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Lecture 6, 7 and 8: 

Likes, wants and need



Welcome! 

Police Violence Discrimination Fake news

Anti-Asian bias Structural Racism Polarization

“Syndemic” Facebook and the elections Echo chambers







De Gustibus non 

Est Disputandum



Taking Becker and 

Stigler seriously



De Gustibus non 

est disputandum?

Preferences are a part of 

who we are

• They are coherent

• They are stable

Economists should not try 

to understand what lies 

behind them.

Becker and Stigler influential piece

Photo: Courtesy of the University of Chicago Photo: Courtesy of the Nobel Foundation Archive



Giving people some 

credit for their 

coherence is sensible…

Consider a poor man in Morocco who 

says he does not have enough food, 

but has a television

Many people might think that he 

is irrational, that he bought the TV on an 

impulse, and we have to be paternalistic 

and force him to buy food with the money 

we give him.

But he is saying that he really needed 

the television. And now that he had it, 

he would spend the money on food. 

Most social assistance is given 

as food…



And yet, he is correct! 

Give Directly evaluation: when 

poor households get cash 

transfer, a large part of the 

increase in expenditure is spent 

on food

Haushofer and Shapiro, Give Directly evaluation

In addition: IFPRI conducted 

several RCT comparing food, 

vouchers, and Cash

Generally, cash leads to just 

as much expenditure on 

food as food or voucher



But are preferences 

really stable?

Why do people follow other people when 

deciding where to wait for the train? 

People seem to be often 

following what other people do. 

Isn’t that inconsistent with stable 

preferences? 

Well, not necessarily. People 

could have stable preferences, 

and nonetheless follow fads 

Or that the election was stolen? 

Photo: Daniel Foster, “People waiting for a train,” CC BY-NC-SA 2.0, via FlickrPhoto: Brandi Lyon Photography | Shutterstock.com

https://creativecommons.org/licenses/by-nc-sa/2.0/


A simple model of Herd Behavior (Banerjee, 1992)

Suppose people believe 

other people know 

something

• For example the train will 

stop at a particular place

This can lead them to 

follow what they do

Potentially at the cost 

of ignoring their 

own information 

But then the crowd would 

grow bigger

Leading other people 

to ignore their 

own information 

An information cascade 

is born



Informational 

cascades on line

Source: Munchnik et al, 2013 (science)

100k comments submitted to a web 

site were randomly assigned one 

down vote, one up vote, or nothing

The downvote is immediately 

compensated 

The upvote isn’t, and over time 

is amplified

After 5 months, final rating was 25% 

higher for comments that received 

one upvote. 



Social pressure 

can also rationalize 

group behavior

Bisse du valais a trobel

Photo: musee des bisses

Elinor Ostrom described the role 

of social norms in “government-

less” management of common in 

small communities

Such collective enforcement 

of common property, common 

grazing is seen throughout 

the world

And can work better than 

private property to preserve 

the environment



The “Folk theorem”

If two people play this game for one 

round, they will defect 

But if a community plays for a long, 

long time, and agree to cooperate 

and punish those who don’t, they 

can sustain it

This is however fragile: if anyone 

anticipates the arrangement may 

break down, they may start to defect

The community does not tolerate any 

sign of defection…
Source: Sketchplanations.com



The good, the bad and the ugly of community enforcement

Economists have typically emphasized 

the positive aspects of community

• Social insurance: You help others in case 

of need, knowing they will help you if you 

need it. A critical support system in many 

developing countries where there is no 

formal insurance. 

But the power of the community can 

also mean that the power of caste or 

race endures, even if no one really 

cares: it is enough to be scared that 

others will enforce the rule (Cole, 

Mailath and Postelwaithe). 



The Doctor and the Saint

Photo: Public domain, via Wikimedia Commons Photo: Elliott & Fry, Public domain, via Wikimedia Commons



Ambedkar Gandhi

The future of India lies 

within its villages 

A sink of localism, 

a den of ignorance, 

narrow mindedness 

and communalism 



Caste continues 

to profoundly 

affect politics 

Source: Banerjee, Gethin, Piketty

Source: Banerjee Pande

Illustration: Neezabh Toons



Progress ...and persistence

Some Convergence in Caste wages in 

1983: difference when from 35% to 29%  

Explained in particular by Affirmative 

Action (access to education and jobs)

A survey of 565 Villages in 11 Indian 

states found that untouchability was still 

practiced in 85% of villages

• In 47%, Dalits could not from selling 

milk

• In 35% they could not sell in local 

markets

• In 32% they had to use separate 

utensils in restaurant

• In 33% they had no access to irrigation 

for their fields
Illustration: KanglaOnline.com



Racism and bigotry in 

the US



The pandemic put 

racial inequality 

into focus White Black Hispanic/Latino

Rates per 100,000

Covid-19 death rates by age and race



A world of 

discrimination

Eric Garner 2014

Michael Brown 2014

Tamir Rice 2014

Walter Scott 2014

Alton Sterling 2015

Philando Castille 2016

Stephon Clark 2018

Breonna Taylor 2020

George Floyd 2020

Daunte Wright 2021

More White Upward Mobility

Conditional Transition Probabilities for White Children

Source: Chetty R. Hendren, N., Jones, M.R., and Porter, S.R. (2018) “Race and Economic Opportunities in the United 

States: An Intergenerational Perspective”

More Black Downward Mobility

Conditional Transition Probabilities for Black Children

Source: Chetty R. Hendren, N., Jones, M.R., and Porter, S.R. (2018) “Race and Economic Opportunities in the United 

States: An Intergenerational Perspective”

Mean Call-Back Rates by Racial 

Soundingness of Namesa

Incarceration Rates, 1960 and 2010

Inmates per 100,000 U.S. residents

White Drivers Minority Drivers

Driving While Black

Difference–in-Differences Raw Data Plot



The rise in hate crime

Protests in NYC, June 2020. 
Photo: tetiana.photographer | Shutterstock.com

Motivations for hate crime incidents, 2015

Source: FBI/Camila Domonoske/NPR



Anti-immigrant 

sentiment

Nearly half of residents in 

Wyoming (48%), Alabama (47%), 

and West Virginia (47%) believe 

that immigrants pose a threat to 

American culture. 

More than four in ten residents 

living in Kentucky (44%) and 

Arkansas (44%) also believe that 

immigrants represent a threat to 

American culture and values.

Anti-immigrant sentiment seems to have little to do 

with direct economic competition



Yet, migrants are just 

likely to assimilate as 

in the past 

Immigration wave after 

immigration wave, native 

assumed that “this time it is 

different” and this particular 

wave of migrants will 

not assimilate

And yet… they do

Source: Abramitsky et al. 



Coming from the top: 

a new license to 

express bigotry

Researchers asked for donation 

to an anti-immigrant organization

In the public condition, the 

language did not guarantee 

anonymity of results

They reminded respondent either 

that Trump won the county or that 

Clinton won the MSA

Source: Burztyn Egorov

When reminded that Clinton won, respondent 

donate less if they think it will be made public 



Can there be a 

rational explanation? 

Anti-Muslim aggressions grow in India 

when muslim are doing better 

economically: it can be a convenient 

cover for theft

Back to the community: expressing your 

hatred for others may be a way to signal 

your fealty to the group, particularly when 

you need it more (during the Asian 

financial crisis, membership to Koranic 

reading group increased)

And finally… Statistical discrimination. 

If a group behaves differently on average 

then all members of the group are 

punished for being part of it. 



Statistical discrimination 

does exist

Source: Dorleac et al. 

Ban the box reduced Black Male employment

Well intentioned policy to 

prevent employers to 

access criminal history

Led to a steep decline in 

hiring rates for Black men



But it cannot possibly 

be all there is to it…



Stereotype Threat

White students on a math test

• Did worst on the test when they were told 

that the test was designed to test ”why 

Asians tend to outperform on math ability” 

Yet people should have no reason to 

statistically discriminate against 

themselves!! 

Claude Steele and associates

• In the original research, black subjects did as 

well as white on a test when they were told it 

was a “laboratory problem solving task”

• But less well when it was presented as “a test 

to measure your intellectual ability”

Women who are strong students in math 

• Did less well at a hard math test than boys

• But not if they were told “you may have 

heard that women do less well as men at 

math but it is not true for this particular test”



Self-fulfilling 

prophecies

Source: Glover, Pallais, Pariente

Implicit bias can be measured 

via an ”implicit association test” 

(Banaji and associates)

Working at a computer, you 

have to classify items on the left 

or on the right. When you have 

to sort things that ”go together” 

on the same side, you go faster

This helps detect biases you may 

not even be aware of

At a French grocery chain, minority 

workers that were assigned to more biased 

workers did less well. 



Revealing the bias 

can help correcting it

Source: Carlana et al. 

Teachers in Italy who are biased 

against migrants (as revealed by 

IAT) give them lower grade

But revealing the IAT lead all 

teachers (biased and not) to give 

better grades to migrants

The impact of revealing bias to teachers on 

grading of immigrant and native students

Feedback

No Feedback



Why do the chips 

always fall the 

same ways? 

In a Claude Steele experiment, black and 

white student were given some task exercise

• When race was not primed, white and 

black did the same

• When race was primed, black did less well 

In another experiment, the same task was 

presented as a test of “natural athletic ability” 

vs “sports intelligence” Guess what happened? 

The stereotype always end up 

to the disadvantage of the 

black people….

They have to be the product 

of our social experience 

Tiger Woods 

would prove 

them wrong 

Photo: Debby Wong | Shutterstock.com



The social context 

has a way creeping 

back…

Similarly, social norms are not 

arbitrary. 

The norm against “acting 

white” is more likely to be 

selected among kids who are 

otherwise disadvantaged 

Students don’t want to sign up for a SAT 

package and reveal they are “dorks,” 

if this will be made public



Photo: Shutterstock.com

De Gustibus ES 

disputandum!!



Mugs or Pen? The endowment effect

A classic experiment by 

Kahneman and Thaler

Illustration: Slidemodel.com



What is your social 

security number? 

MBA students were first asked 

were asked to whether they 

would want to purchase the 

item at a price equal to the last 

2 digit of their SSN

Then they were asked to bid for 

the items

Those with higher SSN bid higher

And yet the prices they pick are not absurd



Banker’s shame..



Robber’s Cave: 

Social preferences

It is easy to divide

But also to reconcile 

An experiment by Sherif and Sherif



Motivated beliefs

People may pick and chose in the 

evidence around them to pick the 

beliefs that justifies their behavior

Which is why it may be difficult to 

get people to change their opinion 

if you directly attack their beliefs

Roland Benabou and Jean Tirole Since we are so unsure of what we 

like and what we believe, we might 

as well pick them to suit our purpose



Debate and dignity

“deplorable”

Economic anxiety

Anxiety that we will become like 

those they have learnt to demonize 

Indignation about “Cancel Culture”

Impact of loss of economic status 
Wilson’s book spoke to me. I wanted to tell 

him he had described my home perfectly.”

—J.D. Vance

Martinsville, VA

Photo: Steve C. | Creative Commons



The social network



The fact that we can form such strong preferences from 

random association underscores the importance of 

understanding how we make friends and connections

Illustration: Shutterstock.com



Homophily

“Birds of a feather 

flock together”

Mild preference for 

someone who is like 

you (shares your 

language etc.) 

explains why people 

tend to make friend 

with people like them

E.g. in high school, 

Black kids associate 

with Black, white 

with white

The important thing: we are making all these decisions in a decentralized way without 

thinking about the global implication for the network. 



Caste in marriage 

in India

Probability of being considered

Source: Banerjee et al. 

People are willing to give up a lot to marry 

within the same caste 



Segregation and 

echo chambers

Polarization of opinions

Homophily contributes to 

segregation and echo chamber, 

one reason for polarization and 

predictability of positions on 

everything from climate change 

to the COVID-19 vaccine



Congressmen do not 

even use the same 

language any more 

Estate taxes or death taxes

Undocumented workers or illegal aliens

Source: Gentkzow and Shapiro

Partisanship: ease with which an observer 

can predict someone party from the phrase 

they employ

Measured by language, partisanship has indeed 

radically changed over the last 20 years

In 1960, 33% of Democrats and 

Republicans thought than an 

average member of their own party 

was intelligent, versus 27% for 

someone of the other party. In 2008, 

62% of respondents thought that a 

random person of their party was 

intelligent, as against 14% for a 

random person of the other party



Segregation is not 

just on the internet

Source: Gentzkow and Shapiro

Isolation index: share of news 

item with a liberal slant a 

conservative is exposed to, 

and conversely



Radio is bad too…

The impact of radio on 

genocide in Rwanda

Source: David Yaganizawa-Drott



• Facebook was billed as the new “public space” and ended up being a 

place where rumors are made and spread

– 99.91% of peole on Facebook belong to the “giant component”

– The average path length is 4.7 so in principle you could be exposed to everyone

• But.. 

– 84% of conservative followers on twitters are conservative

– 69% of liberal followers are conservative

– Conservative get 93% of their messages from conservative sources

– Liberals get 92% of their messages from liberal sources 

But the internet certainly has not helped



Is there anything 

special about the 

virtual social networks



Internet and the 

production of 

reliable news

64% of the content diffused by 

news sites and media in France 

is pure cut and paste, but the 

source is only mentioned in 8% 

of the cases (Cage et. Al)

Source: Pew research center

Newsroom employment in the United States 

declined 23% between 2008 and 2019

Number of U.S. newsroom employees in the news industries, in thousands



Internet and repetition

Many of the false news that 

make their way to the 

mainstream media have had 

“test runs” on the internet. If 

they are successful, they get 

adopted by politicians, and 

make their way on TV

What is repeated again 

and again acquire a 

measure of credibility

In in the 2016 elections, 115 Pro-Trump fake 

news were shared 31 million times

Share of visits to U.S. news websites by source



Automatic 

customization

Source: Donghee Jo

People who choose their media 

can account for the slant

An experiment in Korea showed 

that people who could choose 

their source updated their position 

more and became less extreme 

But if you are served news 

automatically based on what the 

algorithm thinks you want, you lose 

this critical sense

More learning caused by selective exposure



What can we do?



The importance 

of exposure 

Source: Boisjoly et al. 

US Colleges

OLS regression coefficients and standard errors for 

roommate predictors of behaviors of white students 

two to six year after entering college



Indian schools 

Source: Rao

27 Randomized controlled 

trials on the impact of 

contact on tolerance 

confirms that increasing 

contact between group 

increase tolerance

Poor classmates and incentives 

reduce discrimination



Cricket lessons

Source: Lowe

An experiment in India reminds 

us of the a fundamental fact: 

the type of contact matters.

Adversarial contacts 

make people more likely 

to dislike others. 

This is what makes the affirmative 

action debate so tricky…

Collaborative and adversarial contact have 

opposite effects on demand for cross-caste 

social interaction 



Rearranging the 

deck chairs?



The situation seems 

pretty dire…



But actually people 

can listen….

Since May 2020 we have been working with 

doctors in several projects to record and 

diffuse informational messages on COVID

These simple interventions are remarkably 

effective, for everyone

Willingness to pay for a mask ($)

Control Intervention



Views are less 

polarized on 

economic topics

In 2020 Florida voted clearly for Trump

But also for the minimum wage

In 2018, Utah, Nebraska and Idaho voters all 

voted for an expansion of Obama care, at the 

same time they voted for republicans up and 

down the ballot



Part of the vote for race 

and caste comes from 

indifference

A puppet show and campaign 

in Uttar Pradesh encouraging 

people to vote on “issues” not 

“caste” reduced caste based 

voting by 10%

Photo: Shutterstock.com



To address political 

prejudices, discuss 

policies instead


