
Exercise 1
Consider an economy that consists of an odd number of agents. The distribution of income is
given in the table below:

Moreover, preferences of the citizens are described by the following equation:

𝑈𝑖 = 𝑐𝑖 + 𝑇 (1)

Where 𝑐𝑖 is private consumption. All citizens pay a proportional tax (𝜏) and receive a lump sum

transfer (𝑇). The deadweight cost of taxation related to that tax rate is given by the following

equation:

𝐶 𝜏 𝑛𝑦 = 𝜏2𝑛𝑦 (2)   

Finally assume that the government runs a balanced budget.

Income category Income Percentage of 

citizens

y1 700 € 14%

y2 800 € 35%

y3 900 € 25%

y4 1,200 € 15%

y5 1,700 € 7%

y6 2,200 € 4%



Exercise 1
I. Calculate the optimal tax rate that is preferred by

citizen 𝑖. Discuss the main theoretical implications of
the political equilibrium.

II. Calculate the tax rate that is preferred by each category
of agents.

III. Which income categories win and which income
categories loose by the policy that prevails?

IV. If category y1 is the median voter, is the redistribution
higher or lower?



Political Equi^m

• The government budget constraint: 

T =
σ𝑖=1

𝑛 𝜏𝑦𝑖− 𝐶 𝜏 𝑛𝑦

𝑛


𝑇 = 𝜏𝑦 − 𝜏2𝑦

Indirect utility function (IUF) :
𝑊𝑖 𝜏 = 1 − 𝜏 𝑦𝑖 + (𝜏 1 − 𝜏 )𝑦

F.O.C
𝑑𝑊𝑖(𝜏)

𝑑𝜏
= 0 

𝝉∗=
𝒚 −𝒚𝒊

𝟐𝒚
(7) Implying that  “poorer (reps. richer) individuals 

prefer higher (resp. lower) taxation!



Political Equi^m
• If all citizens have single peaked preferences, the outcome is the 

tax rate preferred by the median voter. (Direct or representative 
Democracy!)

S.O.C

𝑑2𝑊𝑖(𝜏)

𝑑𝑡2 = −2𝑦  < 0  (Single Peaked Preferences!)

• The median voter applies! 𝝉𝒎
∗ =

𝑦−𝑦𝑚

2𝑦

Meltzer and Richard (1981) predictions:
1. Democracies redistribute more!
2. The higher the distance (the poorer the median voter) the 

higher the redistribution of income!



(ii) Calculate the tax rate that is preferred by each category 

of citizens

The optimal tax rate is given by the following relationships: 

𝝉𝒊
∗ =

𝑦 − 𝑦𝑖

2𝑦

Mean income = σ 𝑖𝑛𝑐𝑜𝑚𝑒 ∗ 𝑝𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑜𝑓 𝑐𝑖𝑡𝑖𝑧𝑒𝑛𝑠 =990

Income category Income Tax rate (𝜏)

y1 700 € 0.146 
y2 800 € 0.096 
y3 900 € 0.045 
y4 1,200 € 0.000 
y5 1,700 € 0.000 
y6 2,200 € 0.000 



(iii) Which income categories win and which income 

categories loose by the policy that prevails? 

By replacing the tax rate of the “median voter” in the government 
budget constraint we can find the lump-sum transfer.

              



(iii) Which income categories win and which income 

categories loose by the policy that prevails? 

By replacing the tax rate of the “median voter” in the government 
budget constraint we can find the lump-sum transfer.

𝑻 = 𝝉𝒚 − 𝝉𝟐𝒚 therefore T= 42.545

              Income 
category

Income
Taxes (𝟎. 𝟎𝟒𝟓 ∗

𝒊𝒏𝒄𝒐𝒎𝒆)
Transfer

Net Transfers 
(Transfer- 

taxes)

y1 700 € 31.50 42.545 11.05

y2 800 € 36.00 42.545 6.55

y3 900 € 40.50 42.545 2.05

y4 1,200 € 54.00 42.545 -11.46

y5 1,700 € 76.50 42.545 -33.96

y6 2,200 € 99.00 42.545 -56.46



(iv) If category y1 is the median voter the redistribution is 

higher or lower?

If y1 was the median voter the preferred tax rate 
would be 0.146:

                                    therefore T= 123.437

• The bottom of the distribution (y1 and y2) receive 
a higher net transfer, whereas all other groups 
have a net loss from the intervention of the 
government. 

2T y y = −



Economic Theory

 What is the relationship between economic inequality and fiscal 

redistribution according to Meltzer and Richard (1981)?
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So, based on Meltzer and Richard (1981) we expect economies 

characterized by larger differences between median and average 

income (i.e. higher income inequality) to be also characterized 

by:

(i) Higher taxation 

(ii) Higher Transfers (%GDP)
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ISO code Middle Class Gini_Market Tax (% GDP) Social transfers (% of GDP)

AUS - 0.47 28.15 18.58
AUT - 0.49 26.92 30.38
BEL - 0.48 29.05 29.49
CAN 16.72 0.44 - -
CZE 17.75 0.46 18.44 22.06
DNK 17.93 0.41 45.92 33.58
EST 16.65 0.47 - 20.62
FIN 17.35 0.48 29.60 30.53
FRA 17.03 0.49 26.62 32.85
DEU 16.84 0.49 22.04 28.39
GRC 17.10 0.51 20.77 26.25
IRL 16.67 0.54 25.10 23.16
ITA 16.88 0.50 28.16 28.76
JPN 17.32 0.48 17.34 22.88
NLD 17.36 0.42 22.75 26.08
NZL - 0.45 32.63 21.73
NOR 17.90 0.42 33.11 25.49
POL 16.33 0.49 21.44 25.07
PRT - 0.52 22.58 26.48
SVK 17.66 0.43 17.05 20.91
SVN 18.23 0.44 22.96 26.23
ESP 17.33 0.47 21.91 23.46
SWE 17.79 0.44 41.89 32.35
GBR 16.25 0.51 28.01 26.04
USA 15.70 0.49 19.11 19.17

Sources: World Development Indicators and OECD.stats
Period: 2005-2012 



• Not the expected results!

corr= 34.37%

20.00

22.00

24.00

26.00

28.00

30.00

32.00

34.00

36.00

15.5 16 16.5 17 17.5 18 18.5

So
ci

al
 (

%
 o

f 
G

D
P

)

Middle Class

corr=33.18%

15.00

20.00

25.00

30.00

35.00

40.00

45.00

50.00

15.5 16 16.5 17 17.5 18 18.5

Ta
x 

re
ve

n
u

e
s 

(%
 o

f 
G

D
P

)

Middle Class



Benabou and Ok (2001)

• Benabou and Ok (2001) have focused on the role of social 

mobility and have modelled the “prospect of upward mobility” 

(POUM) hypothesis. 

• Social Mobility: Today’s poor may be wealthy tomorrow and, 

vice versa

• Poor individuals that expect to be rich tomorrow, might prefer 

lower redistribution today. 

• Basic assumptions: 

➢ Individuals live in two periods 

➢ Redistribution is determined in the beginning of the first 

period.



Benabou and Ok (2001) 

• Agents’ income are exogenously determined and differ.

• We denoted with yi1 and yi2 the income in the first and 

second period, respectively.

• Individuals pay a Proportional income tax (𝝉) in both 

periods.

• Taxes are redistributed through two equal lump-sum 

transfers: T1 = T2



Benabou and Ok (2001) 
Agents: i has utility 𝑈𝑖 = 𝑐𝑖1 + 𝑇1 + 𝑐𝑖2 + 𝑇2                     (1)

where 𝑐𝑖 is consumption

• Given that T1 = T2   equation (1) becomes:

                            𝑼𝒊 = 𝒄𝒊𝟏 + 𝒄𝒊𝟐 + 𝟐𝑻                   (1b)

Budget constraint:   𝑐1𝑖 = (1 − 𝜏)𝑦1𝑖 ,  𝑐2𝑖 = (1 − 𝜏)𝐸(𝑦2𝑖)

Where 𝐸(𝑦2𝑖) is the expected income in period 2.



Benabou and Ok (1981) 

• We assume that it is costly to raise taxes

𝐶(𝜏) =
𝜏2

2
𝑦

(i) Costs of administering taxes, (ii) Distortions in the 

investment and labor supply.

• The government runs a balanced budget constraint in both 

periods: 

Period 1: 𝑇1 =
1

𝑛
σ𝑖=1

𝑛 𝜏𝑦𝑖1 − 𝐶 𝜏

                       𝑇1 =  𝜏𝑦 −
𝜏2

2
𝑦                     (2a)



Benabou and Ok (1981) 

• The same holds for period 2: 

Period 2: 𝑇2 =
1

𝑛
σ𝑖=1

𝑛 𝜏𝑦𝑖2 − 𝐶 𝜏

                             𝑇2 =  𝜏𝑦 −
𝜏2

2
𝑦            (2b)

Adding 2(a) and 2(b) we get intertemporal budget constraint of 

the government as follows: 

                                    𝑇1+ 𝑇2= 2𝜏𝑦 − 𝜏2𝑦          (2c)

• Given that T1 = T2   equation (2c) becomes:

2𝑇 = 2𝜏𝑦 − 𝜏2𝑦          (2d)



Benabou and Ok (1981) 

• Replacing the budget constraints and intertemporal 

government budget constraint in (1b) we get the IUF: 

           𝑊𝑖 𝜏 = 1 − 𝜏 [𝑦𝑖1 + 𝐸(𝑦𝑖2)] + 2𝜏𝑦 − 𝜏2𝑦                     (3)

• The W(𝜏) is a concave function with respect to 𝜏 (SOC<0). All 

individuals have a bliss point.

• The preffered policy for individual i can be found if we take 

the FOC (
𝑑𝑊𝑖(𝜏)

𝑑𝜏
= 0): 

−[𝑦𝑖1 + 𝐸(𝑦𝑖2)]𝑖+2𝑦 − 2𝜏𝑦 = 0  𝜏 = 1 −
[𝑦𝑖1+𝐸(𝑦𝑖2)]

2𝑦



Benabou and Ok (1981) 

• If 𝑦𝑖1 + 𝐸(𝑦𝑖2) = 2 ത𝑦  then the ideal tax rate for citizen i is 

zero (𝜏 = 0)

• If 𝑦𝑖1 + 𝐸(𝑦𝑖2) < 2 ത𝑦  then the ideal tax rate for citizen i is 

positive (𝜏 > 0)

• The interesting element of this theoretical model is that the 

expectation for the income in period 2 affects the 

preference for redistribution in period 1. 

• A poor individual in period 1 (low 𝑦𝑖1) that expects a high 

increase in his income (high 𝐸(𝑦𝑖2)), so that 𝑦𝑖1 + 𝐸(𝑦𝑖2) >
2 ത𝑦 prefers no redistribution (𝜏 = 0).



Empirical Literature: Alesina and La 

Ferrara (2005) 
• Over the last years many researchers have attempted to 

explain what are the determinants of the demand for 

redistribution.

• Of course, income is one factor (e.g., Meltzer and Richard 

(1981))

• Future income prospects might be another factor (e.g., 

Benabou and Ok (2001)). 

• Alesina and La Ferrara (2005) focus on the role of future 

income prospects and provide considerable evidence that 

the Americans do take them into account when evaluating 

redistribution.



Empirical Literature: Alesina and La 
Ferrara (2005) 

• Alesina and La Ferrara (2005) use data from two main 

sources: 

➢The General Social Survey (GSS), which since 1974 

has interviewed about 1500 individuals every year 

from a nationally representative sample. 

➢The second data source is the PSID. This very well 

known study contains longitudinal data on a 

representative sample of US individuals from 1968 

onwards.

• The final sample covers the years 1978–1991, which are 

the ones for which we can match the PSID and GSS.



Empirical Literature: Alesina and La 
Ferrara (2005) 

• Alesina and La Ferrara (2005) estimate the following equation: 

𝒀𝒊𝒔𝒕
𝒅∗ : captures the preferences of individuals for redistribution

Xist: is a vector of individual characteristics such as age, education, 

etc.,

Mist: is a vector of dummies capturing the individual’s past history of 

mobility and her subjective assessment of own future mobility

𝑭𝒔𝒕
𝒅  :an index of future income prospects for someone in the dth 

decile at time t in state s.

Sλ: State Dummies, Tξ: Time Dummies and εist : the error term



𝒀𝒊𝒔𝒕
𝒅∗ : preferences of individuals for 

redistribution

• The dependent variable is derived from the GSS, which asks 
whether the government should reduce income differences 
between the rich and the poor, perhaps by raising the taxes of 
wealthy families or by giving income assistance to the poor.

• Main dependent variable: The respondent could choose on a 
1–7 scale from 1=No to 7=Yes.

• Alternatively, the authors transformed this variable into a 
binary variable coding as 1 the individuals who had a score 5-
7, and 0 for those who had a score 1-3. 



𝒀𝒊𝒔𝒕
𝒅∗ : preferences of individuals for 

redistribution



Mist: past history of mobility and subjective 
assessment of own future mobility

• Two alternative measures to capture past history of mobility:

➢ Job prestige> father: dummy equal to 1 if the respondent 

has a higher occupational prestige score than his father’s.

➢Educ-Father: the difference between the years of 

education of the respondent and those of the father.

• Subjective assessment: The way things are in America, 

people like me and my family have a good chance of 

improving our standard of living—do you agree or disagree?

➢ The authors construct the dummy variable expect better 

life, which equals to 1 if the respondent strongly agrees 

or agrees and zero otherwise.



𝑭𝒔𝒕
𝒅  :an index of future income prospects for 

someone in the dth decile at time t in state s.

• The figures in each cell represent transition probabilities, that is 

pij in row i and column j is the probability that an individual 

whose family income is in the ith decile in year t will move to 

the jth decile in year (t+1).



𝑭𝒔𝒕
𝒅  :an index of future income prospects for someone in 

the dth decile at time t in state s.

• From the above transition matrix two objective measures of 

future income are constructed: 

• This expression represents the income that an individual 

who is in decile d at time t-1 can expect to have time t.

• This expression is the probability that an individual whose 

current income is in decile d will move to deciles greater or 

equal to J in the future. The authors set J=7







People have different views about poverty (luck or effort?)

Beliefs about poverty

United 

States

European 

Union

«Believe that the poor are trapped in poverty» 29% 60%

«Believe that luck determines the income» 30% 54%

«Believe that the poor are lazy» 60% 26%

Source: World Values Survey



Different views about poverty affect fiscal redistribution



Empirical Evidence: Giuliano & Spilimbergo 
(2014), Growing up in a Recession

• Differences in preferences for redistribution can explain why government 
intervention differs in Europe and the U.S.

• How these preferences are formed and how and why they change over time? 

• Do individuals differ in their desire for government intervention depending on 
the macroeconomic history they experienced when young? 

• According to the impressionable years hypothesis, core attitudes, beliefs, and 
values crystallise during a period of great mental plasticity in early adulthood 
(the so-called impressionable years).

• What is the role of people’s belief about the relative importance of luck versus 
effort as a driver of success.



Empirical Evidence: Giuliano & Spilimbergo 
(2014)

• Data on individual and political beliefs over the period 1972-2010 
are obtained from the GSS. 

• Dependent Variables (LHS): Preferences for Redistribution (three 
variables)

                    Political Behavior (three variables)

• Explanatory variable (RHS): Macroeconomic shock (i.e. regional 
recession defined as per capita GDP growth < -3.4%) when the 
person was 16 years old that affected him/her during 18-25 years of 
age (impressionable years hypothesis) 



Empirical Evidence: Giuliano & Spilimbergo (2014), 
Preferences for redistribution

[Help poor]: “Some people think that the government in Washington should do everything 
to improve the standard of living of all poor Americans (they are at point 5 on this card). 
Other people think it is not the government’s responsibility, and that each person should 
take care of himself (they are at point 1). Where are you placing yourself in this scale?”

[Assist poor]: “We are faced with many problems in this country, none of which can be 
solved easily or inexpensively. I am going to name some of these problems, and for each 
one I would like you to tell me whether you think we are spending too much money on it, 
too little money or about the right amount.” A list of items follows, including “assistance to 
the poor”. The variable is coded so that a higher number indicates too little assistance to 
the poor. 

[Work-luck]: “Some people say that people get ahead by their own hard work; others say 
that lucky breaks or help from other people are more important. Which do you think is most 
important?” The answer can take a value from 1 to 3: hard work is most important (1), hard 
work and luck are equally important (2), luck is most important (3).



Empirical Evidence: Giuliano & Spilimbergo (2014), 
Political Behaviour

[Political Ideology]: “We hear a lot of talk these days about liberals and conservatives. 

I am going to show you a seven-point scale on which the political views that people 

might hold are arranged from extremely liberal to extremely conservative. Where would 

you place yourself in this scale?” The question is coded so that a higher number 

corresponds to extremely liberal.

[Party Affiliation]: “Generally speaking, do you usually think of yourself as a 

Republican, Democrat, Independent, or what?” The answer could take a value from 6 

to 0: strong Democrat (6), not very strong Democrat (5), Independent, close to 

Democrat (4), Independent (3), Independent, close to Republican (2), not very Strong 

Republican (1), strong Republican (0). People who answered “Other party, refused to 

say” or “Don’t know.” are dropped from the analysis. 

[Voting Democrat]: The third political measure, voting Democrat, is based on whether 

the respondent voted for a Democratic presidential candidate in the most recent 

election.



Empirical Evidence: Giuliano & Spilimbergo (2014),
 Empirical specification

𝑩𝒆𝒍𝒊𝒆𝒇𝒔𝒊𝒓𝒕

= 𝜶𝒐 + 𝜶𝟏𝒎𝒂𝒄𝒓𝒐 𝒔𝒉𝒐𝒄𝒌𝒓𝟏𝟔,𝒊𝒎𝒑.𝒚𝒆𝒂𝒓𝒔 + 𝜶𝟐𝑿𝒊 + 𝜷𝜶 + 𝜹𝒓 + 𝜼𝒕 + 𝜸𝒓𝟏𝟔 + 𝜸𝒓𝟏𝟔 ∗ 𝒂𝒈𝒆 + 𝜺𝒊𝒓𝒕

𝑩𝒆𝒍𝒊𝒆𝒇𝒔𝒊𝒓𝒕 indicates one the 6 questions described above

𝒎𝒂𝒄𝒓𝒐 𝒔𝒉𝒐𝒄𝒌𝒓𝟏𝟔,𝒊𝒎𝒑.𝒚𝒆𝒂𝒓𝒔 is a dummy that takes the value 1 if the individual experienced 

a recession in his region of residence during the impressionable years (18-25) after a 
recession at 16, and 0 otherwise

𝑿𝒊 is a vector of individual characteristics, including gender and race, as well as measures of 
income, education, marital status, and labour market status.

𝜷𝜶  is age dummies and 𝜼𝒕 is time fixed effects

𝜹𝒓 is the region where the person is living, and 𝜸𝒓𝟏𝟔 is the region where the person was 
living at 16

𝜸𝒓𝟏𝟔 ∗ 𝒂𝒈𝒆 is interactions of region-at-16 dummies with age



Empirical Evidence: Giuliano & Spilimbergo (2014)

Columns (1)-(3) experiencing a recession 
when 16 increases peoples’ preferences 
for redistribution and believe that luck is 
the driving force in life.

Columns (4)-(6) experiencing a recession 
when <16 increases the probability to be 
liberal.



Political regimes and preferences for 
redistribution

• What is the effect of diferret regimes (pro-Market vs

Communistic) on fiscal redistribution?

• Is it possible that living under a specific system leads to

adaptation of preferences?

• We can compare countries with different regimes to answer

this question.

• Reverse causality can be a problem:

➢ Theory: Regime → Preferences

➢ Problem: Preferences → Regime

• Alesina and Fuchs-Schuendeln (2007), study the effect of a 

natural experiment (re-unification of Germany) to tackle this 

issue.



Empirical Evidence: Alesina and
Fuchs-Schuendeln (2007)

• Natural Experiment:

➢Prior to 1945 Germany was united

➢From 1945 to 1990, Germany was split into two parts, 

Eastern Germany (Communism) and Western 

Germany (Free market). This split had nothing to do 

with Germans’ desire for separation.

➢After 1990 Germany is reunified.

• The political and economic system is the same after 

1990. 

• How 45 years of Communism affected individuals’ 

attitudes and beliefs and political preferences? 





Empirical Evidence: Alesina and Fuchs-
Schuendeln (2007)

• Basic questions of the paper: 

➢Has 45 years of Communism affected individuals’ 
preferences towards the role of the state and 
redistribution form the rich to the poor?

➢ If yes, why former East Germans are more likely to 
favor state intervention? 

➢Do preferences of East Germans converge toward 
those of West Germans?



Empirical Evidence: Alesina and Fuchs-
Schuendeln (2007)

• Data are obtained from the German Socioeconomic Panel 
(GSOEP):

➢ It is a longitudinal survey of private households, 
established in West Germany in 1984 and carried out 
annually.

➢The West German sample leaves contains around 11 
,400 year-person observations, while the East German 
sample covers around 7,000 year-person observations 
for 1997 and 2002.

• Panel of nearly 18,500 East and West Germans for 1997 
and 2002. 



Empirical Evidence: Alesina and Fuchs-
Schuendeln (2007)

• Empirical  specification:

𝒀𝒊𝒕 = 𝑬𝒂𝒔𝒕𝒊𝒕 + 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕 + 𝑬𝒂𝒔𝒕𝒊𝒕 ∗ 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕 + 𝑿𝒊𝒕 + 𝜺𝒊𝒕

• 𝒀𝒊𝒕: preferences for redistribution or attitudes towards luck

• 𝑬𝒂𝒔𝒕𝒊𝒕: takes on the value of one (zero otherwise) if the respondent lived 

in East Germany before reunification, regardless of the current place of 

residence.

• 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕: takes the value of one in year 2002 and zero otherwise. 

• 𝑬𝒂𝒔𝒕𝒊𝒕 ∗ 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕: Interaction term

• 𝑿𝒊𝒕 : other important controls, like age, gender, labor force status, 

education annual household income.

• 𝜺𝒊𝒕: the error term



𝒀𝒊𝒕: preferences for redistribution
• In 1997 and 2002, respondents were asked:

➢ “At present, a multitude of social services are provided not only 

by the state but also by private free market enterprises, 

organizations, associations, or private citizens. What is your 

opinion on this? Who should be responsible for the following 

areas?....”

• …“financial security in case of unemployment,” “financial security in 

case of illness,” “financial security of families,” “financial security for 

old age,” and “financial security for persons needing care.” 

• The answers are given on a scale of 1 to 5, which correspond to 

“only the state,” “mostly the state,” “state and private forces,” 

“mostly private forces,” and “only private forces.”

• The authors create five dummy variables which take on the value of 

one if the respondent answered “only the state” or “mostly the state” 

for the respective area, and zero otherwise.





Empirical Evidence: Alesina and Fuchs-
Schuendeln (2007)

• Empirical  specification:

𝒀𝒊𝒕

= 𝑬𝒂𝒔𝒕𝒊𝒕 + 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕 + 𝑬𝒂𝒔𝒕𝒊𝒕 ∗ 𝒀𝒆𝒂𝒓𝟎𝟐𝒊𝒕 + 𝑨𝒈𝒆𝒊𝒕 + 𝑬𝒂𝒔𝒕𝒊𝒕

∗ 𝑨𝒈𝒆𝒊𝒕 + 𝑿𝒊𝒕 + 𝜺𝒊𝒕

• 𝑨𝒈𝒆𝒊𝒕 :  age of the respondent

• 𝑬𝒂𝒔𝒕𝒊𝒕 ∗ 𝑨𝒈𝒆𝒊𝒕: interaction term







Empirical Evidence: Alesina and Fuchs-
Schuendeln (2007)

• It seems that 45 years of Communism affected individuals’ 
preferences towards redistribution.

• Moreover, older East Germans who have lived longer 
under communism have an even stronger preference for 
state intervention. 

• Why do former Germans favor state intervention? 

• Empirical  specification:

𝒀𝒊𝒕 = 𝑬𝒂𝒔𝒕𝒊𝒕 + 𝑨𝒈𝒆𝒊𝒕 + 𝑬𝒂𝒔𝒕𝒊𝒕 ∗ 𝑨𝒈𝒆𝒊𝒕 + 𝑿𝒊𝒕 + 𝜺𝒊𝒕

• 𝒀𝒊𝒕: driving forces of success in life



𝒀𝒊𝒕: driving forces of success in life

• “The following statements express varying attitudes toward 

life and the future. Please state whether you totally agree, 

agree slightly, disagree slightly, or totally disagree,”

• The dummy variable “social conditions” takes on the value 

one if the respondent agreed totally or slightly with the 

statement “The possibilities in my life are determined by the 

social conditions.”





Readings
(*) Alesina, A., La Ferrara, E., (2005). Preferences for redistribution 
in the land of opportunities, Journal of Public Economics 89, 897-
931.

(*) Alesina, Α., Fuchs-Schuendeln, N., (2007). Good-Bye Lenin (or
Not?). The Effect of Communism on People’s Preferences. American
Economic Review 97, 1507-1528.

Benabou, R., Ok, E., (2001). Mobility as progressivity: ranking 
income processes according to equality of opportunity, NBER 
Working Paper 8431.

(*) Giuliano, P., Spilimbergo, A., (2014). Growing up in a Recession. 
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