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To better understand how support for redistributive policies is shaped by macroeconomic shocks, we explore
how distributional preferences changed during the recent “Great Recession.” We conducted identical modified
dictator games during both the recession and the preceding economic boom. The experiments capture subjects'
selfishness (theweight on one's own payoff) and equality–efficiency tradeoffs (concerns for reducing differences
in payoffs versus increasing total payoffs), whichwe then compare across economic conditions. Subjects exposed
to recession exhibit greater selfishness and higher emphasis on efficiency relative to equality. Reproducing reces-
sionary conditions inside the laboratory by confronting subjects with possible negative payoffs [weakly] inten-
sifies selfishness and increases efficiency orientation, bolstering the interpretation that differing economic
circumstances drive our results.

© 2015 Elsevier B.V. All rights reserved.

1. Introduction

The “Great Recession” was accompanied by the rise of both the Tea
Party and the Occupy Wall Street movements, two groups whose mem-
bers hold very different views on redistribution— suggesting that eco-
nomic contraction may polarize opinions on the issue. Whether either
(or both) group's successes reflect a causal relationship between macro-
economic shocks and individual support for redistribution is an open
question, but one that is difficult to answer empirically. Exogenous varia-
tion in exposure to economic contraction is rare and limited in scope, and
we cannot conduct large-scale controlled experiments on the US econo-
my. Moreover, many other societal shifts may be coincident with macro-
economic changes, making it difficult to disentangle the effects of
different factors which govern thewillingness tomake tradeoffs between
both own and others' income and between equality and efficiency.

In this paper, we explore the relationship between macroeco-
nomic conditions and attitudes toward redistribution by comparing
experimentally-measured distributional preferences under the vastly
different economic conditions that prevailed before and during the
sharp downturn sparked by the 2008 financial crisis. Our experiments
employ the generalized dictator game first utilized by Andreoni and
Miller (2002), and further developed by Fisman et al. (2007), where
each subject faces a large and richmenuof budget sets representing the fea-
siblemonetarypayoffs to self (the subject) andan anonymousother subject.
Varying the relative prices of redistributing payoffs between self and other
enables us to distinguish indexical selfishness (the relative weight on the
payoff for self) fromequality–efficiency tradeoffs (the concern for increasing
total payoffs versus reducing differences in payoffs), and to examine how
these distributional preferences differ for subjects that participate in the ex-
periment before and after the onset of the financial crisis.

To further test whether the recession is likely to have caused the ob-
served changes in distributional preferences, we simulate economic
contraction inside the laboratory by confronting subjects with a variant
of our modified dictator game where the budget sets were such that ei-
ther self or oth6er, or both, necessarily received a negative payoff relative
to their initial endowment.1 Our design thus also allows us to compare
the changes in distributional preferences that occurred during the real-
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1 This treatment generalizes the framework of List (2007) and Bardsley (2008), expos-
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tion of the choice set leads to drastic changes in behavior.
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world recession to the effects of an experimental treatment that simu-
lates recessionary conditions in the laboratory.

We consider a total of three environments, corresponding to the in-
teraction between the experimental treatment and real-world econom-
ic conditions:

• THE GAIN BOOM (GB) environment borrows data from the two-
person dictator experiment of Fisman et al. (2007), in which the deci-
sion problems are presented using a graphical interface that allows for
the collection of a rich individual-level data set. The data were collect-
ed in 2004, prior to the financial crisis.

• THE GAIN RECESSION (GR) environmentwas identical to GB environ-
ment except for minor design modifications; however, these experi-
ments were conducted in 2011, when the US economy remained
mired in the economic downturn that set in during 2008.

• THE LOSS RECESSION (LR) environment was identical to the GR
environment except that within the experiment either self or
other—or both—necessarily experienced a loss relative to their en-
dowment. These experiments were conducted in 2010 and 2011, in
economic conditions similar, sometimes identical, to those of the
GR environment.

There are four elements to our approach that, we argue, allow us to
credibly relate macroeconomic conditions to individual behavior:

First, all experiments were conducted at the Experimental Social
Science Laboratory (Xlab) at UC Berkeley. A key benefit of using the
Xlab subject pool is that it is drawn primarily from a large and diverse
student body, the socioeconomic composition ofwhich is held relatively
constant by the admissions office.

Second, we combine administrative and survey data on postgradu-
ate activities to show that the economic prospects of UC Berkeley stu-
dents were directly affected by the recession. We demonstrate that
students faced higher student-loan debts and weakened job prospects
during and after the recession than in the preceding years.

Third, we combine demographic and economic data from student
admissions and financial aid with a broad range of survey responses
about the experience of undergraduates at UC Berkeley. Using these
data, we demonstrate that, despite the recession's impact on students'
financial circumstances and job prospects, the makeup of the student
body, students' overall social and academic experiences, opinions
about student life, and perceptions of campus climate fluctuated very
little over the period we study.

Fourth, the final piece of our analysis involves the Loss treatment
that simulates recessionary conditions in the laboratory. As we describe
below, we find that the impact of this experimental treatment is
directionally the same as that of the real-world recession (though the
effect of Loss on selfishness is not consistently significant). This bolsters
the view that economic conditions, rather than other concurrent social
or political changes, are likely behind the shifts in distributional prefer-
ences we observe in recession versus boom years.

Following Andreoni and Miller (2002) and Fisman et al. (2007), we
estimate constant elasticity of substitution (CES) utility function over
the payouts to self and other, which makes it possible to distinguish in-
dexical selfishness from equality–efficiency tradeoffs in a particularly
convenient form. The rich data generated by the design allow us to an-
alyze behavior at the level of the individual subject.

Our main findings are as follows: subjects in the LR and GR environ-
ments, who participated in the experiment during the downturn, place
greater emphasis on efficiency versus equality relative to those in the
GB environment, who took part in the experiment during the preceding
economic boom. Additionally, subjects in the recession environments,
LR and GR, display greater levels of indexical selfishness relative to the
subjects in the GB environment.

Comparing behavior between the GR and LR environments, we
find that the experimental Loss treatment also increases both selfish-
ness and efficiency-orientation (though its impact is relatively

modest). Thus, overall we find that both real-world and lab-
simulated recessionary conditions are associated with shifts in dis-
tributional preferences toward greater selfishness and efficiency
focus. These results are robust to the inclusion of session-level demo-
graphic and socioeconomic controls.

Ex ante, one might expect that recessionary conditions could ei-
ther increase or decrease the willingness to sacrifice equality to en-
hance efficiency. During a recession, concerns about providing a
social safety net might lead to an increased desire to rein in inequal-
ity and guarantee a minimum level of income for all, even at the ex-
pense of total output. Alternatively, conditions of scarcity may make
the prospect of leaving money on the table particularly unattractive,
leading to an increased focus on efficiency. Our results suggest that
this latter concern dominates. As Saez and Stantcheva (2013) point
out, optimal taxation depends on the distributional preferences of
taxpayers. Our results highlight the potentially complex interrela-
tionship between the business cycle and the distributional prefer-
ences of voters.

To the best of our knowledge, there is only a small body of work on
the impact of economic conditions on distributional preferences. Using
surveys fielded between 2007 and 2011, Margalit (2013) studies how
respondents' attitudes toward redistributive policies change in re-
sponse to economic shocks: a drop in household income, a (subjective)
decrease in employment security, and the actual loss of a job all increase
support for government welfare programs. By contrast, Kuziemko (in)
finds lower support for government redistribution during recessions,
based on responses to the General Social Survey. By studying the will-
ingness to make real tradeoffs between equality and efficiency in a con-
trolled environment, our experimental design partially addresses the
problems of interpretation that hamper such survey-based research.2

The rest of the paper is organized as follows. Section 2 describes the
structure of the decision experiments and the interactions between ex-
perimental treatments and external economic conditions. Section 3 de-
scribes the subject pool and addresses a number of concerns regarding
identification. Section 4 provides the empirical analysis and results,
and Section 5 concludes by discussing the results and relating them to
the broader literature.

2. Experimental design

We presented subjects with a sequence of modified dictator games,
developed by Andreoni and Miller (2002), that vary the relative prices
of allocating tokens to self (the subject) and other (an anonymous
other subject, chosen at random from the group of subjects in the exper-
iment). Throughout, we denote persons self and other by s and o, respec-
tively, and the associated payoffs by πs and πo.

In a typical dictator experiment, self divides an endowment of tokens
between self and other in any way he wishes such that πs + πo = 1
(without loss of generality, the endowment is normalized to 1). One re-
spect in which this framework is restrictive is that the set of feasible
payoff pairs is always the budget line with a slope of −1, so that the
problem faced by self is simply dividing a fixed total income between
self and other.

In the modified dictator game we study, self allocates the tokens
across (πs,πo) at corresponding prices (ps,po), such that psπs + poπo =
1; he can choose any allocation (πs,πo) ≥ 0 that satisfies this constraint.
We denote the endpoints of the budget line as πs and πo so we can cal-
culate the relative price ps=po ¼ πo=πs. Varying the relative price of re-
distribution ps/po allows us to examine individual responses to price

2 Our paper is also related to the subfield of development economics that examineshow
individual preferences are affected by exposure to violence civil and conflict. For example,
Voors et al. (2012) examine the impact of Burundis conflict on distributional, risk, and
time preferences, andCallen et al. (2014) investigate the consequences of violence for eco-
nomic risk preferences in Afghanistan.
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