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communication of economic research within academia and the transfer 

science, political decisionmakers and the media, e.g., by training young 
researchers in science communication and knowledge transfer.

researchers present the results of a research paper in an accessible 
manner, also providing links to current policy questions and societal 
demands.
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WHAT’S IN A NAME?
By Friederike Reichel

“What’s in a name? That which we call a rose
By any other name would smell as sweet.”

what someone has actually been doing or saying, but we hear or read that 

labels matter because, based on them, we will decide whether to vote for a 

about which set of actions should count as, say, bigoted is up for debate.

react if formerly accepted actions or statements were publicly denounced 

earning a positive one, would cause people to engage in better behaviors. 

engaging in worse behaviors. They understand that using a stigmatizing 
label more broadly dilutes its reputational damage. In fact, the concern 
that disparaging terms lose their force when applied broadly is often 
voiced in public discourse. 

their contributions to a common cause when higher contributions were 



6

required to escape a stigmatizing label; participants understood that 

may help explain why the last years have seen both a rise in right-wing 

political correctness.  

their reactions. 

using a stigmatizing term more broadly, incorrectly believing that this 

misperceptions. They believed that participants would increase their 
contributions when higher contributions were required to escape the 
stigmatizing label, even though contributions did not change on average. 
This misunderstanding gives people a motive to apply negative labels too 
broadly and positive ones too exclusively. 

Juliet is right; labels are interchangeable. Swapping “up” and “down,” 
“magic” and “ordinary” would virtually make no difference as long as we 

demonstrate that the study participants, however, do not fully appreciate 
the extent to which the meaning of stigmatizing terms is diluted when they 

Misunderstandings. 
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REAL ESTATE AGENT COMMISSIONS ON THE 
RISE DESPITE LEGAL REFORM IN GERMANY
By Julius Stoll

Background

though most tenants would like to own the property they currently live in.2 

high transaction costs complicate the purchase of real estate. Besides 

that most real estate agents impose marks the largest portion of these 
transaction costs.

Although freely negotiable, almost all agents charge the same rate, showing 
no signs of cost reduction through technology over the past two decades. 
This is surprising, as several international examples highlight that cost-

Low commission rates may result from policy. In countries with low 
commission rates, sellers who hire a real estate agent must also cover the 

sellers hire an agent, they must pay at least as much commission as buyers, 
effectively evenly splitting the commission between them. Lawmakers hoped 
that requiring sellers to pay at least half of the commission would raise their 
awareness of the commission and would motivate them to seek lower rates. 
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Results

I reveal that instead of decreasing, the already high commission rates, by 
international standards, increased even further after the reform. Initially, 

paid the entire commission, sellers bore most of the economic costs by 
receiving lower selling prices. 

home sellers are inattentive to the commission cost and I illustrate how 
real estate agents exploit this ignorance.

sellers pay most of the economic costs of the commission but do not 
attempt to negotiate corroborates that home sellers neglect the economic 

the average commission rate. Using randomly incentivized experimental 
questions highlights that real estate agents knowingly communicate these 

Policy Implications

In total, my study illustrates that the policy reform caused consumers 

experiment highlights that sellers rarely uphold this when hiring real estate 

a policy opportunity: high-commission countries either have confusing 
commission systems where both sellers and buyers may pay the selling 
agent or incentivize an extra buying agent, like in the US. By contrast, other 
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global examples point to more effective and less bureaucratic solutions: 
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CORRECTING MISUNDERSTANDINGS ABOUT 
CO2 EMISSIONS DOESN’T HELP TO FIGHT 
CLIMATE CHANGE
By David Pace

make a guess, the guess tends to be lower than the actual number, and 
the misperceptions can be huge. At the same time, people care about 
the environment. Almost everyone says to be concerned about climate 

climate policies.

their footprint. So, if we tell people how much each product pollutes, 

“more reliable information on sustainability”. In the US, the Environmental 
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the people who make this mistake care about climate change. It turns out 
that people are worst to guess the emissions generated by more polluting 
products. This is why we predict that one of the most promising targets of 
information is beef meat. Meanwhile, we predict no consumer reaction to 

amounts of methane, a potent greenhouse gas.

In the second step, we test if these predictions are correct. To do so, we 
ran an experiment where we asked people how much they were willing to 
pay for a shipment of meat to their home address. The shipment is real, and 

into four groups: chicken-with information, chicken-without information, 
beef-with information, and beef-without information. The information 
tells the participants about the average emissions associated with the 

information reduces the amount the participants want to pay for the meat. 
This null effect of information was expected for chicken, but it is contrary 
to our predictions for beef.

being inattentive to the information, the participants being already well 
informed, or the participants being vegetarian.

necessarily lead to lower demand for carbon-intense consumer products, 
even in settings where misperceptions are large and consumers are 
interested in reducing or offsetting emissions. The results are consistent 
with recent evidence from university canteens experiments (for example, 

greener options but the reduction in emissions is small and generally 
short-lived.

should temper their enthusiasm for providing information to consumers, 
as informtion produce only modest behavioral changes in many cases. 

carbon taxes, green subsidies, and regulations.
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EXPECTATIONS MATTER
By Simone Maxand and  Joschka Wanner

3rd Berlin Climate Macro Workshop

implications of climate change and climate policy for economic growth? 

the way towards the green transformation? These are some of the 

to explore and discuss some of these questions. Four presentations and 

range of topics in climate macroeconomics.

and how the same climate policy can lead to very different outcomes 
depending on the expectations of market participants, making a broader 
set of climate policies necessary that can succeed in steering expectations 
and hence the economy towards a green transition.
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The workshop made it abundantly clear that climate macroeconomics 

answer to climate change tends to be simply putting a price on carbon 
equal to its social cost. A more thorough macroeconomic consideration 
of the challenges faced on climate policy suggests, however, that a more 

market turbulences have to be avoided and green innovation fostered. The 
existence of a “brown” fossil equilibrium even in the presence of carbon 

cost of carbon or the creation of a “brown bank” to isolate fossil investment 
risks. From the presentations and debates around these topics, the 
following three key take-aways can be condensed from the workshop:

1.

mandate.

2.
context. If market participants expect that fossil fuels 
continue to be used intensively and that brown investments 

will continue to play an important role, the economy can end 
up in a sub-optimal, high emission equilibrium, even though 
climate policies are taken that would be compatible with a 
green transition under different expectations.

3. A better understanding of a broader set of climate policies 
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A lot of work on environmental economics is done at several of the 

that opportunities for exchange between those researchers looking at 
environmental issues from a macroeconomic perspective creates large 
value-added.

interact with carbon pricing and with each other is a key area 
for future research.
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IS AWARENESS ENOUGH TO SAFEGUARD US 
FROM BIASED NARRATIVES?
By Sili Zhang and Manwei Liu

Ever since the birth of human society, much of the information 

increasingly concerned about the detrimental effects of biased narratives 
on modern society, such as polarization and echo chambers, people are 
also becoming more aware of the biased narratives used by the media 

in this context: whether we can effectively guard ourselves against biased 
narratives, especially when we are consciously aware of them.

The research centered around an innovative online experiment involving 

most people. This obscurity ensured that pre-existing strong opinions 
would play a minimal role, providing the best chance to counteract the 

the other opposing it. Study participants were then randomly assigned to 

that these narratives were biased and that participants were randomly 
assigned to one of the narratives.

knowing that the narrative was biased and randomly assigned, participants 

Moreover, the opportunity to engage with balanced arguments, a scenario 
resembling real-world situations where individuals seek additional 
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and suggests that simply being aware of a bias is not enough to guard 
against it.

were consistent with their initially assigned narrative more convincing. 

bias.

is not only about awareness, but also about the order and manner in which 
information is presented. The study therefore carries implications for 
how we approach media consumption and information dissemination. It 
suggests that efforts to combat misinformation and biased narratives 

polarization and biased narratives may be more effective if done at the 
initial stages of information exposure, rather than trying to correct or 
counteract them later.

narratives in an information-rich society. It emphasizes the need for critical 

importance of balanced exposure to multiple viewpoints. As we navigate a 

but a necessary skill for informed decision-making in the modern world.

References: 

greater-concern-bias-own-news.aspx.
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COASE AND CAP-AND-TRADE: EVIDENCE ON 
THE INDEPENDENCE PROPERTY FROM THE 
EUROPEAN CARBON MARKET
By Aleksandar Zaklan

externalities. It promises cost-effectiveness: by combining a cap with the 
trading mechanism abatement takes place where it is most economical, 
minimizing aggregate costs for a given amount of abatement. Based on 

solutions for the amount of the externality produced are independent from 

would be a symptom of underlying friction in the allowance market.

The independence property is important in real-world settings, as policy 
makers often use free allocation in political bargaining surrounding cap-
and-trade schemes. For example, in the EU Emissions Trading System 

close to half of the cap is still distributed for free today to mitigate carbon 
leakage risk. A cap-and-trade scheme in which emissions are independent 
from allocations is attractive for policy makers, as they can focus on 
whether free allocation is desirable from an equity perspective. Empirical 
evidence on whether the independence property holds in operational 
cap-and-trade schemes can therefore shed light on whether wide-spread 
use of free allocation should be avoided. Yet despite its importance the 
existing empirical evidence is extremely scarce.

literature by testing whether emissions are independent from allowance 
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and-trade scheme, the EU ETS. The analysis focuses on power producers, 

and arguably the most sophisticated sector under the EU ETS with respect 

participate in the allowance trade equally. Financially or organizationally 

trading costs or overcome behavioral biases affecting their emission 
decisions. At least some producers may exhibit dependence between 
allocations and emissions, which may affect the independence property 
at the sector level.  

The regression analysis pursues a difference-in-differences strategy 
using a panel of power producers from coal and gas during the period 

allocation for producers in eight EU member states, providing substantial 
exogenous variation in allocation levels. The analysis thus compares 
emission decisions of producers who lost most of their free allocation 

The main results show that emission decisions by power producers under 

emitters representing by far the largest share of power sector emissions. 

is suggestive evidence that the independence property fails for small 

emission decisions or, alternatively, resource constraints leading to poorer 
decisions by small emitters, in line with previous research. Behavioral bias 

The results suggest that policy makers may use free allocation as a tool in 
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and-trade program, as long as the setting is comparable to the one in this 

of the mechanisms behind this result, to understand whether policy makers 
should focus on the cost side or on attempting to reduce behavioral bias.
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TESTING MARX
By Charlotte Bartels , Felix Kersting

,

& Nikolaus Wolf

inequality frequently refers to ideas about capitalist dynamics that were 

Marxists like Karl Kautsky, the leading theoretical Marxist of the Second 

heavily attacked the orthodox Marxists arguing that, with the help of 

accumulation, income inequality, capital share, capital concentration, and 

Does capital accumulation increase capital concentration and income 
inequality?

accumulation causally led to a growing share of capital in total income 
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and believed by his followers, but contested by their critics. To establish 
causality on the effects of capital accumulation, we exploit the spatial 

capital share.

According to our evidence, orthodox Marxists were right in their prediction 

in their conviction that this “centralization” of capital was causally driven 
by capital accumulation.

Does capital accumulation lead to more political support for socialism?

The orthodox Marxist hypothesis regarding the relationship between 
capital accumulation and support for socialism was always related to 
the claim that capital accumulation would lead to an immiseration of the 

political support for socialism through any other channel.

of workers?

successful strikes helped to redistribute income between capital owners 

strategy of strengthening the trade unions seems to have been a building 

Conclusion

diagnosis on the wide-ranging effects of capital accumulation on capital 
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while Marx is long dead, his question about the long-run dynamics of 
capitalism will continue to haunt us.

References:
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FACT POLARIZATION
By Valeria Burdea , William Minozzi ,
and Jonathan Woon

Both casual observation and contemporary scholarship depict 

The explanation for such “fact polarization” remains a matter of debate. 
Bayesian learning—the rational standard for updating beliefs—describes 
a rigorous way in which learning from observed evidence depends on 

the idea that partisan identity serves as a “perceptual screen” through 

These scholars argue that empirical patterns of belief divergence are 
consistent with rational, Bayesian learning when there are differences in 
perceived credibility of information sources, or second-order beliefs.
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The two explanations are observationally equivalent based on existing 

basic science, but also because any attempt to dispel factually inaccurate 

To investigate these accounts of fact polarization, a new study by Burdea 

beliefs regarding the credibility of in-group and out-group information 

statement was true or false?”. The statements involved various politically 
and economically relevant facts such as: “The difference in median 
household incomes between white and black Americans has increased 

participants are asked about the credibility of both in-group and out-group 
partisans which enables the authors to take the difference as a measure 
of bias in second-order beliefs. Moreover, before running this study, the 

and selected those statements on which there were no differences in 
accuracy between the two groups.

The results of this study show strong evidence of partisan bias in source 
credibility estimates: participants think that their in-group is approximately 

estimates could themselves stem from non-Bayesian channels. In 
assessing source credibility, people may be blinded by social identities and 

may use partisan identities as affectively charged heuristics to determine 

feelings or emotions as a substitute for information or memory-based 

party should lead to an upward bias in second-order beliefs (overestimating 

beliefs and their sources. A rational model may well predict that the 
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the second-order beliefs will be. All of these mechanisms may function 
simultaneously, varying by situations and for people with different traits.

in source credibility may be affected by these different channels. The 

party are those with the largest biases in second-order beliefs. This 

as a heuristic—which is also one of the postulated bases for motivated 

mechanisms based on social identity or a rational model (i.e., knowledge-

in the mechanisms.

These results seemingly cast doubt on the practical importance and 
relevance of the differences between the motivated reasoning and rational 
learning explanations for fact polarization. They highlight that social 

by feelings and emotions that seem to raise the “perceptual screen” 
through which the information from different sources is processed.

Misunderstandings.

References:
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for redistribution? evidence from randomized survey experiments. Am. 
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CHANGES IN RISK ATTITUDES VARY ACROSS 
DOMAINS THROUGHOUT THE LIFE COURSE
By Neil Murray , Levent Neyse ,
and Carsten Schröder

risks. Some people may be more willing to take risks, while others may 
be more risk-averse. It is a fundamental concept in economics and 
decision-making research that helps explain how individuals make 
choices in situations where the outcomes are uncertain. As societies age, 
understanding how risk attitudes change over the life course becomes 

choice or saving strategies of demand for insurance. For instance, older 
people may become more risk-averse and therefore less likely to invest in 
high-risk stocks or start-ups and instead they may be more likely to choose 
low-risk assets, such as bonds or mutual funds.

Indeed, previous studies have found a consensus that risk aversion 
increases with age, but these studies often rely on measures of general risk 

lifestyle or playing a risky sport may be different from the willingness to 

attitudes.

that the relationship between risk attitudes and age strongly depends 
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risk, attitudes change little over the life course. In addition to the question 
of whether risk-taking changes with age, it is also important to examine 

domains, indicating a constant rate of change over time, there are two 
exceptions: In the leisure domain, there is a substantial decrease in risk-

To better understand and quantify the impact of age on risk attitudes, the 
authors predict how shifting risk attitudes due to increasing age affects life 
outcomes such as investment in stocks or self-employment. It is found that 

that changing risk attitudes in the occupational domain would reduce self-

contrasting outcomes highlight the importance of viewing risk attitudes 
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ONLINE TRADE PLATFORMS: HOSTING, 
SELLING, OR BOTH?
By Özlem Bedre-Defolie & Simon Anderson

Many digital platforms, like Amazon, both host third-party products and sell 

ESMT Berlin, outline conditions under which the hybrid model may harm 
consumers and sellers using platforms to access big marketplaces.

Extant economic theory is unclear under what conditions platforms want 
to engage in the hybrid mode because it cannibalizes the commissions 

when consumers do not differentiate between products and many sellers 
compete for business on the platform. An example is when many sellers 
offer the same brand of Bluetooth speaker. The platform would enter 
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again engage in hybrid model if it could purchase the Bluetooth speaker 

the third-party sellers and compete with the big seller, driving down 

big seller chooses to sell on both the platform and through its own retail 
channel, then both the big seller and the platform mark up prices. The 

from the seller, but prices do not decrease as much because the big seller 
wants to protect demand on its direct channel.

consumers have different tastes for products. For example, instead of 

demand from third-party products. The platform now acts as both the 

markets, it extracts higher commission fees from third-party sellers, so 
consumers are provided with fewer choices and pay higher prices.

Legislation has begun to target these hybrid business practices. In 

these “gatekeeper” platforms. For instance, self-preferencing (steering 

platforms must provide their third-party sellers access to data generated 

proposes to prohibit self-preferencing and might ban the hybrid business 
model altogether. As legislators and regulators continue to review these 
platforms, they must consider the various markets where these practices 
can help or harm consumers, then tailor their responses accordingly.

Reference: 
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CLIMATE POLICY SHOULDN’T IGNORE ASSET 
STRANDING
By Angelika von Dulong , Alexander Gard-Murray ,
Achim Hagen , Niko Jaakkola ,
and Suphi Sen
Ambitious climate policy measures threaten assets across the entire 

unextracted to meet our climate goals, and many fossil fuel-using assets 
like power plants will need to be retired before their natural end-of-life. 
Such assets will lose value and become “stranded”, prompting resistance 
from their owners and obstructing the implementation of stringent 
climate policies. The value of these threatened assets is also so large 

stranding will have implications for the success of climate action. As 
political feasibility is a key element for realistic policy recommendations, 
climate policy advice should take the distributional consequences of asset 
stranding into consideration.

climate policy and issues around asset stranding, distributional impacts, 
or political economy.

stranding, despite its potential impact on the implementation of effective 

been on interactions between climate policies and stranded capital. Some 
researchers have looked at moratoriums on extraction, compensation 
for unextractable fossil fuel reserves, effects on assets that generate or 
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evidence that does exist is mixed.

have an incentive to invest in more fossil-based assets, making it harder 
to tighten policy later. Yet literature on the interaction between climate 

little work on the distributional impacts of asset stranding and proposed 

wealth inequality be affected? Finally, we need more work that combines 
economics and political science, to see how current policies change the 
prospects for future climate politics.

Important policy implications from the review are that carbon prices are 

signals, it is rational for actors to keep investing in carbon-intensive 

aim at stopping further investments into polluting durable capital stocks 
as the long lifetime of such assets creates an incentive to water down 
future climate action, and thus a commitment to future carbon emissions. 
Banning fossil investments and subsidizing investments into energy-

future and pave the way for credible carbon pricing. Finally, policymakers 
could tip expectation-driven equilibria by triggering socioeconomic 
tipping points, for instance by decisively encouraging low carbon assets. 
This could facilitate rapid changes required for a net-zero carbon economy.   
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A GLIMPSE OF FREEDOM: ALLIED 
OCCUPATION AND POLITICAL RESISTANCE IN 
EAST GERMANY
By Jonas Jessen , Luis R. Martinez

,

and Guo Xu

“So long as [the masses] are not permitted to have standards of comparison, 
they never even become aware that they are oppressed’’

outnumbered those with improvements for more than a decade. In many 

freedom, integrity, and lives. Theoretical models predict that if the 

the alternative may not be clear if the regime was to fall. Thus, the lack 
of alternative to the status quo can play a key role in explaining political 
opposition in authoritarian regimes.

and disciplined occupying forces can increase resistance to autocratic 

zone was occupied by the Allied Expeditionary Force led by the US and the 

exact line of contact at the granular municipality level and demonstrate 
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Allied rule for around two months before the Soviet takeover, while the rest 
experienced Soviet rule throughout. (For simplicity, we henceforth use the 

Force, comprised mostly of military units from the United States and the 

uprising, meaning that we compare protest incidence within municipalities 

treatment, with the Allied occupation lasting at most three months, 

checks, including placebo lines based on randomly drawn divisions based 
on salient geographical features to corroborate that our results are unlikely 
to have arisen due to chance.

To study persistent effects of Allied exposure, we collected data on more 

with the short-lived Allied occupation. In line with the historical narrative, 

support: we identify no differences in exposure to radio signals from the 

population did not simply become more attached to the initial occupying 

nation-building. Limited exposure to alternatives to the status quo may 
play an important role in explaining the lack of costly political opposition 
in non-democracies. Even a short exposure to better governance and a 
more disciplined occupying force can increase subsequent resistance to 
autocracy.
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