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Abstract

This thesis follows an epidemiological approach methodology to study if cultural preferences for
status-seeking has a positive effect on preferences for redistribution. I empirically evaluate a
causal relationship predicted in a theoretical model, suggesting an alternative channel of cultural
transmission through which preferences for redistribution are determined by cultural preferences
for status. The results provide a robust indication that parent birth country preferences for
status-seeking has a positive effect on individual preferences for redistribution, which is statis-
tically significant. In addition, the findings show that the effect is consistent when estimated
for a wide range of economic and demographic control variables. Further examination reveals
that the effect of cultural status-seeking preferences is likely most strongly transmitted from
the mother, which adds to previous research showing similar differences in cultural transmission
between parents. In addition, this thesis provides an initial indication of a positive effect of
cultural status-seeking preferences on individual voting behavior, adding further support that
such cultural preferences matter for attitudes towards redistribution.
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1 Introduction

A reoccurring observation in the economic literature are the striking differences in policies on
income taxation and redistribution across countries. It has been argued that this heterogeneity
mirrors systematic cross-country differences in factors that shape individual political preferences,
or preferences for redistribution (Corneo, 2001; Alesina and Glaeser, 2004). Several examples of
such differences can be found in the economic literature.! In light of this systematic variation
recent empirical stuides have found robust evidence demonstrating that culture has a significant
influence on individual preferences for redistribution (Luttmer and Singhal, 2011; Alesina and
Giuliano, 2011).2 However, the effect of individual cultural values on preferences for redistribu-
tion has not been empirically examined to any greater extent (Alesina and Giuliano, 2011). Cozzi
(2004) presents a compelling theoretical model linking differences in preferences for redistribution
to status-seeking behavior. The author’s theory points to a positive, causal relationship between
how highly a society values individual success and the level of income taxation (redistribution)

its citizens will ultimately vote for.

Individual preferences for status have been linked to the evolution of the human species. A
common argument in economic models has been the desire of our great ancestors to improve
their social standing as a means to increase the chances of survival (Robson and Samuelson,
2011). Although a lack of conclusive evidence of such evolutionary pressures, economists have
long recognized that individual behavior is often motivated by a quest for social status (e.g.
Smith, 1776; Veblen, 1899; Duesenberry, 1949). Postlewaite (2011) argues that even if humans
are hardwired to care about social status, or their relative ranking in terms of physical- or even
cognitive attributes, the degree to which aspects, such as education, wealth, or the choice of occu-
pation enhances one’s status is likely culturally determined. Experimental evidence corroborates
this argument. Huberman, Loch, and Ongiiler (2004) conduct a series of laboratory experiments
in Europe, North America and Asia, to find that individuals are willing to give up resources in
exchange for more status and peer recognition. While the results appear to hold regardless of

nationality, there appear to be significant cross-country differences in the intensity level of such

! Americans, for example, have been found to exhibit lower preferences for redistribution than individuals
living in Europe (e.g. Alesina and Glaeser, 2004; Alesina and Giuliano, 2011). Other epirical findings suggest
that individuals from societies ruled by socialist- or communist regimes in modern history, on average, have
higher preferences for redistribution than individuals from other Western countries (e.g. Corneo and Griiner
2002; Alesina and Fuchs-Schiindeln, 2007).

21 follow Luttmer and Singhal (2011), as well as Guiso et al. (2006) in defining culture as "those custom-
ary beliefs and values that ethnic, religious, and social groups transmit fairly unchanged from generation to
generation."



status-seeking behavior.

Although Cozzi’s (2004) theory of a relationship between cultural status-seeking preferences
and preferences for redistribution could potentially explain the endogenous emergence of fiscal
policy, is has not yet (to the best of my knowledge) been empirically examined. Moreover, much
of the previous research addressing the effect of status-seeking preferences on preferences for
redistribution has, from a cultural perspective, been indicative at best. Corneo (2001) finds that
relative income has a negative effect on individual preferences for redistribution in both Germany
and the U.S. Similarly, Corneo and Griiner (2000, 2002) find empirical evidence suggesting that
relative income, and occupational prestige (as measured by the 1989 General Social Survey) both
have a negative effect on individual preferences for redistribution. However, it is not clear to
which extent these findings are driven by actual preferences for status in the presence of other

economic factors.

In general, there appears to be a gap in the economic literature of studies considering the cultural
dimension of status-seeking attitudes. A possible explanation for why could be the difficulty of
empirically separating cultural effects from those coming from the economic and institutional en-
vironment, in a credible way. Moreover, the potential relationship between cultural status-seeking
values and preferences for redistribution appears to have been given little (if any) attention in
previous empirical research despite the existence of a convincing theoretical model by Cozzi
(2004) that provides a clear and definitive connection between the two. This could, in part, be
due to a lack of conviction in Cozzi’s (2004) theory since the causal relationship between status-
seeking preferences and redistribution is neither obvious nor easy to prove in an econometric
model. However, given that recent empirical findings explicitly suggest there to be a cultural
component determining individual preferences for redistribution, it is indeed relevant to examine
Cozzi’s (2004) prediction further. Following Luttmer and Singhal’s (2011) findings of a significant
cultural effect on individual preferences for redistribution, this thesis examines a distinct chan-
nel of cultural transmission based on the prediction of Cozzi (2004). More specifically, I study
the intergenerational effects of cultural preferences for status-seeking using survey data from 32
European countries.? Since culture is difficult to separate from the contemporaneous effects of
the economic and institutional environment, I implement an epidemiological approach strategy

and study the outcome of individual preferences for redistribution among second-generation im-

3T follow Cozzi (2004) and define status-seeking preferences as the strife for success (e.g. achieve more than
one’s peers) and the esteem of others.



migrants.? First I examine the effect of average cultural coming from both parents on individual
preferences for redistribution. Secondly, I consider the effects of each parent’s country of birth,
separately. Lastly, I re-estimate the effect of the combined culture coming from both parents
but with voting behavior as the outcome variable, as an alternative to only using preferences for

redistribution.

This thesis contributes to the current state of knowledge in at least two ways. First, it adds to
an ongoing discussion about what factors determine individual preferences for redistribution, by
highlighting an interesting theory that empirical economists seem to have overlooked. That is,
I empirically evaluate whether the causal relationship of the theory holds in reality. Something
that does not appear to have been tested in any previous empirical economic research. Second, it
adds new empirical evidence regarding the cultural relationship between status-seeking behavior
and its effect on altruism. The remainder of the thesis is structured as follows. Section 2 provides
a summary on previous related research. A brief summary of Cozzi’s (2004) model, and its main
implication are provided in section 3. The research focus and motivation of the study are stated
in section 4 together with the hypotheses of this thesis. Section five provides a description of the
data set as well as for the strategies for identification and estimation. All results of the estimated
models are reported in section 5, and the thesis concludes with section 6 with a discussion on

internal- and external validity of the findings.

2 Literature review

2.1 Common determinants of preferences for redistribution

A large economic literature offers various explanations for the determinants of individual pref-
erences for redistribution. These range from individual attitudes and characteristics to personal
background. Standard economic theory, such as Meltzer and Richard (1981), point to income, in
terms of gains or losses made from redistribution as the single most important source of influence.
In principle, the Meltzer-Richard model predicts that if the decisive voter of an election outcome
under majority rule earns less than the mean level of income, she/he will vote for increased
income redistribution. And so, the size of government increases. The theory has received mixed
empirical support, with many arguing that the model fails to take into account that "one indi-
vidual, one vote" may not always be a realistic assumption considering the difference in political

influence between the rich and the poor (Karabarbounis, 2011). Still, there are voices in the

*See section 2.2 of the Literature review for more details on the methodology.



economic literature arguing that income is the only variable that truly matters in determining
political orientation and, ultimately, preferences for redistribution (McCarty, Poole, and Rosen-
thal, 2006). The idea that individual income is indeed an important determinant of preferences
for redistribution seems fairly intuitive. Nevertheless, given the empirical significance of other
factors found in previous empirical works, it would seem that reality is a bit more complicated.
As argued by Fong (2001), there appears to be substantial support for redistribution among

those who are unlikely to benefit from it.

Although a large literature on social status suggests that aspiration towards increased status has a
clear effect on individual behavior, and therefore preferences, the link between status-seeking and
preferences for redistribution has not been empirically studied to any greater extent. Corneo and
Griiner (2000) examine the relationship between wealth inequality and redistributive taxation in
the U.S. Based on previous studies in relating fields of research (i.e. sociology and economic psy-
chology), individual social status is argued to be signalled through one’s consumption relative to
the poor and the rich. The authors predict that the middle class will want to limit redistribution
in order to distance itself from the poor, and at the same time demand more redistribution in
order to mimic the rich. Using average occupational prestige scores for different income levels as
a proxy for social standing, Corneo and Griiner (2000) show that individual preference for redis-
tribution depends on one’s relative position on the social ladder and that individuals tend to be
more averse towards social mobility when the gap in social prestige associated with their income
class between them and the poor is small, and more in favor of redistribution if the social gap
is large. However, the information on occupational prestige, obtained from a separate dataset,
are subjective scores of the occupations importance collected in 1989. Hence, it is difficult to
assess how accurate such attitudes are more than 25 years later. In a relating study Corneo
and Griner (2002) study the effect of attitudes towards income on preferences for redistribution.
More specifically, the authors focus on views about income as either being determined by family
background or hard work. Using U.S. data from the International Social Survey Programme,
the authors attempt to capture the effect of public values using the following survey question as
a proxy: "How important is hard work for getting ahead in life?." In a logistic regression with
country fixed effects (controlling for marital status, employment status, age, and gender) Corneo
and Griiner (2002) find that public values about income, being determined through hard work,
are likely to have a negative impact on preferences for redistribution. These studies provide some
indication to suggest different attitudes towards redistribution between different social groups

in society. Still, it is not clear whether these differences are due to a variation in the desire for



status or if they are purely reflecting other factors of the economic and institutional environment
in the U.S. In contrast, it has been shown that among people in rural Asian villages, those with a
higher socioeconomic status will use her/his influence and resources to provide either/both pro-
tection or/and benefits to someone with lower status (Hayami, 2001). Yamamura (2012) finds

supporting evidence of such behavior using data from the Japanese General Social Survey.

Other economic determinants that have been found significant in previous research include ex-
pected future income and social mobility. Using response data from the U.S. General Social
Survey between 1972 and 2004, Alesina and Giuliano (2011) test two measures for upward social
mobility past earnings and father’s level of education. The results suggest that both individuals
whose fathers were highly educated, and those who earned more than average when young, are
less in favor of redistribution. A potential issue with these results is the fact that the prospect for
upward social mobility only has a significant effect when controlling for occupational prestige.’
This is consistent with the findings of Alesina and El Farara (2005). Still, Alesina and Giuliano
(2011) also find a negative effect on redistribution preferences for respondents whose occupations
are associated with a higher prestige score than the occupation of their fathers. While the effects
appear significant, studies of this kind rely on the strong assumption of perfect foresight among
all individuals. However, future income may not be of equal importance to everyone, and future
prospects may depend on the individual’s past. Previous research suggests that events in one’s
life have a significant impact on attitudes towards redistribution. A history of misfortune can
make people more risk-averse and less optimistic about the prospects of future upward social
mobility (Piketty, 1995). Such experiences could, therefore, change peoples’ views of redistribu-
tion from negative to being more positive. Although empirical evidence of this theory has been
mixed, there are findings suggesting that larger macroeconomic shocks experience at young age
(< 26) has a significant impact on individual preferences for redistribution (Giuliano and Spilim-
bergo, 2014). For example, experiencing widespread macroeconomic volatility during the years of
development, i.e. when humans are most impressionable) significantly increases an individual’s

preference for redistribution.

Over the past decade, an increasing number of empirical studies have examined the cultural
component in preferences for redistribution. Guiso et al. (2006) use data from the U.S. General
Social Survey in a regression model with ancestral country fixed effects and find that origins
appear to have a significant effect on redistribution preferences. Despite the fact that their

results indicate a potential role of culture in explaining individual preferences for redistribution,

% Alesina and Giuliano (2011) use the same data on occupational prestige as in Corneo and Criiner (2002).



the authors note that it is difficult to know what exactly these fixed effects really capture. In order
to distinguish factors that are likely to be related with culture, e.g. the influence coming from
the economic and institutional environment, economists often attempt to measure such effects by
conducting quasi-experiments based on naturally occurring differences in otherwise homogenous
settings. Using the separation and reunification as a natural experiment setting to examine the
effects of Communism on preferences for redistribution, Alesina and Fuchs-Schiindeln (2007) find
that East Germans favor redistribution more than West Germans. However, given the design of
their empirical study it is difficult to accurately determine whether the differences in preferences
between East and West Germans are due to ideology alone or some other pre-existing factors.
Basten and Betz (2013) use data on referendum outcomes in Western Switzerland to study the
effect of religious differences on individual economic and political preferences. In their historical
quasi-experiment in a homogenous setting of two French-speaking cantons, the authors show
that people in municipalities that converted to Reformed Protestantism in the sixteenth-century
are generally less in favor of redistribution than those living in municipalities that remained
Catholic. In addition, the authors argue that their use of referendum election data provides
an indication of individual preferences stronger than survey data, since referendums receiving
majority support by voters are turned into policy. As Basten and Betz (2013) mention in their
paper, an issue with relying on referendum data is the difficulty of identifying who the voters
are, beyond descriptives of the municipal electorate and the participation rate. It could very
well be the case that those who do vote have a special interest in the referendum outcome.
Nevertheless, the results support previous empirical findings by Alesina and Giuliano (2011),
suggesting a lower preference for redistribution among Protestants compared with Catholics. A
commonality in the quasi-experiments is the empirical pattern of a significant persistency in
preferences for redistribution. Still, Basten and Betz (2013) note that religious denominations,
such as Protestantism vary across countries which makes it difficult to draw general conclusions

about the importance of certain religious features.

Studies of individual preferences of immigrants in relation to the average preference among indi-
viduals living in their native countries has become an increasingly popular method to examine
the effects of culture on individual preferences. In the literature on preferences for redistri-
bution only a few papers have applied this empirical strategy, known as the epidemiological
approach (see a detailed discussion in the following section). Two related studies, Alesina and
Giuliano (2011) and Luttmer and Singhal (2011), both study the effects of ancestral cultures on

individual preferences for redistribution among immigrants. Alesina and Giuliano (2011) show



evidence of a positive effect of birth country preferences for redistribution and own preference
among first-generation immigrants U.S. Luttmer and Singhal (2011) use data from the Euro-
pean Social Survey to evaluate the effect of first and second generation immigrants’ country of
ancestry on their own preference for redistribution. Beyond the obvious difference of a different
geographical scope, the authors add to the findings by Alesina and Giuliano (2011) by reducing
the risk of potential selection bias in their results. Instead of U.S. as the unique destination
country, Luttmer and Singhal (2011) study immigrants from multiple source countries in mul-
tiple destination countries. Despite the fact that both studies find that cultural preferences for
redistribution are highly significant, no attempts are made to examine any particular cultural

channel of transmission beyond preferences for redistribution in general.

Although previous research indicate a number of potential determinants of preferences for re-
distribution it is appears that both culture and the contextual environment are relevant, within

and across countries.
2.2 The influence of culture on preferences: empirical evidence

Advancements made in the development of empirical research methods in recent years have
resulted in an increased number of studies examining the significance of culture in relation to
individual preferences and behavior (Fernandez, 2011). Evidence from such research indicate that
attitudes are transmitted from parents to their children. Using German survey data, Dohmen
et al. (2008) find a strong positive correlation between attitudes of children and their parents
towards risk and the propensity to trust.® Interestingly, the results from examining parents
separately reveal that the strongest correlation in attitudes towards trust is found between mother
and child. Farre and Vella (2007) also find a significant correlation in attitudes transmitted from
mother to child regarding the role of women in the labor market. However, while supporting
the idea of intergenerational transmission of attitudes, these results only provide evidence of

correlation, not causation.

A more precise alternative is offered in the epidemiological approach. Termed by Fernandez
(2007), the methodology is used to examine the effect of culture through variation in economic
outcomes among individuals who share the same economic and institutional environment, but
whose social beliefs are likely to differ. As the name suggests, the method resembles that used by

epidemiologists when distinguishing between genetic and environmental factors in order to better

5Children’s attitudes towards risk and trust are measured via answers to survey questions at age 23.



understand diseases and other health-related issues. Applied in empirical economic research, the
method allows researchers to better separate cultural- from environmental factors that contribute
to individual variation (Fernandez, 2011). A common practice in such studies is to use data
on first-generation immigrants, since they constitute a group of individuals whose economic and
institutional environment is identical but, who are likely to have different beliefs (or preferences).
The idea that people assimilate at a quick pace when arriving in a new country has repeatedly
been rejected by empirical studies showing that culture from the country of origin does not
only remain strong among first-generation immigrants, but also demonstrates a persistence of
cultural traits among second- and third-generation immigrants (Bisin and Verdier, 2011 pp. 55-
56). Antecol (2000) examines the inter-ethnic gender gap in the U.S. labor force participation
rate, using male and female labor force participation rates in the country of ancestry among
first-generation, as well as second- and higher-generation immigrants. The evidence suggest
that ancestry, or ethnicity, not only matters, it is a highly persistent determinant. A potential
problem with Antecol’s (2000) model specification, however, is that it omits relevant individual-
level variables, such as education and differences in parental backgrounds, that may drive the
results. Thus, raising a concern over reverse causality. Fernandez and Fogli (2009) address this
issue, by extending the model with controls for parental education, including their test-scores.
The authors find that culture plays a statistically significant role in explaining the variation
in both work and fertility outcomes among women. Fernandez (2007) argues that the use of
prevalent social preferences in the country of ancestry is a more appropriate proxy for culture
given the serious issue of reverse causality associated with the use of aggregate economic variables,
e.g. labor force participation rate. Her study shows that attitudes towards women’s work in the
country of ancestry has a significant effect on work outcomes among second-generation American
women. Beyond the research by Fernandez (2007, 2011) the use of social preferences in ancestral
countries has frequently been implemented in other empirical studies focusing on the relevance of
culture, which have all added to the evidence suggesting that culture does matter (e.g. Almond
et al., 2013; Alesina and Giuliano, 2009; Alesina et al. 2011; Aghion et al. 2008; Fisman and
Miguel, 2007; Luttmer and Singhal, 2011).



3 Theoretical background

"In nearly every society, the individual success in accumulating at least a slightly higher level of wealth
or human capital than her or his peers is given some form of social reward. In a multicultural world this

is likely to generate nontrivial implications for economic growth." - Guido Cozzi (2004, p. 911)

Cozzi’s (2004) theory is based on the standard AK growth model, which is extended by in-
troducing status-seeking preferences into the household maximization problem. The underlying
argument is that status is generally rewarded, through public recognition or the esteem of others,
to individuals who succeed in being wealthier than the local average. Utility is therefore gained
from accumulating more capital, i.e. a greater wealth. How much utility one gains from being
more accomplished than the average is determined by a combination of the level of social recog-
nition, locally rewarded by others in the economy, and the size of individual wealth in excess of
the local average. In a multi-country setting, "locally" can be thought of as "nationally" and the
level of social reward a society attributes to individuals with a private wealth greater than the
national average, is constant within but varies across countries. Such variation is then expressed
in the amount of utility gained from increases in status, i.e. status-seeking preferences (Cozzi,
2004). The utility function (1) along its following constraints, as stated in the basic model setup
with optimal taxation of the Cozzi-model, illustrate the representative household’s maximization

problem.”

max / T lne(t) + o (5(8) [k(e) — R(0)])] e*dt (1)
0

¢()ePC(Ry R+

subject to:

lim k(t)e Jor(®ds > g, k(0) > 0

t——+o0

In the utility function ¢(t) denotes real consumption and k(t) denotes the representative house-

hold’s real capital ownership at time ¢ > 0. The utility gained from acquiring more status

Tt is worth noting that my use of the term "Cozzi-model" throughout this thesis refers to the theory by Cozzi
(2004) and thus not to some other theoretical model by Cozzi available in the economic literature.



is captured in the function v(-). An intuitive interpretation of p(¢), in the case with multiple-
countries, is that it represents a society’s appreciation for individual success, e.g. in accumulating

above-average wealth.® Lastly, r(t) denotes the real interest rate.

Firms operate under perfect competition, following the basic AK technology: y(t) = Ak(t),
where y(t) and k(t) denote per-capita output and capital, and A is a constant productivity
parameter. As can be seen in law of motion for capital (2), households earn income via interest
on already-accumulated wealth in each period.? More specifically, households supply all of their
capital (remaining after consumption expenses, taxes and transfers) to the firms, who in turn

make an interest payment going into the next period.!?

Before looking at the solution to the model, it is worth considering the "rat race"-part of Cozzi’s
(2004) theory. When societies reward success based on relative wealth there will be an incentive
for people to over-accumulate, especially when the social reward increases with relative wealth.
While the observational externalities of others’ wealth encourage all individuals to become the
one with the greatest wealth, this also implies that such a position will never be achievable. A
"rat race"-situation emerges. As a consequence people become unhappy because over-saving has
forced them to hold back on consumption. Cozzi (2004, p. 901) argues that if agents are rational,
and if government intervention is an option, there will be an incentive for citizens to support a
distortionary income tax/transfer scheme which discourages accumulation to restore the socially

optimal pace of accumulation.

Solving the model (see Cozzi 2004, Appendix A for proof) shows that, in a majority vote economy,

the proportional tax-schedule elected by households follows from (for all capital incomes = > 0):

() = (”:(40)) z

Simply put, tax schedules are thus resulting from the variation in preferences for redistribution

across countries, driven by local (i.e. national) status-seeking preferences (v/(0)). In this basic
model, countries are assumed homogenous. Thus, the model only predicts the general response to
high levels of preferences for status-seeking. However, as Cozzi (2004) demonstrates in his paper,

the prediction hods in a setting with heterogeneous agents (or countries), i.e. stronger status-

8See Cozzi (2004) pp. 902-904 for mathematical details.

Tt should be noted that this does not limit the implications of the model to wealth generated via capital
income. This is merely how household income is defined in the model.

Thus, r(t) = A for all t > 0.
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seeking preferences leads to stronger preferences for redistribution. It should also be noted that
the Cozzi-model maintains the equity/efficiency-tradeoff (i.e. Mirrlees, 1971). That is, higher
levels of wealth will still generate negative preferences towards positive redistribution, but the

effect is mitigated by citizen’s desire to discourage over-saving.

As argued by Cozzi (2004, p.912), the mathematical link makes it hard to dismiss the whole causal
channel, unless one literally assumes that real world countries have no degree of social reward
for individual achievement. However, he also warns that if redistribution systems have indeed
been put in place to correct for the "rat race"-externality, the predicted relationship between
cultural status-seeking preferences and redistribution may be difficult to observe in the data.
Still, it is relevant to bear in mind that politics is about more than just individual preferences
for redistribution. Thus, it is difficult to evaluate to what extent historical election outcomes

have already corrected for the negative externality.

4 Research focus and motivation

The Cozzi-model states a clear theoretical channel of cultural transmission, implying that dif-
ferences in the intensity of status-seeking behavior across countries contributes to the observed
variation in redistribution preferences. Again, to the best of my knowledge, there is no previ-
ous empirical study in the economic literature devoted to evaluating Cozzi’s causal relationship
between cultural status-seeking preferences and preferences for redistribution. Findings from
relating studies, explicitly focusing on preferences for status, have not considered the effect of
culture and some even take preferences for status as given (e.g. Corneo and Griiner, 2000, 2002).
Previous research provides compelling evidence, indicating that culture is a significant determi-
nant of preferences for redistribution (e.g. Alesina and Giuliano, 2010; Luttmer and Singhal,
2011). The aim of this thesis is therefore to examine to what extent cultural values of status
effect preferences for redistribution. More precisely, I attempt to answer the following research

question.

Do preferences for status-seeking in the country of ancestry have a positive effect on

individual preference of redistribution among second-generation immigrants?

Previous research on culture and social preferences has highlighted the importance of the empir-
ical setting. There have, for example, been arguments against the use of aggregated economic

variables when trying to identify cultural effects since such variables are likely to reflect more

11



than just cultural traits (e.g. Fernandez, 2011). If the Cozzi-model holds in reality, there should
be a positive relationship between cultural values of status and individual preferences for re-
distribution. I follow an epidemiological approach to examine this relationship in detail. The
geographic scope is limited to a dataset based on three waves of the European Social Survey,
constructed according to the specifications of Luttmer and Singhal (2011).!! This is a favorable
setting since the use of survey data for multiple European countries in combination with multiple

countries of ancestry, reduces the potential issue of selection bias among respondents.

Within the field of economics, preferences for redistribution can be found in many research areas.
As a variable, it is an important component in most models that attempt to explain economic
growth, and has an even more significant role in the field of public economics. It is there-
fore highly relevant to better understand the relationship between cultural values and attitudes
towards redistribution, as well as to find ways through which the effect can be estimated in
a credible way. In general terms, the reason why preferences for redistribution matter is fairly
straight forward: stances on whether or not the government should redistribute from the wealthy
to the poor, and to what extent, is likely the most important dividing line between the political
left and the political right. At least on economic issues. Identifying the determinants of atti-
tudes towards redistribution almost amounts to providing an explanation to where ideological
preferences on economic issues come from (Alesina and Giuliano, 2011). Moreover, in times of
increased human mobility following the rise of globalization, and the flows of migration resulting
from disruptive events throughout history (i.e. war, and other contextual factors limiting future
prospects of individuals), it becomes important to understand how inherited cultural values of
immigrants can shape the policies of the societies to which they migrate (Luttmer and Sing-
hal, 2011). Therefore, with the discoveries of new empirical methods, it is highly relevant to
examine economic theories, such as the Cozzi-model, that may ultimately help researchers and

policymakers better understand economic outcomes.
4.1 Hypotheses

In order to answer the research question of this thesis, I state the following two hypotheses.

H1: Preferences for status-seeking in parental birth countries has a positive effect on individual

preferences for redistribution among second-generation immigrants.

1 See section 5 Data and Method, for a detailed explanation.
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H2: The magnitude of the effect of the mother’s culture is equal to the effect of the father’s

culture, on individual preferences for redistribution.

The first hypothesis tests the effect of the average culture of both parents, and is in line with
the epidemiological approach as described by Fernandez (2007). However, if this specific cultural
effect is predominantly transmitted from one parent, e.g. the father, the results of the first
hypothesis could be misleading. In the second hypothesis, I therefore examine the strength of
the transmission coming from mothers and fathers, separately. This also relates to findings from
in previous research, suggesting a stronger effect of the mother’s culture on individual preferences
than the effect of the father’s culture (e.g. Dohmen et al., 2008; Luttmer and Singhal, 2011).
Wile the second hypothesis adds depth to the analysis, there is always a possibility that other
relevant, although unknown, angles of this transmission are not fully accounted for. Such a

possibility must therefore be kept in mind when assessing the results.

In addition I state a third hypothesis based on the use of an alternative outcome variable. Al-
though social preferences for redistribution are likely a more accurate measure than aggregate
data on election outcomes or income tax rates, it is difficult to know with certainty whether the
survey data reflects true preferences of the respondents and not only reporting behavior. There-
fore, I also examine the effects of ancestral country preferences for status-seeking on individual

voting behavior.!?

H3: Parent birth country preferences for status-seeking has a positive effect on individual be-

havior to vote for a left-wing political party.

This final hypothesis is meant to provide an early indication of the cultural effect on individual
preferences for redistribution, based on voting behavior. Hence, the possibility of noise coming
from individual attitudes towards other political issues is recognized, and the results will be

analysed with caution.

5 Data and Method

I use data from the three first rounds of the European Social Survey (ESS): 2002/2003, 2004 /2005,

and 2006,/2007. This cross-sectional survey, covering a large sample of 32 European countries, was

2Luttmer and Singhal (2011) perform a similar test on first-generation immigrants and the effect of birth
country preferences for redistribution.
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initiated by the European Science Foundation with a mission to measure and compare attitudes
and behavior across countries and over time, in a methodologically rigorous way. Again, the

creation of the final dataset follows the steps taken in the paper by Luttmer and Singhal (2011).

TABLE 1 — ORIGINS OF SECOND-GENERATION IMMIGRANTS WITHIN ESS SAMPLE COUNTRIES

Obs. with ~ Obs. with Distinct (Sum)
ESS Round Full Second one ESS two ESS parental Most
native generation immigrant immigrant birth prevalent

Country: 1 3 sample  immigrants parent parents countries  birth country
Austria (AT) * ok * 5 866 300 264 36 24 (82) DE
Belgium (BE) ok * 4 629 237 157 80 15 (71) FR
Bulgaria (BG) * 1299 30 16 14 4 (11) GR
Switzerland (CH) * * 4 709 429 307 122 21 (129) IT
Cyprus (CY) * 874 16 16 0 6 (7) GR
Czech Rep. (CZ) * ok 3810 122 88 34 8 (84) SK
Germany (DE) * * 7512 256 175 81 21 (80) PL
Denmark (DK) * * 3948 114 99 15 16 (46) DE
Estonia (EE) * * 2 591 546 312 234 9 (453) RU
Spain (ES) * ok * 4 543 25 21 4 5 (13) PT
Finland (FI) x ok * 5429 25 23 2 3 (15) RU
France (FR) * ok * 4677 241 154 87 18 (92) IT
Great Britain (GB) %  x * 5 487 144 114 30 14 (84) IE
Greece (GR) % 4276 159 50 109 6 (135) TR
Hungary (HU) * % 4 339 90 79 11 12 (43) RO
Ireland (IE) ok * 5199 111 104 7 9 (96) GB
Israel (IL) * 1458 — — - - —
Iceland (IS) * 525 9 9 0 6 (4) DE
Ttaly (IT) * ok 2571 9 9 0 7 (2) FR
Luxemburg (LU) * 1 946 257 170 87 15 (63) DE
Latvia (LV) * 1517 177 125 52 5 (137) RU
Netherlands (NL) * ok * 5 452 130 116 14 14 (79) DE
Norway (NO) ok * 4 980 96 92 4 15 (25) SE
Poland (PL) % % 4 993 71 51 20 7 (39) DE
Portugal (PT) ok * 5124 8 8 0 2 (6) ES
Romania (RO) * 1932 6 6 0 3 (3) BG
Russia (RU) * 2 105 82 76 6 5 (73) UA
Sweden (SE) * * 4 951 264 212 52 20 (115) FI
Slovenia (SI) * ok * 3 718 68 64 4 12 (21) AT
Slovakia (SK) % 2 860 140 122 18 9 (68) CZ
Turkey (TR) * 1632 30 16 14 4 (14) BG
Ukraine (UA) * * 3294 436 345 91 9 (391) RU
Sum: 118 246 4 628 3 400 1228

Notes: Author’s own computations based on Luttmer and Singhal (2011). Data sources collected from the European
Social Survey (see dedicated section in the Appendix for more details).

Dataset creation

The three rounds of survey data contains information from wide range of survey items. These
range from basic characteristics, such as gender, age, and country of birth, to more detailed infor-
mation on educational attainment, occupational status, income variables, and other descriptives
of relevance when studying preferences for redistribution. All data from the ESS integrated

datasets were merged along with supplementary country specific files, containing information
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left out by the ESS due to minor discrepancies or measurement errors.'> The merged dataset
contains information on 118,246 native respondents. It has been restricted to individuals who
are at least 18 years old and have a reported preference for redistribution (i.e. the value of
the dependent variable is not missing). In addition, individuals whose age is missing are also
dropped from the sample.'* The first column of Table 1 provides an overview of the countries
participating in each round of the ESS survey. Out of the 32 residence countries listed below, 17

participated in all three rounds and seven only participated once.

For this thesis, the primary sample consists of second-generation immigrants. These are all re-
spondents, living in their native countries, with at least one parent who was born in a different
ESS survey country. Thus, either both parents immigrated from another ESS survey country or,
one parent immigrated and the other parent is a native. Information on parent birth countries is
provided by survey items found in ESS Rounds 2 and 3. Since Israel only participated in Round
1, there is no data on any second-generation immigrants from that country of residence. The
number of observations classified as second-generation immigrants in each country are listed in
the third column of Table 1. Columns 4 and 5 divide the number of second-generation immigrants
into two groups, those with one immigrant parent and those having two parents that immigrated
from another ESS country. This data is unweighted, and primarily meant to provide an overview
of the sample variation and respondent diversity, in terms of ancestral backgrounds.'® Among
the respondents in the dataset, it is more common to have one immigrant parent than it is to
have two. Columns 6 and 7 illustrates the diversity of cultural backgrounds found in the sample.
For example, in the first row it reads that among the 300 second generation immigrants, there
are 24 distinct parental birth countries, from which at least one parent migrated. Germany is the
most prevalent parental birth country among second generation immigrants in Austria, with 82
observations. Summing up the values in column 6 illustrates the level of diversity in the dataset.

There are, in total, 324 unique combinations of residence/ancestry-country pairs in the sample.

13Supplementary files refer to country specific data that either deviated from reporting standards (i.e. sample
selection, answer registration procedure, etc.). At the time of access, however, ESS have had time to revise some
of the data, making some of the data mergers in Luttmer and Singhal’s (2011) instructions redundant.

1n their STATA do-file, Luttmer and Singhal (2011) refer to these observations as being "untrustworthy" and
state that such basic information is necessary (for access, see the dedicated section in the Appendix). Following
a similar logic, the authors also drop observations who did not report their gender. However, there were no
observations with missing gender data among the sample of second-generation immigrants. Additional descriptives
of the data are found under Summary statistics in the Appendix.

15The flows of parental migration described here should thus not be seen as a representative illustration of
actual migration patters among the participating countries.
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Additional data on political party alignment

As stated earlier, the aim of the third hypothesis is to examine the effect of cultural preferences
for status-seeking on individual voting behavior, as an alternative measure of preferences for re-
distribution. The ESS survey questionnaires contain items regarding respondent voting behavior.
That is, information on whether they voted in the most previous national election, and which
specific political party they voted for. Luttmer and Singhal (2011) use data from the Database of
Political Institutions, created in the Development Research Group of the World Bank by Beck et
al. (2001). This database classifies the three largest government political parties and the largest
opposition party as right, center, left, or N/A. These are coded on a three point scale ranging
from 1 to 3 (right=1, center=2, left=3). Luttmer and Singhal (2011) supplement the Beck data
with political classifications by Huber-Inglehart (1995) to cover even more political parties, and
add their own cases when sources were available to make a clear match between a party and
its location on the left-right scale. However, about a third of all political parties could not be
classified. In the sample of second-generation immigrants, a total of 3,164 respondents stated
that they voted in the last national election. Out of these, there are party-alignment matches
available for 2,185 respondents. Moreover, the party-alignment cases where Luttmer and Singhal
(2011) consider the classifications to be of high certainty (or "high quality") make up a total of
1,854 respondents.

5.1 Classification of individual preferences for redistribution

The main outcome variable in this thesis is individual preference for redistribution, measured
and coded identically to Luttmer and Singhal (2011). In all three ESS rounds, respondents
were asked to rate their level of compliance with the following statement: "The government

should take measures to reduce differences in income levels."'6 Answers were recorded on a five-

nn nn

point bipolar categorical-scale ("agree strongly," "agree," "neither agree nor disagree," "dis-
agree," "disagree strongly"), which I code on a five-point scale in the final dataset ranging from
1="disagree strongly" to 5="agree strongly" (i.e. the opposite order of how the answers were
originally recorded in the survey data). Wile the policy measure discussed in Cozzi’s (2004)
model is restricted to income taxation (on capital), this measure concerns redistribution in gen-
eral. However, since income taxation is far from being the sole policy instrument through which

governments address inequality, this is not considered to be an issue.

16 A5 is acknowledged by Luttmer and Singhal (2011), the statement does not provide any information about
which country the "government" belongs to. However, the preceding question in all three surveys, also focused
on political views, explicitly refer to the country of residence.
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5.2 Classification of cultural preferences for status-seeking

In order to control for average status-seeking preferences among different countries of ancestry,
an appropriate proxy needs to capture the specification of the theory in Cozzi’s (2004) paper.
That is, a valid proxy should on the one hand capture the individual "need for achievement,"
while on the other hand also reflect the "social reward" associated with such success (Cozzi, 2004
pp. 911-912). The author himself suggests the use of religious affiliation as a proxy for cultural
status-seeking preferences, motivated by the arguments put forth by Max Weber (1930) in his
thesis about the Protestant "work ethic." Cozzi (2004) predicts that Protestants should have a
higher preference for redistribution than, for example, individuals who adhere to Catholicism.”
However, using Weber’s (1930) work ethic hypothesis to motivate the use of religious affiliation
as a proxy in a cross-country setting is problematic. In his work, Weber (1930) specifically refers
to the branch of Christianity known as Reformed Protestantism, which spread throughout large
parts of Switzerland in the sixteenth-century. Thus, the work ethic hypothesis does not concern
Protestantism in general. This is significant since Reformed Protestantism was more radical and,
allegedly, independent of the teachings spread by Martin Luther around the same time (Basten
and Betz, 2013). Given the scope of this thesis, I therefore find it more suitable to consider
another proxy for status-seeking preferences. The proposed alternative is found in the section of
the ESS surveys covering human values. Respondents were asked to state how well they identify

with a person fitting the following description:

"Being successful is very important to her/him. She/he hopes people will
recognize her/his achievements."

_n

Answers were recorded on a six-point bipolar categorical-scale (from 1="very much like me" to

="not like

6="not like me at all"). In the dataset, I recode this question into ranging from 1
me at all" to 6="very much like me" (i.e. the opposite order of how the answers were originally
recorded). The strenght of using this survey item as a proxy for status-seeking preferences is that
the question manages to capture the essence of status-seeking as it is described in Cozzi’s (2004)
model. The very same survey item has also been featured in empirical sociology studies, where

researches attempt to estimate preferences for status-seeking (e.g. Paskov et al., 2013; Paskov,

"In his well known work "The Protestant Ethic and the Spirit of Capitalism," Weber (1930) argues that the
Protestant ethic, promoting excellence through hard work, provided the foundation to the evolution of Capitalism.
The use of Protestantism as a proxy for economic prosperity or a strong work ethic can be found in previous
empirical studies (see e.g. Becker and Woessmann (2009)).
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2015). The final proxy variable is created in two steps.First, I define the preference for status-
seeking in a parent’s country of birth. Second, to get a combined value for both the mother and

father of a respondent: I calculate the average of the mean preferences in each parent’s country

of birth.!8

It is worth noting that the nature of the question, containing two parts, might have an important
effect on the respondents’ answers. An individual who, for example, strongly identifies with
placing a high value on personal success, does not necessarily have to feel a strong need for others
to recognize her/his achievements. Moreover, there is always the question of how individuals
interpret and perceive success as well as recognition from others. However, even with the potential
of variation across some of the observations in the accuracy of the measure, it should still serve

as a good proxy for the average country-level of status-seeking preferences.
5.3 Identification strategy

Estimating the causal effect of cultural preferences for status-seeking and individual preferences
for redistribution is a challenging task. In order to identify this effect I follow an epidemiological
approach, where status-seeking culture is proxied by social preferences in the ancestral countries
of second-generation immigrants. Fernandez (2007) notes that there are important advantages
with studying descendants of immigrants. First of all, second-generation immigrants have grown
up in the same economic and institutional environment as any other native resident (i.e. those
whose parents did not immigrate form another country). Thus, there should be little worry
that the economic and institutional environment in the country of ancestry has had an impact
on individual preferences, which is likely the case when studying first-generation immigrants.
The second advantage is concerns the potential issues associated with cultural shocks. First-
generation immigrants may be subject to shocks, such as language barriers or discrimination,
which could result in deviations from their traditional behavior. Hence, having been raised in the
residence countries, such shocks should not be relevant for second-generation immigrants (Feran-
dez, 2007). A potential downside of the epidemiological approach, especially when studying the
effect of culture on preferences among the descendants of immigrants, is assimilation. Despite
convincing evidence of persistent cultural preferences, Fernandez (2011) notes that if we consider
culture as socially constructed to be replicated, such behavior may require incentives provided
by a larger social body (e.g. a neighbourhood or school). Assimilation to the dominant culture

will therefore, presumably, weaken the influence of the original culture. Thus, attenuation bias

189ee section 5.4 Estimation for more details.
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is a potential threat to this methodology. It is likely that there will be downward bias of the
effect of ancestry country culture on individual preferences (Fernandez, 2011). This is important
to keep in mind as it implies that even if the regressions produce insignificant results, it does not
necessarily mean that cultural values of status do not have an effect on individual preferences

for redistribution.
5.3.1 General endogeneity concerns

Selection bias

A general concern found in papers studying preferences of immigrants is selection bias. Given
that the decision to migrate is most likely endogenous, it is possible that there is a commonality
among immigrants that influenced their choice of destination country (e.g. Fernandez, 2007;
Alesina and Giuliano, 2010). Previous research has argued that this issue is of a greater concern
in studies focusing on only one destination country (e.g. studies using data on immigrants, or
their descendants, living in the U.S.). Luttmer and Singhal (2011) manage to reduce this problem
by using data on multiple countries of birth and multiple countries of residence in their analysis.
I follow the same approach since it results in a sample characterized by different combinations
of ancestry- and residence countries. Thus, with the 324 unique residence/ancestry-coutry pairs
available in the dataset of this thesis, the issue of selection bias should be considerably smaller
than in other settings with one country of residence and several countries of origin. Still, it is
important to bare in mind that while reduced, selection bias may still be present and affect the

estimated effect of cultural status-seeking preferences.

Omitted variable bias

Another issue that needs to be addressed before proceeding is omitted variable bias. In order
to reduce the likelihood of this potential problem, multiple sets of control variables will be used
to test the robustness of the results. These sets of controls follow those used in the robustness
analyses of Luttmer and Singhal (2011), concerning individual characteristics. Many of these
variables are directly related to factors of importance found in much of the previous research on
determinants of preferences for redistribution, while others serve to increase the richness of the
estimations (i.e. using more narrowly defined controls). Although adding more controls reduces
the risk of having omitted variable bias in the estimated regressions, it is not possible to fully
exclude the possibility that the problem still persists. Thus, it will be necessary to interpret the

results with caution.
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Missing values

There is an ongoing discussion in the literature about the best way to deal with missing values,
and the effect they have on regression output. While some methods appear more promising
than others, in most cases the choice of how to treat missing values depends on the researcher’s
empirical strategy. When using survey data, researchers commonly (1) include dummy variables
in the regression, or (2) run iterations and estimate likely values to replace the missing values
altogether (Allison, 2009). There are pros and cons to both methods.!® In order to limit the
loss of observations due to missing values, Luttmer and Singhal (2011) include dummies in their
regressions taking the value 0 if a certain variable value exists for an observation, and 1 if it is
missing. The use of missing value-dummies is a common feature in empirical research models, as
it limits the potential selection bias associated with missing responses to questions that may not
occur at random (Geishecker and Gorg, 2013). Following Luttmer and Singhal (2011), I include
dummy variables for missing control values in the analysis of this thesis, while still recognizing

that this may cause distortions in the estimated coefficients.
5.4 Estimation

Given the many challenges associated with attempts to estimate the effect of cultural values, I
implement an empirical strategy used in a growing number of studies examining intergenerational
transmission of social values. In addition, I follow some of the steps used to generate estimations
in Luttmer and Singhal (2011), since they perform similar tests but for a different, although re-
lated, research question. As is standard procedure when following the epidemiological approach,
the model will be estimated using an Ordinary Least Squares (OLS) model (Fernandez, 2007,
2011).

Empirical definition of the proxy for culture
The following steps illustrate how the proxy for parental birth country status-seeking preferences
is calculated.?® First, I define the preference for status-seeking in a parent’s country of birth as

follows. I calculate the mean preference of natives in every birth country for each ESS round,

9Econometricians whose main interest lies in studying the actual models that are eventually estimated, tend
to favor of the latter approach (Allison, 2009). However, when estimating values to replace missing ones, the
researcher must feel confident about not removing important information from the empirical model. It may be
the case that people systematically refuse to answer certain questions, which could be tied to cultural values (e.g.
discussing money or personal income).

20The calculations follow Luttmer and Singhal (2011) for their proxy of birth country preferences for redistri-
bution.
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weighted by individual weights, and then average across rounds.?! If a country did not participate
in all rounds of the survey, the birth country preference is defined through the average of data
available across all rounds.?? Second, I define "preferences for status in the parent country of

birth" as follows:

(status,,; + statusy;)
2

statusy; =

where status,; denotes preferences for status in the parent country of birth of a second-generation
immigrant i. As was mentioned in the classification of cultural preferences for status-seeking (see
section 5.2), this value is the average of the mean preferences in the mother’s country of birth
(statuspm;) and the mean preferences in the father’s country of birth (statusys;). Given that, for
a slight majority of the sample, the observations have one native parent and one foreign-born

parent, this measure will include both the foreign and the native culture for those observations.

Empirical model specifications

The main model will be estimated according to the following specifications:

prefi = o+ Bi(statusy;) + X; + 0, + €

The dependent variable pref; denotes second-generation immigrant ¢’s preference for redistribu-
tion. First among the control variables, status,; is the parent birth country mean preference
for status-seeking. X; represents a vector of individual characteristics.?> These include demo-
graphic variables, such as age and gender. To capture effects of expected gains and losses from
redistribution, as in theory of Meltzer and Richard (1981), the vector also contains individual
characteristics related to education, and individual income. If the Meltzer-Richard model is
correct, preferences for status-seeking in the parent’s country of birth should not be significant,
since preferences for redistribution are solemnly determined by the expected gains or losses from
redistribution. In the sensitivity analyses of the models, examples of other relevant factors that
will be included, such as occupation and industry of employment (e.g. Corneo and Griiner 2002),

religious affiliation (e.g. Alesina and Giuliano, 2011; Basten and Betz, 2013; Luttmer and Sing-

21The weights are the ESS survey’s own within country weights, found in the survey data.

22The mean value of preferences across countries are nearly perfectly correlated, hence observations will not be
excluded if (one of) their country of ancestry did not participate in the same wave of data.

238ee Summary statistics in the Appendix for details about the selection of characteristics that are considered
for the different estimations presented in the following section.
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hal, 2011), and parents educational attainment (e.g. Fernandez, 2009; Luttmer and Singhal,
2011). These additional controls, related to determinants of preferences for redistribution found
to be significant in previous research, also include a time dummy indicating the round/year when
the respondent was interviewed. The final element of the regression model is 6,.;, which denotes a
fixed effect variable for second-generation immigrant i’s country of residence r. It ties the model
together by controlling for country specific factors (such as institutions, economic environment,
etc.). Moreover, it also controls for the culture specific to the residence country, which is signifi-
cant given the specification of the proxy-variable for ancestry-culture. That is, with the residence
country fixed effect included, status,; will only reflect the effect of the cultural preferences com-
ing from the foreign-born parent. For all estimations, the standard errors are adjusted to allow
for clustering of error terms by parental birth country.?* The model specification above will
first be estimated to examine the effect of status-seeking culture transmitted from both parents
combined. It will then be adjusted to test the transmission of preferences from the mother’s
culture only, and similarly estimated using only the culture transmitted from the father’s birth

country culture.

24For all second-generation immigrants with one native parent, the clustering of error terms is set to the birth
country of the immigrant parent. Among the observations whose parents both immigrated from another ESS
survey country, 88% were born in the same country. The remaining 12% are clustered after the mother’s country
of birth, based on observations in previous research suggesting a greater influence coming from the mother’s
culture (e.g. Dohmen et al. 2008; Luttmer and Singhal, 2011).
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6 Results

6.1 Parent birth country preferences of status-seeking and the effect on in-

dividual preferences for redistribution

The results of the estimated model, using both parent’s birth country status-seeking preferences
are reported in column 1 of Table 2. In the sample of second-generation immigrants, culture of
status-seeking has a positive effect on the individual preference for redistribution, significant at

the ten percent level.

Among the remaining control variables, the estimated results suggest a pattern of individuals
acting out of economic self-interest. Those with more than secondary education have significantly
lower preference for redistribution than individuals whose highest completed level of education
is secondary school or less. The effect on preferences for redistribution appears to follow the
same pattern for educational attainment of spouses. It is not very surprising to see that high-
income households favor less redistribution. Specific controls for main source of income, where
"wage and salary" is the omitted income variable, reveal that self-employed individuals (relative
to the omitted category) have lower redistribution preferences. A similar effect is observed
for those with a main source of income other than the specified categories.?> Moreover, it is
interesting to see that there is no significant effect coming from the primary income sources
of pensions, unemployment benefits, or social benefits. As a measure to control for the effects
of unemployment, the regression includes controls controls for working the previous week and
periods of long term unemployment. While having a paid job in the week prior to the survey
interview does not appear to have a significant effect on redistribution preferences, individuals
with a history of having been unemployed for a period in excess of 12 months exhibit higher
preferences for redistribution. While size of the household does not appear significant in the
regression results, having a child living in the household appears to increase the preferences
for redistribution. Even after controlling for the above variables, both gender and age have a
positive, statistically significant, effect on preferences for redistribution. Thus, women appear
to be more altruistic than men. Still, it may be the case that the set of controls used in the
estimated regression of Table 1 is not detialed enough to capture some other relevant variable

that may reduce this significant difference between the sexes.

25This category is somewhat difficult to interpret since the ESS survey does not provide any specific information
as to what this "other" source of income refers to. Hypothetically, it could potentially be anything from student
loans, or stipends, to money provided by some private benefactor.
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TABLE 2: PREDICTORS OF PREFERENCES FOR REDISTRIBUTION

Dependent variable: Second generation Second generation
Subjective preference for redistribution immigrants immigrants Natives
Coefficient (SE) Coefficient (SE) Coefficient (SE)
Parent birth country status-seeking pref. 0.106* (0.060)
Age 0.005%*  (0.002) 0.004**  (0.002) 0.004***  (0.001)
Female 0.137%%*  (0.034) 0.135%**  (0.046) 0.118%%*  (0.018)
Own education low 0.067 (0.053) 0.069 (0.046) 0.019 (0.018)
Own education high —0.124%*  (0.051) —0.126%**  (0.037) —0.180%**  (0.020)
Spouse education low —0.019 (0.059) —0.019 (0.066) 0.018 (0.015)
Spouse education high —0.102%* (0.037) —0.106** (0.049) —0.136*%**  (0.024)
Divorced or separated —0.17 (0.063) —0.018 (0.073) 0.097***  (0.015)
Widowed ~0.119 (0.074) —0.118%*  (0.055) 0.002 (0.022)
Never married —0.027 (0.058) —0.031 (0.047) 0.048***  (0.015)
log household income —0.102%**  (0.025) —0.103***  (0.021) —0.083*%**  (0.013)
Primary source of income
Self employed —0.242%%%  (0.085) —0.243%%%  (0.053) —0.192%%%  (0.027)
Pension ~0.017 (0.048) —0.015 (0.059) ~0.009 (0.020)
Unemployment benefits —0.065 (0.138) —0.065 (0.150) 0.156***  (0.037)
Social benefits 0.066 (0.089) 0.066 (0.096) 0.126**  (0.053)
Investment ~0.092 (0.253) —0.081 (0.284) —0.419%**  (0.071)
Other —0.367**  (0.137) —0.373%*  (0.123) —0.121%%*  (0.042)
log household size —0.013 (0.048) —0.011 (0.037) 0.035***  (0.012)
Paid work last week —0.034 (0.031) —0.034 (0.027) —0.003 (0.012)
Has a child in the household 0.099** (0.042) 0.099** (0.044) —0.005 (0.014)
Ever unemployed > 12 months 0.192***  (0.059) 0.194***  (0.040) 0.141***  (0.026)
Lives in metropolitan area 0.009 (0.021) 0.012 (0.035) —0.044** (0.019)
ESS Round 2 —0.118%%*  (0.043) —0.118%*  (0.046) —0.051* (0.029)
Country dummies (31) YES YES YES
Constant 4.033 (0.409) 4.478 (0.246) 4.239 (0.124)
N 4,628 4,628 76,271
Adjusted R? 0.1161 0.1155 0.1293

Notes: The dependent variable is subjective support for income redistribution by the government. Robust standard
errors adjusted for clustering by country of origin are in parentheses. Country status-seeking preferences are measured as
the mean subjective preference for status-seeking (Q: Important to be successful and that others recognize achievements)
in the parent birth country. Low education includes the category "Primary or less." Secondary education is the omitted
category and corresponds to the category "Lower secondary or second stage of basic." High education includes the
following three categories: "Upper secondary," "Post-secondary, non-tertiary," "First stage of tertiary." The omitted
marital category is "Married." The omitted inco." me source is "Salary and wages." The dummy variable for ESS round 3
is omitted since ESS2 and ESS3 are the only waves including information on parental birth countries. (Unreported)
dummies are included for missing regressors.

x %%  Significant at the 1 percent level.
% Significant at the 5 percent level.
+  Significant at the 10 percent level.

Table 1 also illustrates that the estimated effects of the demographic and economic control vari-
ables on preferences for redistribution are similar for second-generation immigrants (column 2)
and natives whose parents were born in the residence country (column 3). Parent birth country
preferences for status-seeking are not included as a variable in columns 2 and 3 for comparison

purposes, since this variable cannot be identified separately from the country fixed effects for
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respondents whose parents are both non-immigrants.? Moreover, comparing the explanatory
powers (adjusted R-squared) of the estimations in columns 1 and 2 shows that including parent
birth country culture in the regression adds to the explanatory power of the model from 0.1155

to 0.1161.

Sensitivity analysis

A concern regarding the estimated results in Table 2 is the significance level of the coefficient for
parent birth country preferences for status-seeking. Since the effect is only statistically signifi-
cant at the ten percent level, it raises the question of how robust the result really is. Therefore
I re-estimate variations of same model to examine how sensitive the result is to the choice of

economic controls. 27

TABLE 3: ROBUSTNESS OF THE PARENT CULTURE ESTIMATE

Dependent variable:

Subjective preference for redistribution Parent birth
country status-

Specification: seeking pref. (SE) Adjusted R2 N
1. Only including country fixed effects: 0.133* (0.059) 0.0743 1628
2. Baseline regression, with fewer controls (Table 2): 0.106* (0.060) 0.1161 4628
3. Baseline regression: 0.129* (0.065) 0.1210 4628
4. Baseline regression, with more controls: 0.115* (0.061) 0.1306 4628
5. Baseline regression, with extensive controls: 0.091 (0.064) 0.1357 4628

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. (Unreported) dummies are
included for missing regressors. The baseline regression with fewer controls corresponds to the regression used in Table 2.
The baseline regression adds several controls: More detailed controls for own education ("primary or less," "lower
secondary or second stage of basic," "upper secondary," "post-secodary, non-tertiary," "first stage tertiary," and "second
stage tertiary"); third order polynomials in the logs of household income and household size; a quadratic term for age;
indicators for whether the spouse is currently working and wether the respondent has ever had a paid job; a set of eight
1/0 dummies expressing religious affiliation. Row 4 adds more controls: a dummy for linguistic minority; coded as 1 if the
respondent’s primary language spoken at home is spoken by less than 30 percent of the native population; a dummy equal
to 1 if the respondent attends religious services once a month or more; a dummy equal to 1 if the respondent voted in the
last national election; set of 0/1 dummies for main activity over the last week; three 0/1 dummies to indicate union
membership; 10 occupational categories; 16 industry categories. Row 5, includes background controls for mother’s and
father’s education (defined as in Table 2).

x %%  Significant at the 1 percent level.
% Significant at the 5 percent level.
*  Significant at the 10 percent level.

26Running the model for both groups and include a sample dummy, one cannot reject the hypothesis that the
individual characteristics predicting preferences for redistribution have the same effects for both sample groups
(p-value: 0.78).

2"In order to monitor any potential presence of multicollinearity, I continuously check the Variance Inflation
Factor (VIF) for the variable concerning parent culture. However, since I am only interesting in the one relationship
between individual preferences for redistribution and cultural preference for status-seeking, there is no need for
concerns over multicollinearity among the remaining controls (Wooldridge, 2012).
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Table 3 illustrates the estimated coefficients for parent birth country preference for status-seeking.
The estimated coefficient is significant at the ten percent level when estimated with more basic
controls (row 1). In row 2 the estimated coefficient is generated from at model, identical to
that of column 1 in Table 2. More narrowly defined, and additional, controls are added in the
regression of row 3. Educational attainment is controlled for with greater detail (now five different
dummies, ranging from "primary or less" to "first stage tertiary"), allowing for preferences to
vary more with educational background. Differences in the effects of household income and size
are controlled for by adding a squared and quadratic terms for both variables, and a squared
term for age is added following the same logic. Eight dummy variables for religious affiliation are
also included. In addition, the regression in row 3 controls for the spouse’s employment status,
and whether the respondent has ever had a paying job.?® The estimated coefficient for a one
unit increase in the parent birth country preferences for status-seeking is 0.129, which remains
significant at the ten percent level. I use this set of controls as the baseline set of controls, and

they will be included in all further analyses (unless otherwise stated).

In row 4, I include additional controls for religiousness (religious attendance), whether or not the
language spoken at home is a minority language in the country of residence, and voting history
(i.e. voted or not) in the most recent national election. Additionally, more economic controls are
added, such as respondent’s main activity in the previous week, union membership, controls for
occupational categories, and controls for occupation industry. Including more controls, seems
to decrease the magnitude of the estimated effect of parent birth country culture, although it
still appears to be significant at the ten percent level. The more extensive set of controls in
row 5 also controls for the educational attainment of the the respondent’s parents. Parent birth
country preferences for status-seeking still have a positive effect on individual preferences for

redistribution, but this effect is no longer statistically significant.
6.2 Cultural transmission from the individual parent

With the results above indicating a significant effect on individual preferences for redistribution
coming from the parent birth country preferences for status-seeking, I turn to examining the
cultural transmission of preferences coming from the individual parent (i.e. the mother’s or the
father’s culture only, not both). Before proceeding with the results for the effect of the individual

parent’s brith country preferences for status-seeking on individual preferences for redistribution,

28The motivation of the controls is found in section 5. All controls relate to findings in previous research about
determinants deemed significant for preferences for redistribution.
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I consider the overlap in observations between observations with either one or both parents
immigrating from another ESS survey country. More specifically, I examine the possibility of
a stronger cultural effect among those respondents whose parents immigrated from the same
country. A re-estimation of the model specification in row 3 of Table 3, using an interaction
term between the parent birth country preferences and a dummy variable indicating if parents
immigrated from the same country, shows that there is no immediate significant difference in
the effect on individual preferences for redistribution. In fact, the estimates suggest a slightly
negative (insignificant) effect of parent birth country preferences if both parents migrated from
the same ESS survey country.?? Thus, this aspect should not affect the results and hence, the
evaluation of whether there is a difference in the effect of cultural preferences for status-seeking

when considering the parents cultural preferences separately.

TABLE 4: CULTURAL TRANSMISSION FROM THE INDIVIDUAL PARENT

Dependent variable:

Subjective preference for redistribution Parent birth
country status-
Specification: seeking pref. (SE) Adjusted R? N
Mother’s birth country preferences for status-seeking
1. Baseline regression 0.082%* (0.038) 0.1352 2913
2. Baseline regression, more controls 0.084** (0.032) 0.1473 2913
3. Baseline regression, extensive controls 0.066** (0.031) 0.1499 2913

Father’s birth country preferences for status-seeking

4. Baseline regression —0.002 (0.088) 0.1160 2943
5. Baseline regression, more controls 0.000 (0.083) 0.1261 2943
6. Baseline regression, extensive controls —0.001 (0.089) 0.1264 2943

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in rows 3, 4, and 5 of Table 3. (Unreported) dummies are
included for missing regressors.

%%  Significant at the 1 percent level.
*%  Significant at the 5 percent level.
%  Significant at the 10 percent level.

Table 2 illustrates the results from the estimated regressions. In rows 1-3, I use data for the
2,913 individuals whose mothers immigrated from an ESS survey country different from the
respondent’s birth /residence country. For these three regressions, the parent culture effect is es-
timated using the mother’s birth country preferences for status-seeking. Similarly, the estimated
regressions in rows 4-6 are estimated using data for people whose fathers immigrated from an-

other ESS survey country, where the parent birth country preference for status-seeking are set

29Gee the estimated coefficients in Table Al in the Appendix.
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to equal the preferences in the father’s birth country.

In rows 1 and 4, using the baseline set of controls (see notes for Table 3), the estimated effects
of the individual parent’s birth country preferences for status-seeking are strikingly different.
Statistically significant at the five percent level, the mother’s brith county culture has a positive
effect on individual preferences for redistribution. Looking at row 4, the father’s culture has
a small negative effect on individual preferences for redistribution, although this effect is not
statistically significant. The remaining results in Table 4 indicate a consistency in the effect of
the mother’s birth country preferences for status-seeking on individual preferences for redistri-
bution. In row 3, where I include a control for the mother’s level of education, the cultural effect
appears to still be of significance. As expected, the effect of the mother’s birth country decreases
when adding more controls to the regression, and the explanatory power of the model increases
(evident by the increase in the adjusted R-squared value). In rows 5 and 6, I re-estimate the
regression but include more control variables (just as in rows 2 and 3). While the goodness-of-fit
of the estimations increase with the inclusion of more control variables, both estimates in rows
5 and 6 for the effect of the father’s culture show a weak influence on individual preferences for
redistribution, which remains insignificant at all levels.3? While the results suggest a difference
in the cultural effect coming from the individual parent, there is still slight overlap of the two
samples. As an additional sensitivity analysis I re-estimate the coeflicients in rows 1 and 4, using
only observations with one immigrant parent, which yields statistically insignificant estimates.

Still, the signs of the coefficients are the same as is rows 1 and 4 of Table 4.3!
6.3 The effect of culture on second-generation immigrant voting behavior

Since the variable used to measure the individual preference for redistribution does not necessarily
reflect how an individual would actually behave, thus not mirroring "true preferences," I use
an alternative measurement focusing on second-generation immigrants’ voting behavior. That
is, I test for the effect of intergenerational cultural transmission on redistribution preferences,

expressed through voting behavior.3?

30Estimations of the model using more basic sets of controls are consistent with the findigs listed in Table 4.
See Table A2 in the Appendix for specific results.

31See table A3 in the Appendix.

32To summarize the dependent variable once again: all political parties that respondents voted for are coded
by Luttmer and Singhal (2011) using data from the Beck database as being either right (=1), center (=2), or left

(=3).
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TABLE 5: THE CULTURAL IMPACT ON SECOND-GENERATION IMMIGRANTS’ VOTING BEHAVIOR
Dependent variable:

Left-right party scale using Beck database Parent birth

country status-
Specification: seeking pref. (SE) Adjusted R? N
1. Parent birth country preferences for status-seeking: 0.164%* (0.068) 0.1367 1854
2. Mother’s birth country preferences for status-seeking: 0.101* (0.053) 0.1161 1180
3. Father’s birth country preferences for status-seeking: 0.061 (0.066) 0.1667 1099

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in row 3 of Table 3. (Unreported) dummies are included for
missing regressors.

%%  Significant at the 1 percent level.
+*%  Significant at the 5 percent level.
*  Significant at the 10 percent level.

Moreover, In Table 5, using observations with high quality matches for party-alignment, the
parent culture effect is listed for three estimated model specifications: (1) the general effect
of parent birth country preferences for status-seeking, (2) the effect of mother’s birth country

preferences, and (3) the effect of father’s birth country preferences.

The estimated effect, according to the specification of parent birth country preferences for status-
seeking in row 1, shows that a higher preference for status-seeking in the culture of ancestry is
associated with a movement to the left on the three-unit Beck scale. An effect that is statistically
significant at the five percent level. Rows 2 and 3 indicate that the effect is positive coming from
both the mother’s and the father’s birth country culture. However, the result is not statistically
significant for the the effect of the father’s culture in row 3. Adding more observations where
the party-alignment matches are of lower accuracy, does not change the signs of the estimated
coefficients and the effect of parent birth country preferences for status-seeking remains positive
(i.e. a left-movement on the Beck left-right scale). While the estimated effect remains statis-
tically significant at the five percent level for the specification in row 1 of Table 5, individual
contributions from the mother’s and the father’s cultures display some changes. The cultural
effect coming from father’s birth countries has a statistically significant impact on individual
voting behavior, while the culture of the mother’s birth country has no significant effect.?3 Still,

both model specifications estimate positive effects on individual voting behavior, to vote left.

Given the results presented in tables 2 and 3, I cannot reject the first hypothesis of this thesis,

which is that preferences for status-seeking in parental birth countries have a positive effect on

33Gee Table A4 in the Appendix.
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individual preferences for redistribution among second-generation immigrants. Considering the
results in Table 4, there are indications in favor of rejecting the second hypothesis. However,
given the overlap in observations and the sensitivity analysis using only respondents with one
immigrant parent, I cannot with certainty reject that the magnitude of the effect of the mother’s

culture is equal to the effect of the father’s culture, on individual preferences for redistribution.

Having examined the effect of parent birth country preferences for status-seeking on individual
voting behavior, as an alternative measure of preferences for redistribution, I cannot reject the
third hypothesis of this thesis. With the results listed in Table 5, there are robust indications
of a significant, positive effect resulting in a tendency of voting for a left-wing party in national

elections.

7 Discussion

In this thesis, the aim has been to examine to what extent second-generation immigrants are
influenced by cultural preferences for redistribution transmitted from their parents, in a setting
of multiple combinations of residence/ancestry-country pairs. Based on an epidemiological ap-
proach, the results suggest a significant and robust effect of cultural preferences for status-seeking

on individual redistribution preferences.
7.1 Analysis of the main results

In the baseline model, using survey data from 32 European countries, I find both consistent and
significant coeflicients of the effect from the parent birth country preferences for status-seeking
on individual preferences for redistribution. In contrast to previous studies focusing on the influ-
ence of status-seeking preferences on preferences for redistribution, such as Coreneo and Griiner
(2000, 2002), suggesting a negative relationship, I find that cultural preferences for status-seeking
have a positive influence on preferences for redistribution. This may seem counterintuitive, but
unlike previous studies on the effect of status-seeking on preferences for redistribution, they are
obtained in a cross-country setting, using an empirical method designed to separate the effects
of culture from those of the surrounding context. Further sensitivity analyses indicate that the
estimates are robust to individual controls in the country of residence, but potentially sensitive to
controls relating to parental background. In addition, adding parent birth country status-seeking
preferences to the regression model, i.e. columns 1 and 2 in Table 2, only provides a slight in-

crease of the model’s R-squared value. Still, given the risk of attenuation bias, i.e. the likelihood
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of obtaining downward biased estimates, when studying the effects of ancestral cultural values on
individuals who grew up in a different cultural environment, these results still provide a strong
indication that individuals in status seeking cultures are likely to favor more redistribution than
individuals in cultures where status, or individual success are (in general) of lesser importance.
Among the remaining controls in the initial estimation, my results are consistent with previous
research. Economic variables, and relating variables concerning educational attainment, tend to
have a negative effect on preferences for redistribution (e.g. Alesina and Giuliano 2010; Luttmer
and Singhal, 2011). In contrast to the arguments of McCarty, Poole, and Rosenthal (2006),
i.e. that economic factors alone determine political preferences and therefore ultimately also
preferences for redistribution, my results echo those of other economists, suggesting a wider
range of significant determinants. For example, the estimates for basic demographic controls
verify previous findings of gender and differences as significant determinants of preferences for
redistribution, even after having controlled for economic variables (e.g. Corson and Gneezy,
2009; Alesina and Giuliano, 2011). Although most importantly, my results indicate a significant

cultural determinant through the effect of parent birth country status-seeking preferences.

By further examining the effect of cultural status-seeking preferences I find evidence suggesting
that the cultural transmission of preferences in the mother’s birth country is stronger than that
of the transmission of preferences in the father’s birth country (which are insignificant). These
findings are in line with previous research (i.e. Luttmer and Singhal, 2011; Dohmen et al.,
2008), indicating the effect of cultural preferences is not necessarily transmitted equally from,
for example, mother and father. It is interesting to see the mother’s birth country culture being
both more significant and greater in magnitude than the estimated effect of the father’s birth
country culture. However, the data does not offer any information to further study potential
underlying factors contributing to this observed difference. As further support of the initial
findings, the results obtained when examining the effect of parent birth country status-seeking
preferences on individual voting behavior prove to be consistent with the estimates generated

when using preferences for redistribution as the dependent variable.

Are the results enough to indicate a causal relationship between parent birth country preferences
for status-seeking and individual preferences for redistribution among second-generation immi-
grants? Or, in more general terms: do the results point to a causal relationship between cultural
preferences for status-seeking and actual preferences for redistribution? Given the scope of this
thesis and the dataset used to test its hypotheses, it is hard to convincingly state that the results

imply general causality. The next step of the analysis is therefore to discuss the internal and
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external validity of the results.
7.2 Internal validity

Estimating the effect of culture on preferences is challenging, and there are likely many in the
field of economic research who would question whether it is possible to evaluate such an effect in
a credible way. In order to find a causal effect of cultural status-seeking preferences on individual
preferences for redistribution, the proxy for status-seeking preferences must be independent of
any omitted variables that influence individual preferences for redistribution. Despite exten-
sive sensitivity analyses and consistent results, I cannot fully exclude the possibility of omitted
variable bias in the estimation specifications. There is some concern about the robustness of
the results as the effect of parent birth country preferences become insignificant once I include
controls for parental educational attainment. On the one hand, such variables could be the
outcome of living in a society where individual success is highly valued. It could also be that
background variables, on the other hand, are simply more relevant than general preferences for
status-seeking. Still, the significance of the results do appear to remain when controlling for
the effect of the mother’s birth country preferences. In addition, the consistency of the results
indicates a positive general effect from parent birth country status-seeking preferences. Taken
together with the fact that the epidemiological approach is likely to produce downward biased
results, makes the findings more convincing. Still, it is important to address the weaknesses of
my empirical strategy. First of all, by following the dataset construction of Luttmer and Sing-
hal (2011) I only use data from three out of seven available waves of ESS survey data. Given
the novelty of my thesis topic, the 4,638 of my dataset covering 32 European countries, may
not be enough to produce accurate, high quality estimates. Including supplementary data that
were omitted by the ESS from the integrated datafile may also distort the results. Moreover,
the set of ESS survey countries have developed at different paces throughout history under very
different forms of political leadership. One could argue that perhaps living in a ex-Communist
country not only influences preferences for redistribution (as previous research indicates), but
also influences status-seeking preferences. It could then be the case that my estimated results
are partly driven by this effect, and hence do not reflect a general relationship between cultural
status-seeking preferences and individual preferences for redistribution. There is also the ques-
tion of selection bias. It is evident that the majority of countries in the dataset share a border
with their most predominant ancestry country. In terms a systematic pattern in migration, it

is justified to ask what effect this might have on the results. Given the diversity of countries
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in the ESS survey data, possible motives behind relocation to neighbouring countries could be
anything from family ties, escaping poverty, to distrust in the government or job-related issues.
Thus, while migration is likely not an exogenous event in peoples lives, it is difficult to identify
a single commonality that drives this decision. In terms of a possible effect on the results, the
primary worry, beyond loss of generality, is that it causes an upward bias of the estimated effect
of cultural status-seeking values on preferences for redistribution. Still, even though this may be

an issue, I find no evident explanation to support this effect.

It should also be noted that the results may not just suffer from empirical limitations. While
increasingly applied in the economic literature, and intuitively appealing, there is no guarantee
that, in this setting, the epidemiological approach perfectly manages to isolate the effect of culture
on redistribution preferences. Specifically, although I manage to find significant estimates that
are in line with Cozzi’s (2004) predictions, it is possible that other econometric specifications
could provide more accurate results. However, this moves the discussion to questions about
refining the epidemiological approach (or finding new methodologies). Something that is beyond
the scope of this thesis. In addition, such concerns do not make my results less relevant since

this is the first study of, hopefully, many studies to come on this topic.

A general validity concern is the use of dummy variables to indicate missing values, in order to
keep as many observations as possible. While this could result in biased estimates of variables
with missing values, it is not expected to reduce the validity of the parent birth country culture
estimates, as these variables do not contain any missing values. Since the parent birth country
preferences for status-seeking is of main interest to this thesis, I will not discuss validity issues

among the remaining individual controls.

Do parent birth country preferences for status-seeking affect true preferences for redistribution,
in terms of individual voting behavior? The results provide an indication that the relationship
between status-seeking preferences in the country of ancestry and preferences for redistribution
also holds for voting preferences. However, given the limitations of the data used to estimate
this effect, these results should not be considered as anything more than an indication. Voting
behavior is likely to depend on many factors, and could be sensitive to macroeconomic fluc-
tuations. Hence, while the results indicate a significant effect, it is difficult to determine their
validity. Moreover, one could also question whether individuals who vote for the left-wing parties
also have a high preference for redistribution. Since income redistribution is not likely to be the

only political issue that separates individual parties, it is possible that the results do not reflect
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the intended effect in the estimation.

The issues and concerns discussed above could decrease the validity of the results. While the
results provide a first indication of empirical support to Cozzi’s (2004) idea that status-seeking

cultures promote preferences for redistribution, these results should be interpreted with care.
7.3 External validity

Although my findings appear robust in a setting with 324 unique ancestry/residence-country-
pairs, it is difficult to convincingly argue that they would hold if the study was performed using
data on another country. An example could be the United States, where general status-seeking
preferences are likely very high. A limitation to the dataset in this thesis is that it does not
include observations whose parents migrated from the U.S. to an ESS survey country, since the
ESS does not cover individuals living there. As noted earlier, much of the previous research on
status-seeking has been conducted using either survey data on American residents or other U.S.
national data. It is possible that my results would not hold if applied on such data. However,
from a global perspective it is more difficult to predict what the outcome would be. As a result,
I cannot claim that the findings of this thesis are general enough to guarantee similar results if

one were to apply the estimation model on other data sources.

8 Conclusion

This thesis follows an epidemiological approach methodology to study if cultural preferences for
status-seeking has a positive effect on preferences for redistribution. It is a first empirical attempt
to test the implications of Cozzi’s (2004) theoretical model, which suggests an alternative channel
of cultural transmission through which preferences for redistribution are partially determined by
cultural preferences for status. The results provide a robust indication that parent birth country
preferences for status-seeking has a positive effect on individual preferences for redistribution,
which is statistically significant. Although the results of a cultural effect are convincing given
the persistency exhibited among second-generation immigrants, more research is required before
claiming the existence of a causal relationship. However, this thesis shows that the effect is
consistent when estimated for a wide range of economic and demographic control variables.
Further examination reveals that the effect of cultural status-seeking preferences is likely most
strongly transmitted from the mother, which adds to previous research showing similar differences

in cultural transmission between individual parents. In addition, the results indicate a positive
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effect of cultural status-seeking preferences on individual voting behavior, adding further support
that such cultural preferences matter for attitudes towards redistribution. Thus, the answer to
the research question of this thesis is that cultural status-seeking preferences are likely to have a
positive effect on individual preferences for redistribution among second-generation immigrants.
These findings contribute to the ongoing discussion on potential determinants of preferences for
redistribution, and offers empirical evidence of a determinant that has received little attention

in the economic literature.

The significance of the results in this thesis makes cause for future research to further explore
this channel of cultural transmission. Since the topic of this thesis has not been explored to
any greater extent in the previous economic literature, a suggestion for future research would
be to explore the role of cultural preferences for status-seeking as a determinant of preferences
for redistribution in greater detail. While my findings indicate a significant and robust effect, it
is still possible that data limitations, model misspecification, or unidentified endogeneity issues
have influenced the results. A first step to advance my study could therefore be to re-estimate the
model specifications on all available waves of ESS data, or simply evaluate the findings against
estimations using other sources of data (e.g. for other regions in the world, such as the United
States). Moreover, it would be interesting to see estimation specifications using other proxies
for status-seeking preferences in order to further evaluate the validity of the results found in this
thesis. Again, preferences for redistribution are likely affected by many different factors. Cozzi’s
theoretical model is likely to be one piece to explain where from differences in such an important
policy issue come from. Still, this thesis presents a strong argument for why this theory deserves

more attention from empirical researchers in the future.
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10 Appendix

Summary statistics

Main DEPENDENT/CONTROL VARIABLES

Variable N mean sd min max
Dependent variables
Subjective preference for redistribution 4628 3.839 1.068 1 5
Beck right-left scale 2185  2.044 .948 1 3
Main explanatory variables
Parent birth country status-seeking pref. 4628  3.916 347 2919762 4.71779
Mother’s birth country status-seeking pref. 2913  3.991 415 2.919762 4.793553
Father’s birth country status-seeking pref. 2943  4.026 419 2.919762  4.793553
CONTROL VARIABLES IN TABLE 2
Variable N mean sd min max
Age 4628  45.552  16.997 18 97
Female 4628  0.531 0.499 0 1
Own education low 4611 0.230 0.421 0 1
Own education secondary level 4611 0.462 0.499 0 1
Own education high 4611 0.308 0.462 0 1
Partner’s education low 2586 0.220 0.414 0 1
Partner’s education secondary level 2586 0.427 0.495 0 1
Partner’s education high 2586 0.353 0.478 0 1
Married 4603  0.501 0.500 0 1
Separated or divorced 4603 0.129 0.336 0 1
Widowed 4603  0.081 0.273 0 1
Never married 4603 0.289 0.453 0 1
log household income 3636 9.552 1.309 6.397  12.388
log household size 4625 0.867 0.531 0 2.485
Had paid work last week 4613 0.589 0.492 0 1
Unemployed >12m 4602 0.140 0.347 0 1
Primary source of income
Wage or salary 4546  0.648 0.478 0 1
Self-employed 4546 0.056 0.230 0 1
Pension 4546  0.226 0.418 0 1
Unemployment benefits 4546 0.023 0.151 0 1
Social benefits 4546 0.026 0.160 0 1
Investments 4546 0.005 0.072 0 1
Other 4546  0.016 0.124 0 1
Children living at home 4614 0.415 0.493 0 1
Living in metropolitan area 4623 0.379 0.485 0 1
ESS wave 2 4628  0.533 0.499 0 1
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OTHER CONTROL VARIABLES

Variable N mean sd
Voted in last national election 4579  0.691  0.462
Attending religious services min. once/week 4607  0.190  0.392
Lingustic minority 30% 4605 0.243  0.429
Industries
Agriculture 4211  0.035 0.184
Fishing 4211  0.002  0.046
Mining 4211  0.009  0.095
Manufacturing 4211 0.197  0.398
Utility 4211  0.014 0.118
Construction 4211  0.068 0.251
Trade 4211  0.127  0.333
Hotel 4211  0.035 0.184
Transportation 4211 0.067  0.250
Finance 4211  0.035 0.183
Real Estate 4211  0.090 0.286
Public admin 4211  0.052  0.223
Education 4211  0.086  0.280
Health and Social work 4211  0.103  0.303
Service 4211  0.072  0.259
House work 4211  0.008  0.090
Extra territorial work 4211  0.000 0.022
Main activity last week
Work 4610 0.545  0.498
Education 4610 0.070  0.256
Unemployed looking for job 4610 0.042  0.200
Unemployed not looking for job 4610 0.018 0.133
Permanently sick/disabled 4610 0.024 0.154
Retired 4610 0.198  0.399
Community/military service 4610 0.002  0.039
Childcare 4610 0.092 0.288
Other 4610 0.009  0.096
Occupations
Armed forces 4266  0.003  0.051
Legislators and managers 4266  0.084 0.277
Professionals 4266  0.141  0.348
Technicians 4266  0.180 0.385
Clerks 4266  0.105  0.307
Service workers 4266  0.152  0.359
Skilled agricultural workers 4266  0.023  0.151
Craftsmen 4266  0.134  0.340
Operators 4266 0.083 0.275
Elementary occupations 4266  0.096 0.295
Member of union 4628 0.484  0.500
Even been union member 4628 0.213  0.410
Mother’s education low 4198 0.562  0.496
Mother’s education secondary level 4198 0.266  0.442
Mother’s education high 4198 0.172  0.377
Father’s education low 4034  0.459  0.498
Father’s education secondary level 4034 0.313  0.464
Father’s education high 4034 0.228  0.420
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OTHER CONTROL VARIABLES (CONTINUED)

variable N mean sd min  max

Own education

Primary or less 4611  0.082 0.274 0 1
Lower secondary 4611  0.148 0.355 0 1
Secondary school 4611  0.462  0.499 0 1
Upper secondary 4611  0.027 0.162 0 1
Tertiary 4611  0.281  0.450 0 1
Religious affiliation
No religion 4497  0.466  0.499 0 1
Catholic 4497  0.244  0.430 0 1
Protestant 4497  0.095 0.293 0 1
Orthodox 4497  0.147  0.354 0 1
Other Christian denominations 4497  0.020 0.141 0 1
Jewish 4497  0.002  0.039 0 1
Muslim 4497  0.021  0.142 0 1
Other denominations 4497  0.006 0.077 0 1
Ever had a paid job 4608 0.934 0.249 0 1
Partner had paid work last week 2677 0.646 0.478 0 1

Tables

TABLE Al: CULTURAL TRANSMISSION FROM THE INDIVIDUAL PARENT
Dependent variable:

Subjective preference for redistribution Parent birth
country status-
Specification: seeking pref. (SE) Adjusted R? N
1. Parent birth country preferences for status-seeking 0.129* (0.065) 0.1210 4628
2. Baseline regression with interaction: 0.092 (0.112) 0.1202 4628
Parents sharing the same birth country —0.018

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in row 3 of Table 3.
%%  Significant at the 1 percent level.
*%  Significant at the 5 percent level.
#  Significant at the 10 percent level.
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TABLE A2: CULTURAL TRANSMISSION FROM THE INDIVIDUAL PARENT

Dependent variable:

Subjective preference for redistribution Parent birth
country status-
Specification: seeking pref. (SE) Adjusted R? N
Mother’s birth country preferences for status-seeking
1. Only including country fixed effects 0.094** (0.039) 0.0862 2913
2. Baseline regression, fewer controls 0.074** (0.033) 0.1312 2913

Father’s birth country preferences for status-seeking
3. Only including country fixed effects 0.008 (0.074) 0.0750 2943
4. Baseline regression, fewer controls —0.009 (0.084) 0.1102 2943

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in rows 1 and 2 of Table 3.
x %%  Significant at the 1 percent level.
xx  Significant at the 5 percent level.
*  Significant at the 10 percent level.

TABLE A3: CULTURAL TRANSMISSION IN HOUSEHOLDS WITH ONE IMMIGRANT PARENT

Dependent variable:

Subjective preference for redistribution Parent birth
country status-
Specification: seeking pref. (SE) Adjusted R? N

Mother’s birth country preferences for status-seeking
1. Baseline regression 0.049 (0.054) 0.1118 1685

Father’s birth country preferences for status-seeking
4. Baseline regression —0.108 (0.118) 0.1085 1715

Notes: Robust standard errors are adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in row 3 of Table 3.
%%  Significant at the 1 percent level.
**%  Significant at the 5 percent level.
#  Significant at the 10 percent level.
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TABLE A4: THE CULTURAL IMPACT ON VOTING BEHAVIOR INCL. Low QUALITY OBSERVATIONS

Dependent variable:

Left-right party scale using Beck database Parent birth

country status-
Specification: seeking pref. (SE) Adjusted R? N
1. Parent birth country preferences for status-seeking: 0.154%* (0.075) 0.1001 2185
2. Mother’s birth country preferences for status-seeking: 0.037 (0.048) 0.0990 2165
3. Father’s birth country preferences for status-seeking: 0.126%** (0.043) 0.1020 2159

Notes: Robust standard errors adjusted for clustering by birth country are in parentheses. All regressions include the
same control variables as the baseline regression reported in row 3 of Table 3.
* %%  Significant at the 1 percent level.
+%  Significant at the 5 percent level.
%  Significant at the 10 percent level.

Luttmer and Singhal (2011) do-file

The STATA do-file and additional non-ESS data were accessed and downloaded on October 15"
(2015) from the official website of the American Economic Association (AEA) via the following
link:

https://www.aeaweb.org/articles.php?doi=10.1257/pol.3.1.157

European Social Survey (ESS) data

Below follows a list of data files accessed via the official ESS website (europeansocialsurvey.org),
on October 15" (2015). Integrated files were selected according to the specifications provided in
the STATA do-file by Luttmer and Singhal (2011). All additional country-specific data were se-
lected according to the specifications by Luttmer and Singhal (2011) as well as the documentation
reports containing infromation regarding revisions made to the integrated files:

- ESS1 Data Documentation Report ed. 6.4
- ESS2 Data Documentation Report ed. 3.5

- ESS3 Data Documentation Report ed. 3.5
Integrated files:

- ESS1 - integrated file, edition 6.4
- ESS2 - integrated file, edition 3.4

- ESS3 - integrated file, edition 3.5
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ESS DATA SUMMARY

Country-
Specific Country
data File

Country: 1 2 3 1 2 3
Austria (AT) *
Blegium (BE)
Bulgaria (BG) *
Switzerland (CH) *

Cyprus (CY)
Czech Rep. (CZ) *
Germany (DE)

Denmark (DK) *
Estonia (EE) *
Spain (ES)

Finland (FI) ok
France (FR) T
Great Britain (GB) *
Greece (GR)

Hungary (HU) * ok
Ireland (IE) *

Israel (IL)
Iceland (IS)

Ttaly (IT) *
Luxemburg (LU)

Latvia (LV) * *
Netherlands (NL)

Norway (NO) *

Poland (PL)
Portugal (PT)

Romania (RO) * *
Russia (RU) *
Sweden (SE) * ok

Slovenia (SI)

Slovakia (SK)

Turkey (TR) *
Ukraine (UA) * %

Notes: Column 1 illustrates for which countries, country-specific data files were accessed and later merged into the final
dataset. Column 2 provides additional indications as to which countries had not been fully included in the integrated ESS
files. At the top of each column are indicators of which ESS Round the specific data file belongs to. More information on
the data and the procedures of the ESS can be found on the organization’s official website (europeansocialsurvey.org).

45



	Introduction
	Literature review
	Common determinants of preferences for redistribution
	The influence of culture on preferences: empirical evidence

	Theoretical background
	Research focus and motivation
	Hypotheses

	Data and Method
	Classification of individual preferences for redistribution
	Classification of cultural preferences for status-seeking
	Identification strategy
	General endogeneity concerns

	Estimation

	Results
	Parent birth country preferences of status-seeking and the effect on individual preferences for redistribution
	Cultural transmission from the individual parent
	The effect of culture on second-generation immigrant voting behavior

	Discussion
	Analysis of the main results
	Internal validity
	External validity

	Conclusion
	References
	Appendix

