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Abstract

Increasing the diversity of policy committees has taken center stage worldwide, but whether
and why diverse committees are more effective is still unclear. In a randomized control trial
that varies the salience of female and minority representation on the Federal Reserve’s mon-
etary policy committee, the FOMC, we test whether diversity affects how Fed information
influences consumers’ subjective beliefs. Women and Black respondents form unemployment
expectations more in line with FOMC forecasts and trust the Fed more after this interven-
tion. Women are also more likely to acquire Fed-related information when associated with a
female official. White men, who are overrepresented on the FOMC, do not react negatively.
Heterogeneous taste for diversity can explain these patterns better than homophily. Our re-
sults suggest more diverse policy committees are better able to reach underrepresented groups
without inducing negative reactions by others, thereby enhancing the effectiveness of policy

communication and public trust in the institution.
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“We should mirror the society we serve.”

ECB President Christine Lagarde, 2020.

“[Dfiversity is a hallmark of successful organizations because diverse organizations draw from a richer pool
of experience and reflect more points of view—they often make better decisions. Diverse organizations are

also better able to relate to and talk to many different communities.”

Federal Reserve Chair Jerome Powell, 2018.

1 Introduction

Over the last few years, the lack of demographic diversity in the composition of important
policy committees such as the Federal Open Market Committee (FOMC) at the US Federal
Reserve or the European Central Bank’s Governing Council has climbed to the top of the
agenda of policymakers and public debates around the world. Advocates of higher diversity
argue unequal representation of different groups (e.g., based on race or gender) is a form of
discrimination and may undermine equity and fairness in the policy process. Advocates also
argue more diverse committees reflect more viewpoints and experiences, which may lead to

better decisions.!

Whereas ethical motives are important, they are hard to quantify. Economists can in-
stead test empirically for the channels through which higher diversity might increase the
effectiveness of policymaking bodies. For instance, when a primary channel of monetary
policy transmission is the management of households’ expectations (Coibion et al.,; 2020b;
D’Acunto et al., 2021b), diverse committees might be better able to relate to and be trusted

by more communities and hence be able to influence their expectations.

Testing this hypothesis faces two major challenges. First, the composition of existing
committees such as the FOMC cannot be modified at random. Second, if we compared con-
sumers’ reactions across times in which committee diversity varied, we could not disentangle
the effect of changing diversity from other time-varying shocks that led the committee and

consumers to behave differently.

IFor a discussion of these points, see, for example, the Center for American Progress article, “We Need
to Increase Diversity in Policymaking,” available here, or the discussion in the New York Times on “Jerome
Powell advocates greater diversity at the Federal Reserve,” available here.


https://www.americanprogress.org/issues/race/news/2013/05/21/64024/we-need-to-increase-diversity-in-policymaking/
https://www.nytimes.com/2021/03/25/business/jerome-powell-advocates-greater-diversity-at-the-federal-reserve.html

To overcome these hurdles, we build on a large body of research in social psychology and
cultural economics and design an information-treatment randomized control trial (RCT) on a
representative survey population of more than 9,000 US consumers (see Haaland, Roth, and
Wohlfart, 2021, for an overview of information-treatment experiments in economics). In our
RCT, subjects read the FOMC’s medium-term macroeoconomic forecasts for unemployment
or inflation, but face contexts in which the salience of the FOMC’s demographic diversity
varies randomly. We create this variation by including with the FOMC forecasts one of
three pictures of same-rank FOMC members at random: Thomas Barkin (White man),
Raphael Bostic (Black man), and Mary Daly (White woman).? In a separate survey, we
verify the effectiveness of this experimental intervention, in that exposure to the Black or
female committee member induces subjects of all demographics, on average, to perceive a

higher presence of these traditionally underrepresented groups on the FOMC.

Our main test compares the subjective macroeconomic expectations of consumers who
belong to the same demographic group and see the same forecast but for whom FOMC
diversity salience varies. We also elicit trust in the Federal Reserve and proxies for the
attention subjects pay to the survey information to test for possible economic channels

driving our results.

We approach this RCT with a pre-registered two-sided hypothesis, and our findings,
whatever their sign, should be assessed against the ethical value of more equal representa-
tion. If higher committee diversity led female and non-White respondents—the groups that
have been underrepresented on the FOMC and most other policy committees—to update
their beliefs more in line with those of policymakers, our results would provide an economic
argument for increasing committee diversity above and beyond the ethical debate, which is
based on non-quantifiable and possibly incompatible views of the world. If, instead, diversity
awareness did not help influence underrepresented groups’ beliefs and affected overrepre-

sented groups negatively, our paper would help quantify potential costs of reducing unequal

2 All three are presidents of regional Federal Reserve Banks and were non-voting members at the June 2020
FOMC meeting, from which we draw the forecasts. Non-voting (or alternate) FOMC members participate in
discussions and also contribute their forecasts to the Survey of Economic Projections, which is the information
source we present to subjects. As we discuss in more detail below, our design also includes a control group
that did not receive any macroeconomic forecasts and did not see the pictures of any FOMC members.



representation in policy committees.

We find consumers belonging to underrepresented groups who are randomly exposed to a
female or Black FOMC member on average form macroeconomic expectations, especially on
unemployment, closer to the FOMC forecasts. For example, 52%-56% of our White female
subjects form expectations within the range of the FOMC’s unemployment forecasts if the
presence of a White woman or a Black man on the FOMC are salient, relative to 48% if
the presence of a White man is salient, and 32% when they do not receive any forecast.
Effects are even stronger for Black women. For Black men, effects are smaller but indicate a
stronger reaction when Raphael Bostic’s presence on the FOMC is salient. The expectations
of Hispanic respondents—who are not represented on the FOMC—and White men do not
respond differentially to the three committee members.> White men’s non-reaction implies
increasing diversity representation does not move the expectations of the overrepresented

group away from the FOMC forecast.

For inflation expectations, the FOMC inflation forecasts affect all subjects’ beliefs, and
the differential effects based on exposure to diversity are weaker. Our analysis cannot dis-
entangle if this homogeneous reaction is due to a lack of statistical power or to differences
in the ways subjects relate the concepts of unemployment and inflation to diversity. For
instance, if underrepresented consumers thought unemployment rates vary more than in-
flation across demographic groups, knowing underrepresented points of view contributed to
form FOMC unemployment forecasts might increase their credibility, whereas the inflation

forecasts would be deemed credible even if a committee of White men produced them.*

In the second part of the paper, we assess a set of non-mutually-exclusive channels
through which higher FOMC diversity salience affects subjective beliefs. We start with trust

in the FOMC, because earlier literature emphasized the role of consumers’ trust in central

3 As explained later, our survey sample included roughly 50% non-Hispanic White, 30% Black, and 20%
Hispanic respondents, with equal male/female shares. To maximize statistical power, we did not include
other groups (e.g., Asian-Americans).

4 Ample evidence exists for differential labor-force attachment across demographic groups; see, for instance,
Bergman et al. (2020). Instead, whereas realized inflation at the household level also varies substantially
in the cross section (Kaplan and Schulhofer-Wohl, 2017), little evidence exists on a systematic relationship
between observables and realized inflation. For example, Argente and Lee (2021) find only a weak uncondi-
tional relationship between realized inflation and income at the household level, with differences in realized
inflation between high- and low-income households of 0.02 percentage points, on average, between 2014-2016.



banks when forming and updating their subjective expectations (e.g., Ehrmann et al., 2013;
Christelis et al., 2020). Policymakers also stress the importance of agents’ trust in the cen-
tral bank for an effective transmission of monetary policy (e.g., Schnabel, 2020), and public
trust is a necessary condition for central banks’ independence. We asked subjects to report
their trust (on a 7-point Likert scale) in the Fed’s ability to adequately manage inflation and
unemployment, and their trust that the Fed acts in the interest of all Americans, including
people like themselves. Both forms of trust correlate significantly with subjects’ propensity
to form expectations in line with the FOMC’s forecasts. Furthermore, underrepresented
subjects are substantially more distrustful of the Fed in the control treatment that did not
receive any forecast and did not see the picture of any policymaker. By contrast, female
and Black subjects become significantly less distrustful when the presence of Mary Daly or
Raphael Bostic on the FOMC is salient. Again, no offsetting negative effect on the trust of

White male subjects exists, so that overall trust in the Fed increases in these treatments.

We then assess whether diversity salience makes underrepresented groups pay more at-
tention to Fed-related information. In our main experiment, underrepresented subjects did
spend more time on the information screen and were more likely to state that the survey
was interesting when they saw a diverse policymaker, but these effects are only marginally
significant. To study endogenous information acquisition, we designed a second survey for
which we were able to recontact about one third of the original subjects. Respondents chose
between reading one of two articles featuring a statement about the US economy from a
high-ranked policymaker, either from the Congressional Budget Office (CBO) or the Federal
Reserve. Subjects were randomized into three groups. In the first group, the policymakers
were not named (only their institutions were provided). In the second group, both (named)
policymakers were men. The third group, instead, had the choice between the same CBO
male and a Fed female policymaker. We find female subjects in the third group are signifi-
cantly more likely to choose the article about the Fed than female subjects in the other two
groups, whereas male subjects choose similarly across treatments. Higher policy committee

diversity might thus increase underrepresented groups’ willingness to acquire information

5The policymakers are Phillip Swagel (CBO), Richard Clarida (Fed official in group 2), and Michelle
Bowman (Fed official in group 3). The policymakers were referred to as ?Mr” or ”Ms” so no ambiguity
about their gender existed, but we did not show any pictures.

4



provided by the committee members.

We finally investigate two potential underlying drivers of our results: homophily—whereby
agents react more if a member of their same demographic group is on the FOMC-—and “taste
for diversity”—whereby all agents with such a taste react to the presence of any underrepre-
sented group on the FOMC. Even though we do not completely dismiss either driver, taste
for diversity appears more consistent with our results, because female and Black subjects
react similarly to Mary Daly and Raphael Bostic, whereas homophily predicts White women
should react less to Mr. Bostic than to Thomas Barkin (because the latter shares their race)
and Black men react less to Ms. Daly than to Mr. Barkin (because the latter shares their
gender). Furthermore, White men’s expectations do not react differently across treatments,

which is not consistent with homophily.

For more direct evidence of a taste for diversity, we elicit respondents’ support for quotas
in organizations like the Fed, and document that women and minorities are much more in
favor of such quotas. Furthermore, within the group of White men, we study how reactions to
minority policymakers vary depending on a respondent’s views about the Black Lives Matter
(BLM) movement and discrimination against women in the US.® In these tests, homophily
cannot play any role by construction. We find more “progressive” White men adjust their
expectations more strongly and trust the Fed more when the presence of a diverse FOMC

member is salient, which is consistent with a taste for diversity.

Collectively, our results suggest higher committee diversity makes underrepresented con-
sumers form macroeconomic beliefs that are more aligned with the FOMC forecasts, while
it does not affect the expectations of the overrepresented group. Higher diversity might thus
increase the ability of FOMC communication to influence consumers’ expectations and lead
to more trust in the Fed, especially on the part of underrepresented consumers, who are

often part of the most vulnerable communities.

One might worry that White men do not react, on average, because even when exposed
to FOMC diversity they believe the majority of the committee consists of White men, who

ultimately make the decisions. This possibility is barely consistent with our results because,

6We elicited these dimensions after the treatments and the outcomes of interest to avoid priming.



based on this reasoning, female and Black subjects should not react to diversity salience either
because they would think a White male majority drives the decisions. Second, many treated
White men in our manipulation check report a perceived FOMC demographic composition

in which White men are not the absolute majority.

Note that our analysis, which only varies diversity salience, cannot provide guidance on
the optimal degree of diversity in terms of maximizing the effectiveness of policy communi-
cation. The inability to test for the salience of minorities that are not represented on the
FOMC is another limitation of our approach. For instance, we could not use our setting to
test for the effects of the salience of a Hispanic policymaker, because no FOMC members

were Hispanic when we ran our experiment.
1.1 Related Literature

Our paper builds on several strands of research in economics, social psychology, and
sociology. First, we relate to the literature on the effects of social identity on beliefs and
decision-making (see, for instance, Akerlof and Kranton, 2000; Benjamin et al., 2010; Fehr
and Hoff, 2011; D’Acunto, 2020). We contribute by studying the effects of perceptions
of diversity on the effectiveness of economic policy (see Shayo, 2020, for a recent survey).
Specifically, our paper relates to research on the effects of gender, racial, and ethnic diversity
in professional advising roles on agents’ willingness to follow advice. For instance, recent
work has documented homophily in patients’ willingness to follow medical (Greenwood et al.,

2018; Alsan et al., 2019) and financial advice (Stolper and Walter, 2019).

Our study is novel in that all agents, regardless of their demographics and identity, are
exposed to macroeconomic information from the same “advisory body”—the FOMC. For
this reason, if the homophily channel documented in other settings was the only relevant
channel, the overrepresented group of White men would align its subjective beliefs less
with the FOMC’s forecasts once diversity was salient, thus potentially reducing rather than
improving the effectiveness of monetary policy communication. By contrast, we find an
asymmetric effect—underrepresented individuals react positively to diversity salience and

White men do not react on average. The lack of any personal interactions between the



advisor and the advisee in our setting might help explain this asymmetric effect.

Methodologically, our paper builds on a large literature in social psychology and mar-
keting, starting with Steele and Aronson (1995), that primes the salience of demographic
attributes to gauge the causal effect of social identity on perceptions and decision-making
(see Cohn and Maréchal, 2016, for a recent overview). We display to each subject the picture
of one policymaker whose gender and race are clear. The picture may prime respondents’ own
identity, but, unlike the literature on priming, we study subjects’ beliefs about macroeco-
nomic variables whose realizations are the same for everybody rather than beliefs about own
personal outcomes that depend on views of the self and own effort. Our between-subjects
design, whereby subjects observe only one picture, reduces the concern of demand effects,
which are low in contexts like ours in which subjects do not have repeated interactions with

the experimenter (see De Quidt et al., 2018).

Moreover, our paper belongs to the recent literature that studies consumers’ subjective
economic beliefs. We combine an information-provision survey experiment with belief elic-
itation building on recent work in this area such as Armantier et al. (2016), Cavallo et al.
(2017), Binder and Rodrigue (2018), Coibion et al. (2019), Armona et al. (2019), Binder
(2020), Roth and Wohlfart (2020), Coibion et al. (2020a), and Coibion et al. (2021).” The
information-selection part of our follow-up survey is related to recent work by Fuster et al.
(2020) and Roth et al. (2021). The existing literature has focused on how different pieces
of information affect beliefs; we instead focus on how the same information affects beliefs
differently depending on who communicates it. In this realm, we contribute to recent at-
tempts to understand the effects of monetary policy communication on households’ beliefs
(see, for instance, Blinder et al., 2008; Haldane and McMahon, 2018; D’Acunto et al., 2020;
D’Acunto et al., 2021b) as well as the heterogeneous effects of monetary policy across racial

groups (see, for instance, Bartscher et al., 2021; Bergman et al., 2020; Gerardi et al., 2020).

Finally, our paper relates to the literature on the roles of policy-making committees

"See also the literature surveyed in Haaland, Roth, and Wohlfart (2021). Studies on the formation
of subjective macroeconomic and financial expectations using micro data further include Bachmann et al.
(2015), Malmendier and Nagel (2016), Kuchler and Zafar (2019), Das et al. (2020), D’Acunto et al. (2021a),
D’Acunto et al. (2021c), and Giglio et al. (2021).



(Blinder, 2007; Blinder et al., 2008; Riboni and Ruge-Murcia, 2010). We contribute by

showing committee composition matters for the ability to reach different communities.

2 Experimental Design and Data

In this section, we discuss the composition of our sample, the experimental design, and

some descriptive statistics of our subject pool.
2.1 Experimental Procedure and Manipulation Checks

To administer our survey experiment, we paired up with a leading US surveying company,
Qualtrics, which recruited the subjects based on a set of quotas we agreed upon before the
sampling started. The quotas were designed to obtain a generally representative sample
of the US population in terms of gender, age, education levels, and regional distribution,
but with a slight oversampling of Black respondents. We oversampled Blacks—the smallest
group whose reactions we wanted to study—to reduce concerns about the possible lack of

statistical power if we found no effects of minority salience on Black subjects’ expectations.®

The experimental design, content of the survey experiment, and sampling choices were
approved by the Boston College IRB in March 2020 (20.218.01e). We fielded the experiment
after the pre-registration in the AEA RCT Registry in July 2020. All the information we
reported in the survey was up to date as of June 2020, two months before the survey was

fielded. The survey experiment was administered electronically.

The consent form made subjects aware that they would be exposed to information about
the economy during the experiment and that they would be asked about their opinions. The
form emphasized that no right or wrong answers existed, but we were interested in subjects’
own opinions and not in the opinions of others, and for this reason, subjects should have
responded without seeking advice or looking up any information on the internet. The recruit-
ing material did not refer in any way to issues related to gender, ethnicity, or discrimination

to avoid the possibility of subjects selecting into the experiment based on their views about

8Also due to a concern for statistical power, our sampling included Black, Hispanic, and White non-
Hispanic subjects, but not other minority groups (e.g., American Indian and Alaska Native, Asian, or Native
Hawaiian and Other Pacific Islander).



these topics and to reduce concerns of demand effects.

In terms of experimental procedure, after consenting to participate, subjects started the
survey, which consisted of five sections: an introductory section, a pre-treatment expectations-
elicitation section, the experimental treatments, a post-treatment expectations-elicitation
section, and a concluding section.? In the pre-treatment section, after answering three basic
demographic questions (age, education level, and state of residence), we assessed subjects’
awareness and perceptions of macroeconomic and own economic conditions. These ques-
tions included asking subjects about the sources they used to gather information about the
economy, assessing whether they knew the FOMC and its role, and asking them whether
their household income had changed during the COVID-19 pandemic. For the pre-treatment
expectations-elicitation questions, we asked subjects for point estimates of the US unemploy-
ment and inflation rates, their forecasts for the unemployment and inflation rates 12 months
later, and the confidence they had in their forecasts on a scale from 1 to 7. In the first section,

we also implemented two attention filters to screen bots and low-attention participants.

We then administered the experimental treatments, which we randomized across sub-
jects. The experiment included seven arms. The control group read a short paragraph
(four sentences) about the Federal Reserve System and about the FOMC and its compo-
sition in terms of members of the Fed Board of Governors and regional Fed Presidents.
The paragraph was accompanied by a picture of the seal of the Federal Reserve. We
did not provide any information about the demographic composition of the FOMC or any
economic forecasts to control subjects. Each of the six treatment groups, instead, read
a text of similar length to the one the control group read, but reporting the macroeco-
nomic forecasts of FOMC meeting participants from the Summary of Economic Projec-
tions that were published after the June 2020 FOMC meeting. Three groups received
the median unemployment rate forecasts for 2020 and 2021, and three groups received
the inflation rate forecasts for 2020 and 2021. We used the median forecasts from the
FOMC Survey of Economic Projections for the unemployment rate and PCE inflation

(https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20200610.htm).!°

90nline Appendix B contains the survey questions.
0Proposing two forecasts rather than one allows us to reduce concerns that subjects merely report the


https://www.federalreserve.gov/monetarypolicy/fomcprojtabl20200610.htm

Moreover, each forecast was accompanied by one of three pictures, names, and titles
of alternate members of the FOMC who belong to different demographic groups: Thomas
Barkin, the president of the Richmond Fed (White man); Raphael Bostic, the president of
the Atlanta Fed (Black man); and Mary Daly, the president of the San Francisco Fed (White
woman). For each member, we emphasized that they had taken part in the June 2020
FOMC meeting. We selected Raphael Bostic because he was the only Black member of the
FOMC at the June 2020 meeting. We selected Thomas Barkin and Mary Daly, among other
potential choices with similar demographics, because they were both regional Fed Presidents
and both sat on the FOMC as alternate members at the time of our experiment. In sum, all
subjects who were not assigned to the control group read either the FOMC unemployment
or inflation forecasts. These subjects were also randomly exposed to the picture, name, and

title of one of the three alternate members of the FOMC.

The aim of this experimental manipulation was to vary the perceived diversity represen-
tation on the FOMC. We verified the manipulation was effective in an auxiliary analysis that
we ran on a different sample to avoid making the aims of our study clear to the subjects
of the main experiment. After exposing auxiliary subjects to the pictures and titles of Mr.
Barkin, Mr. Bostic, and Ms. Daly, we asked them how many of the 11 FOMC members they
thought were women and how many were Black or Hispanic. In Figure A.1 in the Online Ap-
pendix, we show subjects exposed to Mary Daly tend to perceive a higher number of female
members on the FOMC relative to subjects in other treatment arms. Subjects exposed to
Raphael Bostic tend to perceive a higher number of racial-minority members.!! Unreported
results (available upon request) show this effect was similar across subjects by gender and
ethnicity, which supports the effectiveness of our procedure in increasing diversity salience

for all subjects.

To further assess the validity of our procedure, we also verify in the same auxiliary analysis

that committee members’ recognizability was similar across demographic groups. Otherwise,

same number they read in the experimental text when asked about their expectations.

"Relative to the control group and the Thomas Barkin treatment, the 25!, 50" and 75" percentile
of perceived number of female members (Black or Hispanic members) are shifted by one unit in the Daly
(Bostic) treatment. The median perceived numbers in the control and Barkin treatments are three female
FOMC members and two Black or Hispanic members.

10



exposure to diverse members might confound the role of higher perceived diversity on the
FOMC with a different response to familiar names and portraits (for instance, see Cook,
Logan, and Parman, 2014). We find few subjects recognize the three committee member
names (see Panel A of Figure A.2 in the Online Appendix). White women are slightly more
likely to report that they recognize Mary Daly’s name, but once we add unsure respondents
we detect no differences across genders, and almost 80% of White women state that they
definitely do not recognize Ms. Daly’s name. The results are similar for portrait recognition
(Panel B). The share of respondents of any demographic groups who claim recognizing any

of the members’ portraits is systematically below 10%.!2

Going back to the experimental procedure, after the manipulation stage, subjects moved
on to the post-treatment expectations-elicitation questions. First, we asked the extent to
which subjects trusted the Fed (i) to adequately manage inflation and unemployment, and
(ii) to care about the economic well-being of “all Americans, including people like yourself”
(in both cases, on a 1-7 scale). Then, we elicited probability distributions for the one-year-
ahead unemployment and inflation rate following the wording in the New York Fed Survey of
Consumer Expectations (see, e.g., Armantier et al., 2017; Crump et al., 2018).'3 We elicited
probability distributions instead of point estimates to avoid asking the same question twice,

and hence reduce the concerns of demand effects and survey fatigue.

We focus on expectations about unemployment and inflation because they are the two
pillars of the Fed’s mandate, and because a change in these expectations should affect in-
dividual behavior. Lower unemployment expectations should induce people to spend more,
because their perceived need for precautionary savings decreases. Empirically, Roth and
Wohlfart (2020) document that indeed, people’s macroeconomic outlook has a causal effect
on their consumption plans and stock purchases. A change in inflation expectations similarly
should induce a change in spending via intertemporal substitution and affect asset allocation;

for evidence on these points, see, for instance, D’Acunto et al. (2021b) and Coibion et al.

20ne exception is non-White men for the case of Raphael Bostic. Once we assess if reported recogni-
tion coincides with actual recognition based on whether respondents select the correct occupation of each
committee member, though, we find that the share of non-White men who actually plausibly recognize Mr.
Bostic and know what he does is below 5%, in line with the recognition levels by other subjects.

13Compared to the Survey of Consumer Expectations, we slightly reduced the number of intervals for
possible values in order to reduce the cognitive burden from answering these questions.

11



(2019).

The final section of the survey elicited subjects’ gender and race/ethnicity, as well as
marital status, political views, household income, wealth components, two financial literacy
questions, and the extent to which subjects supported the BLM movement and thought
women in the US were discriminated against (on a 1-7 scale). We asked these questions at
the end to avoid priming subjects, and hence reduce the concerns of demand effects. Fi-
nally, we asked subjects a multiple-choice question about the picture related to the Federal
Reserve that we had shown them to see whether they could recall its content. After comple-
tion, subjects were asked how interesting they found the survey and had a chance to leave

comments.

Starting four weeks after completion of the first survey wave, we fielded a second survey
to the same participants. In a first part, among other questions, we re-elicited participants’
inflation and unemployment expectations and their trust in the Fed, using the same questions
(but in different order) as in the the main survey. The purpose of this part was to test
whether the information we had provided in the first wave had persistent effects. We then
administered an information-selection experiment within the survey, which we describe in
detail in section 4.2. In the last part of the survey, we elicited agreement with six statements

related to diversity and policy making. We describe these statement in section 4.3.
2.2 Sample Composition and Summary Statistics

Our experimental protocol was pre-registered in the American Economic Association
(AEA) RCT Registry.!* We targeted a minimum of 8,750 valid answers for the first wave,
with the possibility of obtaining more answers.'> The survey was launched on August 10,
2020, after the July FOMC meeting and the release of the most recent unemployment num-
bers on August 7, 2020. The survey was continuously available to subjects until completion

of the data collection on September 11, 2020, even though the vast majority of answers

14The RCT ID is AEARCTR-0006174 and the title is “Does Policy Committee Diversity Affect Public
Trust and Expectations?”

15Note that on an online platform such as Qualtrics, subjects self-select into the experiment by clicking
on a survey link and are not physically admitted one by one by a laboratory official. Because we had defined
quotas by race and gender, which were only elicited in the last part of the survey, we ended up with more
than the targeted number of responses.
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(88%) were recorded by August 26, 2020, and hence before the Economic Policy Sympo-
sium in Jackson Hole, during which the Federal Reserve announced changes to its policy

framework (e.g., a move to average inflation targeting).

We targeted an equal number of men and women,'® whereas we oversampled underrepre-
sented groups in terms of race and ethnicity relative to their share in the general population
(50% White subjects, 30% Black subjects, and 20% Hispanic subjects). We oversampled
minority groups to avoid the possibility that our within-group analyses across experimental
manipulations would lack statistical power. The sample was targeted to be representative
of the broader population in terms of other demographics we could observe in the selection

stage—age categories, education levels, and geographic regions within the US.

Table 1 reports a set of summary statistics for the sample on which we run our empirical
analyses. The sample size is 9,140, which exceeds the minimum number of answers we
had targeted.'” The top panel considers a set of demographic characteristics. As intended,
respondents are equally split between men and women, and the shares of Blacks (30%)
and Hispanics (19%) are close to their targets. The median age is 45, 55% of respondents
are married, and 41% have a bachelor’s degree or higher level of education. In terms of
employment, 55% have full-time or part-time employment, 19% are retired, and 12% are

unemployed.'®

As far as household finances are concerned, 40% report a household income over the past
12 months above $75,000, and 43% report having experienced some income reduction during
the pandemic period. Fourteen percent say they would currently be unable to pay for a
$400 emergency expense, 59% are homeowners, 41% hold stocks directly and 55% have a
401(k) retirement account. Just under half of respondents make all the financial decisions in

their household. Overall, relative to the US population, our subject pool is slightly younger

6Gender identities other than male or female did not have enough observations within the platform
population to allow for their sampling.

7The total number of valid answers was 9,224. We remove 84 respondents who did not identify as White,
Black, or Hispanic. Note that the panel provider only invited participants from one of the three targeted
groups, based on available information from previous surveys.

18We identify respondents as unemployed if they selected “Not working, but would like to work.” This
definition does not exactly correspond to the official definition of unemployment, which requires one to
actively look for work. The official US unemployment rate in August 2020 was 8.4%.
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and more educated. Income values and homeownership are slightly lower than in the overall

population, but the differences are small.

The bottom part of Table 1 reports statistics for the main outcome variables in the
analysis. The average priors for the 12-month-ahead unemployment and inflation rates are
high—21.3% and 10.3%—Ilargely due to some very high forecasts, given that the median
values are 12% and 4%, respectively. The posteriors are lower, on average, as expected due
to the provision of the June 2020 FOMC forecasts to treated groups, as well as the different

elicitation methods for priors and posteriors.*’

We also consider respondents’ trust in the Federal Reserve, measured along two dimen-
sions on a 1-7 Likert scale. The median level of trust is 4 out of 7. Below, we define a dummy
for distrust in the Fed if the subject reported a level of 3 or lower. Based on this dummy, 35%
of respondents distrust the Fed’s ability to adequately manage unemployment and inflation

and 44% do not trust that the Fed cares about the well-being of all Americans.?”

In the follow-up survey, we obtained 2,933 respondents between September 26 and Octo-
ber 21, 2020. The median number of days between completion of the two survey waves was
41 (with 10th and 90th percentile at 37 and 50 days, respectively). Summary statistics for
the follow-up sample are in Online Appendix Table A.1. For the most part, average charac-
teristics are close to those in the main sample, but repeat respondents tend to be somewhat

older and more educated.

3 The Effect of FOMC Diversity Salience on Expectations

In this section, we discuss the effects of diversity salience on how much individuals be-
longing to different demographic groups incorporate Fed information into their subjective

macroeconomic expectations.

19Tn the prior stage, we simply elicit the point forecast, whereas in the posterior stage, we provide different
possible bins to respondents and ask them to allocate probabilities to the different bins. For instance, the
highest bin for unemployment was “17% or higher,” and for calculating the implied subjective mean, we
impute a value of 18.5% for this bin (because all other bins had a width of 3 percentage points). The
differential mode of elicitation is immaterial in our experiment because we have a control group.

20The two forms of distrust are correlated: among the 4,434 respondents (48.5% of the total) who express
distrust on at least one dimension, 2,771 (or 62.5%) do so on both dimensions.

14



For both unemployment and inflation expectations, the main measure we consider is
whether the mode of a subject’s posterior expectations is consistent with the FOMC’s
macroeconomic projections. If so, we denote the expectation as “anchored.” For unem-
ployment, this rule requires the mode of the posterior distribution to be either 5%-8% or
8%-11%, given that the FOMC forecasts we presented were 9.3% for 2020 and 6.5% for
2021.2! For inflation, the mode has to be 0%-2%, given the FOMC forecasts of 0.8% and
1.6%. We focus on the mode rather than the mean of the posterior distribution because
it does not require us to make assumptions about the values in the highest/lowest bins.
Nevertheless, because the effect on the mean expectation is also of interest, we use it as a

secondary outcome below.

We first consider the share of subjects in the control condition reporting anchored poste-
rior expectations across demographic groups. Because the control condition did not receive
any FOMC forecast, it captures baseline differences in expectations across groups as well as
any potential systematic effects of asking subjects for their economic expectations twice and
of eliciting expectations through a probability distribution. Figure 1 shows White men have
the highest share of anchored expectations, followed by Hispanic men. Without seeing any
forecasts, women and Black respondents tend to have the lowest shares of anchored expec-
tations. These baseline differences in the share of anchored expectations suggest a scope for

influencing the economic expectations of underrepresented groups.

Next, in Figure 2, we plot the estimated treatment effects across demographic groups.
We compute these effects relative to the control group based on whether respondents read
the FOMC’s unemployment forecasts (Panel A) or inflation forecasts (Panel B). Below, we

assess the statistical significance of these effects.

A few patterns stand out. First, the FOMC’s forecasts affects the expectations of all
groups irrespective of diversity salience—the estimated treatment effects are positive in
all cases, meaning a larger share of respondents have anchored expectations compared to

the control group after seeing the FOMC forecasts. Second, for the overrepresented group

21Recall that we elicit posterior expectations via a distribution question with pre-specified bins and in-
dividuals have to allocate mass adding to 100 to the different bins. Hence, the mode of the subjective
distribution corresponds to the bin the subject assigns the most mass to.
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(White men, dark gray bars in the leftmost panels), the salience of FOMC diversity does
not mediate the positive treatment effect of the FOMC forecasts, because the reactions are
virtually identical across treatment conditions. Third, and in stark contrast, underrepre-
sented groups’ expectations react to reading the FOMC forecasts differently depending on
which policymaker is shown, especially in the unemployment domain. The share of White
women with anchored unemployment forecasts is 8 and 4 percentage points higher when the
FOMC forecast is presented alongside the portraits of Mr. Bostic and Ms. Daly. The effect
of the FOMC forecast is thus 50% and 25% larger than its effect when FOMC diversity is
not salient (16 percentage points). The effects are even stronger for Black women (light-grey
bars in the middle plot of Panel A)—FOMC diversity salience increases their treatment effect

by 6 and 11 percentage points relative to a baseline effect of 4 percentage points.

For non-White men, the univariate results are more mixed. Black men react more strongly
to Mr. Barkin and Mr. Bostic and to a lesser extent to Ms. Daly. Hispanic men react most
to Mr. Barkin. For inflation expectations (Panel B), we find large but more homogeneous
treatment effects of policymaker salience across different subpopulations. We discuss possible
reasons for the homogeneous treatment effects below.

Table 2 quantifies the effects on unemployment expectations in a multivariate regression

framework that controls for subject-level characteristics.??

We pool the information types
and estimate the regressions separately across groups; the omitted categories are the control

group (for the information type) and the group that saw the picture of Mr. Barkin.

Panel A of Table 2 shows White and Black women are significantly more likely to have
anchored unemployment expectations if they see Mr. Bostic or Ms. Daly alongside the
forecast. Effects are particularly large for Black women, who respond most strongly to Ms.

Daly. Black men exhibit a slightly stronger degree of anchoring when seeing Mr. Bostic, but

22 Controls include functions of the subject’s point forecast before the experimental treatment (prior be-
liefs), the date the survey was taken, and dummies for the following characteristics (with number of distinct
values in parentheses): geographic region (4), income category (11), education category (6), age category
(6), employment status (7), marital status (2), political leaning (4), financial literacy score (3), whether they
lost their job (2) or faced reduced income since March 2020 (2), whether they state that they could not pay
for a $400 emergency expense (2), whether they own their primary residence, and if so, have a mortgage (3),
hold stock (2), have a 401(k) or similar (2), whether they are the main grocery shoppers (3), whether they
make financial decisions in their household (3; D’Acunto et al., 2021¢c; D’Acunto et al., 2021d), and whether
the survey was taken on a mobile device (2).
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the effect is statistically insignificant. We detect no significant effects on White men and
Hispanics. In the last two columns, we pool all respondents and either equal-weight them
(column 7) or apply Census-based population weights to make the sample representative for
the six groups we consider (column 8).2> We find positive coefficients for both the Bostic
and Daly treatments, but statistical significance is limited (which is not very surprising,
given that White male and Hispanic respondents account for a substantial part of the survey

population).

Panel B of Table 2 focuses on a continuous measure of expectations—the imputed ex-
pected unemployment rate. This dependent variable captures respondents’ entire subjective
distribution, but requires us to make assumptions regarding the values we assign to the
different bins.?* The results confirm those based on the anchoring indicator: being exposed
to the Bostic or Daly portraits lowers the unemployment expectations of White women and
Black subjects, thereby bringing underrepresented groups closer to the Fed forecast, and in
the pooled sample overall. In contrast to Panel A, the effect of the Bostic treatment on Black
male respondents is now statistically significant. Still no effect in the opposite direction for

White men exists.

Table 2 also illustrates that providing information in itself moves underrepresented groups
by more, especially when focusing on the continuous outcome (Panel B): the effect of seeing
the FOMC unemployment forecast is insignificant for White men but large for the other
groups. In Table A.2 in the Online Appendix, we repeat the analysis for inflation expec-
tations. Seeing the inflation forecast has rather large effects on anchoring for all groups
(last row of Panel A), and mean expectations in the pooled sample are directionally lower
in the Bostic and Daly treatments (Panel B), but we detect no statistical significance. This
null effect could be due to limited statistical power: given the large treatment effects of the

inflation forecast, effects across experimental arms might be smaller and hence harder to

ZData source: U.S. Census Bureau (2020); the population numbers are for 2019. Because we oversampled
minority respondents, especially Black respondents, they are assigned lower weights in column (8) than in
column (7), whereas White respondents are assigned higher weights.

24These assumptions may play a role especially for respondents who put non-zero weight on the extreme
bins, which are as follows, along with the assigned values in the analysis in parentheses: (i) for unemployment,
“17% or higher” (18.5%) and “5% or lower” (3.5%); (ii) for inflation, “8% or more” (10%) and “deflation of
8% or more” (-10%).
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differentiate from zero. Alternatively, as discussed above, diverse points of view about un-
employment, which varies systematically across demographic groups, might be deemed more
important than diverse points of view about inflation, whose realizations underrepresented

consumers might perceive as more similar across groups.

Overall, FOMC diversity salience appears to move the subjective expectations of under-
represented groups—especially White women and Blacks—closer to the Fed’s forecast, at
least in the case of unemployment expectations. At the same time, it does not reduce the

ability of FOMC forecasts to anchor the expectations of the overrepresented group.

4 Economic Channels: Why Does Diversity Facilitate Expecta-

tions Management?

In this section, we aim to dissect a set of non-mutually-exclusive potential channels that
might mediate the effects of diversity salience on the expectation formation of underrepre-

sented and overrepresented groups.
4.1 Trust in the Policy Committee

The first channel we consider is agents’ trust in the policy committee, because if agents
did not trust the committee, they might find its forecasts non-credible and irrelevant to their
decision-making.?> Moreover, public trust and credibility are the key pillars based on which

central banks justify their independence and legitimacy.

In the experiment, we elicited two forms of trust in the Federal Reserve on a 7-point Likert
scale—first, trust in the Fed’s ability to adequately manage inflation and unemployment, and
second, trust in the Fed to care about the economic well-being of all Americans, “including

people like yourself.”

Trust can only have a scope to explain our results if, absent any experimental inter-
ventions, subjects in underrepresented groups were less trustful of the FOMC than others,

ceteris paribus. Figure 3 supports this condition. It displays the distribution of control sub-

25Distrustful agents might even disagree with a policy committee’s attempt to manage their macroeconomic
expectations, and, in the extreme, react in the opposite direction.
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jects by trust levels for White men (gray histograms) and others (red histograms). The left
panel refers to trust in the Fed’s ability to manage inflation and unemployment. White men’s
modal value is 5, and almost 60% report a value of 5 or higher. For others, instead, the modal
value is 4 and only a third report a value of 5 or higher. The whole distribution is shifted to
the left for underrepresented groups relative to White men. The right panel displays similar

patterns for trust that the Fed acts to foster the well-being of all Americans.?%

We confirm these raw-data patterns in a multivariate analysis. In Table 3, we use either
the 1-7 rating as in the histograms or a simpler 0/1 indicator for whether a respondent
indicated distrust (defined as a trust value < 3 out of 7). Even after controlling for a
broad range of additional characteristics (even columns), the differences in trust between
White men and other groups point in the same direction as the raw data (odd columns).
In particular, women remain substantially less likely to trust the Fed. For instance, White
women are 18 percentage points more likely to express distrust in the Fed’s management of
inflation and unemployment (column 4), which is a large effect given that, in the sample,

34% express distrust.?”

We then move on to ask whether diversity salience increases the degree of trust by
underrepresented groups.?® In Figure 4, we report the share of subjects who distrust the
Fed across groups. Panel A focuses on distrust in the Fed’s ability to reach its objectives.
FOMC diversity salience reduces White women’s distrust but has no effect on White men
(leftmost figure in Panel A). The effect, although large, does not eliminate the gender gap
in trust levels. Among Blacks, women also tend to distrust the Fed more than men, but the
extent of distrust drops for both men and women exposed to Mr. Bostic or Ms. Daly rather
than Mr. Barkin. For Hispanic respondents, whose ethnic group was not represented on the
FOMC at the time of our experiment, we detect different patterns: Hispanic men tend to

be more distrustful when exposed to a female or non-White FOMC member.

26Note also that both subsamples have lower trust in the Fed caring for all than in the Fed’s ability to
manage inflation and unemployment.

2"The finding that women exhibit less trust in central banks and its policies also appears in studies by
Ehrmann et al. (2013) and Christelis et al. (2020) for the ECB and Jost (2017) for the Bank of England,
although such demographic differences are not the main focus of these authors.

28 Because we asked the questions on trust only after the experimental manipulations, we assess the reaction
in a between-subjects design after manipulating diversity salience.
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Panel B of Figure 4 focuses on the level of trust that the Fed acts to foster the well-being
of all Americans. The patterns are qualitatively similar. White women’s distrust is lower if
FOMUC diversity is salient, whereas White men are unaffected. Blacks are also less distrustful
when exposed to FOMC diversity, although the differences are smaller than those in Panel
A. For Hispanic subjects, the differences across treatments are small, although this time

directionally aligned with the other underrepresented groups.

We confirm the robustness and statistical significance of these raw-data patterns in Ta-
ble 4, where each specification includes the same set of individual-level controls as in the
expectations analysis. White women and Blacks are less distrustful of the Fed when FOMC
diversity is salient. The estimated effects correspond to 10%-20% of the average distrust
share (reported in the bottom parts of each panel), and are in most cases statistically sig-

nificant. By contrast, we find no significant effects on White men.?

The last two columns in each panel assess whether the average distrust toward the Fed
declines with diversity salience in the pooled sample. In column (7), respondents are equally
weighted, whereas in column (8), we apply US-population-weights for the six groups. We
find the Daly and Bostic pictures reduce the level of distrust in an economically and statis-
tically significant way in Panel B. Effects are qualitatively similar in Panel A, but we find

statistically significant effects only for the Bostic treatment in the equal-weighted version.

In a final step, we ask if subjects’ trust in the Fed is linked to expectations anchoring.
Otherwise, we could not argue that higher trust in the Fed increases its effectiveness. Table 5
supports this link: subjects who express distrust in the Fed are less likely to express posterior
expectations in line with the FOMC forecasts, for both types of trust and controlling for all
other characteristics. For unemployment expectations, this finding holds in the control group
as well; for inflation expectations, only when we look at the groups that see a Fed forecast.
Furthermore, subjects who express distrust in the Fed to adequately manage inflation and

unemployment are less receptive to the provided forecast (columns 3 and 6 of Panel A).

Overall, diversity salience increases underrepresented groups’ trust in the policy com-

29Hispanic men express more distrust in the Fed’s management of inflation and unemployment when
exposed to the Bostic or (especially) Daly picture, but we do not find this effect for distrust regarding the
Fed caring for all.
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mittee, which is a plausible channel driving the effects of diversity salience on expectations

discussed above.
4.2 Paying Attention to Fed Communication and Information Acquisition

The second channel we consider involves consumers’ attention allocation and information
acquisition regarding the economy, which in turn might feed into their expectations. Once
underrepresented consumers realize the FOMC has a diverse demographic composition, their
interest in this committee’s views of the economy, including their macroeconomic forecasts,

might increase.

Similar to the trust channel, an attention channel is more plausible if, absent any in-
terventions, underrepresented subjects are less informed about monetary policy and the
macroeconomy. Figure 5 supports this condition.®® Panel A shows the share of subjects who
answer a question about the role of the FOMC correctly before the experimental interven-
tion is higher for White men than other groups. Panel B shows the same patterns for the
share of subjects who know the Fed’s target for inflation (2%, black bars) or at least report
values between 1% and 3% (gray bars). We confirm these raw-data patterns in multivariate
analysis—see Table 6. We regress dummy variables for whether the subject knows the role of
the FOMC (columns 1-2) and the Fed’s inflation target (columns 3-6) on group membership
dummies (with White men as the omitted category) and, in even columns, our rich set of
individual controls.?! The negative associations between belonging to an underrepresented
group and the level of informedness decline once we control for other characteristics, but for

the most part they remain economically and statistically significant.?

To investigate the attention channel, we first study a few proxies for attention within

our main experiment: (i) the (log) amount of time a respondent spends on the treatment

30Tn this case, we consider subjects in all experimental arms, because in the survey, we asked the informa-
tion question before we administered the experimental manipulations.

31These regressions are arguably overcontrolling, because they include variables such as the financial
literacy score that capture an understanding of concepts such as interest rates and inflation.

32In Online Appendix Table A.3, we further study a potential underlying driver for these differences,
namely, variation in the number and type of sources of news about the economy and business that the
different groups consume. In short, female and Black respondents are more likely to say they do not consult
any sources; furthermore, they are less likely to rely on “traditional” sources but more likely to rely on social
media and (for White females) their friends.
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screen,®® (ii) whether they are able to correctly recall which Fed-related picture they saw in
the experiment, and (iii) their stated interest at the end of the experiment. Table 7 reports
the results. We combine the Bostic and Daly treatments and check whether they differentially
affected attention among White female and Black respondents, for whom we detected effects
on expectations. Columns (1) and (2) show these groups spent approximately 4% more time
on the forecast screen in the Bostic and Daly treatments. By contrast, in columns (3) and (4),
we detect no differential ability of these respondents to recall the name of the policymaker
they were shown when this policymaker was not a white male.>* Finally, White female and
Black respondents were more likely to state at the end that the survey was interesting after
being exposed to the Bostic or Daly pictures, although this effect loses statistical significance

when we add control variables (columns 5 and 6).

For a direct test of whether diversity salience affects underrepresented groups’ willing-
ness to gather information about the Fed, we turn to our second survey.?> Subjects could
choose between reading one of two articles on the future of the US economy. They were
randomly sorted into one of three groups. The first group (control) chose between an article
featuring an unnamed policymaker from the US Congressional Budget Office (CBO) or from
the Federal Reserve (Fed).*® In the other two groups, the policymakers were named. In
group 2, both articles featured White men—CBO Director Philipp Swagel or Fed Gover-
nor Richard Clarida. In group 3, subjects chose between CBQO’s Swagel or Fed Governor
Michelle Bowman—a female policymaker.?” All pieces were recent news articles. We edited
them slightly to keep a consistent length of about 150 words, and we did not display media

sources. We focused exclusively on gender in the design of the second survey because (i)

33Due to outliers, this variable is winsorized at the 2.5% tails.

34 All groups were more likely to correctly recall Mary Daly (81% correct recall overall) than either Thomas
Barkin (68%) or Raphael Bostic (67%), which is likely driven by the fact that among our multiple-choice
options, she was the only woman. We also added one multiple-choice option of a Regional Fed president who
was not shown to anybody (Neel Kashkari). Only 2.6% of respondents picked this option.

35The second wave of the survey also includes an assessment of whether the first-wave treatment effects
are persistent, as well as the elicitation of subjects’ support for policies that grant explicit quotas to under-
represented groups in committees. We discuss these results below.

361f choosing the Fed, subjects were then assigned with equal probability an article featuring Richard
Clarida or Michelle Bowman.

37In the second and third groups, in which policymaker names were featured, the gender titles were
provided as well—for example, “Mr. Philipp Swagel” and “Ms. Michelle Bowman” (see Online Appendix B
for the exact wording).
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the manipulation did not feature pictures, so race/ethnicity could not be salient, and (ii)
the smaller sample size in the follow-up survey would make detecting differences across more

granular groups difficult.

Our hypothesis is that female subjects might be more likely to pick the Fed article if it
features a woman (in group 3) as opposed to a man (group 2) or an unnamed policymaker

3 Figure 6 shows strong support for this hypothesis: women are 13 percentage

(group 1).
points (20%) more likely to choose the Fed-related article over the CBO article if the article
features Ms. Bowman rather than Mr. Clarida. If anything, men also display a slight
preference for the Fed article when Ms. Bowman is featured, but the difference is only about
3 percentage points relative to Clarida. In an auxiliary analysis that we ran separately to
avoid demand effects, respondents were slightly more likely to report that they recognized Ms.
Bowman’s name than that they recognized Mr. Swagel and Mr. Clarida’s names. However,
differences in perceived recognition of these policymakers barely vary across genders and
ethnicities (see Figure A.3 in the Online Appendix). Recognizability might thus, at most,

explain why men also prefer the Fed article featuring Ms. Bowman, but cannot explain the

differential effects across genders.

Table 8 shows these results are robust to