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SOCIAL MOBILITY AND REDISTRIBUTIVE POLITICS*

THoMAS PIKETTY

Just like economists, voters have conflicting views about redistributive taxation
because they estimate its incentive costs differently. We model rational agents as
trying to learn from their dynastic income mobility experience the relative
importance of effort and predetermined factors in the generation of income
inequality and therefore the magnitude of these incentive costs. In the long run,
“left-wing dynasties”” believing less in individual effort and voting for more
redistribution coexist with ‘‘right-wing dynasties.”” This allows us to explain why
individual mobility experience and not only current income matters for political
attiitudes and how persistent differences in perceptions about social mobility can
generate persistent differences in redistribution across countries.

I. INTRODUCTION

This paper develops a rational-learning theory! of redistribu-
tive politics seeking to explain important stylized facts concerning
the effect of social mobility on both individual political attitudes
and aggregate political outcomes.

The idea that social mobility plays a crucial role in shaping
political attitudes (in particular toward redistribution) has a long
history in the social sciences. De Tocqueville [1835] first stressed
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1. That is, as we understand it, a theory precisely describing not only the
values and preferences individuals are promoting and the institutions aggregating
their actions, but also the information sets they are exposed to and the way they
learn from them. This differs from standard rational-choice theories, as well as from
most sociological “explanations” of the effect of one’s mobility experience on one’s
political attitudes.
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the idea that the difference in attitudes toward redistribution
between Europe and the United States could be explained by
presumed differences in mobility rates. Since then, many authors
have followed this line to explain the absence of any strong socialist
movement in the United States.2 On the other hand, comparative
empirical studies of social mobility rates have long demonstrated
the absence of any significant difference between industrial na-
tions.? Lipset and Bendix [1959] and Lipset [1966, 1977, 1992]
have repeatedly suggested that persistent differences between
European and U. S. redistributive politics may be due to persistent
differences in popular beliefs about social mobility.*

But social mobility is known to have crucial effects at the
individual level as well. Although current income is positively
correlated with voting attitudes toward redistribution (higher-
income groups vote less for left-wing redistributive policies), the
correlation is much less than one, and most of all the residual is
strongly correlated with past income: upwardly or downwardly
mobile voters always exhibit an intermediate position between
stable low-income and high-income voters; that is, Table I summa-
rizes the typical voting patterns observed across time and indus-
trial democracies with a remarkable degree of stability.¢ That is,
seven out of ten lower-class voters born in the lower class typically
vote for left-wing parties, against less than one-half of lower-class
voters born in the middle class. Similar qualitative results are
obtained in survey studies trying to isolate the specific redistribu-
tive component of political attitudes.” From this matrix it would
appear that parents’ income class determines one’s political atti-

2. Among which Marx [1852], Sombart [1906], and Petersen [1953].

3. See, e.g., Lipset and Bendix [1959] and Erikson and Goldthorpe [1985, 1992].

4. “What explains the contrast in the political values and allegiances of
American workers with those of other democratic nations? (. . .) the belief system
concerning class rigidities stemming from varying historical experiences (- - -) seems
much more important than slight variations in rates of mobility” [Lipset 1992, pp.
Xx—XXi].

5. A few studies found that upwardly mobile agents are on average more
right-wing than stable middle-class (mostly in the United States). However, later
studies have shown that this was nonrobust (see Thomson [1971]), and this thesis
has apparently been abandoned.

6. See, e.g., Abramson [1973], Thomson [1971], Boy [1980], and Cherkaoui
[1992]. This sociology/political science literature usually cuts the society in half:
lower-class, manual occupations; and middle-class, nonmanual occupations. Al-
though this is highly rudimentary, more sophisticated studies with more than two
income groups confirm the basic findings (see Turner [1992]), which casts serious
doubts on the simple measurement error explanation for these findings. Table I
does not show up simply because upper-half agents whose parents were in the upper
half are in fact richer than other upper-half agents.

7. Otherwise, one could argue that not only redistribution is involved when
voting for some political party. The point is that the same picture survives when
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TABLE 1
PERCENTAGE OF VOTES FOR LEFT-WING PARTIES AS A FUNCTION OF INDIVIDUAL
MoBILITY EXPERIENCE

Respondent’s income

Low income High income
Low income 72% 38%
Parents income
High income 49% 24%

(Average matrix for six countries: Germany 1953, Britain 1962, United States, 1953, Finland 1949, France
1966, Norway 1957. Standard deviation = 5.78%.
Source. Cherkaoui [1992, p. 189].

tudes almost as much as one’s current income, whereas straight
economic rationality should imply that only current income and
not past family income® should determine one’s interests in
redistribution, as in the standard public-choice models of redistribu-
tive politics.?

Our primary objective is to provide a common framework to
account for these various stylized facts and, by doing so, to develop
a new conceptual framework to think about redistributive politics.
The basic idea of our theory is that voters may develop conflicting
views about redistribution not because they are maximizing differ-
ent objective functions but rather because through their various
mobility experiences they (rationally) happen to learn and to
believe different things concerning the incentive costs of redistribu-
tive taxation for society as a whole. That is, our modeling exercise
consists of describing rational agents as having a priori the same
distributive goals and as trying to learn from their income trajec-

survey studies directly ask the agents what they think about inequality and
redistribution. See the studies edited by Turner [1992].

8. Unless one assumes that there are strong ‘“‘dynastic permanent-income”
effects. That is, one could reconcile Table I with a simple model of selfish,
forward-looking, and well-informed voters only by assuming that ability exhibits
sufficient memory along dynastic histories, so that kids’ income prospects depend
sufficiently on the grandparents’ achievements for a given parental income. We feel
that such an alternative explanation would eventually have to deal with the
formation of beliefs about such dynastic transmission processes, which would bring
it very close to the theory developed in this paper.

9. See, e.g., Mueller [1989] for the standard economic models of redistributive
politics. Aside from the stylized facts mentioned above (which by nature these
theories cannot accommodate), the basic prediction according to which a lower
median-income/mean-income ratio should result in higher redistribution does not
seem to be particularly consistent with the evidence (see, e.g., Perotti [1994] and
subsequent references). See Piketty [1993] for an alternative viewpoint on the
political economy of redistribution with perfectly informed, selfish voters.
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tory not only the mobility matrix of their society but mostly how
responsive individual probabilities of promotions and achieve-
ments are to individual effort (as opposed to predetermined factors
that are beyond one’s control), so as to evaluate the incentive costs
of redistributive taxation. However, completely learning the rela-
tive role of effort in the generation of inequality would require a lot
of costly experimentation that each single generation is not willing
to undertake, which implies that in the long run different income
histories lead dynasties to converge toward different beliefs regard-
ing society’s mobility parameters and therefore different beliefs
concerning the socially optimal redistribution rate.

The key point is that in the long run the same reasons lead
some dynasties to support higher redistributive taxation and at the
same time to supply less effort, while some other dynasties support
lower redistribution and at the same time work harder to be
successful. Namely, in the long run some dynasties believe (maybe
rightly) that predetermined factors are more important than
individual effort in shaping individual achievements, while some
others believe (maybe rightly) that individual effort is the key to
success and social rigidities are second-order.!? This implies that in
steady state there are more “‘left-wing dynasties’ in the lower class
and more “right-wing dynasties” in the middle class (regardless of
which dynasties have the “‘right” beliefs, if any), although every-
body started with the same distributive goal. Moreover, upwardly
and downwardly mobile groups include intermediate fractions of
left-wing and right-wing dynasties as compared with stable lower-
class and upper-class agents, which leads exactly to the voting
patterns depicted in Table I.

The multiplicity of steady states explains at the same time why
different countries can remain in different redistributive equilib-
ria, although the underlying structural parameters of mobility are
essentially the same. This is particularly likely if a country
exhibited for some time in the past a significantly different
experience of social mobility before joining the “‘common” pattern.
The “canonical’”’ application is the United States, whose nine-
teenth century mobility and class structure differed significantly
from that of Europe before the two countries converged in the
twentieth century.!!

10. In fact, there is a whole continuum in between these two extreme
dynasties.

11. Note that this provides a more rigorous explanation for this persistence
phenomenon than the sociologists’ ‘“‘explanation” referred to above. Our theory
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Four different pieces of evidence lead us to think that this
theory has some relevance. First, when asked what they think
about inequality and redistribution and why they vote the way they
do, it appears that people from different social backgrounds share a
wide consensus about abstract principles of distributive justice
(ability per se is usually considered as an irrelevant basis for desert
unless it is seen as being a result of previous efforts. People can
deserve unequal rewards only on the basis of features—such as
effort—that are subject to voluntary control), but that they differ
substantially on practical assessments concerning the key to
personal success (the poor emphasizing structural factors; the rich,
personal qualities such as effort and ambition) (see Rytina, Form,
and Pease [1970]; Kluegel and Smith [1986, Chapters 3—4]; and
Miller [1992]). In some sense, this paper chooses to take seriously
people’s justification of their attitudes toward redistribution, in-
stead of describing them as egoists and liars from the beginning.12

Next, voting patterns indeed exhibit an amazingly high rate of
dynastic reproduction. Abramson [1973] shows Italian data where
more than 80 percent of voters with left-wing parents voted for
left-wing parties, irrespective of their social class and their mobility
experience. This gives strong support to our theory,!? which says
that in the long run individual mobility experience has a substan-
tial but completely indirect effect on individual political attitudes.
That is, conditioning individual political attitudes on parents’
political attitudes almost completely cancels the effect of individual
social mobility on voting behavior depicted in Table 1.14 Our model
makes transparent this distinction between the direct, ‘‘learning”
effect and the indirect, ‘“sampling” effect of mobility on political
attitudes. Also, note that the idea that a common cause leads some

shows why it is possible to persist with a wrong estimate of social rigidities and the
role of effort. Although agents may eventually learn the right matrix of actual
mobility rates, they have a biased estimate of how this matrix would respond to
changes in individual effort decisions (and this is the functional form that one needs
to know to assess the incentive costs of redistribution).

12. One could obviously argue that people are basically egoistic and ex post
“find” some beliefs to justify their behavior. But then one has to explain why
income is not perfectly correlated with one’s vote (see Table I). Methodologically, it
makes sense to assume that agents lie in survey studies only if this is necessary to
account for the actions and facts under consideration, which is not the case here.

13. It is hard to reconcile these very high rates of dynastic reproduction with
the basic voting patterns of Table I without a theory giving a common reason why
some dynasties vote for more redistribution and at the same time have lower rates
of upward mobility.

14. See also Kelley [1992] for some very detailed evidence showmg that the
effect of social origins is mostly indirect, i.e., goes through the parents’ political
preference and not the class per se.
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agents to support redistribution and to supply less effort is similar
to the old view that highly politicized workers do not try to use
chances of social ascent as much as workers with less class
consciousness (see Kaelble [1985, p. 61]).15

Finally, the view that there exist wide and persistent disagree-
ments about the incentive costs of taxation is supported by the
strong lack of consensus among economists when they attempt to
quantify these costs. Everybody agrees that a 90 percent marginal
income tax rate may well discourage labor supply and that a 10
percent rate leaves room for more taxation, but the consensus is
not long preserved if we try to go farther.!® This is hardly
surprising since economists face the same basic limitations as the
agents described in this paper. The only way to know the optimal
redistribution rate for sure would be to try it for a while, and this
entails substantial social costs. The difference (hopefully) is that
most agents base their assessment on their limited personal
experience (so that their eventual beliefs are to a large extent
forecastable), whereas scholars may perform more sophisticated
cognitive processes than those of the agents, or have more time to
find more information.!?

Another application of the ideas developed in this paper is
worth mentioning. Forgetting completely about the redistributive
taxation aspects of the theory, our learning model predicts that
income inequality for a given, homogeneous cohort should grow
with age. When people are young and start with the same beliefs,
they put forth the same effort, and the only inequality comes from
the shocks. As time passes, people who have received bad shocks

15. This example illustrates that left-wing dynasties may very well expend a lot
of effort for other objectives which are not related to social ascent (such as
trade-union activism or teaching).

16. See MaCurdy [1992] and subsequent references for recent developments of
the long-standing controversy between economists about the work disincentives
effects of taxes. Note that this empirical literature does not actually offer any
estimate of the elasticity of the transition probabilities between different income
levels with respect to changes in the after-tax income distribution, since it typically
uses cross-sectional data on working hours, wage rates, and total income to estimate
the elasticity of working hours with respect to the net wage rate and nonwage
income, thereby completely neglecting the incentive costs of redistribution via lower
individual effort to be promoted to a higher wage rate (whereas one would expect
that this is the source of most of the incentive costs, if any, as opposed to
working-hours responses within a fixed wage-rate category). In any case, note that
an econometrician estimating the role of effort for these transition probabilities
would also need to estimate agents’ beliefs about the role of effort in order to get
unbiased estimates of the true parameters (otherwise the econometrician will
always tend to confirm what agents believe).

17. Section VI shows how a sophisticated outside observer can use our theory
and cross-country evidence to make some (limited) progress in assessing these
incentive costs.
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may get (rationally) discouraged and supply less effort; whereas
more successful agents keep putting forth more effort. Eventually
a lot of persistent inequality has been created simply because of
endogenous beliefs dynamics. This provides a new explanation for
this widely noted phenomenon.18

The rest of this paper is organized as follows. Section II sets up
a simple model of income inequality and redistribution. Section III
describes the learning dynamics when dynasties learn only from
their own income trajectory. Section IV analyzes the long-run
steady states of this learning process and proves the main result;
i.e., that voting patterns always look like Table I in the long run.
Section V introduces the possibility of learning from other dynas-
ties and shows how this restricts in interesting ways the degree of
heterogeneity that one ought to observe in any single country while
preserving the heterogeneity of long-run beliefs. Section VI at-
tempts to make some outside observer’s welfare comparisons of the
various steady states. Section VII gives concluding comments.

II. A MoDEL OF INCOME INEQUALITY AND REDISTRIBUTION

In order to isolate the heterogeneity of voting behavior
stemming from the endogenous heterogeneity of beliefs about
incentive costs, we consider a model of redistribution where
different income groups do not a priori have different distributive
objectives when they vote over redistributive policies.!® This may
arise simply because redistribution is of a pure social-insurance
nature (each agent faces equal chances at the beginning of each
period), or more generally because all agents share the same
principles of distributive justice, although they may have different

18. See Deaton and Paxton [1994] for recent evidence that the variance of labor
earnings (and not only the variance of total income or consumption) grows with age
for a given cohort. Our proposed explanation differs from the usual explanation (the
true inequality of ability between agents is the same at all ages, but it takes time for
employers to learn these ability differentials. See, e.g., Baker, Gibbs, and Holm-
strom [1994, pp. 925-28] and references cited therein) in that in our model there is
no true inequality between agents, and everything comes from endogenous discour-
agement and encouragement effects. One way to distinguish empirically between
the two theories would be to observe the effect on earnings dynamics of personal
events that affect individual beliefs about the role of effort without affecting
employers’ perceptions about ability.

19. As we repeatedly stress throughout the paper, a model where voting
heterogeneity comes entirely from heterogeneous, well-informed economic interests
can hardly explain the voting patterns of Table I. This does not preclude real-world
individual concerns for redistribution to be some complex combination of selfish and
social values (as long as this is consistent with Table I and the observed rates of
political reproduction).
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material interests in redistribution; we choose to focus on the
latter case.

We assume a discrete infinite horizon, ¢t = 1, 2, ..., and we
consider an economy made up of a continuum of agents i = [0;1].
For convenience we shall think of each period as a generation, and
of each generation as having exactly one offspring each period.2°

During each period ¢ each dynasty i can obtain one of two
possible pretax incomes y;; = y, or y;, with y; > y, > 0. We note L,
(respectively, H, = 1 — L;) the mass of agents born at time ¢ in
low-income families (respectively, in high-income families); L, is
the mass of dynasties obtaining income y, at period ¢ — 1 (L,=
m(i subject to y;;_; = y,), where m(.) is the Lebesgue measure over
D). Agents obtain income y, or y, depending on luck, how much
effort e one spent, and social origins (i.e., parents’ income). The
material welfare of agent i at period # is given by?2!

U = yi — Cley)
with
C(e) = €2/2a, a> 0.

More precisely, the probability that an agent with social origins y,
(respectively, y;) and with effort supply e obtains income y, is given
by

proba(y;, = yile; = €,¥i—1 = ¥o) = m + e
(respectively,
proba(y; = yile; = e,yy—1 = y1) = m + 6e).

In equilibrium these probabilities will be strictly between zero
and one, so that there is positive intergenerational mobility in this
economy. We assume, however, that 0 < m, < 1r; to reflect the fact
that children from high-income families have access to better
opportunities (on average). 6 > 0 measures the extent to which
individual achievement is responsive to individual effort.

It is irrelevant for our purposes where the parameters (g, m,,0)
come from (and in particular whether poor kids have lower
opportunities because of genetic endowment, parental environ-

20. Although nothing would be changed if lifetimes last several periods, as we
shall see later on.

21. We assume a to be small enough so that the transition probabilities defined
below will always be between 0 and 1. We choose this simple functional form for C(e)
for the sake of notational simplicity only.
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ment, or schooling), because we only consider public policies that
are purely redistributive; i.e., which take as given these parameters
and simply try to make low achievement less painful by redistribut-
ing from y; to y,.22 In this simple two-income world where we
assume that both effort and social origins are not publicly verifiable
(second-best) optimal redistributive policies simply take the form
of a tax rate T € [0;1].28 Income is taxed at rate T, and all tax
revenue is redistributed in a lump-sum way, so that the after-tax
income y,, (respectively, y;.) of someone obtaining pretax income y,
(respectively, y;) is (1 — 1)y + 7Y (respectively, (1 — 7)y; + 1Y),
where Y is aggregate income at the corresponding period.24

The timing of actions for each generation is as follows: after
they choose their effort level e;; and their income shock y;; = y, or y;
is realized, agents vote over the redistributive policy 7;.; to be
applied next period. Tax policies are chosen one period in advance
to avoid time-consistency issues (the relevant tax rate is known
prior to effort-taking) and to ensure that at the time of the vote
agents know their own income group, so that there are four types
of voters (as in Table I): the stable lower class, noted SL; (those
whose parents’ income was y, and whose income is also y,), the
downwardly mobile, noted DM, (those whose parents’ income was
y1 and who have gone down to y,), the upwardly mobile, noted UM,
(those whose parents’ income was y, and who have moved up to y,),
and the stable high-income (or middle class, noted SH; (those
whose parents’ income was y; and whose income is also y,).

We assume that when voting over redistribution these differ-

22. Our analysis can readily be extended to a world with a larger set of policy
tools (e.g., schooling and parental aid policies aimed at reducing m; — ) in case
agents have common beliefs regarding how these policies affect the parameters
(1r9,71,0), whatever they may be. For given beliefs about (,71,0) agents will favor
the same, socially optimal policy package, and these beliefs will be determined
through individual income histories in the same way as in Section III, IV, and V
below. However, if, as one would expect, agents have different beliefs regarding how
different policies can affect some given parameters (e.g., agents who experienced
different schooling or parental histories view differently the relative efficiency of
pure redistributive taxation versus schooling subsidies), then the theory has to be
substantially enriched in order to account for these endogenous variations in
beliefs. We leave this for future research.

23. If redistributive transfers could be made conditional either on individual
social origins or on individual effort, then one could redistribute without affecting
individual incentives to expend a lot of effort, and the size of socially optimal
transfers would just depend on m; — o (and not on 8). Note also that once such
conditional transfers are not feasible (second-best) optimal policies charges the
same flat tax rate on everybody’s income. It is useless to try to charge lower rates
against lower lump-sum transfers to high-social-origins agents by inducing them to
self-select (this is because effort matters the same way for all agents).

24. Using the notation introduced above, aggregate income at period ¢ Y; is
equal to L;y1y0 + Hyv1y1.



