Essays on the Distribution of
Income, Attention, and Rewards

DISSERTATION
of the University of St. Gallen,
School of Management,
Economics, Law, Social Sciences
and International Affairs
to obtain the title of
Doctor of Philosophy in Economics and Finance

submitted by

Stefan Legge
from

Germany

Approved on the application of

Prof. Dr. Reto Follmi
and
Prof. Dr. Winfried Koeniger

Prof. Dr. Josef Zweimiiller

Dissertation no. 4537

Difo-Druck GmbH, Bamberg 2016



Contents

Contents

1

What Drives Income Inequality?
1.1 Introduction

1.2  Empirical Evidence

1.3 Theoretical Framework

1.4 Theories on Inequality

1.5 Interplay of Factors

1.6 Conclusion

Innovation in an Aging Population
2.1 Introduction

2.2 Demographic Trends

2.3 Theory

2.4 Empirical Evidence

2.5 Conclusion

Innovation and Trade in the Presence of Credit Constraints
3.1 Introduction

3.2 Theory

3.3 Data

3.4 Empirical Results

3.5 Conclusion

Trading off Welfare and Immigration in Europe
4.1 Introduction

4.2 Data

4.3 Explaining Trends in Policy Preferences

4.4 Theoretical Model

vii

-

W

14
40
49

49
49
52
56
62
70

86
86
92
100
104
114

129
129
132
134
145



viil

4.5 Alternative Explanations
4.6 Conclusion

5 Media Attention and Betting Markets
5.1 Introduction
5.2 Data
5.3 The Identification Problem
5.4 Results
5.5 Conclusion

6 Limited Attention and Risk-Taking Behavior
6.1 Introduction
6.2 Theoretical Considerations
6.3 Data
6.4 Econometric Approach
6.5 Results
6.6 Conclusion

References

Chapter Contents

157
162

200
200
204
210
217
229

262
262
266
274
275
279
293

315



