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Abstract

We examine whether people’s support for government spending programs depends on the

way the spending is financed. We use a between-subject design in which a spending program

is either financed by (i) issuing debt, (ii) temporarily increasing the income tax rate for all

earners, (iii) temporarily increasing the income tax rate for the top ten percent of earners

or (iv) temporarily introducing a wealth tax for the ten percent of households with the

highest wealth. In this document, we outline our plan for analysis of the data, including the

main specifications of interest, the dimensions of heterogeneity, and corrections for multiple

hypothesis testing.
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1 Motivation

We run a vignette experiment to test whether people’s support of different types of spending

programs depends on the way the spending is financed. We ask people for their support of

eight different spending programs. We examine five spending programs which directly increase

public investments and three unconditional cash transfer programs aimed at indirectly increasing

private consumption.

We vary the mode of financing across subjects to examine how sensitive people’s support for

spending programs is to the mode of financing. We use a between-subject design in which the

spending program is either financed by (i) issuing debt, (ii) temporarily increasing the income

tax rate for all earners, (iii) temporarily increasing the income tax rate for the top ten percent of

earners or (iv) temporarily introducing a wealth tax for the ten percent of households with the

highest wealth. We thereby test the notion of “debt illusion”, i.e. people’s tendency to perceive

the costs of government spending programs more accurately if they are tax-financed rather than

debt-financed.

2 Experimental Design

First, we define several economic concepts to our respondents, such as different government

spending categories, government debt, and different types of taxes.

Then, we ask for people’s hypothetical support for temporary increases by ten percent in the

following types of government spending1:

• Investments in Defense and National Security

• Investments in Public Infrastructure

• Investments in Schooling and Higher Education

• Investments in Health

• Investments in Environment

Next, we ask for people’s support for different on-time unconditional cash transfer programs:
1We present the spending programs in two blocks. In block 1 we present the investment spending programs.

In block 2 we present the spending programs aimed at increasing consumption. Within blacks we randomize the
order of the different spending programs.

1



• A one-time unconditional cash transfer program of $500 for every U.S. household

• A one-time unconditional cash transfer program of $500 for each of the 50 percent of U.S.

households with the lowest income

• A one-time unconditional cash transfer program of $500 for each of the 10 percent of U.S.

households with the lowest income

We randomly assign people to one of the following ways through which the different spending

programs would be financed:

• Temporary increases in income tax rates for all earners

• Temporary increases in the income tax rate for the top ten percent of earners

• Issuing government debt

• Temporarily introducing a wealth tax for the ten percent of households with the highest

wealth

For example, people receive the following “vignettes” for spending increases on Investments in

Defense and National Security:

• Imagine the US government plans to temporarily increase government spending on Invest-

ments in Defense and National Security by ten percent for one year. The government

plans to fully finance this additional spending by equally increasing the income tax rate

for all earners temporarily for one year. Are you in favor of the introduction of this

spending program?

• Imagine the US government plans to temporarily increase government spending on Invest-

ments in Defense and National Security by ten percent for one year. The government

plans to fully finance this additional spending by equally increasing the income tax rate

for the top 10 percent of earners temporarily for one year. Are you in favor of the

introduction of this spending program?

• Imagine the US government plans to temporarily increase government spending on Invest-

ments in Defense and National Security by ten percent for one year. The government

plans to fully finance this additional spending by issuing government debt. Are you in

favor of the introduction of this spending program?
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• Imagine the US government plans to temporarily increase government spending on Invest-

ments in Defense and National Security by ten percent for one year. The government

plans to fully finance this additional spending by introducing a wealth tax for the 10

percent of households with the highest wealth temporarily for one year. Are you in

favor of the introduction of this spending program?

The detailed instructions for each of the several spending categories and for each type of financing

can be found in Appendix A of this document.

3 Setting and Sample Size

We will run this experiment on Amazon Mechanical Turk, an online platform which is widely

used to conduct experiments. We will only recruit participants who currently live in the United

States. Moreover, workers must have completed at least 500 tasks, and they must have an overall

rating of more than 95 percent. For the main experiment, we plan to recruit 1600 participants,

with 400 participants per treatment arm. We will exclude participants who participated in any

of our previous experiments on beliefs about government debt.

3.1 Power calculation

To have 80 percent power to detect an effect size of one-fifth of a standard deviation at a 5

percent significance level, we need 400 subjects in each treatment cell, or 1600 subjects in total.

For the main experiment, we therefore plan to recruit 1600 participants. It is worth noting that

in our main specification we will include control variables which will increase our effective power.

If our controls explain 15 percent of the variation, we will have a power of 80 percent to detect

effect sizes of approximately .16 of a standard deviation.

4 Analysis

4.1 Baseline Balance

We will test for baseline balance for the following variables:

• Gender.

• Age.
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• log income (income is the midpoint of the interval specified by the respondent).

• Number of children (top-coded at five).

• Employment status (dummies for unemployed, part-time employed, employed full-time,

retired, student, and other employment status).

• Education (dummy for person with at least bachelor degree).

• Political orientation (one dummy taking value one for Republicans and zero otherwise and

one dummy taking value one for Independents and zero otherwise).

• Trust in official US statistics (measured on a 5-point scale).

We will regress each of these variables on three treatment indicators to see if there are imbalances.

In the table we will report the p-value of the joint test of all three treatment indicators being

jointly significant.

4.2 Main Specifications

First, we simply compare people’s support for spending increases in different spending categories

across the different treatment arms. We regress our outcome variables yi on a treatment indicator,

WealthTaxi, which takes the value one for people who receive the “wealth-tax”-treatment, and

the value zero for all the other participants, IncTaxTop10i , which takes the value one for people

who are asked whether they support the investment program if it is financed by income tax rate

increases for the top ten percent of earners and zero otherwise, and IncTaxAlli, which takes value

one for respondents who are asked whether they support the investment program if it is financed

by income tax rate increases for all earners and zero otherwise.

yi = π0 + π1IncTaxAlli + π2IncTaxTop10i + π3WealthTaxi + ΠTXi + orderi + εi

where Xi is a vector of control variables, including all of the variables we use in the baseline

balance check, orderi are order fixed effects which account for the order in which the different

spending categories are presented and εi is an individual-specific error term.2

The coefficients π1, π2 and π3 provide us with an estimate of people’s support for different

spending programs when they are financed by (i) income tax increases for all earners, (ii) income
2We report robust standard errors for all estimations.
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tax increases for the top ten percent of earners or (iii) wealth tax increases. These coefficients

are relative to people’s support for the spending programs if they are financed by issuing debt.

4.3 Multiple Hypothesis Adjustment

We have one family of outcomes which is comprised of people’s support for increasing spending

on the eight different spending categories. To deal with the issue of multiple hypotheses testing,

we adopt two strategies.

4.3.1 Use of Indices

We create an index for our main family of outcomes. We use the method described in Anderson

(2008) to create the index. We normalize these variables, using the mean and standard deviation

in the control group. Then, we calculate the covariances between the variables that are part of

the same family of outcomes and use the inverse of the covariance matrix in order to weight the

outcomes. For more details see Anderson (2008).

4.3.2 Accounting for the False Discovery Rate

The second method uses the “sharpened q-value approach” (Anderson, 2008; Benjamini et al.,

2006). We use the same family of outcomes as the one used above. Within our family of outcomes,

we control for a false discovery rate of 5 percent, i.e. the expected proportion of rejections that

are type I errors (Anderson, 2008).

4.4 Coding of background questions

When the background questions are used as controls in the regression, they will be coded as

follows:

• Gender will be coded as a dummy.

• Age will be coded continuously.

• Number of children will be top-coded at five.

• Household income will be coded as the log of the midpoint of the interval specified by the

respondent.
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• Education will be coded as a dummy for whether the respondent has at least a two-year

college degree.

• Employment status will be coded as one dummy for each category (unemployed, part-time

employed, employed full-time, retired, student, and other employment status).

• Party affiliation will be coded as a dummy equal to one if the respondent considers himself a

Republican and zero otherwise and an additional dummy taking value one for Independents

and zero otherwise.

• People’s trust in official statistics will be coded continuously using a 5-point scale.
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