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Objectives. The increase in income inequality in the United States over the past
three decades has been well documented, though Americans differ in their per-
ceptions of rising inequality. In this article we investigate the degree to which
context shapes individuals’ perceptions of rising income inequality in the United
States. Methods. Using objective data on state-level income inequality and survey
data from the 2004 American National Election Study (ANES), we estimate a series
of ordered logit models depicting individuals’ perceptions of rising income in-
equality as a function of state income inequality and various control variables. Re-
sults. We find that individuals residing in states with high income inequality are
more likely than other individuals to perceive large increases in national income
inequality over the past 20 years. We also consider possible interaction effects for
state income inequality with political knowledge and family income, but our ev-
idence suggests that such effects are limited to family income. We find that in-
dividuals from lower income strata are more likely to translate state income
inequality into inequality perceptions than those with higher incomes. Conclusion.
State inequality context significantly shapes individuals’ perceptions of rising in-
come inequality, particularly among those with lower incomes.

A large literature documents the substantial rise in income inequality in
the United States since the early 1970s (Morris and Western, 1999; Got-
tschalk and Danziger, 2005; Jacobs and Skocpol, 2005; Bartels, 2008;
McCall, 2005; Piketty and Saez, 2003; Goldin and Katz, 2008). During this
period, the income gap between individuals at different income levels in the
United States has grown faster than that in other advanced Western de-
mocracies (Bartels, 2008; Jacobs and Skocpol, 2005). Political scientists have
begun to consider the political effects of income inequality, including in-
equality in responsiveness by elected officials to citizens with lower incomes
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(Bartels, 2005, 2008), declines in political trust (Uslaner and Brown, 2005),
greater polarization in the mass public and in the U.S. Congress (McCarty,
Poole, and Rosenthal, 2006; Garand, forthcoming), diminished levels of
voter participation (Leighley and Nagler, 2006; Garand and Nguyen, 2008),
and general shifts in political equality (Jacobs and Skocpol, 2005; Dahl,
20006). Still other scholars have explored the political underpinnings of
income inequality (Bartels, 2008).

The subject of public opinion toward income inequality has quickly become
an active research area in political science, undoubtedly because public opinion
concerning inequality is believed to affect both electoral outcomes and public
policy outputs. Scholars find that Americans differ in their levels of concern
about increasing income inequality, and they ascribe observed differences to
determinants such as individuals™ political ideology, political information, ed-
ucation level, and media exposure (Bartels, 2008; McCall, 2005; McCall and
Kenworthy, 2008). Other scholars focus on the effects of public opinion
toward income inequality on policy attitudes (Bartels, 2008) and various forms
of political behavior, such as voter turnout (Garand and Nguyen, 2008; Gal-
braith and Hale, 2008a) and vote choice (Galbraith and Hale, 2008a).

In one of the most important recent works on income inequality, Bartels
(2008) explores both the political determinants and effects of rising income
inequality. Much of his work is devoted to the micro level and is focused on
public perceptions of rising income inequality, as well as public opinion on
policies related to the distribution of incomes in U.S. society. In this article,
we build on one component of Bartels’s work to explore the degree to which
Americans’ perceptions of rising income inequality reflect actual levels in
income inequality in their home state contexts. Specifically, we address the
question of whether or not the level of inequality in the state contexts within
which Americans reside affects their perceptions of rising income inequality.
To accomplish this, we match data on state income inequality with survey
data from the 2004 American National Election Studies (ANES). We posit
that individuals who reside in states with high levels of income inequality are
more likely to perceive an upward trend in income inequality. Moreover, we
explore whether individuals differ systematically in their responsiveness to
levels of income inequality in their home states. We speculate that indi-
viduals from lower income strata and with higher levels of political knowl-
edge are more likely to translate state income inequality into perceptions of
rising inequality.

The plan of this article is as follows. First, we examine patterns of rising
income inequality in the past four decades in the United States. Second, we
briefly review previous public opinion studies on income inequality. Third,
we discuss the theoretical relevance of the contextual effect of income in-
equality on public perceptions relating to the distribution of incomes in the
United States. Fourth, we discuss our hypotheses and discuss the contextual
and public opinion data sets used to test these hypotheses. Finally, we report
and discuss our empirical analysis and provide some concluding remarks.
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Rising Income Inequality in the United States

The disparity between rich and poor people in the United States has risen
since the 1970s. The real income share for individuals in different income
strata had stayed constant for three decades following the end of World War
I1, but around 1980 the income share of the wealthiest Americans began to
escalate rapidly and diverge increasingly from the shares of other income
groups (see Bartels, 2008:11). To illustrate, in Figure 1 we present the trends
from 1967 to 2008 in the real income (in 2008 dollars) for different income
percentiles. As one can see, real income changes increase as one moves from
lower-to-higher income percentiles, and the high-low income gap has in-
creased over time. From 1967 to 2008, those in the 95th percentile in-
creased their real incomes from $107,091 to $180,000, a real income
increase of 68.1 percent over this time period. On the other hand, real
income increases are smaller for the 80th percentile (from $67,735 to
$100,240, or an increase of 50.2 percent), 60th percentile (from $46,799 to
$62,725, an increase of 34.0 percent), 40th percentile (from $32,973 to
39,000, an increase of 18.3 percent), and 20th percentile (from $16,909 to
$20,712, an increase of 22.5 percent). The pattern is even starker using
higher income percentiles. According to Bartels (2008:10-11), the real in-
come (in 2006 dollars) of the 99.99th percentile of taxpayers increased five-
fold between 1981 and 2005, and over the same time period it tripled for
the 99.9th percentile and doubled for the 99th percentile of taxpayers.

FIGURE 1

Income, in Thousands of Dollars (2008 Dollars), by Selected Income Percentiles,
1967-2008
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Note: Each line represents the income associated with the relevant income
percentile.
Source: U.S. Census Bureau (2009).
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Clearly, incomes have grown at a faster rate for individuals at higher income
percentiles in the United States.

It is also noteworthy that the disparity in income in the United States is
“much sharper and has grown faster than in other advanced industrial
Western democracies” (Jacob and Skocpol, 2005:5). Since the early 1980s,
the top 0.1 percent income share in the United States increased rapidly
relative to that of both Britain and France, making the United States a
country with far more unequal incomes (Jacobs and Skocpol, 2005:6).

The rise in income inequality is seen by many scholars and political observers
as having dire effects on the workings of democracy and the U.S. political
system. Jacobs and Skocpol (2005:1) provide a particularly pessimistic view.

Generations of Americans have worked to equalize citizen voice across lines
of income, race, and gender. Today, however, the voices of American
citizens are raised and heard unequally. The privileged participate more
than others and are increasingly well organized to press their demands on
government. Public officials, in turn, are much more responsive to the
privileged than to average citizens and the least affluent. Citizens with lower
or moderate incomes speak with a whisper that is lost on the ears of
inattentive government officials, while the advantaged roar with a clarity
and consistency that policy makers readily hear and routinely follow.

Public opinion on income inequality can be seen as a bridge connecting
income inequality and the workings of democracy. Mass opinion is a par-
amount concern in democracies not only because it affects electoral out-
comes directly, but also because it can exert a direct influence on public
policy outputs (cf. Erikson, MacKuen, and Stimson, 2002). Perceptions
among the mass public of rising income inequality can be an important
driver of public opinion on matters relating to the income distribution, and
this in turn has the potential of influencing public policy.

Perceptions of Income Inequality in the Mass Public

Scholars have relied on a variety of survey sources to study Americans’
perceptions of income inequality. The American National Election Survey
(ANES), General Social Survey (GSS), International Social Survey Program
(ISSP), Louis Harris Poll, Gallup Poll, and the Civic Engagement and
Inequality Survey by Syracuse University all include survey questions asking
people about their perceptions on rising income inequality (McCall, 2005,
2007; McCall and Kenworthy, 2008; Bartels, 2008).

In response to the survey questions asked about their perception on rising
income inequality, the majority of the respondents agree that the gap be-
tween rich and poor in the United States is large and that it is growing.
However, some political scientists consider the high percentage of agreement
a product of “agreement bias” (McCall and Kenworthy, 2008; Osberg and
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Smeeding, 2006). One reason for the high percentage of “agree” answers,
they argue, is that “survey respondents have consistently been quite likely to
endorse the notion that inequality is increasing, regardless of actual eco-
nomic trends” (Bartels, 2008:144).

One way to examine Americans’ concern for inequality is to look at the
change through time, and some scholars have relied on this approach. Survey
data from both the GSS and ISSP surveys show a significant drop in 1996 and
2000 in the percentage of people who perceived a greater gap between rich and
poor. In other words, fewer Americans are aware of the rising level of income
inequality in 1996 and 2000 than in 1992 or 1987, although the actual gap
between high- and low-income individuals became much larger during that
period (McCall, 2003:37). The Harris Poll shows a similar pattern: although
actual levels of income inequality increased substantially since the 1970s, the
aggregate percentage of those agreeing with the statement that the “rich get
richer and the poor get poorer” remained very stable and even decreased after
1995 (Bartels, 2008:146). Considering the apparent inconsistency between
actual income inequality and individuals’ perception of income inequality in
the late 1990s, some scholars claim that individuals’ awareness of the relative
fortunes of the rich and the poor may have been overstated (Bartels, 2008).

Is it possible that actual levels of income inequality are unrelated or only
weakly related to individuals’ perceptions of income inequality? We suggest
that what determines Americans’ perceptions of income inequality is a sub-
ject worthy of systematic research. Scholars have documented the effects of
variables such as political knowledge, ideology, and education on percep-
tions of income inequality, but to date they have not explored the effects of
contextual variables in shaping individuals’ perceptions of income inequal-
ity. The connection between actual levels of income inequality in Americans’
contexts and their individual perceptions of income inequality warrants
empirical investigation.

Why is the Context So Important?

Why do some people perceive rising income inequality, while others do
not? Previous statistical analyses show that (1) political ideology, party
identification, political information levels, and education levels affect indi-
viduals” perception of income inequality (Bartels, 2008; McCall, 2005), and
(2) political information levels have differential effects on perceptions of
income inequality for liberals and conservatives (Bartels, 2008). In all pre-
vious studies of individuals’ perceptions of income inequality, scholars have
focused on individual-level attributes as explanatory variables, and individ-
uals’ context has drawn relatively little attention. There is reason to think
that context can provide politically relevant information that can shape
individuals’ attitudes about income inequality. As Zaller (1992) states, in-
dividuals tend to resist information that is inconsistent with their predis-
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positions, but once the contextual information accumulates beyond a certain
threshold point, individuals are more likely to change their perceptions and
beliefs. This suggests that context can have an effect on people’s perceptions,
though such effects are not necessarily immediate.

For individuals who reside in an environment characterized by high in-
come inequality, we suggest that it is likely that these persons will observe
rising economic inequality in daily life by passing through contrasting rich
and poor neighborhoods, by reading newspaper stories or watching televi-
sion news stories about increasing levels of economic disparity, or by con-
versing with friends, co-workers, and neighbors about mounting inequality
in the local community. When all the contextual information accumulates
to a certain level in their minds, it is likely that they will change their
perceptions about the prevailing level of income inequality. Context can
provide different kinds of information by signaling individuals about the
condition of their environment and then generating changes in perceptions
about those conditions. There are multiple ways in which contextual in-
formation can be conveyed to individuals. For instance, the salience of
income inequality can be affected by contextual forces such as the news
media. McCall (2005) provides evidence that there was a decrease in media
coverage on income inequality stories from 1996 to 2000 nationwide, and
this may explain the decrease in the percentage of people who perceived
rising income inequality during that time period (McCall, 2005).

In this article, we take a first step in exploring whether or not the objective
context plays a role in determining how people perceive rising income in-
equality. Simply, we suggest that the current inequality level in the indi-
viduals’ contexts shapes their perceptions of rising income inequality in the
United States. People who live in environments with a high level of income
inequality are likely to be exposed to more information about inequality and
are therefore more likely to perceive rising inequality.

Further, we suggest that different groups of people may be affected
differently by contextual information and its associated triggers. For in-
stance, rich and poor people differ in their economic interests, and they may
differ in how sensitive their perceptions are to actual levels of income in-
equality. Individuals with high levels of political and economic knowledge
may be more likely than less knowledgeable individuals to be exposed to
information about income inequality and hence may be more likely to
perceive the enlarging income gap. In this article we consider how differ-
ences across individuals shape the sensitivity of their inequality perceptions
to objective levels of income inequality in their home state environments.

Hypotheses and Data

In this section, we describe our models of individuals’ perceptions of
income inequality. We base our models explicitly on those developed by
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Bartels (2008) and test them using data from the 2004 ANES survey. We

differ from Bartels, primarily, in our use of data on state income inequality
to estimate the effects of objective economic inequality in individuals’ home
state contexts on their perception of rising income inequality. We are aware
that there are many ways to operationalize the concept of context and to
measure the level of contextual information with which individuals are
confronted. The most direct way, we suggest, is to use an objective measure
of the level of income inequality in individuals’ environments. We use as our
core contextual variables the Gini coefficient—a commonly used indicator
of income inequality—measured at the state level.

Hypotheses

Our primary hypotheses relate the effects of state income inequality on
individuals’ perceptions of income inequality. We also consider how other
variables may play a mediating role in shaping the magnitude of the effect of
state income inequality on our dependent variable.

We begin with our hypothesis about the relationship between levels of
income inequality in individuals’ home states and perceptions of income
inequality.

Hy: Individuals who reside in states with high levels of actual income in-
equality will be more likely to perceive rising income inequality than
those who reside in states with lower levels of income inequality.

We suggest that individuals who reside in states with high levels of eco-
nomic inequality relative to that of other states will generally be more likely
to perceive that income inequality is on the rise and is a problem. For such
individuals, there will be many signals in their environment—for example,
signs of impoverished and wealthy neighborhoods, media coverage of in-
equality, and so forth—that will sensitize them to income inequality, in-
crease the salience of inequality, and magnify the perception that inequality
exists. We expect that individuals who are exposed to such signals will be
more likely to perceive that income inequality is present and rising.

Of course, not all people will respond in the same way to variation in
income inequality in their home state environments and it is important to
consider the possible mediating effects of other variables. Regarding per-
ceptions of inequality, some individuals are better situated to perceive their
environment accurately and translate environmental conditions into accu-
rate perceptions of those conditions. First, we suggest that general knowl-
edge of politics should be related to the likelihood that individuals develop
accurate perceptions of income inequality; simply, individuals with high
levels of knowledge should be more likely to be aware of the level of income
inequality in their home states, while those with low levels of knowledge
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should be less likely to accurately perceive their environments. We contend
that individuals with high levels of knowledge will be more likely to translate
objective income inequality into their perceptions of inequality changes.
Hence we hypothesize:

Hy: The relationship between state income inequality and individuals per-
ceptions of income inequality will be magnified with increases in indi-

viduals levels of political knowledge.

Moreover, we suggest that not all individuals are equally motivated to seek
out and use information about income inequality. Simply, individuals with
low income are likely to be the most vulnerable economically when income
inequality is high, and hence we expect that lower-income Americans will be
most sensitive to higher levels of (and changes in) income inequality. On the
other hand, individuals with high levels of income should be less concerned
about income inequality and hence less sensitive to income inequality in
their environments. We expect that low-income individuals are more likely
to translate variation in income inequality into their perceptions of income

inequality. Specifically:

Hj: The relationship between state income inequality and individuals percep-
tions of income inequality will be magnified with decreases in individuals
income.

Data

To estimate our models of perceptions of rising income inequality, we use
data from the 2004 American National Election Studies (ANES) survey.
This survey includes variables representing perceptions of income inequality,
as well as independent variables to be included in our models. Moreover, we
measure our contextual variables using data from Guetzkow, Western, and
Rosenfeld (2007), who utilize Current Population Survey (CPS) data to
estimate state-level measures of income inequality for each state-year ob-
servation from 1963 to 2004.

In measuring our dependent variable, we rely on two items from the 2004
ANES survey. First, the 2004 ANES includes two questions about people’s
perceptions of income inequality.

1. “Do you think the difference in incomes between rich people and poor
people in the US today is larger, smaller, or about the same as it was 20
years ago?”

2. “If it changes, does the difference become much larger, somewhat
larger, much smaller, or somewhat smaller?”

We combine these two questions to create a five-category variable indi-
cating individuals’ perception of rising income inequality, ranging from — 2
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(change much smaller) to +2 (change much larger). A substantial majority
of respondents respond that the gap between the rich and poor has become
larger (31.6 percent) or much larger (49.2 percent); hence a total of 80.8
percent of respondents perceive that income inequality has increased over
the past 20 years. On the other hand, only 3.2 percent are in the lowest two
categories and hence perceive that income inequality is on the decline. The
remaining 16 percent of respondents perceive no change in income in-
equality over the past 20 years.

We include several independent variables in our models. First and foremost,
we include state income inequality as a measure of the inequality context
within which individuals reside. To measure this variable, we rely on data
compiled by Guetzkow, Western, and Rosenfeld (2007) on state-level Gini
coefficients for the years 1963 to 2004. We use state Gini coefficients for 2004
as a measure of income inequality. The Gini coefficient has a possible range
between 0 and 1; a low Gini coefficient indicates a more equal income or
wealth distribution, while a high Gini coefficient indicates a more unequal
distribution. For instance, 0 corresponds to perfect equality (i.e., everyone
having exactly the same income) and 1 corresponds to perfect inequality (i.e.,
one person has all the income, while everyone else has zero income).

In addition, we include two interaction variables to capture the variable
effects of state income inequality on perceptions of rising income inequality.
First, we include an interaction for political knowledge and our state-level
income inequality measure. As noted, we hypothesize that the effects of state
income inequality on perceptions of rising inequality should be stronger
among the politically knowledgeable, so we expect the coefficient for these
interactions to be positive. We measure political knowledge as an additive
scale (o0 = 0.662) based on the number of correct identifications of the
following political figures: (1) Dennis Hastert; (2) Richard Cheney; (3)
Tony Blair; and (4) William Rehnquist. Second, we posit that the rela-
tionship between state income inequality and perceptions of rising income
inequality should be higher among individuals with low income, all else
equal. Hence, we create an interaction variable for household income and
our measure of state income inequality; we expect that the coefficients for
this variable will be negative, indicating that the effect of state income
inequality will be diminished (enhanced) among those with high (low) in-
comes.

Finally, we include in our models a wide range of other independent
variables thought to be related to perceptions of income inequality. On this
point we borrow liberally from Bartels (2008), who estimates similar models
to ours for data from the 2002 and 2004 ANES surveys. The key difference
between our models and those of Bartels is that we include objective state
income inequality, as well as interactions between state-level income in-
equality and two mediating variables that reflect variation in how state
income inequality is translated into perceptions of rising state income in-

equality.
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TABLE 1

Description of Variables

Variable

Description

Perceptions of income
inequality change

State income inequality

Household income
Education

Race: black
Ethnicity: Hispanic
Gender: women
Region: South
Region: West
Region: Northeast
Urban residence

Church attendance

Age
Age squared
Partisan identification

Liberal-conservative
ideology
Political knowledge

Scale of perceptions of change in income inequality over
past 20 years, ranging from — 2 (much smaller) to +2
(much larger).

Gini coefficient of income inequality, measured at the
state level in 2004. Source: Guetzkow, Western, and
Rosenfeld (2007).

Income scale, ranging from O (low income) to 22 (high
income).

Education scale, ranging from O (1-8 years completed)
to 6 (Ph.D. completed).

black; O = otherwise.

Hispanic; 0 = otherwise.

female; 0 = male.

respondent from southern state; 0 = otherwise.

respondent from western state; 0 = otherwise.

respondent from northeastern state; 0 = otherwise.
respondent resides in urban community;

= otherwise.

Scale of respondent church attendance: 4 = every week;
3 = almost every week; 2 = once or twice a month;
1=a few times a year; O = never.

Respondent’s age (in years).

Respondent’s age squared.

Scale of partisan identification, ranging from O (strong
Democrat) to 6 (strong Republican).

Scale of political ideology, ranging from 0O (strong liberal)
to 6 (strong conservative).

Scale of political knowledge, ranging from O (low
knowledge) to 4 (high knowledge). This is an additive
scale (o = 0.662) based on number of correct
identifications of four political figures: (1) Dennis
Hastert; (2) Richard Cheney; (3) Tony Blair; and (4)
William Rehnquist.

—_

[ 2 | | T | R T

A summary of the variables used in our analysis is found in Table 1.

Empirical Analysis and Results

We begin by exploring the degree to which individuals’ perceptions of

rising income inequality over the past 20 years are responsive to actual levels
of income inequality in their home states. We model perceptions of in-
come inequality as a function of state income inequality, interactions that
capture the variable effects of state income inequality across different levels
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TABLE 2

Ordered Logit Estimates for Models of Individuals’ Perceptions of Rising Income
Inequality, 2004

(1) @

Variable b z b z
State income inequality 7.665 2.09* 22.621 2.09*
State income inequality *Knowledge — — 4.904 1.54
State income inequality *iIncome — — —1.579 —3.30%***
Household income —-0.010 -0.63 0.643 3.34 F**
Partisan identification —0.164 —3.30*** —0.164 —3.28%**
Liberal-conservative ideology 0.295 3.00%** 0.304 2.97%**
Political knowledge 0.695 5.68*** 1279 —0.98
Political knowledge *Ideology —0.169 —4.20%** (0175 —4.27%**
Education 0.029 -0.51 —-0.022 -0.39
Race: black —0.075 0.27 0.028 0.10
Ethnicity: Hispanic —0.011 —-0.06 —0.007 -0.04
Gender: women —0.0685 —-0.41 —0.085 -0.63
Region: South —0.551 —4.46%*** (0542 —437%**
Region: West —0.142 —-0.99 —-0.1583 —-1.02
Region: Northeast —0.083 -0.55 —0.093 -0.60
Urban residence —0.098 -0.74 —0.088 -0.67
Church attendance 0.022 0.42 0.019 0.38
Age —0.003 -0.10 —0.001 -0.05
Age squared 0.000 0.04 0.000 -0.02

N 881 881

Pseudo R? 0.038 0.041

Wald %2 370.05 770.45

**#prob <0.001; **prob<0.01; *prob<0.05.

NoTe: Z statistics are based on standard errors estimated with clustering by state. The constant
terms are omitted from the table for the sake of brevity.

of political knowledge and income, and a range of control variables derived
from Bartels’s (2008) work.

In Model (1) of Table 2 we report the coefficients for our core model of
contextual income inequality effects; this model includes just the state Gini
coefficient variable, along with control variables but with no interaction
variables. As one can see, we find a positive effect of state income inequality
on individuals’ perceptions of rising income inequality over the past 20 years
(b=7.665, z=2.09). Simply, individuals who reside in states with high

levels of income inequality are more likely to perceive (accurately) that

"We note that integrating aggregate (state) data into an individual-level model raises some
important statistical questions. Specifically, we cluster individual observations into states, and
this means that the error terms are not independent for observations grouped within states.
To correct for this, we report tests of statistical significance based on standard errors estimated
with clustering by state (Primo, Jacobsmeier, and Milyo, 2007).
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income inequality in the United States has been on the rise over the past 20
years. Further, we find some interesting patterns in the coefficients for sev-
eral of our other independent variables. The coefficients for South region
(b= —0.551, z= —4.46) and partisan identification (6= —0.164,
z= —3.30) are both negative and significant, suggesting that southerners
and Republicans are less likely to perceive increases in income inequality
over the past 20 years. In addition, the coefficients for ideology, political
knowledge, and the interaction between the two variables reveal a pattern
that coincides with that reported by Bartels (2008). For liberals, increases in
political knowledge result in a higher probability that respondents perceive
increases in income inequality over the past 20 years; for conservatives,
increases in political knowledge result in a Jower probability that respondents
perceive rising income inequality.

How strong is the effect of state income inequality on individuals’ per-
ceptions of rising income inequality? How does the effect of state income
inequality compare to the magnitude of effects for other independent vari-
ables in the model? In Table 3 we generate predicted probabilities that an
individual perceives that income inequality has become “much larger’ across
values of several independent variables, holding the values of other variables
constant at their means. As one can see, as the state Gini coefficient of
income inequality moves from its approximate low of 0.37 to its approx-
imate high of 0.45, the proportion of individuals who express the perception
that income inequality has become much larger increases by 0.136 (i.e.,
from 0.422 to 0.558), which is approximately the difference between
southern and nonsouthern respondents (i.e., —0.136, from 0.530 to
0.394). Other variables have stronger effects. Strong Republicans (0.365) are
considerably less likely to perceive much larger inequality than strong
Democrats (0.606), and liberal-conservative ideology differentiates both
low- and high-knowledge individuals by 0.403 and — 0.504, respectively.
Overall, while there are attitudinal variables that appear to have stronger
effects on individuals’ perceptions of inequality, objective state inequality
has a discernible (and significant) effect.

Interaction Models

How do the effects of objective levels of state income inequality vary
across different individual-level attributes? In Table 2, Model (2) we report
results for a model that includes interactions for our state income inequality
contextual variable with individuals’ political knowledge and household in-
come, respectively. Our results suggest strong support for our interaction
hypothesis relating to income, but little support for our interaction
hypothesis relating to political knowledge. Regarding the effects of state
income inequality and its interactions with knowledge and income, we
first find that the coefficient for state income inequality is positive and
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TABLE 3

Predicted Probabilities for Perceptions that Income Inequality Has Become “Much
Larger” Over Past 20 Years, by Selected Independent Variables, 2004

High-Low
Variable Value Probability  Difference
State income inequality 0.375 0.422 0.136
0.38 0.431
0.39 0.450
0.40 0.469
0.41 0.489
0.42 0.507
0.43 0.527
0.44 0.546
0.446 0.558
Partisan identification 0 (Strong 0.606 —0.241
Democrat)
1 0.566
2 0.526
3 0.485
4 0.444
5 0.404
6 (Strong 0.365
Republican)
South 0 (Non-South) 0.530 —-0.136
1 (South) 0.394
Liberal-conservative ideology (low 0 (Strong liberal) 0.217 0.403
knowledge) 1 0.271
2 0.333
3 0.402
4 0.474
5 0.548
6 (Strong 0.620
conservative)
Liberal conservative ideology (high 0 (Strong liberal) 0.817 —0.504
knowledge) 1 0.753
2 0.676
3 0.588
4 0.493
5 0.400
6 (Strong 0.313
conservative)

Note: The predicted probabilities represent the mean probability that individuals in each cat-
egory respond that income inequality has become “much larger” over the past 20 years. These
predicted probabilities are based on the ordered logit results reported in Table 2, holding all
other independent variables constant at their means. The “high-low difference” is the difference
in predicted probabilities for the highest and lowest values on each independent variable.

statistically significant in a one-tailed test (6 = 22.621, z=2.09). This co-
efficient represents the effect of state income inequality on perceptions of
rising inequality for those individuals who score 0 on both the political
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knowledge and income variables. For low-income, low-knowledge individ-
uals, increases in state income inequality result in a greater probability that
they will perceive that income inequality has been on the rise over the past
20 years. Moreover, we find a strong interaction effect for state income
inequality and household income (6= —1.579, 2= —3.30); this coeffi-
cient indicates that, as income increases, the effect of state income inequality
on perceptions of rising income inequality decreases. Hence it appears that
individuals with Jower incomes are more sensitive to the income distribution
in their state environments and hence more likely to translate objective state
income inequality into their subjective perceptions that income inequality
has been on the increase over the past 20 years. On the other hand, the
interaction coefficient for state income inequality and political knowledge
does not achieve standard levels of statistical significance (&= 4.904,
z = 1.54). Contrary to expectations, the inequality perceptions for low- and
high-knowledge individuals are equally sensitive to objective state income
inequality. Political knowledge does not mediate the relationship between
objective state income inequality and subjective perceptions of rising na-
tional income inequality. Simply, both high- and low-knowledge individuals
are equally likely to perceive rising income inequality.

To illustrate the interaction effects for income and state income inequal-
ity, in Figure 2 we present predicted probabilities for the relationship be-
tween state income inequality and individuals’ perceptions that the gap
between rich and poor has become “much larger,” broken down by different
levels of income and holding other independent variables constant at their
means. As one can see, for low-income individuals there is a strong positive
relationship between state income inequality and the probability that in-
dividuals perceive much larger increases in inequality. For low-income in-
dividuals living in a state with the lowest level of income inequality, the
probability that they perceive large increases in inequality is 0.350; this rises
to a probability of 0.708 for low-income individuals who live in states with
the highest level of state inequality. On the other hand, the relationship
between state income inequality and perceptions of income inequality is
negative for individuals with the highest level of income; for these individ-
uals, the probability of perceiving that the rich-poor income gap has become
much larger decreases from 0.583 to 0.345 as the state Gini coefficient
moves from its lowest to highest value. It is also worth noting that there is
no relationship between state income inequality and perceptions of income
inequality for individuals with average incomes. Overall, low-income indi-
viduals are much more likely to translate state income inequality into per-
ceptions of increased income inequality.

The bottom line is that individuals’ perceptions of rising income in-
equality are shaped primarily by the current inequality climate in their home
states. When individuals reside in states with high income inequality, they
are generally more likely than others to perceive rising income in-
equality over the past 20 years. Moreover, individuals with low income
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FIGURE 2

Predicted Probabilities that Income Inequality Has Become “Much Larger”
Over the Past 20 Years as a Function of State Income Inequality, by Respondent
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Note: This figure reflects the effects of the interaction between state income in-
equality and individuals’ household income. Predicted probabilities are based on
the coefficients for state Gini coefficient, household income, and the interaction of
the two variables, as presented in Model (2) of Table 2. In generating these pre-
dicted probabilities, the effects of all other variables in the model are held constant.

are particularly sensitive to the inequality environments in their home states.
For low-income individuals, there is a very strong relationship between
objective state income inequality and their perceptions of inequality growth,
and this relationship declines systematically as individuals’ incomes increase.
We suspect that this is because they are more likely to see themselves at the
bottom of the economic ladder relative to others in their state contexts, and
the clearer signals that they receive about their relative economic position in
society translates more easily into clear perceptions of income inequality in
their home states and, ultimately, in the country as a whole.

Robustness Checks

As noted, our measure of income inequality is based on data from the
Current Population Survey (CPS), as compiled by Guetzkow, Western, and
Rosenfeld (2007). Although the Gini coefficient is a standard measure of
income inequality, there are other measures that capture the same concept.
As a check on the robustness of our findings, we reestimate our models using
alternative measures of state income inequality.
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TABLE 4

Ordered Logit Estimates for Models of Individuals’ Perceptions of Rising Income
Inequality, Using Galbraith-Hale Measure of Income Inequality, 2004

(1) @

Variable b z b z
State income inequality (Galbraith-Hale) — 6.444  2.79**  19.191 2.54 %%
State income inequality *Knowledge — — 2.232 1.19
State income inequality *iIncome — — —1.087 —2.76%*
Household income —0.009 —-0.583 0.468  2.79%*
Partisan identification —0.166 —3.18*** —(0.165 —3.18%*%**
Liberal-conservative ideology 0.290  2.94%* 0.304  2.96**
Political knowledge 0.692 5.61*** —0.266 —0.31
Political knowledge *Ideology —0.165 —4.14%** — 0172 —47%**
Education 0.042 -0.75 —0.038 —-0.68
Race: black 0.043 0.16 0.003 0.01
Ethnicity: Hispanic —0.006 —0.08 0.019 0.1
Gender: women —0.029 -0.22 —0.060 —0.46
Region: South —0.714 —4.81*%* —0.745 —4.68%**
Region: West —0.201 —1.26 —0.239 —-1.34
Region: Northeast —-0.368 —2.15% —-0.410 —2.19*%*
Urban residence —0.064 —-0.43 —0.060 -0.34
Church attendance 0.018 0.34 0.012 0.28
Age —0.001 —0.03 0.001 0.03
Age squared —0.000 —-0.06 —0.000 -0.10

N 869 869

Pseudo R? 0.000 0.043

Wald %2 503.84 578.75

***prob <0.001; **prob<0.01; *prob<0.05.

NoTe: Z statistics are based on standard errors estimated with clustering by state. The constant
terms are omitted from the table for the sake of brevity.

First, Galbraith and Hale (2008a) raise questions about the use of CPS
data to measure state income inequality. They suggest that the CPS measure
is limited by small sample sizes for smaller states in the 1960s and 1970s, as
well as the aggregation of data for high-income individuals (referred to as the
“top-coding” problem). In response, Galbraith and Hale use grouped data
from the Bureau of Economic Analysis (BEA); their measure of state income
inequality is based on the aggregation of wage data across various industrial
classifications in each state (Galbraith and Hale, 2008b). For 2004, the
Galbraith-Hale (BEA) and Guetzkow, Western, and Rosenfeld (CPS) mea-
sures are correlated, but only moderately (» = 0.458).

In Table 4 we report ordered logit estimates for our two models of
individuals’ perceptions of rising income inequality, but in these two models
we substitute the Galbraith-Hale measures of state income inequality. As
one can readily see, the pattern of coefficients is similar to those reported in
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Table 2 that are based on the Guetzkow, Western, and Rosenfeld data. In
Model (1) we see that the Galbraith-Hale Gini coefficient variable has a
positive effect on individuals’ perceptions of rising income inequality
(b= 6.444, r=2.79); simply, individuals residing in states with high in-
come inequality are more likely to perceive rising income inequality than
individuals residing in states with low income inequality. Moreover, in
Model (2) we find evidence using the Galbraith-Hale measure of the same
interaction effects that we observed using the Guetzkow, Western, and
Rosenfeld data. As is the case in Table 2, we find that the coefficient for the
state Gini coefficient variable is positive and statistically significant
(6b=19.191, #=2.54); this suggests that low-income, low-knowledge in-
dividuals increase their perceptions of rising income inequality as state in-
come inequality increases. In addition, the interaction coefficient for
household income and state income inequality is negative and significant
(b= —1.087,t= —2.76), suggesting that low-income individuals are most
sensitive to variation in state income inequality. On the other hand, the
interaction coefficient for political knowledge and income inequality fails to
achieve conventional levels of statistical significance (6 = 2.232, r=1.19).

We also explore the effects of ratio-based measures of state income in-
equality on individuals’ perceptions of rising income inequality. Gini co-
efficients are very good as general measures of income inequality, but they
can hide patterns of income inequality that are higher or lower at certain
points in the income distribution. One solution has been to use measures of
income inequality based on the ratio of the mean income for one (higher)
percentile to the mean income for another (lower) percentile. For instance,
the ratio of the mean income for the 90th percentile to the mean income for
the 50th percentile tells us something about the level of inequality between
high- and medium-income individuals; in a given political system, there
may be higher or lower income inequality for the 90/50 ratio than for, say,
the 50/10 or 90/10 ratio. Moreover, because of differences in political par-
ticipation and engagement across the income distribution, it is possible that
income gaps measured at different points in the income distribution may be
more politically salient than general income inequality. The Guetzkow,
Western, and Rosenfeld (2007) data set includes mean income measures for
each income decile, so we are able to measure income inequality using
different ratios.

In Table 5 we report ordered logit estimates for three models, using the
90/10, 90/50, and 50/10 ratios of high-to-low income as our measures of
state income inequality, respectively. As one can see, two of these alternative
measures do not fare well in predicting individuals’ perceptions of rising
income inequality. The coefficients for the 90/10 and 50/10 ratios are sta-
tistically nonsignificant, suggesting that the ratios of high-low and medium-
low incomes do not have an effect on how individuals think about rising
income inequality. On the other hand, the coefficient for the 90/50 ratio
variable is both positive and statistically significant (b = 0.773, #=1.83).
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This indicates that the ratio of income for high-income individuals to in-
come for middle-income individuals has the strongest effect on individuals’
perceptions of rising income inequality, though the effect is not a partic-
ularly strong one.

Finally, one might suggest that measuring income inequality at a geo-
graphic level closer to the individual, such as counties, would be most
appropriate. Unfortunately, data on income inequality at the county (or
lower) level are not available in 2004. The closest year for which such data
are available is 2000, which is four years removed from the year of this
survey. In auxiliary analyses using state inequality data (results not shown),
we find that the effect of objective income inequality on perceptions of rising
inequality is diminished as the temporal distance increases between the
measurement of inequality and the use of survey data from 2004. Clearly,
we should use caution in utilizing lagged data in our analyses.

As a check, we estimate our models using 2000 county-level data (results
not shown) and find that income inequality at the county level has a positive
effect on perceptions of income inequality (b = 3.389, z = 1.81), though the
size of the coefficient is about one-half the size of the coefficient for 2004
state income inequality (6 =7.665, z=2.09). We cannot be sure if the
reduced magnitude of the county-level coefficient is due to the four-year lag
or to inherent differences in results for county and state inequality data.
Because we lack county-level inequality data for 2004, we focus on the
results from our state-level analysis.

Conclusion

In this article we explore the effects of inequality contexts on individuals’
perceptions of rising income inequality over the past 20 years. We build
explicitly on the work of Bartels (2008), who develops and tests models of
perceptions of rising income inequality. We hypothesize that the level of
income inequality in individuals’ home states has an independent effect on
perceptions of income inequality that extends beyond the effects of inde-
pendent variables included in Bartels’s models.

Our empirical findings provide strong support for the assertion that the
current level of state income inequality has a direct effect on individuals’
perceptions of rising income inequality. In our models without interactions,
we find that state income inequality has a positive and highly significant
effect on perceptions of rising inequality. Controlling for the effects of other
variables, individuals residing in states with high income inequality are more
likely than others to perceive that the income gap in the United States has
become larger over the past 20 years. There is little evidence that the effects
of state income inequality on perceptions of rising inequality are magnified
as a function of individuals’ political knowledge, but there is discernible
evidence that these effects are diminished as a function of individuals’
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household income. Simply, low-income individuals are much more respon-
sive to state income inequality than are wealthier individuals.

Why are these findings important? First, understanding how individuals
translate objective economic conditions into perceptions of those conditions
is an important undertaking. In traditional democratic theory, individuals
are assumed to base their electoral decisions and opinions about politics on
information that is at least somewhat accurate. Given the role of the econ-
omy in theories of voting behavior and public opinion, it is important to
ascertain the degree to which objective economic contexts are reflected ac-
curately in individuals’ perceptions of those contexts.

Second, many scholars and political observers have speculated that the
increase in income inequality would be translated into more intense class
differences in public opinion and voting behavior, yet it is not clear that
these class differences have materialized as intensely as expected. Tradition-
ally, individuals with lower levels of income are thought to have lower levels
of knowledge about politics and their political surroundings, and one may
speculate that lower-income individuals would be less likely to perceive
accurately the level of income inequality in their environments. Our finding
that individuals with lower income are more likely to translate objective state
income inequality into perceptions of increasing income inequality stands in
contrast to these expectations. Moreover, individuals with lower incomes are
deemed as significantly less likely to vote and participate in other political
activities, and this may mute the effects of income inequality on mass
political response. Our finding that individuals with lower incomes actually
have more accurate perceptions of the rising income inequality may possibly
suggest the potential for more active political mobilization among the poor
in reaction to increased income inequality, though future research is needed
to address this question.

Where do we go from here? We suggest that the research agenda on this
subject is a full one. First, it is important to consider other possible mediating
effects on the relationships between context and perceptions of income in-
equality. For instance, it is likely that the news media plays a substantial role in
conveying information to individuals about the current and past states of the
income distribution, so in future research it is important to add the news
media to the study of individuals’ perceptions of income inequality. Moreover,
understanding how and to what extent the news media covers issues relating to
income inequality and the income distribution is an important undertaking
that should be explored in future research.

Finally, we speculate that the direct and mediating effects of income on
attitudes toward income inequality may be context specific. We have mea-
sured income using standard income categories, but what might be more
important is where individuals fit in the income distribution of their home
states, counties, or neighborhoods. Individuals in a household making
$45,000 per year may be less concerned about income inequality in a state
where their income places them in the middle of the income distribution,
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while another individual with the same household income may have greater
concern about income inequality if their income places them at the lower
end of the income distribution. The study of contextual effects is just be-
ginning and should be developed by scholars interested in public opinion
toward income inequality.
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