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ABSTRACT

Individual Preferences for Political Redistribution

What drives people’s support of governmental reduction of income inequality?
We employ data from a large international survey in order to evaluate the
explanatory power of three competing forces, referred to as the ‘homo
oeconomicus effect’, the ‘public values effect’, and the ‘social rivalry effect’.
The empirical analysis reveals that at the aggregate level all three effects play
a significant role in shaping individual preferences for political redistribution.
Attitudes of citizens in formerly socialist countries turn out to differ from those
of Western citizens in a systematic way.
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NON-TECHNICAL SUMMARY

Following the Industrial Revolution and the rise of the working class within the
political arena, governments became very much engaged in the process of
reducing income inequality. Currently, a major share of the government’s
budget in developed countries is devoted to equalizing living conditions for
individuals. Income differentials are usually reduced by means of progressive
income taxation and money transfers to the needy. In some countries the
government tries to promote equality also by publicly providing some private
goods like school, health insurance and housing, either to targeted groups of
the population or simply to everyone who applies for them. A crucial issue in
political economy is therefore to identify the factors that drive the support for
income redistribution in society. The current Paper explores that issue by
analysing self-reported preferences for governmental redistribution in twelve
middle- and high-income countries in Europe, America and Oceania.

In analysing preferences for redistribution, economists are used to
concentrating on the net pecuniary gain accruing to individuals from
redistribution. The basic claim in most politico-economic models is that an
individual will support the redistributive programme A rather than the
alternative programme B if, and only if, the individual’s net income is higher
under A than under B (homo oeconomicus effect, HOE). This is however not
the only way to think about how preferences form. An alternative approach
sees the individuals’ attitudes towards redistribution as reflecting the value
system individuals endorse. People might not support the redistributive
program which maximizes their private benefit, but the one which conforms
with their vision of what constitutes a good policy for society as a whole (public
values effect, PVE). Or it may well be that preferences merely reflect personal
interest, but that may include the social status enjoyed by the individual, i.e.
the relative position of the individual in society. In that case, one’s judgement
about political redistribution may depend on its impact upon the distribution of
consumption in one’s social environment, and not only on one’s consumption
(social rivalry effect, SRE). These three approaches do not necessarily
exclude each other. Not only may different individuals have different
motivations, even the same individual may try to balance them when making
up their mind.

The current Paper offers an empirical analysis of the explanatory power of the
three approaches just mentioned. We utilize data of the International Social
Survey Programme (ISSP), 1992 Social Inequality II Module. This data set
contains a survey question asking individuals whether the government should
reduce income differences between people with high and low income. The
answers to this question allow a description of how the support of
governmental redistribution of income varies within the sample.



The standard approach that egoistic pecuniary motives are a major
determinant of an individual’s attitude towards redistribution is strongly
confirmed by our empirical analysis. This result is in line with similar findings
obtained by Ravallion and Lokshin (2000) from a different data source. These
authors have analysed survey data from a sample of Russian adults, and
found that support for governmental redistribution is greater for the poor than
the rich. The main novelty of the current analysis, however, is that pecuniary
self-interest is not the only force behind people’s support for governmental
redistribution. The approach in terms of public values also receives a fairly
good support in the data. Furthermore, status effects seem to play a
significant role in shaping the individuals’ preferences for political
redistribution. The importance of status effects in the current cross-country
study confirms what we found for a sample of US adults in Corneo and Grüner
(2000).

Our sample includes six former socialist countries and six older capitalist
countries. This allows us to study the role the socialist experience plays in the
attitudes individuals entertain with respect to the political redistribution of
income. Based on the estimated coefficients for the national dummy variables,
an almost stable ranking of countries according to their preferences for
redistribution is identified. The country effect against governmental
redistribution is strongest in the USA. It follows Australia, then Canada, New
Zealand, and West Germany. The Western country with the strongest fixed
effect in favour of redistribution is Norway. Comparing the results for the
Eastern European countries with those obtained for the Western countries
yields the following picture. The HOE retains a strong explanatory power in
both groups of countries. The PVE, however, remains strongly significant. The
SRE completely loses statistical significance in the Eastern European
countries.

The final step in our investigation consists of trying to gain some insight about
which effects contribute more to explaining the observed international
differences in attitudes towards redistribution. Our analysis yields that social
rivalry and public values seem to explain at least as much of the observed
international differences as the standard pecuniary motives. Moreover, fixed
country effects tend to explain most of the international differences in attitude
towards redistribution.
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