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Abstract

This paper proposes that people derive utility not only from goods or their attributes
as in standard models, but also from their self-image as influenced by their own
perception of their preferences. In a representative survey, most respondents
considered their own concern for status when purchasing a car to be minor in
comparison with the status concerns of others. Similarly, most individuals considered
themselves to be more environmentally concerned than other people. These results are
consistent with an extension of the conventional theory where an individual’s self-

image is added as an argument in the utility function.
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1. Introduction

Do you know your own preferences perfectly? To some economists such a question
may seem odd. How else can we make choices? To psychologists, on the other hand,
the question is generally seen as both meaningful and adequate, and they often
conclude that we do not know our own preferences perfectly. Slovic (1995), for
example, argues that we only know our preferences for a few well-known goods and
that we must consequently construct our preferences for other goods when needed.
Correct or not, after a moment of reflection, most probably agree that with our limited
cognitive ability we are not even able to explain our complete preferences to
ourselves. From a scientific point of view, however, a more important issue is whether
the deviation between our preferences on the one hand and our perception of our
preferences on the other is purely stochastic, or whether there are systematic elements
that can be explained. Investigation of this issue is the primary aim of the current
paper.

In doing so, a simple model is developed which attempts to explain possible
differences between perceived and actual preferences. The most crucial assumption in
the model is that people derive utility from having a good self-image, or identity, and
that they therefore behave and interpret reality so as to maintain or improve such an
image. This model is then tested by utilizing an anonymous survey where a
representative sample of Swedes were asked how much a variety of characteristics,
including status value and environmental performance, would matter when they
themselves, as well as others, are about to buy a car.

Most people want to give a good impression and be perceived as complying

with various social norms in order to gain social approval and esteem. Hence, we have




a personal interest in pretending to behave ‘better’, or more in accordance with
(possibly local) existing social norms, than we actually do; we may for example
exaggerate our social responsibility, or modify our musical taste, in the presence of
others. Kuran (1995) discusses such “preference falsification” to obtain social
acceptance in depth, and presents overwhelming evidence that preference
falsifications are important for much of human behaviour. This is therefore taken as a
point of departure in the present paper. For example, if it is considered politically
correct to be concerned about the environment, then people have an incentive to
overstate their own concern when communicating with others. A possible
consequence of this is that people may believe that others are more environmentally
concerned than they actually are.

However, in addition to social norms (see e.g. Elster 1989 and Young 1998 for
overviews), which we try to fulfil through modified self-presentation in order to
obtain social acceptance, there are also personal norms, which we try to comply with
even when our behaviour is not observable by others (see e.g. Aaron 1994, Kuran
1998a). One reason for this is that we like to improve or maintain a positive self-
image. In this paper we focus largely on self-image effects obtained from our own
perception of our preferences, which are analyzed through an anonymous survey.

Brekke et al. (2002) propose a model where people contribute to public goods
in order to improve their self-image. The model was backed-up by Norwegian survey-
evidence regarding people’s motivation for re-cycling: As many as 73% agreed that
one of their reasons was that they would like to see themselves as responsible people.
Otherwise direct empirical evidence is rather scarce. But while still uncommon in

economics," it is considered almost self-evident in social psychology that people care

! There is a small but rapidly growing economics literature on economics and self-image (or identity),



about their self-image (e.g. Baumeister, 1998), and that they interpret reality,
including their own characteristics, in order to maintain or improve their self-image.
Hence, the standard view in social psychology nowadays (as opposed to some
decades ago) is not that people have an unbiased view of themselves, but rather that
they engage, unconsciously or subconsciously, in a degree of self-deception (Taylor
and Brown, 1994).?

Presumably, being motivated largely by status concerns is perceived to be an
unfavorable trait of character by many. This may imply that self-reported concerns for
status would be systematically biased downwards. Similarly, self-reported concern for
attributes signaling social responsibility, such as environmental friendliness, might be
biased upwards. To test whether self-deception to improve their self-image plays a
role, as suggested by social psychologists, we asked the respondents to say how they
thought that others (identified either as others in their neighborhood or as the average
Swede) would, on average, value the same characteristics when buying a car. If self-
deception does play a role, we would expect people to respond that they themselves
are less concerned with status and more concerned about the environment than most

people. We also asked the same questions to a sample of car dealers to obtain more

including Loewenstein (1999), Akerlof and Kranton (2000, 2002), Brekke and Howarth (2000),

Koszegi (2001), Benabou and Tirole (2002, 2003), and Johansson-Stenman and Svedsater (2003).

2 Although some people have unrealistically negative images of themselves as well, there is much
empirical evidence that the general picture is the opposite. This does not prevent people from
handicapping themselves or behaving self-destructively, however. Consider a student facing a hard
exam tomorrow. He doubts that he will pass it, even if he studies hard. If he parties all night his
chances will of course be further reduced. However, if he does he can blame the bad exam results on
partying. If he instead studies hard, and fails, he may doubt his own intellectual ability, which is much

Worse.



unbiased responses, since part of their success as dealers depends on their ability to
judge what characteristics people really care about when they are purchasing a car.
Similar biases, but possibly to a lesser degree, may of course also exist for other
attributes such as motor power and safety.

A secondary aim of this paper is to contribute to the relatively small empirical
literatures on status concern, and environmental concern, respectively. There is a
substantial body of mainly theoretical economics research on consumption and status;
see Frank (1985a, b, 1999), Weiss and Fershtman (1998), Holldnder (2001) and
Brekke and Howarth (2002) for useful overviews. Hirsch (1976), Frank (1985a, b,
1999) and others suggest that some goods are more positional than other goods. In
particular, it has been assumed that visible goods such as houses, cars and jewellery,
and more generally goods that effectively signal a desirable characteristic of the
owner, are more positional than other goods, i.e. that the relative consumption in
comparison with others is more important for these goods. For example, an expensive
good may signal wealth, and indirectly it may also signal a high level of competence
or ability.?

Using revealed-preference consumption data to investigate status concern is
difficult as most goods are comprised of many attributes and the status effect is
typically difficult to disentangle. Kooreman and Haan (2001) showed that people have
a non-negligible willingness to pay for a license plate that signals that the car is newer
than it would be perceived to be with another plate; Chao and Schor (1998) showed

that the price-quality correlation is much weaker for more visible types of cosmetics

® However, in an anti-materialist sub-culture, consumption of certain types of simple and inexpensive
goods may instead generate status, signalling that the individual is concerned with higher values rather

than material ones.



products, indicating a higher status premium; whereas Basmann et al. (1988) found
that US expenditure data divided on different consumer goods are consistent with
Veblen’s (1899) theory of conspicuous consumption. In stated-preference studies,
Solnick and Hemenway (1998) and Alpizar et al. (2002) compared the degree of
positionality for different goods and found, as expected, that more visible goods (such
as cars) tend to be more positional. The current paper contributes to this literature by
showing how different socio-economic variables affect how important status is
perceived to be, for oneself and others, when buying a car.

That many people also care about their own contribution to environmental
degradation is evident from observed consumer choice, and the associated advertising,
where a non-negligible fraction of consumers are willing to pay a premium for goods
that are considered environmentally friendly; see Ewing and Sarigolli (1998),
Brownstone and Train (1999), and Brownstone et al. (2000) for stated-preference
evidence regarding choice of cars.* Furthermore, recycling activities are performed on
a large scale in many countries even when there are no or poor financial incentives to
do so; see e.g. Ackerman (1997) and Brekke et al. (2002). As for status concern, this
paper contributes to the literature by measuring how perceived environmental
concerns vary among different socio-economic groups.

The rest of the paper is organized as follows: Section 2 presents a simple
rational-choice model where self-image is an argument in the utility function, while
Section 3 describes the survey and presents descriptive results. Econometric analysis

is provided in Section 4, followed by conclusions in Section 5.

* For some goods, such as food and hygiene products, part of this may of course be explained by

believed health effects rather than environmental concern.



2. The Model
To formalize the idea that self-image matters, we assume a Lancastarian model where

the utility depends on a vector of attributes a={a,,..,a,} rather than goods per se, and

where the attributes depend on a vector of consumer goods x. In addition, we include
self-image (or identity perception) S as an argument in the utility function which then
takes the following form:

U =u(a,S)=u(a,(x),...,a,(x),S) . (1)
This is quite similar to the formulations in Akerlof and Kranton (2000, 2002) and
Johansson-Stenman and Svedsater (2003). However, Akerlof and Kranton use the
identity concept largely to explain why people behave differently in similar
circumstances, in order to identify why some social categories differentiate
themselves from others, and when different individuals would like to associate with
different categories. For example, while many men derive additional utility from
working in a typical male job, the opposite holds for many women. Here, on the
contrary, the focus is on self-image elements that most, if not all, people share to
different degrees. Presumably, most people’s self-image depends positively on
personal characteristics such as honesty, intelligence, friendliness, social
responsibility and beauty; and negatively on jealousy, shallowness, stinginess,
selfishness and anger. Hence, we derive utility from seeing ourselves as honest,
socially responsible, beautiful etc., as is typically put forward in the modern literature
on cognitive dissonance; see e.g. Akerlof and Dickens (1982), Aronson (1992), and

Rabin (1994).° The perception of the degree to which these personal characteristics

® As discussed in this literature, characteristics such as beauty and social responsibility are subjective.
This means that we can not only modify our perceptions so as to see ourselves as more socially

responsible, we can also modify our perceptions of how a socially responsible person behaves so that



apply to ourselves can, in turn, be affected by the perceptions of which of these goods
attributes we consider to be important. For example, being concerned with the status
conferred by a car may indicate shallowness and jealousy, whereas concern for an
environmentally friendly car may indicate social responsibility. Then we can write a
reduced form of the self-image function as dependent on the perception a of the
attributes that we value. Still, as noted e.g. by Elster (1999, ch. 5) and Benabou and
Tirole (2002), there is a limit to self-deception. Here we will not model that limit as a
restriction, but rather as a part of the overall optimisation; we will simply assume that
people’s self-image also depends on the degree of honesty they have with themselves.
This formulation is similar to the one in Kuran (1987, 1990, 1995), with one
important difference: In Kuran’s model, people feel dishonest because they falsify
their preferences to others. Here people feel dishonest because they bias their
perception of their own preferences away from their ‘actual’ preferences.® For
example, if we never re-cycle our garbage and drive an extremely high-polluting car,
we may feel dishonest to ourselves if we claim to ourselves (e.g. when answering an
anonymous survey) that environmental performance is a very important attribute
when buying a car. Formally we then have:
S =s(a,h(d)) =s(,,....4,,h(d;,...d,)) = S(&;..... &, h(&; —ay|....|d, —a,]) )

where h is a measure of honesty which depends negatively on the vector d of

discrepancies between the perceived and the true attribute importance, a-a; ||

denotes absolute value. Substituting (2) into (1) implies

U =u(a,(x),....a,(x),s(4,....4,,h(& —a,(X)...[a, —a, (X)) . (3)

they are closer to how we typically behave ourselves. For analytic simplicity, we disregard such effects

in the model, however.

® That is, the preferences they would have when disregarding self-image effects.



The individual is assumed to maximize this expression with respect to the
consumption vector x, as well as the perception-of-attribute vector a. However, in a
survey-context the choice of x is clearly given, and will not be affected by the stated
preferences for the importance of different attributes. Hence, maximization of (3) in a

survey context implies the maximization of (2). The first order condition with respect

to &, implies
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Assume that self-image depends negatively on the perceived status concern

a,, and positively on honesty h, which in turn depends negatively on the (absolute

value of the) deviance from the respondent’s true status concern. A straightforward

application of the mean value theorem then gives &, < a,. Hence, a utility-maximizing

person who considers status concern to be a negative attribute will have a negatively
biased perception of their own concern for status, but the degree of bias is limited by
the self-image effects of dishonesty. The same arguments can be made for a positive
bias in the perception of one’s own concerns for the environment.

According to psychologists, such as Gilovich (1991) and Baumeister (1998),
self-deception does not arise from a conscious or deliberate process.” Therefore we do
not assume in our study that people deliberately report dishonestly. Consequently, we
still expect that the status perception of those who are genuinely more concerned with
status to be higher than that of those who are genuinely less concerned. However, it
does not follow that those who are more concerned with status would perceive that

this was the case.

" If it did then it would not work. It does not make sense to say: “I have decided to believe that | am

smarter than | am, because | get increased utility from this belief.”



Status concern typically implies that people not only care about their own
consumption, but also about that of others, and the same might be argued for self-
image effects per se. Maybe, in terms of self-image, it is not only important to be
generous, socially responsible etc., but it is also important to be more generous and
more socially responsible than others. If so, we can instead write the self-image
function as follows

S =s(a,f,h)

S(é., é/ émean ! h) * (5)
where 4,,,, is a vector of the individual’s perception of how much various attributes

matter to others, on average. Hence, the utility is now also a function of the
individual’s perceived concern relative to the average perceived concern of others.
For example, since it is now bad to be more concerned about status than others, it is

not only the absolute level that matters. The first order conditions with respect to 4,

and &, ., imply
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OF, (8 pean)” 0N 0,

I,mean

os  a os oh
-2 (7)

The main implication here, as opposed to above, is that people will not only bias their
status concern downwards, but they will also bias the perception of the status concern
of others upwards. Given that the latter type of bias exists, whose perceptions would
be most affected by such a bias? We can think of two possible effects, both of which
go in the same direction. First, those who do not believe that status concern is such a

bad thing are more likely to be more concerned about status, and answer

10



correspondingly; and if they do not think that concern for status is as bad as others
think they will also have smaller incentives to bias their response concerning the
status perception of others. Indeed, in the case where a person is perfectly neutral
towards status concern, there is no reason to bias either their own status perception or
that of others. Second, (which is possible to formalise based on an extension of the
model above) given a degree of internal honesty, it is also possible that the goodness
norm is affected by your own preferences and behaviour. Obviously, those who are
greatly concerned with status would suffer more from a norm in which status concern
is bad, than those who are completely unaffected by status. Indeed, for the latter, the
norm may even increase utility, since they know that they are much less concerned
than others (which is good). In this case, one can argue that those who are greatly
concerned with status have an incentive to perceive the norm (one can think of a
moderating honesty norm here as well) as being weaker than others perceive it to be;
cf. Ng and Wang (2001). And if this is the case, they have less incentive to bias the
status concern of others. Both of these explanations predict that those who are more
concerned with their own status will exaggerate the concern of others to a lesser
degree. The same arguments, in reverse, can be applied to environmental concern.
These predictions will be tested in the empirical analysis.

Note that actual behaviour, not just stated attitudes, will be affected by self-
image through equation (3). Assume that you like all the attributes of a BMW,
including (of course) the associated status value, but that you do not like to see
yourself as a person who cares much for status. It is possible, then, that this self-image
effect will make you decide not to buy a BMW after all but to buy a VW instead.
However, contrary to statements of attitudes, there is now one more cost element of

self-deception, namely the welfare loss of having a car for which the attributes are
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non-optimal for you (the VW instead of the BMW). Consequently, one would expect

that self-image effects to affect attitudes and perceptions more than actual behaviour.

3. Survey Results

A survey on transport-related issues was mailed to 2500 randomly selected
individuals aged between 18 and 65 years in Sweden during spring 2001; the response
rate was 62%. For the purpose of this paper we focused on the purchase of a privately
owned car, since cars are often considered to be important status symbols, but also
because they may signal environmental awareness (or the absence of it). Furthermore,
car expenses typically constitute a considerable share of the household budget. To
measure the strength of preferences regarding the car’s characteristics, in which we
included safety, environmental friendliness, look, motor power, comfort, space, fuel
consumption and reliability, we used a four level scale taking on the ordinal levels of
very important, fairly important, fairly unimportant and not important at all. We frame
the questions regarding the characteristics of a car both in terms of how they would
value these attributes if they were about to buy a car for themselves as well as how
they believed others would value the same attributes. In addition we also collected
socio-economic characteristics of the respondents and information regarding their
ownership and usage of private cars. Due to incomplete responses mainly on socio-
economic questions, the sample size analysed is 1300 for how they would value these
attributes themselves, and 1288 for how they believed others would value the same

attributes.

3.1 Self-reported attribute importance
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The respondents were first asked how they would value the above-mentioned
attributes if they were about to buy a car for themselves. Table 1 summarises the
preferences for these attributes. In order to simplify comparisons we also cardinalized
the responses by using an ‘importance-index’. The mean is calculated by using the
following values on the levels; very important = 3, fairly important = 2, fairly
unimportant = 1, and completely unimportant = 0.2

>>> Table 1

From the results it appears to follow that status value is by far the least important of
all attributes. Instead, the most important ones are fuel consumption, reliability and
safety. Moreover, people seem to be quite concerned about the environmental
performance as well. From this one might be tempted to conclude that cars, after all,
are not particularly positional, and that people are almost exclusively concerned with
the ‘real’ characteristics of the car instead. However, given the possibility of self-
deception as discussed above, it could also be that the self-reported concerns in Table

1 are systematically biased in accordance with this self-deception.

3.2 Attribute importance for others
To test the hypothesis of biased self-reported perceptions, we asked half of the sample
how much they believed that others in their neighbourhood would value, on average,

the same characteristics. As we see in Table 2, the average concern for status is

® This cardinalization is of course not without problems, and is presented solely to simplify
comparisons. For example, it implicitly assumes that the difference between very important and fairly
important is the same as between fairly unimportant and completely unimportant, which is not at all
obvious. The subsequent econometric analysis, however, is based solely on the ordinal information.
However, even the ordered-probit estimator contains an implicit cardinalization, even though it is not

stated explicitly beforehand; see e.g. Van Praag and Ferrer-i-Carbonell (2003).
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clearly larger here, while concern for the environment and safety are considerably
lower. The other half was asked to judge how the average Swede (“average-
Svensson”) would value these characteristics. Here we see an even larger concern for
status and a lower concern for safety. But which of these cases give the most reliable
description of the concern for status and the environment? On the one hand, one may
argue that the respondents themselves have the most information about their own
preferences, and hence that their expressed preferences are more likely to be reliable.
But while limited information does provide an argument for lower accuracy in the
latter estimates, it does not explain the systematic difference between the cases. The
self-image argument, on the other hand, implies that the individual has “incentives’ to
bias their own concern for status and the environment in the observed directions.

>>> Table 2

3.3 Car-dealers’ perceptions of attribute importance
In order to gain further insights about underlying preferences and possible biases, we
randomly selected a sample of 100 car-dealers in Sweden and conducted a telephone
interview. They were asked questions about how the average Swede would value the
same attributes. Due to incomplete responses, the sample used in the analysis
contained 83 car-dealers and the results of the interviews are reported in Table 3. It is
presumed that car dealers have a more accurate perception of this issue than people in
general, since part of their success as car dealers depends on their ability to judge
what people really care about when buying a car.
>>> Table 3

The results show that car-dealers judged the status-value of a car to be of less

importance than several other attributes. This might be interpreted as a certain degree
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of support for conventional micro-economic theory, where effects of relative
consumption are ignored. However, it appears reasonable that many people derive
utility from driving a safer, more powerful, more beautiful, and even a more
environmentally friendly car than others, even though we may not normally interpret
that as status concern. So, from the results we cannot conclude that the absolute
features of cars are more important than the relative ones.

The results also indicate that car dealers believe that people, on average, care
more about status than they believe, but less about it than they believe others do. This
supports the hypothesis that people’s self-image depends on relative status concern, as
in equation (5), i.e. that it is important not to be more concerned about status than
others. Note that effects of preference falsification, i.e. that people in general
conversations may not admit that they are as concerned about status as they are,
would tend to bias general perceptions of other people’s preferences in the opposite
direction. Since only the net effect is measured, this suggests that the importance of
being less concerned about status than others is even larger than seems to be implied
when comparing Tables 1 and 2.

However, we do not see this pattern with environmental concern. Indeed, car
dealers state that people on average are less concerned with environmental
performance than people, on average, claim. This is perfectly consistent with the
implications of preference falsification discussed above, and if this effect is
sufficiently strong, it may mask existing relative environmental concern. Hence, we
cannot rule out that people may consider it important not only to see themselves as
being environmentally concerned per se, but to see themselves as being more

environmentally concerned than others as well.
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Note that influence of preference falsification here does not mean that
respondents falsify the expressed preferences in the survey; indeed, we assume that
they do not, since the anonymous survey does not provide any obvious incentive to do
so. But people do have incentives to falsify preferences for the environment in their
daily life, if it is politically incorrect not to care about the environment, and the
respondents base their perceptions of other people’s environmental concern partly on
their memory of other people’s previously expressed concerns. Again, only the net
effect is measured, and if it is important to be more concerned about the environment
than others, then effects of preference falsification are even larger than the results
seem to imply.

Why do we find a different pattern for the status concern of others in
comparison with their environmental concern? Possibly, it is considered more
politically incorrect not to care about the environment, on average, than it is to be
concerned about status; whereas in terms of self-image, it might be more important
not to be more concerned about status than others than it is to be more concerned

about the environment.

4. Econometric analysis
Since the empirical analysis focuses on ordered discrete variables, representing self-
reported concerns for different attributes on a four-level scale, an appropriate

econometric approach is to use an ordered probit model. This approach is based on
the idea of a latent unobservable variable, R;", representing, in our case, individuals’
perceived importance for an attribute i with the following structure:

R =0X+¢, (8)
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where & is a vector of parameters to be estimated, X is a vector of explanatory
variables, ¢ is a normally distributed error term with zero mean and constant

variance, and where the reported attribute importance is

R =0 if R <a,
R =1 if <R <a,,
R =2 if a,<R <aj,

R =3 if R >a,
where R; = 0 indicates not important at all increasing to R; = 3 indicating very

important; « is a vector of the cut-off points to be estimated simultaneously.

4.1 Between-sample differences
In order to test whether the observed differences between the samples are statistically
significant, we ran an ordered Probit regression where the reposted concern is
explained by whose concern it is, i.e. their own, their neighbours’ or the average
Swede’s; hence car dealers’ perceptions of the average Swede constitute the base
case. The results are presented in Table 4.
>>> Table 4
The results show that, relative to the perception of car dealers, people’s own self-
reported perception of their preferences differ significantly and positively for
environmental performance and safety, and negatively for look and status, which is
consistent with the theoretical predictions. All remaining differences are statistically
insignificant at 5% level.

Large differences are also observed for the perception of other people’s

preferences for several attributes. In particular we see that the differences between
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status and environmental concern discussed above are highly significant. In addition,
people seem to under-estimate other people’s concern for comfort, space and
reliability, and over-estimate their concern for motor power. A possible reason is that
the former attributes are seen as more ‘rational’ and that people under-estimate others’
concern for them to improve their own relative rationality, which is good for their
self-image, and vice versa for motor power. However, in addition to the self-image
and preference-falsification effects discussed, there are of course other possible
explanations for systematic bias, e.g. based on cognitive limitations as pointed out by

Gilovich (1991).

4.2 Status-value

The results from the regressions for status-value as explained by socio-economic
characteristics are presented in Table 5, divided on self-reported concern and that
reported for others. The signs of the coefficients for personal status concern are
generally expected, or at least reasonable, and support the assumption that on average
people do try to respond honestly and that the imposed bias is not conscious.

>>> Table 5

Individuals who drive a new car (<5 years old), males and citizens of small towns are
significantly more concerned about status, whereas the old and people educated at
university appear to be significantly less concerned. However, this should not be
taken as evidence that women and university educated people are generally less
concerned with status; rather, it indicates that these groups get relatively more status
from the consumption of other goods. For example, having an excessively fancy car
among academics may signal shallowness rather than personal success; cf. Bourdieu

(1984) and Douglas and Isherwood (1996). There are many potential explanations for
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the inter-generational and rural-urban differences found. For example, it is possible
that there is a stronger instrumental benefit from an evolutionary perspective for a
young person to care about status, e.g. since social networks tend to become more
fixed with age. The small-town effect may reflect the fact that for status effects to be
important you must have a number of people with whom you can compare yourself
(and your car), and at the same time those others must not be anonymous strangers to
you (as they might be in bigger cities).

Alternatively, there may be several possible equilibria within each group, and
the obtained differences may simply reflect different equilibria. It is well-known from
the literature on informational and reputational cascades that even small initial
differences may cause large differences in eventual outcome; see e.g. Kuran (1998b)
and Sunstein (2003). However, neither our theoretical model nor our data allow us to
further analyse dynamic effects like these.

Regarding the stated concern for others it was hypothesized that the pattern
would be reversed so that those groups that are more concerned with personal status
would judge the average status concern to be relatively small in comparison with what
other people thought average status concern to be. The pattern is largely in accordance
with this hypothesis; for most significant parameter estimates of personal status
concern we see the opposite sign for the concern of others. For example, drivers of
new exclusive cars and males respond that people in general are less concerned with

status than other people think they are.

4.3 Environmental performance

The results shown in Table 6 indicate that females, old people, and owners of new

cars are significantly more concerned about the environmental performance of the car.
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That females are more environmentally concerned may indicate that they are more
concerned with others than men, which if so is consistent with Eckel and Grossman
(1998), who showed that females typically donate much more than men in so-called
dictator games, and with Johansson-Stenman and Svedsater (2003), who found that
women were willing to contribute more to WWHF-projects than men. That older people
appear to be more concerned with the environment may possibly reflect that social
responsibility is more important for them than for younger people, and it is consistent
with List (2003) who in a number of field experiments found that the strength of
social preferences increases with age, corrected for other variables. Owners of new
cars seem to be more environmentally concerned, which may be explained by the fact
that those who are more concerned will have bought newer cars, since these are
evidently superior in environmental terms. However, it may also partly be explained
by rationalization: if you have bought a new car, and newer cars are better for the
environment, than it may be good for your self-image to believe that the new car was
bought partly because of your environmental concern. The parameter associated with
household income® is significantly negative, suggesting that environmental
performance may not be seen as a luxury, as it is sometimes proposed to be.

>>> Table 6

The parameters associated with other people’s environmental concern are mostly
insignificant, with old and university-educated people as the exceptions. Hence, the
hypothesis derived from concern about relative environmental concern is again

rejected.

° In order to compare income between households, we employ the equivalence scale used by the
National Tax Board (RSV) in Sweden. The scale assigns the first adult the value of 0.95, the following

adults are set at 0.7 and each child at 0.61 units.
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How can we explain the negative parameter for university-education? Given
that we accept that people’s perception of others’ environmental concern is biased
upwards due to preference falsification, from conversations with others prior to the
survey, it is reasonable to believe that some people have a greater ability than others
to reveal the preference falsifications of other people. Since university education is in
part about independent and critical thinking, it is possible that higher levels of
education improve this ability. Admittedly, however, this view of university education

may be too optimistic and there are of course other possible explanations.

5. Discussion and conclusion

The present paper provides survey evidence that people do care about both status
value and environmental performance when they are about to buy a car, and that we
tend to be more concerned with status, and less concerned with the environment, than
we would admit even to ourselves. Even though these findings are all inconsistent
with conventional textbook theory, they are consistent with a simple modification of
the standard theory, where self-image is an element of the utility function, e.g. as in
the model by Akerlof and Kranton (2000, 2002). Hence, people derive utility from
having a good self-image, and this self-image is determined in part by the perception
of one’s own preferences. On average, people consider it bad to be concerned about
status and good to be concerned about the environment. The suggested self-image
model also includes an honesty effect that moderates the perception bias. It is
possible, of course, that the degrees to which status concern is perceived to be a social
ill, and environmental concern a social good, vary culturally. It would therefore be
interesting to see similar studies undertaken in other countries, e.g. in the United

States.

21



We have also found evidence that people’s perceptions of others’ preferences
are biased for two reasons (in opposite directions): i. People want to see themselves as
better than others, implying biased perceptions of others in what is perceived to be a
negative direction, and ii. People are influenced by preference falsification prior to
the survey situation. For example, people will in daily conversation give the
impression that they are much more concerned about the environment than they
actually are. Consequently, people may believe that others are more concerned than
they are, or, more generally, have preferences more in accordance with social norms
than they do.

The systematic biases that occurred in the survey situation have been assumed
to exist due to self-image effects rather than self-presentation effects (through
preference falsification), since the survey was perfectly anonymous. However, it
cannot be ruled out that some respondents did not perceive the survey to be perfectly
anonymous, and that they have perceived that they communicated with someone who
could, at least partly, observe them. If so, parts of what has been interpreted as self-
image effects may in fact be self-presentation effects. We think it is difficult to
construct a set-up in surveys or experiments that completely eliminates either self-
presentation or self-image effects. What could easily be done in future research,
however, is to increase the incentives for preference falsification by making the
survey less anonymous, e.g. through personal interviews, and then compare the results
obtained. The difference would then presumably depend primarily on self-
presentation effects, i.e. preference falsification.

Nevertheless, self-image and self-presentation effects may be difficult to
disentangle at an even more fundamental level. First, a positive self-image may be

instrumental in being perceived positively by others. It is cognitively more demanding
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to present a very different picture of one’s self to others, and it is also more difficult to
uncover liars who believe they are telling the truth; cf. Frank (1988). This is one
reason why a positive self-image may have had (and perhaps has) a large evolutionary
value.”® Second, a positive self-presentation may be instrumental in obtaining a
positive self-image as well. If you succeed in convincing others that you are very
concerned about the environment, others will treat you as a person who is indeed very
concerned about the environment. And such treatment by others will per se affect
your self-image.

The findings here also suggest that one should be careful when interpreting
survey responses in general, since these may be largely influenced by self-image
considerations. Although actual decisions are also affected by such considerations,
they may be exaggerated in a survey context since the ‘cost” of improving your self-
image is then lower than in real decisions.

There is a huge, theoretical as well as empirical, literature discussing different
methods of and problems on how to elicit the general public’s preferences for various
goods. The main conclusion of the current paper is that we have limited knowledge
also about our own preferences, and that, in particular, there are systematic observable
patterns that describe the discrepancy between our preferences on the one hand, and
our perception of our preferences on the other. In the present paper we have for
empirical reasons limited the analysis to a static perspective. Nevertheless, we
encourage future research both on the processes under which identity formation takes
place, and also on how public policy may affect, or more generally interact with, these

processes.

19 Benabou and Tirole (2002) discuss another reason namely that a positively biased self-image may

help people to overcome their myopic self-control problems.
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Table 1: How important are the different characteristics for you?

Very Fairly Fairly Not Importance
important important  unimportant ir|r|1portant at index (0-3)
a
Safety 85% 15% 1% 0% 2.8
Environmental
performance 45% 47% 7% 1% 24
Look 20% 51% 26% 3% 1.9
Motor power 17% 55% 26% 2% 1.9
Status 6% 21% 47% 26% 11
Comfort 47% 49% 4% 0% 2.4
Space 44% 48% 8% 0% 24
Fuel consumption 60% 36% 4% 0% 25
Reliability 79% 20% 1% 0% 2.8

Number of observations: 1300

Table 2: How important are the different characteristics for your neighbours
(average-Swede)?

Very Fairly Fairly Not important Importance
important  important  unimportant at all index (0-3)
Safety 57% 39% 3% 0% 25
(59%) (37%) (3%) (0%) (2.6)
Environmental
performance 21% 54% 22% 3% 1.9
(20%) (52%) (26%) (1%) (1.9
Look 28% 53% 18% 2% 2.1
(34%) (54%) (11%) (1%) (2.2)
Motor power 22% 54% 22% 2% 2.0
(25%) (54%) (21%) (0%) (2.0
Status 23% 41% 30% 6% 18
(30%) (48%) (20%) (2%) (2.1)
Comfort 35% 54% 9% 1% 2.2
(34%) (59%) (6%) (0%) (2.3
Space 31% 57% 11% 1% 2.2
(34%) (58%) (8%) (0%) (2.2)
Fuel consumption 47% 42% 9% 1% 2.4
(56%) (38%) (6%) (0%) (2.5)
Reliability 54% 40% 6% 1% 2.5
(56%) (41%) (3%) (1%) (2.5)

Number of observations: 1288

Table 3: Responses by car dealers to the question: How important are the different
characteristics for the average-Swede?

Very Fairly Fairly Not important Importance
important important ~ unimportant  at all index (0-3)
Safety 54% 37% 7% 1% 2.4
Environmental
performance 5% 43% 45% 7% 15
Look 43% 52% 5% 0% 2.4
Motor power 13% 52% 34% 1% 1.8
Status 11% 45% 43% 1% 1.7
Comfort 49% 49% 1% 0% 25
Space 47% 49% 4% 0% 24
Fuel consumption 61% 30% 8% 0% 25
Reliability 78% 18% 4% 0% 2.7

Number of observations: 83
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Table 4: Ordered Probit estimates for the importance of each attribute with dummy-variables for each sample as explanatory variables; reference
group is car dealers’ perception of the average-Swede’s preferences.

Safety Environmental Look Motor power Status Comfort Space Fuel Reliability
performance consumption
Importance for 0.966** 1.357** -0.783** 0.133 -0.759** -0.127 -0.146 0.015 0.063
you (0.135) (0.125) (0.130) (0.124) (0.121) (0.134) (0.132) (0.136) (0.154)
Importance for 0.136 0.690** -0.527** 0.300* 0.206** -0.472** -0.461** -0.326* -0.637**
your neighbour (0.137) (0.127) (0.133) (0.128) (0.125) (0.138) (0.136) (0.139) (0.156)
Import. for the 0.205 0.661** -0.295* 0.406** 0.512** -0.394** -0.347** -0.065 -0.558**
average Swede | ©0187) 0127) (0133) (0.128)  (0.125) ( (0138) | (0136) (0139) (0.156)
o -2.415 -1.257 -2.629 -1.879 -1.414 -2.889 -2.849 -2.677 -3.019
(0.174) (0.127) (0.137) (0.131) (0.121) (0.162) (0.158) (0.160) (0.181)
a, -1.579 0.016 -1.378 -0.422 -0.161 -1.831 -1.624 -1.608 -2.230
(0.136) (0.120) (0.128) (0.121) (0.118) (0.135) (0.132) (0.135) (0.156)
ay -0.042 1.500 0.078 1.088 0.960 -0.041 0.033 -0.234 -0.725
(0.129) (0.122) (0.126) (0.122) (0.119) (0.130) (0.128) (0.132) (0.149)
Number of observations: 2671
i Statistically different from zero at 1% significance level.
* Statistically different from zero at 5% significance level.
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Table 5: Ordered Probit estimates for own and others” status concern.

Own status concern

Others’ status concern

Owner of a BMW, Mercedes or Porsche 0.178 (0.134) -0.396** (0.135)
Owner of <5 years old car 0.246** (0.064) -0.095 (0.064)
Male 0.197** (0.061) -0.192**(0.062)
Married -0.002(0.072) -0.027 (0.072)
Child 0.124 (0.068) 0.135* (0.068)
Equivalent household income (10,000
SEK/month) 0.088 (0.059) -0.109 (0.060)
University-educated -0.316** (0.091) 0.046 (0.090)
High-school educated 0.052 (0.083) 0.004 (0.083)
Lives in a small town 0.256** (0.086) 0.053 (0.087)
Lives in a medium-sized town 0.089 (0.085) 0.068 (0.085)
Lives in any of the three biggest cities 0.135 (0.086) 0.048 (0.086)
Age -0.015** (0.003) 0.008** (0.003)
_Average-Swede (neighbour as the basecase) ... .. 0316<*(0061)
o, -0.910 (0.167) -1.524 (0.175)
a, 0.411 (0.166) -0.268 (0.169)
Oy 1.394 (0.170) 0.960 (0.170)
Number of observations 1300 1288
fald Statistically different from zero at 1% significance level.
* Statistically different from zero at 5% significance level.

Table 6: Ordered Probit estimates for own and others’ environmental concern.

Own environmental
concern

Others’ environmental
concern

Owner of a BMW, Mercedes or Porsche

Owner of <5 years old car
Male

Married

Child

Equivalent household income (10,000

SEK/month)
University-educated
High-school educated

Lives in a small town

Lives in a medium-sized town

Lives in any of the three biggest cities

Age

Average-Swede (neighbour as the base case)

-0.161 (0.141)
0.238** (0.069)
-0.516** (0.066)
-0.096 (0.077)
-0.062 (0.072)

-0.144* (0.063)
-0.009 (0.097)
-0.051 (0.088)
0.039 (0.091)
0.075 (0.090)
0.078 (0.092)
0.014** (0.003)

0.192 (0.138)
0.021 (0.065)
-0.090 (0.062)
-0.047 (0.073)
0.034 (0.069)

-0.090 (0.062)
-0.238** (0.092)
-0.084 (0.084)
0.046 (0.087)
0.048 (0.086)
0.010 (0.087)
0.008** (0.003)
0.316** (0.061)

a, -2.212 (0.195) -1.524 (0.175)
a, -1.303 (0.177) -0.268 (0.169)
ZF 0.317 (0.175) 0.960 (0.170)
Number of observations 1300 1288

faled Statistically different from zero at 1% significance level.

* Statistically different from zero at 5% significance level.
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