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Abstract

The match between perception and reality can depenchany different elements across societies over
time, but subjective and objective dimensions arh bbelevant particularly in social class analy3ise

aim of this paper is to investigate perceived dopmsition and income inequality in six different
countries between the 1990's and 2000's in ordestblish whether these dimensions move together o
are independent from each other. Results suggest people perceive themselves as more
similar\dissimilar to other members of society thahat income-based aspects show. In particular,
considering the whole sample, evidence of an irsingaincome distance between social groups is found
while no increase concerns inequality in percegti@onsequently, the dynamics of perceptions cim he
explain, for example, the empirical evidence regaydhe lack of reaction to the rise of economic
disparities and the general emulative consumptiehabiours associated with increasing inequality
detected in some countries.

JEL Classification: D31; D63; 131
Keywords: inequality, perceived social positiongiabclasses

1. Introduction

In the sociological literature it is widely acceghtthat the analysis of social classes should tat@account multiple
dimensions: income and wealth, the relations oflpetion and lifestyle, educational level and prefes. Furthermore,

a huge number of authors (Hodge and Treiman 198&ndan and Jackman 1973; Wright and Singelmann;1982
Savage 2015) emphasise the role of individualtggions of their position in society in their aysé of social
classes. These sociologists argue that no studp@él class is comprehensive without taking irtooaint a person's
sense of self, as it may not coincide completelthwbjective reality has and may influence indivdtii behaviours
and choices.

By contrast, the economic literature often ignomesny of thesefactors and opts for analyses based on statisticall
measurable characteristics, such as income andummi®n. Despite the wide acceptance of the sogickd
conceptualisations of class, economists tend t@iden only relative definitions and use the terrtase” to refer to
specific strata of the income distribution.

In particular, this path has been followed in thep@ical approaches which attempt to identify arehsure the middle
class, since most of the economic literature catsidhis group strictly on the basis of relativdidgons through a
specific stratum of the income distribution. Th& done without basing such identification on soueloretical
assumptions and on an agreed criterion on howftoedthe middle class.

The choice between these different approaches dspen the purpose at hand, but what emerges fropirieal
analysis is that much of the evidence presentéldeise studies depends on the way groups are defined
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However, the increase or decrease in the dimerdiensocial group is not only related to the chaggieight of its
members over total population and total income.eDttey elements in the evolution of living standadd different
groups across society (Nolan et al. 2015) areireaime growth over time, wealth and debts to fimanonsumption
(Atkinson and Brandolini 2013), insecurity and \edability in income due to greater risks of unenypient and
volatility in earnings (Torche and Lépez-Calva 20KBugman 2014; Ricci 2016)

The channels through which these aspects may Hfaaseon individuals choices are complex and ias the purpose
of this paper to go into this issuEhe starting point of this study is the considenmatihat social class can be understood
as both a subjective and an objective (at leastamomic terms) phenomenon and it is interestirandyze how these
two dimensions evolve, in particular if they moegether or are independent from each other. Maeeigely, we are
interested in analyzing whether changes in theegdegf inequality within specific groups in termsaifjective data are
associated with similar changes in the perceptafrihe members of the various groups. One possilidithat people
do perceive to be similar to/different from otheembers of the group they belong to while objectie¢a signal an
increasing (decreasing) distance among them.

Our empirical analysis refers to the changes tleatirred in income distribution and subjective petion of position
within society in six different countries: Germarigly, Poland, Norway, United Kingdom and UnitetziSs.

We start analyzindiow the income distribution has evolved on the dadi objective reality by exploring income
inequalities across the whole population and camsid different population subgroups during theiquerl994-2010.
To this aim we use the key comparative distribwtlatata sources available in the Luxemburg Incotoeys

Then we introduce self perceptions, analysing tlenges occurred in subjective perceptions of saisition.

The reported values of people's perception of whieeg fit in social hierarchy from the Internatibr&ocial Survey
Program (ISSP) are considered to investigate whmtntain drivers of the inequality observed withiistvariable
across communities are for the years 1992 and ZIM@® purpose of the analysis is to evaluate thferdifit impact of
covariates on people's judgment of their relativeiad condition, testing answers' heterogeneity mnghat extent the
shape of the distribution of people across theescipends on specific individual features. In thisy, letting
subjective perceptions of personal position withatiety interact with the income distribution, stpossible to make
some considerations on people's perception of Isstciecture and the possible effects on behaviadrahoices.

The paper is organised as follows. In the nexti@ed review of the literature on the determinasftself-perceived
social position is provided, in order to point dbe huge number of factors that may influence sitivje social
location. In Section 3, data and methodologicalicd® are briefly presented. Then, empirical resaits discussed
(Section 4).

Finally, Section 5 draws some conclusions on tHatiomship between the evolution of subjective petons of
personal position across societies and income alggu

2. Perceived social position: areview of theliterature

The importance of the perceptions of individualshgfir position in society has been emphasisediffgrent studies in
particular in social classes' analysis. Accordingsociologists Hodge and Treiman (1968), Jackmah Jatkman
(1973), Wright and Singelmann (1982), Savage (2GL%pmprehensive analysis of social class hasdode the
consideration of the person's sense of self, affdatts behaviour and choices. Similarly, Akerlatiakranton (2000)
considered how identity affects economic outcommesiacorporated the psychology and sociology ohiitg into an
economic model of behaviour. Furthermore, Rizzg®®00), following Hayek's intuitions, took the viethat
knowledge is the fruit of an “endogenous constarctiand that perception represents the sourceeofitipredictability
of behaviour, and the cornerstone of economic chang

The match between perception and reality can depemdany different elements across societies ower. t

Self perceived social position indicates peopl&s @pinions of their location in society. Many aoth investigate
what the main drivers are of the declared positisociety and the consequences on people's vaheattitudes.
From a theoretical point of view, Marx identifielet relations of production as the most influenfedtor of the
individuals' perception of the exterior world. @@, pointed out by Evans and Kelley (2004), theie égear connection
between the objective conditions of production apitalist society and the workers' consciousnesthaif position
across the social scale (e.g. Marx 1844; Marx amgels 1968, p. 37). Similarly, objective circumstas are relevant
into subjective perceptions in the Durkheim's apploto the study of society (1933, p. 187-190, 268}.

However, Marx and Durkheim had different theoribsw the possible evolution of objective circumsesover time
and, consequentially, of reflection on individualslf perception.



Some empirical analyses examined the relations degtva number of factors, at both a micro and mbssrel, and
people's own opinions of their location in society.

One of the first studies was conducted by Hodge @reiman (1968) who investigated the impact of efift
socioeconomic characteristics on the subjectivéabposition declared. Their results suggested éuhication, main
earner's occupation, and family income are verjuémtial on class identification but they also destoated that
patterns of acquaintance and kinship between varstatus groups influence the position declareadofding to this
evidence, the two authors criticised the interesoty of classes in sociology because this latigtatts the great range
of between-class contacts and exaggerates thefretnomic position in the formation of class aoogsness.
Vanneman and Pampel (1977) observed the relatjpristiveen occupation and class self-identificatitmeir study
concluded that people perceive themselves as “wgrkiass” or “middle class” according to a manuah-manual
working dichotomy more than to a continuous pressgale. This result contributed to reorient theiddogical debate
between continuous and discontinuous models détifatification system in favor of the latter.

More recently, Yamaguchi and Wang (2002) consid¢hnedinterplay between class identification and ifgigender,
testing the relationship between married womemisscidentifications and their objective class situe in the United
States. What emerges is that class identificatiepedds equally on the spouses' income but onlyhtigband's
occupational prestige affects subjective sociadl&urthermore, men and women assign a diffedatto education
when they assess the subjectively identified class.

The work of Evans and Kelley (2004) investigatethjsctive social status using data from surveysectdld from
representative national samples in 21 countries.dtthors found that in all societies there isanpunced tendency to
see oneself as being in the middle, and this tesydéllds in rich nations as well as in poor onelse BEconomic
condition of individuals, the wealth of nationsdatihe national level of unemployment all have saal effects on
subjective status, but their effects are mutedhleyténdency to see oneself as being in the middleechierarchy with
important implications for class identity and demamy.

Similarly, Paul Krugman in a recent article clainibélt:

“One of the odd things about the United Statesltiag been the immense range of people who consider
themselves to be middle class - and are deludiemsklves. Low-paid workers who would be considered
poor by international standards, say with incomelew half the median, nonetheless consider theraselv
lower-middle-class; people with incomes four orefitimes the median consider themselves, at most,
upper-middle-class” (Krugman, 2014).

In order to explain this evidence, Kelley and Evér895) developed the “Reference group and Re@i&R) — blend”
hypothesis, according to which individuals devepapceptions and self-images looking at their refeeegroup, fairly
homogeneous with respect to themselves. This honaityemeans that most people are encouraged taréeciiddle
categories, overestimating the number of persoh thié same features (Kelley 1967; Kahneman, Slanit Tversky
1982).

Lindemann's empirical study (2007) is focused otoiian society to find out what kinds of assets sssburces affect
people's opinion of their position in society.

Coherently with some of the studies already meetiprihe analysis shows that, also in Estonia, ikc@rthe most
important determinant in shaping people's opinibtheir social position. More interesting eviderisghat in Estonia
the significant impact of age on subjective sostatus is confirmed, but, contrary to what is obable in the Western
countries (Yamaguchi and Wang 2002), being youirggeases the probability of identifying with thiglmer positions.
Furthermore, Andersen and Curtis (2012) using cativa logit mixed models fitted to World Values 8ey data from
44 countries explored the impact of economic caéowlt, both at the individual-level and the natielesel, on social
class identification. Consistent with previous egsh, they found a positive relationship betweenslebold income
and class identification in all countries exploréupugh this relationship varies substantially. yieéso found that
income inequality has an important polarising dffec class identification and, specifically, théat®nship between
household income and class identity tends to lmagast in countries with a high level of incomegjuality.

Another significant analysis was conducted by Laral Fajardo (2011, 2015) who provided a set of eimpns
between objective (based on statistically measerabhbracteristics such as income and consumptiwh)sabjective
definitions of middle-class using data from the 200orld Gallup Poll. Seven objective income-basefinitions of
social class were contrasted with a self-percesealal status measure. One of the conclusionsais rtismatches
between the objective and the subjective classificaof social class result from the fact that gmdfceived social



status is associated not just with income, but algh personal capabilities, interpersonal relaiofinancial and
material assets, and perceptions of economic imgcu

3. Data and methodological choices

We consider the evolution of incomes distributiansix different countries (Germany, Italy, Norwdgland, United
Kingdom and United States) using the comparablesscountry data provided by LIS via thexembourg Income
Sudy (LIS). European countries are selected in order to givasaassment across a range of welfare and labokeima
regimes in Europe. In order to analyse income dyosufitom the beginning of the nineties to the 2000s selected
observation of the waves between 1994 and 2010gusie definition that is standard in the LIS ktere (Gornick
and Jantti 2013), we consider the sum of all totahetary and non monetary (goods and services) @atgmeceived
by the household or its individual members at ahraramore frequent intervals, that are available ¢orrent
consumption and that do not reduce the net worththef household net of income taxes and social #gcur
contributions. Some sources of income that mayniyggortant are omitted, including imputed rents, wash public
transfers (in essence, the value of public seryjcem-cash private income (such as the value -okiimd employer-
provided benefits), and unrealized capital gains.

Not being able to know how income is divided betwéeusehold members, family income rather thamdividual
measure is used.

To control for the fact that the same yearly incgmavides a higher standard of living for a singérson family than it
does for individuals belonging to larger familiéamily income is adjusted by family size using tguare root of
household size. Disposable incomes have beenedflat within-country 2010 prices using national siamer price
indices for all items (IXOB) from OECD and have hemonverted to international dollars using the PRIPActual
Individual Consumption (A01) in 2010 from OECD.

Furthermore, following Atkinson and Brandolini (Z)1to minimize the impact of outliers all recordih zero income
are dropped, the bottom cut-off is 1 percent ofrtiean of equivalent disposable income while topotlits 10 times
the median of unadjusted disposable income.

To investigate perception, data are drawn fromititernational Social Survey Programme (ISSP), dicoimg annual
programme of cross-national collaboration on susvegvering topics important for social science aede. The ISSP
Social Inequality module deals with different afties towards income inequality, views on earningd imcomes,
legitimation of inequality, career advancement bgams of family background and networks, social dgas and
conflict among groups, and the current and pasabkposition.

For the aims of this research we selected obsenafrom the second and the fourth survey, refeed®92 and 2009
respectively, from which we can draw a questiontlm subjective position on the social scale andosgonomic
characteristics of the respondents. UnfortunatélySSP also includes questions for income, thisalde was not
considered in this research given the difficultyphiain comparable ddta

Selecting individuals of our six countries (for whithe data are comparable across all variable$)eaoluding the
individuals for which at least one variable of t@alysis is missing, the observations in our sarapte7,601 for the
first period and 6,603 for the second period. mémweights, supplied by the ISSP to achieve distions on key
variables that are consistent with those foundhéngopulations, are used in analysing the survey da

The main variable of interest, Subjective Sociadifan, is the reported answer to the question:

In our society there are groups which tend to be towards the top and groups which tend to be towards the bottom.
Below is a scale that runs from bottom to top. Where would you put your self now on this scale?

In all countries, social strata were labeled congeely from 1 to 10 with 1 at the bottom and 10tla¢ top, as a
categorical ordered variable.

Our approach to investigate incomes and percepéindgheir changes over time is composed of thegess

The first step observes individual income distriis in different periods observing the Gini indiccross the whole
population and different subgroups from 1994 to@0lhen, we carry out the analysis of perceptiotwia different
steps, identifying and quantifying the contributioha set of covariates in levels and over timengeaof perception
inequality. First, we investigate using the Receddnfluence Function (RIF) regressions for twodiperiods (1992
and 2009) how age, gender, education, status afiésgion increase or decrease the variance ar@ithéndex of the

! The ISSP asks for income classes but classes tegual across countries.



variable “declared position on social scale”. Theme, identify and quantify the role of the covarg@ia shaping the
evolution over time of subjective social positioeqduality, by means of the decomposition methog@sed by Fortin,
Lemieux and Firpo (2011) which is a generalisatadnthe Oaxaca-Blinder procedure and can be appbedny

distributional parameter other than the mean. Thegq@lures applied are described in the followirgjisas.

3.1 Self perceived social position inequality. The decompaosition approach

In this section it is shown how to formally brea@wh changes in the distribution of the variablejsctive social
position into the contribution of each group of aostes using the recentered influence functior-{Regression
approach introduced by Firpo, Fortin, and Lemie2600).

This method is adopted since we aim to extend tlaéysis from the level of people's self-declaredifpon in society to
the inequality observed within this variable footdifferent years 1992 and 2009.

The procedure is similar to the Oaxaca-Blinder dgposition for the mean of a distribution (Oaxac& 3;9Blinder
1973) but, instead of recurring to a standard msegjom, the RIF-regressions allow us to perform game kind of
decomposition for any distributional parametervidrich an influence function can be computed, initigdhe variance
and the Gini index.

Let beY;; be the declared position of an individuabserved in the period 1, afg the corresponding value in period
0. For each individual the category declared across the social scalevén dyY; =VY;, - T; + Yo - (1 — T;), where
T; = 1if individual i is observed in periotlandT; = 0 otherwise.

In a standard Oaxaca-Blinder decomposition, theallvdifferences in means over timg= p, — u, is broken down
in two different components, the first relatedite thange in the returns of the set of covariakefined the coefficient
or structure effechy and usually called the “unexplained” effect in @ex decompositions, and the second determined
by the different distribution of the covariatesetieomposition effecty. The detailed decomposition allows to
subdivide the contribution of each covariate tosthéwo effects into the respective contributionsea€h covariate,
Ay andp .

Fortin, Lemieux and Firpo (2011) proposed the RdBression method that allows us to perform a dstail
decomposition for any distributional statistics fehich an influence function can be computed. A-Rigression is
similar to a standard regression but the dependaidble Y, is replaced by the (re-centered) inflees function of the
statistic of interest. The RIF is the sum of thstribbutional parameter of interest and the infllefanction/F (y; v).
This latter measures the relative effect of a sipaiturbation in the underlying outcome distribation the statistic
considered, detecting the contribution of each ntagmn to the distributional parameter of interg¢sampel, 1974).
Because the expected value of the RIF(y;v) coircidith the statistic of interest, the law of ite@texpectations
permits to express the distributional parameter terms of the conditional expectations of th& Rh the covariates:

v =E[RIF(Y;v)] = Ex{E[RIF(Y;v)|X]} €

E[RIF(Y;v)|X] = Xy¥ )
Where the parametgt® can be estimated by the OLS regression.
In this way, it is possible to decompose the ovaifference over time of, A} = v, — v, into a coefficien(A{ ) and
composition effecfAy), Ap= AY + Ay where:
AY=E[X|T =1]0f — v&) €)

Ay= (E[X|T = 1] = E[X]T = 0])'yg

However, a limitation of this decomposition, ascdissed in Barskgt al. (2002), is that it provides consistent estimate
only in the case of a linear specification of tladitional expectation, like it is expressed inaipn 2. The solution to
this problem has been proposed by Fortin and 8Ll pPthat suggested to use a (non-parametric) ghtesl approach
as in DiNardo, Fortin and Lemieux (1996) to decosgpthe different effects. Indeed, by reweightings ipossible to
construct a counterfactual distributiﬁp/g;(-) that replaces the marginal distributionXofor groupA with the marginal
Pr(T=1|X)/Pr(T=1)

Pr(T=0|X)/Pr(T=0)"

In the case of two different periods, we may beriested to what would be the distribution of thdalze investigated

at time O if individuals had the same X's as timaplying this procedure we can obtain a distidubf X's in the

distribution ofX for groupB using a reweighting fact®¥(X) =



first period equal to the distribution in the sedqeriod, so that observations that were relativebye likely in the first
year than in the last are weighted up and obsemnsthat are relatively less likely are weighteddo

Than it is possible to estimate the counterfactneanX,, and the counterfactual coefficief§ from the regression
of the RIF (y;v) on the reweighted sample. Consatlye the differenceyy— 73, reflects a true change in the
relationship that links the covariates to the omteo

In practice, they are estimated by constructingi|d tsample, which in this case will be the samgfiéndividuals at
time 1 with the weights of individuals at time @ngple 01.

The detailed reweighted decomposition is thus abthiby running two Oaxaca-Blinder decompositionsrtfF et al.,
2011):

1) a decomposition with sample 0 and sample Oktahg pure composition effect,

2) a decomposition with sample 1 and sample Oktdhg pure coefficient effect.

So, the first effect can be divided into a pure position effect(Ay ) and a component measuring the specification

error (A .):
Ay r = (Ko1 — Xo)P6 + Xo1 (781~ 73) (4)
Ay r= Ak p + Ak
While the second effect can be expressed as:
A1S/,R = X1()7¥_ )7(1)/1) + (X1 - X(n) ]7(1)/1 (5
Agp= A3y + Ag,
So, the overall change is given by:
Ap= Ay, + AY, (6)

In the final stage, the two components are furtieided into the contribution of each explanatosyiable using novel
recentered influence function (RIF) regressionsesehregressions estimate directly the impact ofetkganatory
variables on the distributional statistic of intgre

4. Empirical results

4.1 Disposable income inequality

The first step forward to assess the evolutionbjéctive conditions is to detect incomes inequalitpur six countries
in the years from 1994 to 2010 calculating the @Gidices on disposable household incomes whosesalte reported
in table 1.

What emerges is that, on the one hand, differehtegaof these indices are observable across ceanteflecting

different shapes of the income distributions that be imputed to quite different social regulatiansl provisions and
different approaches towards social policy. In gwgave, United States and United Kingdom show tighést values
of the indices, followed by Italy, Poland. Germamd Norway.

On the other hand, a general tendency towards @easing inequality is observable during the pefioth 1994 to

2012 for Germany, Norway, Poland and United Stateite Italy and United Kingdom show a modest dezlof the

values of the indices.

Table 1. Gini index for disposable household inceme

1994/95 1999/2000 2004 2007/08 2010
Germany 0.284 0.279 0.289 0.301 0.299
ltaly 0.339 0.341 0.341 0.326 0.327
Norway 0.262 0.269 0.273 0.271 0.271
Poland 0.310 0.285 0.312 0.311 0.315
United Kingdom 0.348 0.357 0.355 0.346 0.342



United States

0.371

0.369

0.380

0.380

0.384

Notes: own calculation on weighted household incdata from LIS

To look more in depth how incomes have evolved ridurihe period considered and to account for indiaid
characteristics, we provide a focus on the first #ire last year of the waves considering the wpoleulation of the
sample and attributing to each person the equivatemme of the household to which he or she bedofAgble 2
reports Gini indices calculated across differenpyation subgroups. Groups are identified accordimgsex, the
education attainment, age, marital status, occoipalistatus and type of profession. Due to datétdtion some

information are missing.

Mean and median incomes are reported in the lastdws of the table.

Table 2. Gini index by population subgroups

1994/95 2010
DE IT NO PL UK USA| DE IT NO PL UK USA
Male 0.264 0.34 0.231 0.322 0.343 0.355| 0.2830.329 0.242 0.313 0.3370.366
Female 0.2780.339 0.244 0.313 0.343 0.364| 0.2870.332 0.245 0.307 0.3330.372
Education
Low educated 0.2560.311 0.238 0.307 n.a 0.356 0.27®.308 0.23 0.294 0.2690.374
Middle educated 0.258.322 0.227 0.292 n.a 0.322 0.26®©.301 0.231 0.277 0.3120.338
High educated 0.2790.302 0.236 0.278 n.a 0.322 0.282.308 0.242 0.289 0.3450.335
Age
Age 16-24 0.2650.337 0.231 0.327 0.343 0.36 | 0.2780.337 0.251 0.313 0.3350.368
Age25-34 0.253 0.35 0.232 0.324 0.343 0.337| 0.2760.325 0.256 0.313 0.3240.345
Age 35-44 0.2630.325 0.209 0.324 0.334 0.339| 0.2690.331 0.218 0.32 0.3360.349
Age 45-54 0.2740.336 0.212 0.322 0.331 0.338| 0.2730.325 0.229 0.315 0.3360.361
Age 55-64 0.2730.344 0.233 0.287 0.32 0.374 0.304€.333 0.231 0.305 0.3520.377
Age over 65 0.2540.317 0.23 0.277 0.2930.366| 0.2830.302 0.214 0.259 0.2770.376
Marital status
Married 0.257 0.338 0.221 0.311 0.331 0.338| 0.2740.327 0.219 0.303 0.33 0.344
Single 0.264 0.34 0.257 0.316 0.332 0.365( 0.3030.338 0.251 0.31 0.3430.371
No longer married 0.3090.321 0.259 0.29 0.312 0.376| 0.2880.307 0.246 0.29 0.3140.387
Employment status
Employed 0.2430.317 0.198 0.329 0.3050.284( 0.27 0.3030.206 0.306 0.3060.311
Unemployed 0.2790.384 0.318 0.284 0.25 0.32% 0.30®.386 0.286 0.303 0.3450.313
Not in labour force 0.294 0.358 0.417| 0.272 0.497 0.422
Retired, pensioner or renti®.258 0.309 0.222 0.265 0.283 0.361( 0.2710.293 0.192 0.255 0.2810.373
Profession
Profession low skill 0.222 n.a n.a n.a na 0337 0.248268 n.a 0.261 0.252 0.32
Profession med. skill 0.232 n.a n.a n.a na 0.302 0.244228 n.a 0.286 0.2760.308
Profession high skill 0.25 n.a n.a n.a na 030274 0.252 n.a 0.281 0.3130.312
Observations 17,812 23924 26,305 103530 16,586 149,642 | 26,941 19,836 489,750 107,967 57,928 204,983
Mean household income 21,168 19,211 22,777 13,120 21,274 32,186 27,37122,100 31,888 14,341 27,024 35,882
Median household income18,609 16,295 21,410 11,395 17,460 26,697 | 23,906 18,953 29,806 12,115 22,12529,340

Notes: own calculation on weighted household incdata from LIS

What emerges is that the Gini coefficients sigaifity increased for most subgroups in every coyntriyh the
exception of Italy and Poland, which suggestsiagisequality within different groups.



It is important to notice that a significant incsedn inequality (more than 4% within each grougdaeen 1994/95 and
2010 is observable in particular in two cases.tFinsGermany when groups are formed accordinged fprofessionals
skill levels Second, in the United States when gsoare formed on the basis of their educationrattants. This means
that educational attainment and professional $&ilkls represent factors that are less likely teats homogenous
groups in terms of incomes.

Finally, numbers reveal that incomes distributiame significantly different in terms of median amderage income
across countries. However, some common evidenaebeaetected coherently with what emerged fronsgimthetic
measures of inequality. In particular, average median incomes significantly increase both in Eeeopcountries and
the USA but a further investigation (not reportedenfor short) reveals that rising income gapshmdetected between
groups especially in the United Kingdom and thetebhiStates.

4.2 Self perceived social position inequality: descriptive findings

The analysis of how people tend to locate themseagzoss a social scale reveals that, coherentty seme of the
previously overviewed literature, most people témdbcate themselves in the middle categories hachtghest share
of people answers category 5 or 6 in every couffitgure 1). On average, after a time span of 1tggthe subjective
social position declared has slightly increasedsipey from a mean of 5.10 observed in 1992 to anmé&.30 in 2009.
Some differences emerge across countries: for ebeainig interesting to consider how in 1992 in &l a significant
percentage of people answer the low values of¢hke and how the judgment of personal social canditas evolved
in this country after less than 20 years. In Itahgividual perception of their position acrossistg has deteriorated
significantly since an increasing humber of pedpl€009 declared to be located at the bottom ofstheal scale.
Furthermore, in the United States more than 45%@fpopulation believe to be located after the meidd the social
scale declaring the same value 6.
All these evidences can be resumed looking at tifferdnt measures of dispersion, the variance &edGini index,
which values are reported in table 3 for 1992 &bi@92
The variance and the Gini index of the variablectdeed position” are calculated across countried #ne whole
population to explore the inequalities between peEsperception that is an ordinal variable. Bdtése distributional
parameters decreased in the period considereckity eountry (table 3): on average the variance mishied by around
15%, from 3.19 to 2.71, while the Gini index reddideom 0.18 to 0.162 (with a reduction of 10%).particular, also
countries where income polarization increases dunigarly the same period like Germany, Norway, fbland the
USA show a significant decrease of the variance taedGini index for the answers on social positanceived. In
Italy, the variance and the Gini calculated on ti@sable increase in 2009 despite the decreaseome polarization
previously observed.

Figure 1. Distribution of self perceived social pios by year and country
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Table 3. Gini and variance by year and country

Gini 1992 Gini 2009 Variance 1992 Variance 2009

Germany 0.168 0.144 2.65 2.3

ltaly 0.172 0.213 254 2.79
Norway 0.138 0.129 2.36 2.15
Poland 0.25 0.175 3.69 2.8
United Kingdom 0.178 0.169 3.08 2.7
United States 0.179 0.135 3.22 2.27
Population 0.188 0.162 3.19 2.71

Furthermore, we can observe that answers’ dispersithe highest in Poland both in 1992 and 2008vied by USA,
UK, Germany and Italy in 1992 and ltaly, UK, Germpaamd USA in 2009. Norway shows the lowest disperan both
years.

Table 4 reports the distribution of the selectedatiates across our sample in the two periods &edntean of
subjective social position declared within eaclegaty.

Table 4. Composition of the sample and mean ofesitibe social position declared

M ean of subjective M ean of subjective
Composition social position Composition social position
1992 declared 1992 2009 declared 2009
Female 0.520 5.179 0.514 5.482
Education
Low educated 0.372 4.787 0.158 4.675
Middle educated 0.438 5.273 0.471 5.392
High educated 0.188 6.086 0.371 6.106
Age
Age 16-24 0.076 5.304 0.071 5.506
Age25-34 0.229 5.384 0.158 5.524
Age 35-44 0.225 5.294 0.199 5.654
Age 45-54 0.170 5.285 0.203 5.608
Age 55-64 0.139 5.048 0.182 5.588
Age over 65 0.133 5.015 0.173 5.343
Marital status
Married 0.676 5.281 0.570 5.685
Single 0.255 5.207 0.319 5.395
No longer married 0.069 5.040 0.110 5.250
Employment status
Full time worker 0.523 5.414 0.524 5.829
Part time worker 0.087 5.361 0.108 5.419
Unemployed 0.055 4.594 0.046 4.695
Student 0.027 5.849 0.024 5.705
Retired 0.202 4.869 0.208 5.253
Housewife,-man 0.083 5.313 0.054 5.347
Disable 0.005 4.668 0.015 4.309



Other inactive 0.018 4,993 0.020 5.031

Profession
Profession low skill 0.099 4,703 0.088 4,903
Profession medium
skill 0.739 5.140 0.640 5.365
Profession high skill 0.163 6.055 0.272 6.172
Observations 7601 6603

Source: own calculation on weighted data from ISSP.

As can be easily predicted and coherently with wdraerged from other empirical analysis, on avetagehighest
values are declared by high skill professionals laigth educated while the lowest values by unemplpgésables and
low educated. In general, comparing the two yearsmall increase of the mean values can be detéateall the
groups of people considered.

Considering the differences in observable covasiatross groups in the two different years, itassible to observe
that: i) the percentage of postsecondary educaedjtown to 37% in 2009 compared to the 18.8% 8RlAcreasing
the average level of education; ii) the proportminthe total population in different age groups sgnificantly
changed, since the percentage of people over 46ased and the proportion of youth has fallentli@ shares of the
widowed, the separated, the divorced (includedhénviariable “no longer married”) and of those sinigicreased, while
the percentage of married fell from 67.6% to 579p;regarding the employment status, there is a tqweecentage of
unemployed that passed from 5.5% in the year 18926% in 2009.

4.3 Determinants of self perceived social position inequality

The distribution of people among the hierarchicalls depends on some individual features: societiybe conceived
as an amalgamation of groups, where certain indal&l are similar and others differ relative to soginen set of
attributes or observable characteristics which hFavénfluence on self perceived social positionisTgart of the paper
explores which the main drivers are of the inediesliof people's perceptions of their position dcisty comparing
1992 and 2009.

As we can observe from our data considering thianee for the two periods across some groups @mgare reported
in the Appendix), there is an increasing homoggneit people's answers according to age, educatitenals,
employment status and profession. In particulae, variance of self perceived social position by atgsses is
significantly lower in 2009 than in 1992: for thgeaclass between 55 and 64 years old the varisagsed from 3.46 to
2.63. Similarly, the categories of self perceivedial position declared by the employed in 2009ciweer to the mean,
since the variance decreased by 27%, from 3.88& 2

Table 5 reports the results of the RIF regressfondoth period considered, for the Gini index dhd variance. The
covariates included in the regressions reflectdifierent individual characteristics that have besiggested by the
literature previously reported. The key set of aakés on which we focus are gender, age (six gipegsication (three
education groups), marital status (three groupgjupational status (six categories) and three tubiwal categories of
profession (carried out in the present or in thetpaonstructed by the International Standard @leaton of
Occupation code, ISCO-88. Note that the base gusep in the RIF-regression models consists of nagled over 65,
highly educated, married, in full time employmentgrofession highly skilled.
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Table 5. RIF Regressions for the two periods, fii (Bdex and variance

Gini Variance
1992 2009 1992 2009
coeff t coeff t coeff t coeff T

Female 0.003 0.66 0.003 0.93 0 -0.11 0.003 0.89
Age 16-24 0.012 1.14 0.008 0.74 0 0 -0.006 -0.67
Age25-34 0.021 2.49 ** 0.013 1.47 0.009 1.11 -0.007 -0.92
Age 35-44 0.028 3.25 *** 0.017 2.08 ** 0.014 1.72 * -0.001 -0.16
Age 45-54 0.021 2.37 ** 0.014 1.67 * 0.011 1.35 -0.002 -0.33
Age 55-64 0.015 1.92 * 0.003 0.42 0.008 1.07 -0.008 -1.18
Low educated 0.046 7.05 *** 0.077 12.42 *** 0.012 1.93 * 0.042 7.53 ***
Middle educated 0.018 3.08 *** 0.017 4 Ak -0.006 -1.02 0.003 0.71
Single 0.02 3.98 *** 0.019 4.35 *** 0.02 4.11 *** 0.013 3.32 ***
No longer married 0.033 4.19 *** 0.038 6.28 *** 0.026 3.52 **=* 0.029 5.35 ***
Part time worker -0.011-1.45 0.014 2.33 ** -0.01 -1.37 0.006 1.14
Unemployed 0.062 7.01 *** 0.071 7.93 *** 0.044 5.3 *** 0.044 5.52 ***
Student 0.004 0.28 0.017 1.39 0.018 1.48 0.016 1.42
Retired 0.049 6.62 *** 0.028 3.69 *** 0.037 5.22 **=* 0.008 1.26
Housewife,-man 0.004 0.45 0.005 0.6 0.009 1.24 -0.003 -0.4
Disable 0.082 3.06 *** 0.116 7.76 *** 0.07 2.76 *** 0.075 5.59 ***
Other inactive 0.017 1.12 0.019 141 0.007 0.49 0.002 0.15
Profession low skill 0.05 5.87 *** 0.016 2.08 ** 0.021 2.59 #**=* -0.002 -0.32
Profession medium skill 0.011.62 0.004 0.95 -0.012 -2.17 ** -0.008 -2.08 **
Constant 0.11111.48 *** 0.103 12.43 *** 0.095 10.46 *** 0.075 10.14 ***
Obs. 7,601 6,603 7,601 6,603
R2 0.044 0.066 0.02 0.03

Notes: * stands for statistically different fronraet 10%, **at 5%, *** at 1%.
Source: own calculation on weighted data from ISSP.

What emerges looking at the values and the relevahthe coefficients is that the main determinarftself perceived
social position inequality are connected with oatignal status, disability and educational level.

Considering the Gini coefficient, the effect of I@ducation increased with time since the assodidtetween this
covariate, which increases the dispersion of thi@mae, and our measure of inequality is highe&2dA9 than in 1992.
Looking at the occupational status, it is well vionioting that having a part-time job is relategtlmwer values of the
indices in 1992 but an inverse relationship is olmele in the second year. Unemployment has a ipesiénd
significant impact that becomes more evident in®2@Ae mean values of the declared categories bynptoyed are
very low (4.59 in 1992 and 4.69 in 2009) but thsuits of the regressions show a great dispersimm these scores
and a strong influence on the total variance regest Similarly, the disability status significantincreases the
subjective social position inequality, while thefegts of being a student, housewife and other ivacare never
significant. Furthermore, the effect of being mediris positive and decreases over time. Being esiagld no longer
married (widowed, separated or divorced) has afsignt and positive effect regardless the periodsidered. Finally,
the estimated RIF-coefficients associated with ggsional skills are not always statistically diéfet from zero and
their impact decreases over time.

Looking at the results considering the variance rifggority of the evidences emerged from the analg§ithe Gini
index are confirmed since the coefficient that significant in both analysis have always the saige and similar
magnitude, given the different scale between threihequality indices. The differences between e inodels regard
the statistical significance of some coefficierits.some of these cases, where just one of the wefficients is
statistically different from zero, opposite sigrigte value are observable.
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4.4 Decomposition results

The observed changes in the distribution of thejestive social position inequality over the last $@ars are
decomposed in a composition effect due to diffeesrin observable covariates across populationaasitucture effect
due to differences in the relationship that links tovariates to the outcome.

The results of decomposition analysis of the Gidieix and the variance are presented in table 6.

Table 6. Subjective social position inequality apast FFL decomposition results, composition andficoent effect
for Gini index and variance

Inequality measure Gini Variance
Unadjusted change -0.025 (0.0027) *** -0.0278 (0.002) **=*

Composition effect attributable to

Gender 0.000 (0.000) 0.0000 (0.0000)
Age -0.001  (0.001) * -0.0003  (0.0005)
Education -0.009 (0.001) *** -0.0027  (0.0012) **
Occupational status 0.003 (0.001) *** 0.0024  (0.0007) ***
Profession -0.002 (0.001) ** 0.0010  (0.0006)
Total explained -0.009 (0.002) *** 0.0003  (0.0014)
Coefficient effect attibutable to

Gender 0.006 (0.003) ** 0.0108  (0.0027) ***
Age -0.007  (0.008) -0.0088 (0.0075)
Education -0.001 (0.004) 0.0019 (0.0036)
Occupational status -0.005 (0.004) -0.0144  (0.0037) ***
Profession -0.006 (0.005) -0.0035 (0.0045)
Constant -0.003 (0.011) -0.0143 (0.0106)
Total unexplained -0.016 (0.003) *** -0.0284  (0.0025) ***

Notes: * stands for statistically different fronraet 10%, **at 5%, *** at 1%.
Standard errors are in parentheses.
Source: own calculation on weighted data from ISSP.

To simplify the presentation of the results, thHeléareports the composition effect for five setsegplanatory factors:
gender, age, education, occupational status anfeégsion. Both composition effect and coefficienfeef have

contributed to the change in the distribution of tategories declared by people concerning theation across a
social scale between 1992 and 2009, but with amdifft strength.

Considering the impact on the change of the Gideik the composition effect negatively influences variation of

the inequality, while the coefficient effect hamach stronger and negative impact.

This means that if the distribution of the covagtaacross population had remained constant over tiee Gini would

have decreased anyway.

Looking at the composition effect, the decreasedgrgage of people with a low education in 2009n(fr37.2% in

1992 to 15.8% in 2009) significantly reduced thlteariation of the Gini. On the contrary, the quoaition effect is

positive in the case of occupational status, beietfect is low.

Interesting evidences emerge from the analysishef doefficient effect: as previously noticed théatdmpact is

negative and the results indicate that -0.016 ef h025 decline in the Gini variation due to tkffect remains

unexplained since it is given by the effect of tbenstant” in table 5. As defined in Fortin, Lemieand Firpo (2011),

in fact, the change in intercepts represents tlaa@h in the distribution for the base group usethénRIF-regression
analysis. Then that component of the decomposiémbe interpreted as the residual (or within-gyatiange for the
base group. Also the effects of age, professionamedpational status contribute in the same divadi reduce within-

group inequality but coefficient are smaller and significant in the case of this index. On the tcary, gender have a
positive impact in the change of the Gini indexrawes period (0.006).
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Looking at the FFL decomposition results for theiarace, the composition effect is positive but very éténd not
significant overall. The sings of the coefficiefiteets are confirmed and the occupational statugbkes have in this
case a significant effect.

5. Conclusion

The literature suggests that social class analysmuld consider objective and subjective factorgesidifferent
elements determine people’s aspirations and betisvidlonetheless, in the last few years, the ecanapproach to
social class analysis has been mainly based aststally measurable characteristics of individyalsch as income and
consumption, while it should also consider othey &kments in the evolution of living standards;tsaswealth and
debts, earnings’ insecurity and vulnerabilignd subjective dimensions such as individuals’ ggtion of their social
position.

The aim of this paper was to analyse whether ctaimg¢he degree of inequality within specific greup terms of
objective data are associated with similar charigethe perceptions of the members of the variowmsigs. More
precisely, the focus was on inequality in peopel$-declared position in society and its comparigdgth evidence in
terms of income distributions.

The different steps of this research have outlexe@thteresting pattern.

On the one hand, during the time period considesadncreasing distance between income groupssgsreable. On
the other hand, subjective social position inedyaiias fallen between 1992 and 2009. Looking abdgmosition
results evidence is found that this decline dogsamty depend on the changes of the distributiorthef covariates
across population. Indeed, a significant decredissubjective social position inequality between ugre and within
groups with different characteristics can be imgute changes in the relationship between the catewito the
outcome.

Looking at the whole picture this means that indiinl characteristics such as family disposable nmeoage,
education, employment status and occupation plagaker role in explaining the heterogeneity of pe'spanswers on
their location across society. The case of theddinftates is emblematic: it is a high-inequalityrdoy with relatively
low values of subjective social position inequality

These results can be explained in different ways.

First, individuals can have false perceptions eirtincomes and their economic advantage or disgdga compared
to others.

Second, the perceived distances between membsrxiefty can depend on different undetectable facijective or
subjective) that influence the sense of identityalienation observable within a community and ib ¢ee distributed
very differently from income.

This latter explanation, wheeavidence of an increasing income distance betweeralsgroups is found, while no
increase concerns inequality in perceptiagagoherent with the “reference-groups hypotheatording to which there
is an increasing tendency for people to perceientelves as being in the middle. Authors suchrask~(2007),
Layard (2005), and Graham (2007) connected thisidét to the increasing role played by the relatigeial context in
shaping people's aspirations and their consciossufeipuality of life.

Thus, results are consistent with what Evans arnlK€2004) pointed out: reference group forcestigaite rather than
obliterate the subjective impact of social inegiigdl’ (Evans and Kelley, 2004, p. 29). On the camtr an opposite
evidence was provided for the case of Italy. Iis tountry, an empirical evidence of stability ie fhcome inequality
is accompanied by the worsening of confidence aqub@ations experienced by Italian households shatvs how
results can also be affected by individual trajecto terms of social mobility as pointed out ifet studies (Boeri and
Brandolini 2004, Ricci 2016).

Indeed, according to this evidence there are satenpal effects.

In particular, these findings may describe a sgomthin which trust and expectations about onegsspnal situation
and those about the country situation do not differoss the different income classes, leading teigé emulative
behaviours despite increasing inequality (Golinefid Parigi, 2004; Levine, Frank and Dijk, 201®)r Fistance, such
reasoning could explain the observed decline imegage saving rates in the USA.

2 The unadjusted change is -0.0278 and not -0.48usecthe means in both distribution are imposecetedual to 1 to
avoid problems connected with the dependency ofdéinence on the mean.
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Moreover, these dynamics of perceptions may alpta@xthe lack of reaction to the rise of econouigparities which
many authors are actually debating.

Consequently, the consideration of this variable lealp understand different economic phenomena.

In addition, the insights derived from the integchtapproach followed in this paper point out thadr®mic analysis
should take into account various dimensions. Hefutete research in this direction should be enaged.
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Appendix
Figure Al. Variance of self perceived social pasitby profession

1992 2009
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Figure A2. Variance of self perceived social positby educational level
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Figure A3. Variance of self perceived social positby occupational status
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Figure A4. Variance of self perceived social pasitby profession

1992 2009
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