COGNITIVE BIASES IN ECONOMIC INEQUALITY

THe PervAsIVE INFLUENCE OF COGNITIVE BIASES ON ECONOMIC INEQUALITY

COGNITIVE BIASES IN ECONOMIC INEQUALITY REPRESENT A COMPLEX INTERPLAY BETWEEN HUMAN PSYCHOLOGY AND SOCIETAL
STRUCTURES, PROFOUNDLY SHAPING OUR PERCEPTIONS, DECISIONS, AND ULTIMATELY, THE DISTRIBUTION OF WEALTH AND
OPPORTUNITY. THESE SYSTEMATIC DEVIATIONS FROM RATIONAL JUDGMENT CAN ENTRENCH EXISTING DISPARITIES, INFLUENCE
POLICY-MAKING, AND EVEN IMPACT INDIVIDUAL BELIEFS ABOUT FAIRNESS AND MERIT. UNDERSTANDING HOW THESE MENTAL
SHORTCUTS AFFECT ECONOMIC OUTCOMES IS CRUCIAL FOR DEVELOPING MORE EQUITABLE SYSTEMS. THIS ARTICLE DELVES INTO
THE MULTIFACETED WAYS COGNITIVE BIASES MANIFEST IN ECONOMIC INEQUALITY , EXAMINING THEIR ROLE IN WEALTH
ACCUMULATION, SOCIAL MOBILITY, PUBLIC PERCEPTION, AND POLICY FORMULATION, OFFERING A COMPREHENSIVE OVERVIEW FOR
ANYONE SEEKING TO COMPREHEND THIS CRITICAL SOCIETAL CHALLENGE.
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CONFIRMATION BIAS AND MAINTAINING THE STATUS QUO
FUNDAMENTAL ATTRIBUTION ERROR AND BLAMING THE POOR
AVAILABILITY HEURISTIC AND PERCEPTIONS OF WEALTH
ANCHORING BIAS AND W/ AGE SETTING

THE BANDWAGON EFFECT AND SocIAL NORMS OF INEQUALITY
OVERCONFIDENCE BIAS AND FINANCIAL Risk-T AKING

Loss AVERSION AND RESISTANCE TO REDISTRIBUTION

COGNITIVE BIASES IN PoLicY-MAKING AND PuBLIC PERCEPTION
MITIGATING COGNITIVE BIASES FOR A MORE EQUITABLE FUTURE

CONFIRMATION BIAS: REINFORCING EXISTING ECONOMIC STRUCTURES

CONFIRMATION BIAS, THE TENDENCY TO SEEK OUT, INTERPRET, AND RECALL INFORMATION THAT CONFIRMS ONE’S PRE-EXISTING
BELIEFS, PLAYS A SIGNIFICANT ROLE IN PERPETUATING ECONOMIC INEQUALITY. INDIVIDUALS OFTEN SELECTIVELY CONSUME NEWS
AND ENGAGE IN DISCUSSIONS THAT ALIGN WITH THEIR CURRENT UNDERSTANDING OF THE ECONOMY, WHETHER THAT
UNDERSTANDING FAVORS A MERITOCRATIC VIEW OF SUCCESS OR A BELIEF IN SYSTEMIC DISADVANTAGES. THIS CAN LEAD TO A
REINFORCEMENT OF EXISTING PARADIGMS, MAKING IT DIFFICULT TO ACKNOWLEDGE OR ADDRESS THE STRUCTURAL FACTORS
CONTRIBUTING TO WEALTH GAPS.

For INSTANCE, SOMEONE WHO BELIEVES THAT WEALTH IS SOLELY A PRODUCT OF HARD WORK AND INDIVIDUAL TALENT MIGHT
DISPROPORTIONATELY FOCUS ON SUCCESS STORIES OF SELF-MADE MILLIONAIRES WHILE OVERLOOKING SYSTEMIC BARRIERS
FACED BY OTHERS. CONVEESELY, THOSE WHO BELIEVE IN ENTRENCHED INEQUALITY MIGHT SEEK OUT NARRATIVES THAT HIGHLIGHT
EXPLOITATION AND SYSTEMIC OPPRESSION, POTENTIALLY DOWNPLAYING THE ROLE OF INDIVIDUAL AGENCY. THIS COGNITIVE
LOOP CAN SOLIDIFY VIEWPOINTS AND CREATE AN INTELLECTUAL ECHO CHAMBER THAT RESISTS EVIDENCE CHALLENGING
ESTABLISHED ECONOMIC HIERARCHIES.

FUNDAMENTAL ATTRIBUTION ERROR: MISATTRIBUTING ECONOMIC OUTCOMES

THE FUNDAMENTAL ATTRIBUTION ERROR IS A PERVASIVE COGNITIVE BIAS WHERE INDIVIDUALS TEND TO OVEREMPHASIZE
DISPOSITIONAL OR PERSONALITY-BASED EXPLANATIONS FOR THE BEHAVIOR OF OTHERS WHILE UNDEREMPHASIZING SITUATIONAL
EXPLANATIONS. IN THE CONTEXT OF ECONOMIC INEQUALITY, THIS OFTEN TRANSLATES TO BLAMING INDIVIDUALS FOR THEIR
FINANCIAL STRUGGLES RATHER THAN CONSIDERING THE BROADER SOCIETAL, STRUCTURAL, OR CIRCUMSTANTIAL FACTORS AT
PLAY. THIS BIAS CAN LEAD TO A LACK OF EMPATHY AND SUPPORT FOR THOSE EXPERIENCING POVERTY OR ECONOMIC HARDSHIP.

W/HEN OBSERVING SOMEONE STRUGGLING FINANCIALLY, PEOPLE EXHIBITING THE FUNDAMENTAL ATTRIBUTION ERROR MIGHT
QUICKLY CONCLUDE THAT THE INDIVIDUAL IS LAZY, MAKES POOR DECISIONS, OR LACKS AMBITION, ATTRIBUTING THEIR
SITUATION TO INHERENT FLAWS. THIS OVERLOOKS CRITICAL ELEMENTS SUCH AS LACK OF ACCESS TO QUALITY EDUCATION,



HEALTHCARE DISPARITIES, DISCRIMINATORY HIRING PRACTICES, INHERITED DISADVANTAGE, OR UNFORESEEN LIFE EVENTS LIKE
ILLNESS OR JOB LOSS. THIS PSYCHOLOGICAL TENDENCY MAKES IT EASIER TO DISMISS THE NEED FOR SYSTEMIC INTERVENTIONS
AND REINFORCES A MERITOCRATIC NARRATIVE THAT MAY NOT ACCURATELY REFLECT REALITY FOR MANY.

AVAILABILITY HEURISTIC: SHAPING PERCEPTIONS OF WEALTH AND POVERTY

THE AVAILABILITY HEURISTIC IS A MENTAL SHORTCUT THAT RELIES ON IMMEDIATE EXAMPLES THAT COME TO A GIVEN PERSON'S
MIND WHEN EVALUATING A SPECIFIC TOPIC, CONCEPT, METHOD, OR DECISION. IN DISCUSSIONS SURROUNDING ECONOMIC
INEQUALITY, THIS BIAS MEANS THAT OUR PERCEPTIONS OF WEALTH AND POVERTY CAN BE HEAVILY INFLUENCED BY VIVID,
EASILY RECALLED INSTANCES RATHER THAN A COMPREHENSIVE UNDERSTANDING OF STATISTICAL DATA. THIS CAN LEAD TO
SKEWED PUBLIC OPINION AND POLICY PREFERENCES.

For EXAMPLE, MEDIA PORTRAYALS OF EXTREME WEALTH OR DESTITUTION, WHILE OFTEN DRAMATIC, ARE NOT NECESSARILY
REPRESENTATIVE OF THE AVERAGE EXPERIENCE OF AFFLUENT OR IMPOVERISHED INDIVIDUALS. THE FREQUENT COVERAGE OF
BILLIONAIRE LIFESTYLES OR SENSATIONALIZED STORIES OF EXTREME POVERTY CAN MAKE THESE SITUATIONS SEEM MORE COMMON
THAN THEY ARE, DISTORTING OUR UNDERSTANDING OF THE ACTUAL INCOME DISTRIBUTION. SIMILARLY, THE AVAILABILITY OF
ANECDOTAL EVIDENCE ABOUT “PEOPLE WHO PULLED THEMSELVES UP BY THEIR BOOTSTRAPS’ CAN OVERSHADOW DATA
DEMONSTRATING THE PERSISTENT CHALLENGES OF INTERGENERATIONAL POVERTY, INFLUENCING BELIEFS ABOUT THE SOLVABILITY
OF ECONOMIC DISPARITIES.

ANCHORING BIAS: INFLUENCING W/ AGE EXPECTATIONS AND NEGOTIATIONS

THE ANCHORING BIAS DESCRIBES THE COMMON HUMAN TENDENCY TO RELY TOO HEAVILY ON THE FIRST PIECE OF INFORMATION
OFFERED (THE ”ANCHOR”) WHEN MAKING DECISIONS. [N THE REALM OF ECONOMICS, THIS BIAS SIGNIFICANTLY IMPACTS WAGE
SETTING, SALARY NEGOTIATIONS, AND EVEN OUR PERCEPTION OF WHAT CONSTITUTES A “EAIR” WAGE. THE INITIAL SALARY
OFFERED FOR A POSITION, OR THE SALARY OF A PREVIOUS ROLE, OFTEN BECOMES AN ANCHOR THAT INFLUENCES SUBSEQUENT
EXPECTATIONS AND NEGOTIATIONS.

THIS CAN CREATE A RIPPLE EFFECT THAT PERPETUATES WAGE GAPS. FOR INSTANCE, IF WOMEN HISTORICALLY HAVE BEEN
OFFERED LOWER STARTING SALARIES IN CERTAIN PROFESSIONS DUE TO OVERT OR UNCONSCIOUS GENDER BIAS, THOSE LOWER
STARTING POINTS BECOME ANCHORS. FUTURE NEGOTIATIONS, EVEN IN THE ABSENCE OF EXPLICIT DISCRIMINATION, MAY BE
IMPLICITLY INFLUENCED BY THESE HISTORICAL ANCHORS, LEADING TO PERSISTENT PAY DISPARITIES. SIMILARLY, THE PERCEIVED
“GOING RATE” FOR CERTAIN JOBS, OFTEN ESTABLISHED BY INITIAL OFFERS, CAN BECOME AN ANCHOR THAT LIMITS UPWARD
MOBILITY FOR INDIVIDUALS SEEKING HIGHER COMPENSATION.

THE BANDWAGON EFFECT: NORMALIZING SOCIETAL INEQUALITY

THE BANDWAGON EFFECT IS A PSYCHOLOGICAL PHENOMENON WHEREBY PEOPLE DO SOMETHING PRIMARILY BECAUSE OTHER
PEOPLE ARE DOING IT, REGARDLESS OF THEIR OWN BELIEFS, IDEAS, OR INTENTIONS. IN THE CONTEXT OF ECONOMIC INEQUALITY,
THIS EFFECT CAN LEAD TO THE NORMALIZATION AND ACCEPTANCE OF EXISTING DISPARITIES AS A SOCIETAL NORM. IF A
SIGNIFICANT PORTION OF THE POPULATION APPEARS TO ACCEPT OR NOT ACTIVELY CHALLENGE ECONOMIC STRATIFICATION,
OTHERS MAY BE MORE INCLINED TO DO THE SAME.

THIS CAN MANIFEST IN SEVERAL WAYS. PUBLIC DISCOURSE MIGHT SHY AWAY FROM ROBUST DISCUSSIONS ABOUT WEALTH
REDISTRIBUTION OR PROGRESSIVE TAXATION IF THE PREVAILING SENTIMENT, INFLUENCED BY THE BANDWAGON EFFECT, IS THAT
THE CURRENT SYSTEM IS ACCEPTABLE OR EVEN DESIRABLE. INDIVIDUALS MAY HESITATE TO ADVOCATE FOR POLICY CHANGES
THAT COULD REDUCE INEQUALITY IF THEY PERCEIVE THAT SUCH CHANGES ARE NOT WIDELY SUPPORTED, FEARING SOCIAL
OSTRACISM OR SIMPLY BELIEVING THEIR EFFORTS WOULD BE FUTILE. THIS COLLECTIVE COMPLACENCY CAN SOLIDIFY THE STATUS
QUO, MAKING IT HARDER TO IMPLEMENT TRANSFORMATIVE SOLUTIONS.



OVERCONFIDENCE BIAS: DRIVING RiskY FINANCIAL DECISIONS

OVERCONFIDENCE BIAS IS A WELL-DOCUMENTED COGNITIVE BIAS CHARACTERIZED BY AN UNWARRANTED BELIEF IN ONE'S OWN
JUDGMENT, ABILITIES, OR KNOWLEDGE. IN ECONOMIC CONTEXTS, THIS CAN LEAD INDIVIDUALS AND INSTITUTIONS TO TAKE ON
EXCESSIVE FINANCIAL RISKS, WHICH CAN HAVE PROFOUND IMPLICATIONS FOR WEALTH ACCUMULATION AND ECONOMIC
STABILITY, PARTICULARLY FOR THOSE ALREADY VULNERABLE.

For EXAMPLE, INVESTORS WHO ARE OVERLY CONFIDENT IN THEIR ABILITY TO PREDICT MARKET MOVEMENTS MIGHT ALLOCATE
DISPROPORTIONATE AMOUNTS OF CAPITAL TO SPECULATIVE VENTURES, LEADING TO SIGNIFICANT LOSSES THAT ERODE THEIR
WEALTH. THIS BIAS CAN ALSO AFFECT BUSINESS LEADERS, LEADING TO OVERLY OPTIMISTIC PROJECTIONS AND INVESTMENT
DECISIONS THAT MAY NOT BE GROUNDED IN REALISTIC ASSESSMENTS OF MARKET CONDITIONS. W/HEN THESE RISKS MATERIALIZE,
PARTICULARLY DURING ECONOMIC DOWNTURNS, THE CONSEQUENCES ARE OFTEN MOST SEVERE FOR INDIVIDUALS AND
COMMUNITIES WITH FEWER FINANCIAL RESOURCES, THUS EXACERBATING EXISTING INEQUALITIES.

Loss AVERSION: RESISTING PoLICIES FOR GREATER ECONOMIC EQUALITY

Loss AVERSION, A CONCEPT FROM PROSPECT THEORY , DESCRIBES THE PSYCHOLOGICAL PHENOMENON \WHERE THE PAIN OF LOSING
SOMETHING IS PSYCHOLOGICALLY ABOUT TWICE AS POWERFUL AS THE PLEASURE OF GAINING SOMETHING. THIS BIAS CAN
SIGNIFICANTLY INFLUENCE PUBLIC OPINION AND POLITICAL WILL REGARDING POLICIES AIMED AT REDUCING ECONOMIC INEQUALITY,
PARTICULARLY THOSE INVOLVING REDISTRIBUTION OF WEALTH OR RESOURCES.

|NDIVIDUALS, ESPECIALLY THOSE WHO PERCEIVE THEMSELVES AS HAVING A SIGNIFICANT STAKE IN THE CURRENT ECONOMIC
SYSTEM, MAY BE MORE RESISTANT TO POLICIES THAT SUGGEST THEY MIGHT “Lose” SOMETHING, EVEN IF THOSE POLICIES
PROMISE BROADER SOCIETAL BENEFITS OR INCREASED EQUITY. FOR EXAMPLE, PROPOSALS FOR HIGHER PROGRESSIVE TAXATION
MIGHT BE MET WITH STRONG OPPOSITION FROM WEALTHIER INDIVIDUALS WHO FOCUS ON THE IMMEDIATE PERCEIVED FINANCIAL
LOSS, RATHER THAN THE POTENTIAL GAINS IN SOCIAL STABILITY, REDUCED CRIME RATES, OR INCREASED ECONOMIC
OPPORTUNITY FOR A LARGER SEGMENT OF THE POPULATION. THIS INHERENT AVERSION TO LOSS CAN CREATE A POWERFUL
PSYCHOLOGICAL BARRIER TO IMPLEMENTING MORE EQUITABLE ECONOMIC STRUCTURES.

CoGNITIVE BIASES IN PoLICY-MAKING AND PuBLIC PERCEPTION

THE INFLUENCE OF COGNITIVE BIASES EXTENDS BEYOND INDIVIDUAL ATTITUDES AND PERMEATES THE VERY FABRIC OF POLICY-
MAKING AND PUBLIC PERCEPTION REGARDING ECONOMIC INEQUALITY. POLICYMAKERS, LIKE ALL INDIVIDUALS, ARE SUSCEPTIBLE TO
THESE MENTAL SHORTCUTS, WHICH CAN INADVERTENTLY SHAPE THE LAWS AND REGULATIONS THAT GOVERN ECONOMIC
ACTIVITY. FURTHERMORE, THE PUBLIC'S UNDERSTANDING OF INEQUALITY IS OFTEN FILTERED THROUGH THESE BIASES, INFLUENCING
THE POLITICAL WILL TO ADDRESS IT.

CONFIRMATION BIAS CAN LEAD POLICYMAKERS TO FAVOR DATA AND EXPERT OPINIONS THAT SUPPORT THEIR PRE-EXISTING
IDEOLOGICAL STANCES ON ECONOMIC ISSUES, WHETHER THOSE STANCES LEAN TOW ARDS FREE-MARKET PRINCIPLES OR SOCIAL
WELFARE PROGRAMS. THE AVAILABILITY HEURISTIC CAN CAUSE THEM TO OVERREACT TO HIGHLY PUBLICIZED INSTANCES OF
ECONOMIC HARDSHIP OR SUCCESS, LEADING TO SHORT-SIGHTED OR POPULIST POLICY SOLUTIONS. THE FUNDAMENTAL
ATTRIBUTION ERROR CAN RESULT IN POLICIES THAT FOCUS ON INDIVIDUAL RESPONSIBILITY RATHER THAN STRUCTURAL
SOLUTIONS, SUCH AS JOB TRAINING PROGRAMS WITHOUT ADDRESSING SYSTEMIC BARRIERS TO EMPLOYMENT.

MOREOVER, MEDIA NARRATIVES, OFTEN DRIVEN BY THE AVAILABILITY HEURISTIC, CAN SHAPE PUBLIC UNDERSTANDING OF
INEQUALITY. SENSATIONALIZED STORIES OF “WELFARE QUEENS” OR “JOB-STEALING IMMIGRANTS” CAN EXPLOIT BIASES TO
FOSTER NEGATIVE PERCEPTIONS OF DISADVANTAGED GROUPS, HINDERING SUPPORT FOR POLICIES THAT COULD ALLEVIATE THEIR
STRUGGLES. CONVERSELY, THE GLORIFICATION OF CERTAIN BUSINESS MOGULS CAN REINFORCE THE IDEA THAT CURRENT LEVELS
OF WEALTH CONCENTRATION ARE A NATURAL AND DESIRABLE OUTCOME. THIS INTERPLAY BETWEEN BIASED INDIVIDUAL
COGNITION AND SYSTEMIC BIASES WITHIN INSTITUTIONS CAN CREATE A POWERFUL INERTIA THAT MAKES ADDRESSING ECONOMIC



INEQUALITY A FORMIDABLE CHALLENGE.

MITIGATING COGNITIVE BIASES FOR A MORE EQUITABLE FUTURE

ADDRESSING THE PERVASIVE INFLUENCE OF COGNITIVE BIASES ON ECONOMIC INEQUALITY REQUIRES A MULTI-PRONGED APPROACH
THAT TARGETS BOTH INDIVIDUAL AWARENESS AND SYSTEMIC INTERVENTIONS. \W/HILE COMPLETELY ELIMINATING THESE DEEPLY
INGRAINED PSYCHOLOGICAL TENDENCIES IS LIKELY IMPOSSIBLE, UNDERSTANDING THEIR IMPACT IS THE FIRST CRITICAL STEP
TOWARD MITIGATING THEIR NEGATIVE CONSEQUENCES AND FOSTERING A MORE EQUITABLE SOCIETY.

EDUCATING INDIVIDUALS ABOUT COMMON COGNITIVE BIASES, SUCH AS CONFIRMATION BIAS, THE FUNDAMENTAL ATTRIBUTION
ERROR, AND THE AVAILABILITY HEURISTIC, CAN EMPOWER THEM TO RECOGNIZE THESE MENTAL SHORTCUTS IN THEIR OWN
THINKING AND IN THE INFORMATION THEY CONSUME. THIS CRITICAL SELF-AWARENESS CAN LEAD TO MORE OBJECTIVE
EVALUATIONS OF ECONOMIC DATA AND A GREATER WILLINGNESS TO CONSIDER ALTERNATIVE PERSPECTIVES AND STRUCTURAL
EXPLANATIONS FOR INEQUALITY. PUBLIC AWARENESS CAMPAIGNS AND ACCESSIBLE EDUCATIONAL RESOURCES CAN PLAY A
VITAL ROLE IN DISSEMINATING THIS KNOWLEDGE.

W/ ITHIN POLICY-MAKING CIRCLES, STRUCTURED DECISION-MAKING PROCESSES CAN HELP COUNTER BIASES. THIS MIGHT INVOLVE
USING “RED TEAMING” EXERCISES TO ACTIVELY CHALLENGE ASSUMPTIONS, MANDATING THE CONSIDERATION OF DIVERSE DATA
SOURCES AND EXPERT OPINIONS, AND IMPLEMENTING REGULAR AUDITS OF POLICY OUTCOMES TO IDENTIFY AND CORRECT
UNINTENDED CONSEQUENCES INFLUENCED BY BIAS. ENCOURAGING DIVERSE REPRESENTATION IN POLICY-MAKING BODIES CAN ALSO
INTRODUCE A \WIDER RANGE OF PERSPECTIVES, POTENTIALLY COUNTERACTING THE GROUPTHINK THAT CAN ARISE FROM SHARED
BIASES.

I:URTHEEMOREI PROMOTING GREATER TRANSPARENCY IN ECONOMIC DATA AND THE PROCESSES THAT GENERATE WEALTH CAN
REDUCE RELIANCE ON THE AVAILABILITY HEURISTIC AND ANECDOTAL EVIDENCE. PRESENTING CLEAR, STATISTICALLY SOUND
INFORMATION ABOUT INCOME DISTRIBUTION, WEALTH CONCENTRATION, AND THE IMPACT OF VARIOUS ECONOMIC POLICIES CAN
HELP GROUND PUBLIC DISCOURSE IN REALITY. I:INALLY, FOSTERING A CULTURE OF EMPATHY AND UNDERSTANDING, BY ACTIVELY
CHALLENGING THE NARRATIVES THAT SUPPORT THE FUNDAMENTAL ATTRIBUTION ERROR AND PROMOTING NARRATIVES THAT
HIGHLIGHT SYSTEMIC CHALLENGES, IS ESSENTIAL FOR BUILDING THE SOCIAL AND POLITICAL WILL NECESSARY TO IMPLEMENT
MEANINGFUL REFORMS AIMED AT REDUCING ECONOMIC INEQUALITY.

FAQ

Q: How DOES CONFIRMATION BIAS CONTRIBUTE TO THE PERSISTENCE OF ECONOMIC
INEQUALITY?

A: CONFIRMATION BIAS LEADS INDIVIDUALS TO SEEK AND INTERPRET INFORMATION THAT SUPPORTS THEIR EXISTING BELIEFS
ABOUT ECONOMIC SYSTEMS. |F SOMEONE BELIEVES IN A PURELY MERITOCRATIC SYSTEM, THEY MAY FOCUS ON SUCCESS STORIES
AND IGNORE EVIDENCE OF SYSTEMIC BARRIERS, THUS REINFORCING THE STATUS QUO AND RESISTING CHANGE.

QI \WHAT IS THE FUNDAMENTAL ATTRIBUTION ERROR , AND HOW DOES IT AFFECT
PERCEPTIONS OF PEOPLE IN POVERTY?

A: THE FUNDAMENTAL ATTRIBUTION ERROR CAUSES PEOPLE TO OVEREMPHASIZE PERSONAL CHARACTERISTICS (LIKE LAZINESS)
AND UNDEREMPHASIZE SITUATIONAL FACTORS (LIKE LACK OF OPPORTUNITY OR DISCRIMINATION) WHEN EXPLAINING OTHERS'
BEHAVIOR. THIS LEADS TO BLAMING INDIVIDUALS FOR THEIR POVERTY RATHER THAN RECOGNIZING SYSTEMIC ISSUES, REDUCING
EMPATHY AND SUPPORT FOR SOCIAL PROGRAMS.



Q: HOW DOES THE AVAILABILITY HEURISTIC INFLUENCE PUBLIC OPINION ON WEALTH AND
POVERTY?

A: THE AVAILABILITY HEURISTIC MAKES VIVID, EASILY RECALLED EXAMPLES MORE INFLUENTIAL THAN STATISTICAL DATA. MEDIA
PORTRAYALS OF EXTREME WEALTH OR POVERTY CAN CREATE A SKEWED PERCEPTION OF REALITY, MAKING THESE OUTLIERS SEEM
MORE COMMON THAN THE AVERAGE, THUS DISTORTING PUBLIC UNDERSTANDING OF ACTUAL INCOME DISTRIBUTION.

Q: IN WHAT WAYS CAN ANCHORING BIAS IMPACT WAGE SETTING AND ECONOMIC
NEGOTIATIONS?

A: ANCHORING BIAS MEANS PEOPLE RELY HEAVILY ON THE FIRST PIECE OF INFORMATION. IN WAGE NEGOTIATIONS, INITIAL SALARY
OFFERS OR PAST SALARIES CAN BECOME ANCHORS, INFLUENCING FUTURE EXPECTATIONS AND POTENTIALLY PERPETUATING
LOWER PAY FOR CERTAIN GROUPS IF HISTORICAL DISPARITIES EXISTED.

QI How DOES THE BANDWAGON EFFECT CONTRIBUTE TO THE NORMALIZATION OF
ECONOMIC INEQUALITY?

A: THE BANDWAGON EFFECT CAUSES PEOPLE TO ADOPT BEHAVIORS OR BELIEFS BECAUSE OTHERS ARE DOING SO. |F SOCIETAL
INEQUALITY IS PERCEIVED AS WIDELY ACCEPTED OR NOT ACTIVELY CHALLENGED BY THE MAJORITY, INDIVIDUALS MAY BE LESS
LIKELY TO QUESTION IT OR ADVOCATE FOR CHANGE, THUS NORMALIZING THE EXISTING DISPARITIES.

QI \WHAT IS LOSS AVERSION , AND WHY DOES IT MAKE PEOPLE RESISTANT TO POLICIES
AIMED AT REDUCING INEQUALITY?

A:LOSS AVERSION IS THE TENDENCY FOR THE PAIN OF LOSING SOMETHING TO BE PSYCHOLOGICALLY GREATER THAN THE
PLEASURE OF GAINING SOMETHING EQUIVALENT. PEOPLE MAY RESIST REDISTRIBUTIVE POLICIES BECAUSE THEY FOCUS ON THE
POTENTIAL “LOSS” OF THEIR OWN WEALTH OR RESOURCES, EVEN IF THE POLICY COULD LEAD TO BROADER SOCIETAL BENEFITS
AND GREATER EQUITY.

QZ CAN COGNITIVE BIASES AFFECT THE DECISIONS OF POLICYMAKERS THEMSEL VES?

A: YESI POLICYMAKERS ARE ALSO SUSCEPTIBLE TO COGNITIVE BIASES. CONFIRMATION BIAS CAN LEAD THEM TO FAVOR
INFORMATION SUPPORTING THEIR IDEOLOGY, WHILE THE AVAILABILITY HEURISTIC MIGHT CAUSE THEM TO REACT TO
SENSATIONALIZED ECONOMIC ISSUES, POTENTIALLY LEADING TO INEFFECTIVE OR BIASED POLICY DECISIONS.

Q: How CAN EDUCATION ABOUT COGNITIVE BIASES HELP IN THE FIGHT AGAINST
ECONOMIC INEQUALITY?

A: EDUCATING PEOPLE ABOUT COGNITIVE BIASES CAN FOSTER CRITICAL THINKING AND SELF-A\WARENESS, ENABLING INDIVIDUALS
TO RECOGNIZE AND CHALLENGE THEIR OWN BIASED PERCEPTIONS AND TO BETTER EVALUATE INFORMATION ABOUT ECONOMIC
SYSTEMS, THUS PAVING THE WAY FOR MORE INFORMED AND EQUITABLE DECISION-MAKING.
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