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Fair Share? Equality and Equity in American
Attitudes Toward Trade

Ryan Brutger ©® and Brian Rathbun

Abstract American politicians repeatedly and strenuously invoke concerns about
fairness when pitching their trade policies to their constituents, unsurprisingly since
fairness is one of the most fundamental and universal moral concepts. Yet studies to
date on public opinion about trade have not been designed in such a way that they
test whether fairness is important, nor whether the mass public applies fairness standards
impartially. Drawing on findings in social psychology and behavioral economics, we
develop and find evidence for an “asymmetric fairness” argument. In a national
survey of Americans, we find strong evidence that fairness, conceived in terms of equal-
ity, is crucial for understanding support for potential trade deals and support for renego-
tiating existing ones. Americans view as most fair and most preferable outcomes in
which concessions and benefits are equal across countries, especially when those
equal benefits match productivity. However, we find that Americans have an egoistic-
ally biased sense of fairness, responding particularly negatively to any outcome that
leaves the United States relatively worse off—a sense of injustice that does not
extend to the same degree to relative gains for Americans.

Behavioral economists have long made reference to fairness as a crucial factor in
explaining human decisions about economic matters. Fairness is one of the most uni-
versal of moral norms, and it is difficult to imagine that it does not inform the
opinions and judgments of individuals in matters of foreign economic policy.
When American presidents talk about free trade, they are likely to mention the
importance of fairness. But why? If economics is the way by which individuals
increase their material well-being and foreign economic policy is the way by
which governments increase the prosperity of their citizenry, then the standard for
a good or bad trade deal should be whether any trade policy benefits national welfare.

The answer is likely political, imposed by domestic audiences. Finlayson and
Zacher write that “most observers argue that reciprocity is a requirement imposed
on trade negotiators by fundamentally political imperatives. Governments feel
compelled to justify their tariff ‘concessions’ to instinctively mercantilistic domestic
audiences by pointing out that major trading partners have made at least equivalent
‘sacrifices.””! We agree. However, it remains an open question why the mass
public would care about reciprocity, provided that the gains were high enough.
Fairness seems to provide the answer.

1. Finalyson and Zacher 1981, 575.
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In this research, we draw on two of the most prominent behavioral models—
inequity aversion and reciprocal fairness—to build an argument about the trade pre-
ferences of ordinary Americans. We suspect that the public applies the same moral
judgments to economic foreign policy as they do to interpersonal relationships.
Behavioral economic models suggest that rather than making choices that are best
for them in absolute terms, individuals’ preferences are contingent on their relative
share and the behavior of their partners. Both reciprocal fairness and inequity aver-
sion models predict a commitment to the same moral principle: a general preference
for mutual and equal gain with a simultaneous insistence on not being exploited.
Consistent with this, our analysis of national surveys of Americans finds that
people are relatively indifferent to the absolute size of trade concessions made to
the United States, but are quite responsive to the equality of those concessions and
resulting trade balances.

However, Americans’ judgments are not based on an impartial application of the
principle of fairness. Instead, fairness judgements are asymmetric in a partially
self-serving fashion. Building on psychological research, we offer and find support
for an asymmetric fairness argument, which expects that Americans will judge
outcomes in which they come out relatively behind as considerably less fair than
outcomes in which they come out relatively ahead. Just because fairness matters
does not mean it does so in a way that would make a moral philosopher proud.
This fairness bias does have its limits though, in that Americans judge equal
outcomes as considerably fairer than relatively advantageous ones.

In a second survey, we find a similar pattern of results for scenarios in which
respondents are asked to form judgments about whether to renegotiate an existing
trade agreement based on information about the trade balance. Americans are particu-
larly inclined to revisit (and find unfair) deals that leave them relatively behind, but
they view balanced outcomes as fairer than advantageous ones. This commitment to
fairness as equality is robust to the inclusion of another conception of fairness in the
research design—equity, the matching of inputs to outputs. Regardless of whether
foreign workers are more efficient, Americans dislike, and find unfair, trade outcomes
that leave the United States relatively behind. Nevertheless the most fairly judged
outcome of all is a balanced trade flow in which workers are equally productive,
with each side receiving a fair share for their work.

Our study adds to the existing literature in a number of important ways. First, while
it is now well established that Americans make judgments about trade based on socio-
tropic considerations,? we address a void in the literature by designing our studies to
assess how fairness shapes attitudes toward trade. Second, while international rela-
tions scholars have long turned to reciprocity as an important driver of international
cooperation,’ they have been less attentive to reciprocity’s status as a moral norm of
fairness. Behavioral economists conceive of fairness as a “social preference” in which

2. Bechtel and Liesch 2020; Guisinger 2017; Mansfield and Mutz 2009.
3. Bagwell and Staiger 1999; Bechtel, Genovese, and Scheve 2019.
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individuals care not only about the gains to themselves but also to others, and not
always in an altruistic manner. Reciprocity dictates that we punish others for defecting
because they did wrong and reward them for cooperating because they did right. In
international relations, reciprocity is generally thought of as a solely (although mutu-
ally) self-serving norm in which decision makers care about the decisions and out-
comes for others only insofar as they affect themselves. Although the repeated
nature of interactions makes it hard to distinguish between these two theoretical pos-
sibilities, our studies provide initial evidence of the plausibility of the former as an
important supplement to the latter in international relations. Third, while others have
established that fairness matters in international relations,* they have not been attentive
to systematic bias—that is, the asymmetry in fairness judgments and how far it extends.

Behavioral Economics, Social Preferences, and Fairness

Human beings rarely consider any outcome with distributive consequences without
reference to fairness. Concerns about fairness—and its inextricable cousin, reci-
procity—are thought to be so common as to be universal norms> and likely have bio-
logical origins in our evolved psychology. Fairness has been a central concern of
behavioral economists for several decade; they find it to be a powerful predictor of
human behavior.°

There are two prominent models of fairness: inequity aversion and reciprocal fair-
ness. Inequity aversion models show that individuals generally prefer equal divisions
of resources to those that favor them or that leave them behind. “They are altruistic
towards other persons, i.e., they want to increase the other persons’ material payoffs,
if the other persons’ material payoffs are below an equitable benchmark, but they feel
envy, i.e., they want to decrease the other persons’ payoffs, when the payoffs of the
others exceed the equitable [i.e., equal] level.”” Individuals define and prefer fairness
as equal outcomes for all. Lii, Scheve, and Slaughter find evidence for this phenom-
enon in a trade setting, however one that looks at preferences for the distribution of
gains domestically.®

Reciprocal fairness arguments define fairness in terms of reciprocity. As Rabin,
who developed the model, colorfully puts it: “If somebody is being nice to you, fair-
ness dictates that you be nice to him. If somebody is being mean to you, fairness
allows—and vindictiveness dictates—that you be mean to him.” In this model, indi-
viduals condition their behavior on that of others. Fairness tells us how we respond to
the actions of others.

4. Gottfried and Trager 2016; Kertzer and Rathbun 2015.
5. Berg, Dickhaut, and McCabe 1995.

6. Fehr and Fischbacher 2002; Rabin 1998.

7. Fehr and Fischbacher 2002, C3.

8. Lii, Scheve, and Slaughter 2012.

9. Rabin 1993, 1281.
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Both models, despite their differences, are actually capturing commitment to the
same moral principle: a general preference on the part of individuals for mutual and
equal gain with a simultaneous insistence on not being exploited. In the reciprocal fair-
ness model, “whether an action is perceived as kind or hostile depends on the fairness
or unfairness of the consequences and the intention associated with the action. The fair-
ness of the intention, in turn, is determined by the equitability of the payoff distribution,
relative to the set of feasible payoff distributions, caused by the action.”!? In other
words, inequity aversion is built into the model. Inequality is the mean behavior that
is punished through negative reciprocity. Similarly, the findings of ultimatum
games, taken as empirical demonstrations of the inequity aversion model, show that
when others treat us unfairly by offering a division of resources that is unequal, we
refuse them. Again, negative reciprocity is how we punish inequality.

Both reciprocal fairness and inequity aversion are examples of what Fiske calls
“matching”: individuals match the behavior of others (reciprocity) to arrive at a
matching outcome (equality).!! This makes reciprocity and fairness different from
altruism, a “form of unconditional kindness.”!? Most, however, are not so unre-
servedly giving. Instead, Rabin observes, “the same people who are altruistic to
other altruistic people are also motivated to hurt those who hurt them.”!3

International relations scholars have noted the importance of reciprocity for inter-
national cooperation for a long time.!* However, their conception of reciprocity is
different than what prevails in behavioral economics in a crucial respect: it is predi-
cated entirely on self-interested behavior. It is to individuals’ advantage to recipro-
cally cooperate (or reciprocally defect) when they can expect to interact with
others on a repeated basis. Axelrod and Hamilton begin their classic book, The
Evolution of Cooperation, with the central question: “Under what conditions will
cooperation emerge in a world of egoists without central authority?”!> In this
central text, as well as in Keohane’s classic treatment of reciprocity, neither the
concept of fairness nor the word itself is mentioned at all.'®

10. Fehr and Fischbacher 2002, C3.

11. Fiske 1991.

12. Fehr and Fischbacher 2002, C3.

13. Rabin 1993, 1281. However, reciprocal fairness and inequity aversion models do sometimes make
different predictions in that inequity aversion is outcome based while reciprocal fairness is intention based.
In inequity aversion, grounded as it is in loss aversion theories (Fehr and Schmidt 1999, 824), fairness is
determined by the overall outcome (albeit in a comparative fashion in which losses are defined in relative
terms, unlike in prospect theory). In reciprocal fairness, the intentions of others matter. For instance, in ulti-
matum games, receivers are less likely to reject inequitable outcomes if the offer is made by some random
process, as opposed to the other participant, which they would not do if intentions did not matter. From a
reciprocal fairness model, we do not punish others for unequal outcomes unless they are intentionally being
unfair. Blount 1995. However, our research design focuses on the negotiation concessions and outcomes of
trade agreements, as opposed to the intentions of states, so we cannot distinguish between these two dif-
ferent models of fairness.

14. Frank et al. 2018.

15. Axelrod and Hamilton 1981, 3.

16. Keohane 1986.
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As understood in the behavioral economics literature, fairness is a “social prefer-
ence” in which “the person not only cares about the material resources allocated to
her but also cares about the material resources allocated to relevant reference
agents.”!”7 Social preferences can be mean or generous, but they are not indifferent
as is the case in typical models of cooperation in international relations in
which the behavior of others matters only insofar as it affects one’s own payoffs.
Unreciprocated cooperation harms us in absolute terms. Fairness is an inherently rela-
tional concept, however. How we feel about our gains depends on what the other got
or did.'® Behavioral economists distinguish their models from more canonical micro-
economic approaches that assume pure egoism.'® This conception is only recently
finding root in international relations scholarship.?°

Empirically of course, itis very difficult to distinguish between reciprocity driven by
a sense of fairness and pure self-interest, which is one reason why behavioral econo-
mists have taken to the lab. They rely extensively on one-shot interactions in which,
for instance, substantial numbers of individuals cooperate in one-round prisoner
dilemma games with the expectation of reciprocity by others, or punish others for
unequal offers in ultimatum games. This is the case even though there is no chance
of building a reputation that would benefit long-term self-interest in either scenario.

However, to date research on trade preferences has not been set up to gauge the
effect of fairness at all. For instance, Mutz and Kim find that Americans equally
support agreements in which (1) the US gains and the partner country loses and
(2) the US gains and the trading partner also gains, so they conclude that
Americans are primarily interested in egoistic gains for their country rather than
relative gains.?! However, the framework does not allow them to test whether fairness
considerations, a different type of relational standard, might matter. For instance, are
Americans more supportive of a deal that leaves them less well off absolutely but
provides equal gains to both sides than they are of a deal that leaves them better
off absolutely but relatively behind?

Bias and Partiality in Fairness Judgments

Even if there is reason to believe that individuals have a preference for fairness, it is
far from clear whether that sense of fairness is not, at least partially, self-serving. If
fairness is entirely impartial, determined by the outcomes or actions of both parties

17. Fehr and Fischbacher 2002, C2.

18. This evokes the “gains debate” between neorealists and neoliberals about whether state interests are
predominantly relative or absolute in nature, as discussed by Grieco 1988. However, as Powell 1991
demonstrated, relative gains concerns of this kind are ultimately egoistic in origin. Relative gains concerns
are not the expression of a social preference but rather egoism since the gains of others give them the pos-
sibility to do harm to one’s future egoistic ends through the use of coercion.

19. Fehr and Fischbacher 2002; Rabin 1993, 1281.

20. Kertzer and Rathbun 2015.

21. Mutz and Kim 2017.
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rather than one’s own particular position, then individuals, even if they prefer an
egalitarian outcome, will be as disappointed with one that favors themselves as
one that favors others. What is good for the goose is good for the gander. This is
the standard for fairness used in Herrmann, Tetlock, and Diascro’s study on trade
and the strongest effect that fairness might have.?> However, this is not what empir-
ical research suggests will be the case.

Inequity aversion models distinguish between two types of inequality. Individuals
exhibit strong aversion to “disadvantageous inequality,” that is, outcomes that leave
them relatively behind. However, they are more supportive of equality than “advan-
tageous inequality”—outcomes that leave them ahead. In experiments that manipu-
late the gains from allocative games, Loewenstein, Thompson, and Bazerman find
highest support for the equal outcome, which is also judged the fairest.>> However,
peoples’ distaste for outcomes that leave them relatively worse off is much stronger
than their distaste for outcomes that leave them relatively better off. If individuals
applied the rule of fairness impartially, this would not be the case.

Research in social psychology suggests such a self-serving process in determina-
tions of fairness. When placed, for instance, in a hypothetical bargaining setting based
on a real-life court case in which individuals are randomly assigned to plaintiff and
defendant roles and given the same information, participants tend to see their own
side as having a better case, predict the judge will rule in their favor, and regard a
fair outcome as one that tilts in their favor.>* Pinker calls this the “moralization
gap.”?> Even though human beings are moral animals and ethical rules are by
nature supposed to be applied impartially, in fact people apply them unwittingly in
partially (although not entirely) self-serving ways.

We suspect that this same partiality in fairness judgment plays a role in explain-
ing the difference in how individuals judge disadvantageous and advantageous
inequality, something not established in prior research. We call this an “asymmet-
ric” conception of fairness—one that is subjective and particularly sensitive to
slights to oneself, but not so biased as to simply judge fairness after the fact
based on whether one came out ahead. In this conception, individuals are self-
involved but not purely self-interested. They are not blind to fairness, but near-
sighted, better capable of seeing injustices done to themselves than to others. We
suspect that fairness, given its centrality to human life and cooperation, will
inform the attitudes of the general public when it comes to their country’s inter-
action with other countries. In other words, they will prefer fairness to govern inter-
state relations, just as it does their interpersonal relations, and they will demonstrate
the same asymmetry in its application.

22. Herrmann, Tetlock, and Diascro 2001.

23. Loewenstein, Thompson, and Bazerman 1989.

24. Babcock and Loewenstein 1997; Babcock et al. 1995.
25. Pinker 2012, 490.
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Trade Concessions Study

Based on previous work we take as our starting point the general American-centric,
sociotropic quality of American trade preferences, in which the mass public is gen-
erally interested in how the United States fares.?® A number of studies have now
established that trade attitudes cannot be reduced to just personal pocketbook consid-
erations. Rather, Americans seem to judge trade agreements by how they affect the
United States as a whole and ingroup/outgroup dynamics play a considerable
role.2” Nevertheless, fairness has been left out of these studies. We start from the
premise that in the population as a whole, Americans think about what is fair in
view of what is fair to the United States. And they do so in the same way that they
approach fairness in their interactions with others, that is, asymmetrically.

To evaluate the significance and conception of fairness with regard to international
trade, we introduce two survey experiments meant to capture the importance that the
American public places on fairness when thinking about trade. We use survey experi-
ments to test our theory since they allow us to isolate the causal effect of key com-
ponents of our theory and evaluate what aspects of international trade agreements
alter perceptions of fairness and support. The surveys were fielded with Survey
Sampling International (SSI) in the fall of 2017 on a sample of Americans that is
broadly representative based on demographics such as age, education, income, and
gender (see appendix for recruitment information and sample characteristics).?®
The studies were fielded as part of an omnibus panel study conducted in late 2017,
with 3,136 respondents completing our first experiment and 3,201 completing our
second experiment.

Our first study tests how changes in the concessions made by each party to a trade
negotiation affect perceptions of fairness and support for the trade agreement.
Unequal tariff rates are key complaints in the campaign against unfair trade, and
thus we vary the tariff concessions made by the US and another country. We ran-
domly varied the concessions each side made, such that each side could make a
30 percent, 60 percent, or 90 percent cut to their tariffs, resulting in nine treatment
combinations.?”

26. Mansfield and Mutz 2009.

27. Mutz and Kim 2017.

28. For a sample of published political science studies using SSI, please see Berinsky, Margolis, and
Sances 2014; Brutger and Kertzer 2018; and Kertzer and Brutger 2016.

29. We recognize that using tariff concessions has two primary limitations. The first is that some respon-
dents may struggle to interpret percentages, which would bias against finding a result, making this a rela-
tively hard test for our theory. The second is that the scenario does not provide tariff baselines, which we
find is generally consistent with how leaders discuss tariff cuts, but nonetheless may limit respondents’
ability to evaluate the relative fairness of the concessions. We address both of these concerns in our
second study, which has the advantage of presenting the relative relationship in terms of trade balances,
as opposed to percentages of tariff cuts, which is perhaps more easily understood by respondents and
avoids any complications of what the initial baseline of the tariffs might have been.
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The text of the first experiment is as follows:

The US is considering negotiating a trade agreement with one of its trading part-
ners. The trade agreement will decrease the average tariffs—that is, the tax
charged by the American government on foreign goods entering the United
States—by [30, 60, or 90] percent. In return the trade partner will decrease
their tariffs on imports from the US by [30, 60, or 90] percent.

After reading about the trade agreement, participants were then asked whether they
would support or oppose the agreement, with responses ranging from “strongly
support” to “strongly oppose” on a five-point scale. Respondents were also asked
to consider how fair they thought the trade agreement was, with responses ranging
from “very unfair” to “very fair” on a five-point scale.

For our hypotheses, we group these nine treatments into three broad categories based
on whether the tariff concessions are equal, favorable, or unfavorable. The equal cat-
egory comprises those in which parties make the same concessions, whereas in the
favorable treatment the other country makes a larger concession than the US, and in
the unfavorable treatment the US makes a larger concession than the other
country.3? This means that the equal category of treatments includes equal concessions
0f30/30, 60/60, and 90/90 by both sides. The favorable category of treatments includes
concessions of 30/60, 60/90, and 30/90, where the first number is the percent tariff cut
by the US and the second is the percent cut by the other country, and the unfavorable
category of treatments is the inverse of the favorable treatment.3!

A simple sociotropically egoistic account of trade preferences would expect that
support for trade agreements would generally rise and fall based on the country’s
gains.

H1: Support for trade deals will be a function of absolute gains for the United States.

In contrast, our asymmetric fairness argument has two primary expectations. First,
Americans will judge trade outcomes with a relational standard, disliking disadvan-
tageous inequality when it comes to trade outcomes but not favoring advantageous
inequality to the same degree. In other words, they are more concerned with
falling behind than coming out ahead. If they apply the same metric as they do inter-
personally in other studies, they might even favor equal outcomes over favorable
ones. Second, their conception of what is fair will be asymmetric. Americans will
be more sensitive to the unfairness of outcomes that leave them behind than those
that are disadvantageous to others.

30. We recognize that from an economic perspective where trade liberalization can create gains from
trade, asymmetric reductions in tariffs may not necessarily be economically favorable or unfavorable,
however, we use these terms since they are consistent with the political rhetoric surrounding the issue.

31. In the appendix, we conduct balance tests that demonstrate our random assignment achieved a well-
balanced study across treatment conditions.
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H2: Americans will be least supportive of outcomes that leave the United States rela-
tively behind, regardless of absolute gains, and the difference in support between
equal and unfavorable conditions will be greater than that between favorable and
equal conditions.

H3: Trade deals in which the United States and another country concede equally will
be judged the most fair, while unfavorable trade deals will be judged as substantially
less fair than favorable ones.

HA4: Fairness will most strongly mediate the difference in support across the unfavor-
able and the equal conditions since Americans will be particularly aggrieved by
injustices done to them.

We first test whether varying the absolute level of concessions alters levels of
support. Figure 1 arrays the various treatments by absolute gains in terms of conces-
sions made to the US from smallest to largest. If absolute gains drive American pre-
ferences, then we should see a monotonic increase as we move from left to right,
marked by a series of steps. However, no such trend is evident.

0.8

0.4
1

0.0
I
.~

Average Support Score
02

o
T
30-30 30-60 30-90 60-30 60-60 60-90 90-30 90-60 90-90
Notes: Figure displays the average support score by treatment type, measured from -2 to 2, with
95 percent confidence intervals. Higher values represent greater levels of support for the trade
agreement.The treatments are arranged from smallest to largest tariff reductions from left to
right, where the first number is the percent tariff cut by the US and the second is the percent cut
by the other country.

FIGURE 1. Support for agreement by treatment


https://doi.org/10.1017/S0020818321000084

https://doi.org/10.1017/50020818321000084 Published online by Cambridge University Press

Fair Share? Equality and Equity in American Attitudes Toward Trade 889

® Fairness
o Support

2 +¢ $

0.8

0.4
|

0.0

Average Fairness
& Support Scores
0.2

-0.2
I
——

-0.4

Equal Unfavorable Favorable

Notes: Figure displays the average fairness and support scores by treatment type, measured from
-2 to 2, with 95 percent confidence intervals. Higher values represent greater levels of fairness and
support for the trade agreement.

FIGURE 2. Perceived fairness by treatment

What becomes clear, in contrast, is the importance of relative concessions.
Comparing support for the equal, favorable, and unfavorable categories of treatments,
grouped together in Figure 2, we see that Americans are equally content with equally
balanced agreements and favorable ones. Fifty-one percent of the respondents
support the equal agreement and the difference between the percent of respondents
supporting the equal and favorable agreements is statistically insignificant (1
percent difference, p=0.47),32 showing that the public is equally willing to
support an agreement where the concessions are equal or favorable to the US.33
Furthermore, we find that as long as things are balanced or favorable, Americans
are content and indifferent to gaining relatively more. As panel (b) shows in
Figure 3, which regroups the nine conditions into our three broader categories,
support does not increase as relative gains increase.*

However, we find that support for the unfavorable trade deals is at least twenty per-
centage points lower than support for the favorable agreements and the equal agree-
ments (p <0.01), consistent with our expectations. Panel (c) of Figure 3 shows that
the least favored outcome is the one in which the ratio of concessions is most
skewed toward the other’s advantage (90/30). Americans, like human beings in
general, are particularly sensitive to injustices done to them.

32. In this context, we count people as supporting the agreement if they “somewhat” or “very strongly”
supported it.

33. Comparing the overall support score, the difference between the equal and favorable treatments is
also insignificant (—0.04, p =0.32).

34. The difference in panel (b) that comes closest to being significant is between the 60/90 and 30/60, but
it is only 0.07 (p =0.34).
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(a) Equal Treatments (b) Favorable Treatments
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(c) Unfavorable Treatments
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Notes: Figure displays the average fairness and support scores by treatment type, measured from
-2 to 2, with 95 percent confidence intervals. Higher values represent greater levels of fairness and
support. In panel (a) none of the differences in fairness or support approach statistical significance.
In panel (c) the drop in perceived fairness fromthe 60/30 treatment to the 90/30 treatmentis -0.23
(p <0.01) and the drop in the fairness score from 90/60 to 60/30 is 0.12 (p =0.10). None of the
differences among the favorable treatments in panel (b) approach significance. The support
difference between the 30/60 and 60/90 comes closest at 0.11(p =0.13)and the fairness difference
between the 60/90 and 30/60 comes the closest at -0.07 (p =0.34).

FIGURE 3. Support by treatment

Turning to an evaluation of what respondents regard as fair, Figure 2 presents
the average fairness scores across treatments, which shows that the equal deal
is viewed as the fairest, consistent with H3. This indicates that fairness judgments
are not merely a function of interests; they indicate some degree of impartiality
(although this does not translate perfectly into greater support, a point we will explore).

However, our respondents are not entirely impartial in that disadvantageous out-
comes are judged as substantially less fair than advantageous ones. Panel (c) of
Figure 3 shows that respondents view it as especially unfair when they fall furthest
behind in the 90/30 treatment. The drop in perceived fairness from the 60/30 treat-
ment to the 90/30 treatment is -0.23 (p <0.01) and the drop in the fairness score
from 90/60 to 60/30 is -0.12 (p = 0.10), showing that the public believes it is increas-
ingly unfair when they give up more than the other country. This is in contrast to the


https://doi.org/10.1017/S0020818321000084

https://doi.org/10.1017/50020818321000084 Published online by Cambridge University Press

Fair Share? Equality and Equity in American Attitudes Toward Trade 891

stable perceptions of fairness across all favorable trade deals, which are shown in panel
(b) of Figure 3, where there are no significant differences in perceived fairness.?>

(a) Equal vs. Favorable (b) Equal vs. Unfavorable (c) Favorable vs. Unfavorable

| | | +

0.6

. 0.6
_ e—
e
0.6
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|
-
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|
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ACME ADE Total ACME ADE Total ACME ADE Total
Effect Effect Effect

-0.2
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L

Notes: Figure plots the Average Causal Mediation Effects (ACME), the Average Direct Effects (ADE) and Total
Effects from a series of mediation models in which the effect of each treatment on support for the trade agreement is
mediated through perceived fairness of the agreement. Both support for the agreement and fairness of the agreement
are measured on a five-point scale, where higher values represent more support and higher perceived fairness.
Analysis was conducted using the mediation package by Tingley et al. 2014, and includes controls for the following
pretreatment covariates: age, education, income, political party, gender, national attachment, and cooperative
internationalism.

FIGURE 4. Mediation analysis

We now shift to an examination of whether perceptions of fairness, partial as they
are, play an important role in shaping support for trade agreements. To do so we
employ mediation analysis.3® In Figure 4, we display the average causal mediation
effect (ACME) of fairness, average direct effect of the treatment (ADE), and the
total effect on support for the trade agreement. Hypothesis 4 expects that fairness
will most strongly mediate the difference in support between the unfavorable and
equal trade outcomes since Americans are predicted to be most bothered by injustices
done to them. The mediation effect of fairness is responsible for the entire increase in
support for the agreement that results from shifting from an unfavorable to an equal
trade agreement (ACME: 0.51, p <0.01), as panel (b) shows. Americans prefer equal
outcomes over disadvantageous ones because they judge them to be fairer.

In contrast, when shifting from the favorable to the equal trade agreement, the
equal agreement has a negative direct effect on support for the trade agreement,
but the mediated effect of fairness pushes in the opposite direction. Therefore,

35. The difference between favorable treatments that comes closest to being significant is the support
score for 30/60 to 60/90, which is 0.11 (p=0.13).

36. Imai et al. 2011. A discussion of the limitations and assumptions of the mediation analysis is included
in the appendix.
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fairness serves to restrain self-interest to the extent that we end up with roughly
similar levels of support for equal and favorable outcomes. However, this mediated
effect is considerably smaller (about 40 percent) because fairness perceptions are
asymmetric in nature. Respondents are less bothered when Americans come out
ahead than when others do. We see this most clearly when estimating the mediating
effect of fairness on support for favorable versus unfavorable outcomes in panel (c).
Fairness is responsible for about 60 percent of the increase in approval that results
from moving from an unfavorable to a favorable agreement (ACME: 0.33, p<
0.01). This indicates a degree of, but not complete impartiality, exactly what we
would expect.

Readers might be skeptical of these mediation results because perceptions of fair-
ness might be endogenous to support for agreements as a result of consistency
seeking by respondents to feel morally good about whatever choices they make. In
other words, individual biases affect our mediation estimates. However, such bias,
which we admit, actually makes the results that much more striking. If such bias
were driving respondents’ fairness evaluations, we would not observe differences
in mediation patterns across the three comparisons since fairness would always
push in the same direction as the treatments, justifying and therefore equally mediat-
ing whatever respondents prefer. Yet this is not the case at all. Instead, despite the
likely tendency for respondents to find fairer that which they support, we still see sub-
stantially different mediation patterns in comparing support levels among these three
groups of treatments—patterns consistent with our argument.

Skeptics might also wonder whether our results are consistent with an entirely ego-
istic conception of reciprocity with no need for recourse to “social preferences.”
Under this logic, individuals generally prefer fairer, equal outcomes because they
lend themselves to more stable long-term outcomes that benefit both sides. In
other words, fairer is smarter. While we cannot entirely rule out such an account,
which deserves further study, we believe that it is unlikely that it would generate
the same heterogeneous treatment effects and fairness mediation dynamics observed
in our data. However, we are mindful of such concerns, so we also report in the
appendix the effects of an individual-level measure of fairness. We find the equal
treatment has a greater effect on support for trade agreements among those who
define fairness as equality. This heterogenous treatment effect contributes to our con-
clusion that a sense of fairness is an important mediator in explaining support for
objectively fairer outcomes, since this individual-level variable suffers from less pos-
sibility of endogeneity and bias.

Trade Balance Study

Equality, while the most common conception of fairness, is not the only one. Another
is equity, judged in terms of whether outputs reflect inputs. Are we fairly compen-
sated given what we contributed to some collective process? In a business setting,
this is generally reflected in whether an employee’s compensation is commensurate
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with her productivity. Equity concerns explain human beings’ desire to punish free
riding. We do not want to split the pie evenly if it means that those who did not con-
tribute to the cooking get to eat it.>” Most inequity aversion models are in this sense
infelicitously named. They should be called inequality aversion. In traditional ultima-
tum games, equity is irrelevant since neither side contributed anything to the creation
of the pot to allocate.

When it comes to trade, equity and equality conceptions typically converge in the
notions of “fair play” and a “level playing field.” Consider the ideal type of a free
trade area. Both sides completely remove their trade barriers so that all products
are treated equally. The gains from trade will exhibit fairness as equity in that they
accrue to those who produce most efficiently. Complaints about an unfair lack of
access to foreign markets could therefore indicate a concern for both equality and
equity. If the United States has lowered tariffs and this has gone unreciprocated by
others (fairness as equality), American producers will not reap the gains from trade
that they deserve as a function of their hard work (fairness as equity). The same
logic applies to nontariff barriers as well. For instance, subsidies tilt the playing
field (fairness as equality), thereby leading to imbalances in trade that do not
reflect efficient production (fairness as equity).

However, fairness as equality and equity are sometimes in tension. Seen in terms of
equity, one might rightly and justly expect winners or losers in any competitive
endeavor based on different levels of effort. So long as the playing field was
equal, that is fair. However, this might result in asymmetric gains that by a different
benchmark for equality—for instance, gains in jobs or the trade balance—might be
perceived as unfair. In terms of trade, the possibility that equity conceptions of fair-
ness might influence attitudes raises the question: are Americans willing to accept
unequal outcomes in terms of the tangible benefits of trade if they reflect relative
effort, even when the United States comes out relatively behind?

There are reasons to believe that equity will not affect trade attitudes in such an
impartial manner. DeScioli and colleagues randomly assigned survey respondents
into one of two roles: typists who transcribed three paragraphs and checkers who
proofread one of the three paragraphs.3® The typist was then given the choice of div-
iding earnings for the task equally, based on the equality conception of fairness, or
based on equity, in which the typist received 75 percent of the money. Typists typ-
ically judged the equity option as more fair, whereas checkers judged equality to
be fairer. In other words, there is a self-serving aspect in weighing equality against
equity.

Based on our asymmetric fairness argument, we expect that equity will matter to
individuals only when they do not come out behind in relative terms. In other
words, equity cannot compensate for the perceived unfairness of relative losses to
which they are particularly averse. However, individuals might be particularly

37. Adams 1965; Anderson and Patterson 2008; Deutsch 1975.
38. DeScioli et al. 2014.
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supportive of favorable outcomes when Americans are more deserving and of egali-
tarian outcomes when both sides contribute equally to the outcome. As long as
Americans are not relatively disadvantaged, they can evaluate outcomes impartially.

We test the effect of equity using a second study, which we refer to as the
Trade Balance Study. The Trade Balance Study was launched two weeks after the
first, and included an equity manipulation in addition to equality manipulations.
The second study concerns a trade agreement the US was already a party to, where
the agreement led to either an equal, unfavorable, or favorable balance of trade
between the US and the other country. This design also allows us to assess
whether evaluations of fairness are consistent across different aspects of trade agree-
ments, comparing perceptions of tariff concessions from the first study to trade
balances in the second.

In the Trade Balance Study, the randomization of the trade flows was described
such that the “agreement has led to a 2 to 1 trade imbalance favoring the United
States, in which the United States exports twice as much as it imports from the other
country,” or it has led to a “2 to 1 trade imbalance favoring the other country,” or it
has led to “a relative balance in trade between the two countries.” We refer to the
first as “favorable,” the second as “unfavorable,” and the last as “balanced.” In this
manner, the balanced, favorable, and unfavorable treatments are conceptually consist-
ent with those tested in the first study, but are tied to the resulting trade flows between
the countries, as opposed to the concessions made during the negotiations.

We introduce an equity element as well. To test the effect of equity we might have
experimentally manipulated variables such as foreign subsidization of domestic
industries or other nontariff barriers to trade. However, since equity is about the
work put in and the relative output, we instead utilized a more intuitive manipulation,
one based on relative worker productivity.3® The three potential productivity treat-
ments specified that either “American workers are twice as productive as the
workers in the other country,” or “workers in the other country are twice as product-
ive as workers in the United States,” or “workers in both countries are about equally
productive.” Work effort and contribution are central to equity considerations of fair-
ness, and lend themselves naturally to a trade scenario.

While the full treatment conditions for the second study are included in the appen-
dix, an example of the wording of one of the treatment combinations, with a favorable
trade balance and productive American workers is as follows:

The United States is part of a free trade agreement in which the United States and
the other country reduced its tariffs—that is, the tax charged on foreign goods
and services when they cross borders. The agreement has led to a 2 to 1 trade
imbalance favoring the United States in which the United States exports twice
as much as it imports from the other country. Studies show that American
workers are twice as productive as the workers in the other country.

39. We evaluate how respondents interpreted the productivity treatment in the appendix.
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After reading about the trade agreement, the second study then asked respondents
whether they would support renegotiating the agreement. In each case respondents
could select from “strongly support” to “strongly oppose” on a five-point scale.
Respondents were also asked to evaluate their perceived fairness of the trade agree-
ment, as they were in the first study.

o Supp. for Renegotiation
® Fairness

:

0.8

0.4
!

0.2
-e-

Average Fairness
and Renogitiation Scores
-

-0.2

Balanced Unfavorable Favorable

Notes: Figure displays the average fairness and support for renegotiation scores by treatment type,
measured from -2 to 2, with 95 percent confidence intervals. Higher values represent greater levels

of fairness and more support for renegotiating the trade agreement. The renegotiation score
differences are: balanced versus unfavorable 0.09 (p = 0.02), balanced versus favorable 0.07 (p = 0.08),
and favorable versus unfavorable 0.16 (p < 0.01). The differences for all fairness score

comparisons are significant (p < 0.01).

FIGURE 5. Perceived fairness by trade flows

Our expectations for equality are the same as in the previous study, to which we
add an additional expectation in light of the inclusion of equity.

H5: Equitable outcomes in which productivity and relative gains are in line with one
another will be perceived as more fair and generate less support for renegotiation
only if the United States is not running a trade deficit.

We begin our analysis of the Trade Balance Study with an examination of the main
effects of the balanced, favorable, and unfavorable trade flow treatments. This allows
us to assess whether the public’s perceptions of fairness are consistent across the two
studies. Figure 5 displays the average fairness and renegotiation scores for each treat-
ment, showing that trade agreements that result in balanced trade flows are viewed as
significantly fairer than both favorable and unfavorable trade flows. The change in
the fairness score for moving from the unfavorable treatment to the equal treatment
is 0.43 (p <0.01), which corresponds to 13 percent more respondents believing the
agreement is fair (p <0.01). Perceptions of fairness are once again significantly
higher when the trade flows are equally balanced, as opposed to favorable, with
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the fairness score being 0.14 higher in the equal treatment (p <0.01) and 7 percent
more of the respondents believing the trade agreement is fair (p <0.01).

| |

0.4

0.2
I
e
e
e
e

Fairness of Agreement
0.0
|

-0.2
I
e
e
e

—04
Il

Bal. Bal. Bal. Unfav. Unfav. Unfav. Fav. Fav. Fav.
Prod. Unprod. Equal Prod. Unprod Equal Prod. Unprod. Equal

Notes: Figure displays the average fairness score by treatment type, measured from -2 to 2, with
95 percent confidence intervals. Higher values represent greater levels of fairness for the trade
agreement.

FIGURE 6. Fairness of agreement by equity and equality

When it comes to support for renegotiation, which we interpret as dissatisfaction with
the current agreement, there is only a marginal difference in the support score between
the balanced and favorable conditions (0.07, p = 0.08) and the percent change in respond-
ents supporting renegotiation is not significantly different between the two (p =0.21).
Overall the treatment effects on support for renegotiating the agreement are substantively
smaller than in our earlier experiment. The direction of our effects, however, is in keeping
with our asymmetric fairness argument’s expectations. There is a significant change
when moving from the balanced to the unfavorable condition, with 6 percent fewer
respondents supporting renegotiation in the unfavorable condition (p =0.01). This an-
alysis shows that the relative balance of trade shapes support for renegotiating the agree-
ment and that respondents once again have an asymmetric reaction, responding more
strongly to the unfavorable condition than to the favorable condition. Even as we shift
the scenario from one about the distribution of concessions to the distribution of benefits,
Americans use the same standard for evaluating trade agreements.

We next analyze the fairness judgments across all combinations of productivity
and trade flow treatments. The results appear in Figure 6. When considering the
unfavorable balances—shown in the middle of the figure—a lack of American prod-
uctivity cannot compensate for the perceived unfairness of the relative loss. Once
respondents feel as though they are falling behind, they are no longer worried
about equity and appear to focus on only whether they are doing worse than others.
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However, equity considerations are important in the favorable and balanced
outcomes. When we shift back to analyzing equity concerns in the favorable
condition—shown in the right portion of Figure 6—respondents viewed the
equitable condition—where US workers are more productive and there is a favorable
trade flow—as fairer than the inequitable combinations (0.17, p=0.01 and 0.12, p=
0.09). The outcome judged most fair is the one in which the trade flows are equally
balanced and workers are equally productive. When inputs and outputs are commen-
surate, respondents judged it to be significantly fairer than the other two balanced
treatments (0.28, p <0.01 and 0.30, p<0.01), and also the treatment when the
United States is more productive and gains more. Americans find fairest outcomes
that are both equal and equitable, thus maximizing both conceptions of fairness.

Nevertheless, in this experiment, distinctions in the fairness of outcomes based on
equity do not seem to translate into differences in overall levels of support. For
instance, respondents in conditions in which the trade balance is equal are no less
likely to support renegotiation when productivity is equal than when one side is
more efficient.*® This suggests that when it comes to drawing overall conclusions
about trade agreements, fairness as equality is more important than fairness as
equity. When we aggregate fairness scores into three groups of treatments, as we
did in the previous experiment, we find the same pattern of fairness judgments:
equal outcomes are judged the fairest, and advantageous ones are seen as fairer
than disadvantageous.

Conclusion

Our results show that fairness matters for how the mass public in the United States
thinks about trade. In our first study, we find that Americans value equality in inter-
national trade and they prefer balanced trade agreements in which the distribution of
concessions is equal. Not only does the public view such agreements as being fairer
than favorable and unfavorable agreements, but this concern for fairness leads to
increased support for balanced trade agreements. In our second study, we show
that the public is also concerned about equity in trade, when inputs match outputs,
although within limits imposed by their commitment to inequity aversion.
If Americans come out relatively behind, equity does not compensate for the per-
ceived lack of fairness. Only when Americans come out ahead or equal do they
rate fairer outcomes in which the trade balance reflects productivity.

Importantly, fairness judgments do not simply follow the flag, but they are not
entirely impartial either. Americans judge balanced trade deals as more fair than
favorable ones, and they even support many balanced trade outcomes as much or
more than those in which the United States comes out ahead both in relative or abso-
lute terms. Americans are, however, more inclined to see injustices done to them than

40. See appendix for further analysis.
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to others. They consistently rate unfavorable trade deals as the least fair, even if
workers in the United States are not as productive as those in the country doing
better, and they have lower levels of support for these trade deals. Nevertheless,
they significantly prefer trade agreements in which each side gains equally, especially
when the outputs are commensurate with inputs. In this sense, we can say that they
are truly committed to everyone getting a fair share.

This asymmetric evaluation of trade is different than the traditional way in which
international relations scholars handle relative distributions in state interactions—
generally fixated on whether states pursue relative gains. As a whole it does not
appear that the American public prefers relative or absolute gains but they are very
concerned about relative losses. A focus on fairness, lacking in previous scholarship,
brings this story into light and highlights the asymmetric lens through which fairness
is evaluated.

Our results also add further support to a growing body of literature that argues atti-
tudes toward trade are not just about economic interest.*! Although our studies show
that Americans exhibit significant concern for falling behind in trade agreements,
they are also willing to forgo both relative and absolute gains in favor of trade
deals that they believe are fairer. The importance of fairness in shaping attitudes
toward trade helps explain why politicians repeatedly and loudly use fairness as
the rallying cry for trade policies. Although Americans show a strong willingness
to support equal trade agreements, they also react strongly in opposition of unfavor-
able trade deals that they believe are unfair.

Data Availability Statement

Replication files for this research note may be found at <https:/doi.org/10.7910/
DVN/THNBPD>.

Supplementary Material

Supplentary material for this research note is available at <https:/doi.org/10.1017/
S0020818321000084>.
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