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SÃO PAULO
1 December 2025

1



HOW PERCEIVED INEQUALITY ERODES POLITICAL TRUST:
EVIDENCE FROM LATIN AMERICA

Abstract

This paper examines how perceived economic inequality erodes political trust in Latin
America. Despite the region’s democratic expansion and improvements in education and
welfare access, inequality persists at a high level, while citizens’ trust in democratic insti-
tutions continues to decline. Drawing from the Latinobarómetro 2023 dataset, this study
tests whether individuals who perceive income distribution as unfair exhibit lower trust
in core political institutions, including the president, congress, national government, elec-
toral institutions, and judiciary. Through a cross-sectional analysis, using ordinary least
squares (OLS) regressions with country fixed effects and cluster-robust standard errors, the
analysis confirms that perceptions of unfairness are significantly associated with a lower
level of political trust. Moreover, regressions with heterogeneous effects indicate that self-
positioning within the income distribution moderates this effect: individuals who perceive
themselves as being in higher income classes are less affected by perceptions of inequality,
while lower-income citizens exhibit sharper declines in trust when they perceive the system
as unfair.

1 Introduction

Recently, we have seen a decline in support for democracy in Latin America (Saiani
et al. 2024). This crisis is tied to growing cynicism about the broader political system,
weakening citizens’ commitment to democratic norms and institutions. Latin America
exhibits lower levels of political trust compared to other regions (Bargsted et al. 2017),
and these levels have been declining over recent decades. Average trust in Latin American
national institutions declined by almost 40% from 2009 to 2020 (Pecorari and Cuesta 2023).

Political trust has been a central topic in political science since the 1960s, when con-
cerns about pessimism towards Western political culture began to emerge among social
observers. Early scholars, such as Lipset (1959), Easton (1965), and Crozier, Huntington,
and Watanuki (1975), identified the erosion of support for democracy as a key factor behind
the apparent crisis of regime legitimacy. More recently, concerns about declining political
participation and disengagement brought the concept back into the spotlight (Zmerli and
Hooghe 2011).

Scholars have long viewed inequality as a threat to democracy. Lipset (1959) identified
inequality as a driver of legitimacy erosion, as it hinders the inclusion of less privileged
groups. Individuals who perceive that the system does not work for them may stop ac-
cepting democratic rules, as they feel they have no real chance of “winning” compared
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to wealthier citizens. Inequality affects not only the system’s overall legitimacy but also
specifically undermines political trust, distancing individuals from political institutions.

In Latin America, inequality has been a central concern in the literature. A substantial
body of research suggests that deep-seated structural inequalities provide fertile ground for
flawed political dynamics, including clientelism, corruption, and polarization. There was
once optimism that democratization would mitigate inequality by strengthening demands
for redistribution and increasing the political power of those at the lower end of the income
distribution. Yet, this expectation has not materialized. Latin America remains the world’s
most unequal region, and, while income inequality has stagnated over the last decade,
wealth inequality is arguably intensifying (Carranza et al. 2023). Thus, high inequality
and distrust in political institutions coexist in the region (Zmerli and Castillo 2015).

It remains unclear what drives citizens to trust or distrust political institutions and
how this varies among individuals within the same country. Even though inequality has
long been theorized as one of the primary mechanisms, the direct effect of inequality on an
individual’s trust would presuppose perfect rationality and complete information about the
economic environment in which they live. In reality, individual perceptions play a funda-
mental role in shaping trust in institutions. These perceptions are influenced by personal
experiences and interpretive frameworks, generating individual variance in levels of polit-
ical trust. Given this gap in the literature, this paper addresses the following question:
How does the perception of inequality shape people’s trust in Latin American govern-
ments? I argue that individual perceptions of inequality affect individuals’ understandings
of fairness and competence of national governing institutions, lowering their trust in those
institutions.

This paper proceeds as follows. In the first section, I will run a literature review on
the topics of people’s trust in the government, democracy and redistribution, inequality
effects on democracy, how they vary through different income classes and, finally, on peo-
ple’s individual perceptions of democracy. Then, I will specify my research design, which
articulates my central argument, explains how I intend to test my hypotheses, and out-
lines my contribution to addressing the existing gap in the literature. Following this, I
introduce my approach to conducting an OLS analysis. I then elaborate on my data and
methodology, providing details about the data source, coding procedures, and database
description. I introduce my results for the OLS, followed by a discussion of the findings
and an exploration of their implications. Finally, I reflect on potential directions for future
research and acknowledge the limitations of my study.

2 Literature Review

2.1 Political Trust

Trust in political institutions is a fundamental variable to study when discussing democ-
racy. It links citizens to their governments, thereby enhancing the legitimacy and stability
of the political system (Arancibia 2008). Political trust is essential for governance, es-
pecially when political actors have to adopt long-term unpopular policies, perceived as
socially beneficial only in the long term. Political trust, therefore, represents a form of
governance capital (Moisés 2010). Distrust of democratic institutions emerges when there
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is a discrepancy between the preferred and effective performance of democracy (Inglehart
and Welzel 2005).

The study of political trust gained prominence in the mid-20th century, as democ-
racy became more widespread and scholars began questioning the conditions under which
democratic stability could be sustained. Seymour Lipset (1959) introduced the idea that
legitimacy is essential to democracy. Such legitimacy depends partly on its ability to gen-
erate trust by demonstrating fairness and competence. David Easton (1965) expanded
Lipset’s argument by distinguishing diffuse support (trust in institutions and democratic
principles) from specific support (approval of current authorities and policies). Trust in po-
litical institutions is a component of diffuse support, crucial for the endurance of democratic
systems during periods of crisis or dissatisfaction. Thus, trust emerged as the psychological
mechanism that connects citizens to democratic institutions, even when those institutions
fail to deliver short-term policy results.

During the 1970s, the debate evolved further as scholars linked the “crisis of democracy”
not only to economic downturns or political instability, but also to a broader erosion
of citizens’ confidence in democratic institutions. Crozier, Huntington, and Watanuki
(1975) argued that rising expectations, coupled with growing demands on governments,
contributed to a crisis of governability, as institutions struggled to respond effectively.
This insight shifted the focus from institutional design and economic performance alone to
citizens’ perceptions and normative expectations.

In the following years, the literature on political trust evolved not only to theorize about
the importance of citizens’ confidence in the system, but also to explain the mechanisms
through which institutions earn that trust, particularly by ensuring fairness, neutrality,
and procedural legitimacy. Levi (1998) argues that political trust is rooted in what she
terms “quasi-voluntary compliance,” meaning that citizens are willing to pay taxes, obey
laws, and accept political decisions even when they are personally dissatisfied with the
outcomes, as long as they believe the process is fair and institutions are trustworthy.

As seen so far, theorists often conceptualize trust by emphasizing the various benefits it
generates (Misztal 1996). Arancibia (2008) identified a common conceptual ground across
these works by defining political trust as an individual’s belief that an institution will fulfill
its expected functions and behave according to the norms and parameters prescribed for it.
This belief may be grounded in various factors. For Levi (1998), trust depends on citizens’
perceptions that the government treats individuals equitably, applies rules consistently,
and avoids favoritism toward particular groups. When these criteria are not met, citizens
begin to question the legitimacy of the regime and are less willing to cooperate, comply,
and support democratic institutions.

In recent scholarship, trust has been increasingly linked to state performance, partic-
ularly in developing regions. Arancibia (2008) expands Levi’s emphasis on fairness by
highlighting individuals’ perceptions of institutional competence as a complementary and
equally important dimension of trust. While fairness refers to whether institutions act ac-
cording to fair and impartial procedures, competence concerns their capacity to effectively
fulfill their mandates.

Particularly in Latin America, Mainwaring (2006) argues that persistent low levels of
trust stem from the chronic underprovision of public goods, basic services, and welfare.
In contexts where governments fail to guarantee education, healthcare, security, and so-
cial protection, citizens tend to view democratic institutions as unresponsive, biased, and
serving only the interests of privileged elites. This perceived institutional failure not only
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weakens support for democracy but also undermines democratic legitimacy, opening space
for anti-system sentiments, populist leaders, and authoritarian alternatives.

Political trust, therefore, is fundamental to ensuring support for the system. It operates
as a form of governance capital, enabling institutions to govern even under unfavorable
conditions by maintaining citizens’ willingness to comply, cooperate, and support collective
decisions. As the literature shows, trust depends not only on the fairness with which
institutions treat citizens, but also on their competence in delivering public goods and
responding to societal demands. In this sense, the perception of inequality affects both
people’s understanding of the fairness of institutions and their ability to provide a better
quality of life for citizens.

2.2 Democracy and the Promise of Fairness and
Equality

Democracy generates expectations regarding the reduction of inequality, which are tied
to beliefs of fairness and competence within the system. From an egalitarian perspective,
democracy is not merely a system of majority rule, but one that fundamentally promotes
equal political opportunities (Rawls 1971). In this view, democracy is expected to ensure
that all individuals possess not only formal political rights, but also the substantive con-
ditions necessary to exercise them effectively. From this standpoint, democracy would be
linked to fairness, as it should provide equal standing to all members of society in the
political sphere.

Liberal perspectives on democracy also link it to a basic expectation of fairness, grounded
in the expansion of political representation for socioeconomically disadvantaged groups in
unequal societies. In his book “Polyarchy”, Robert Dahl (1971) emphasizes the importance
of inclusion in modern democracies. The author defines inclusion as the expansion of the
circle of full citizens, allowing more people to vote, run for office, form organizations, speak
freely, and access alternative sources of information. Greater inclusion broadens the range
of interests represented, makes governments more responsive, and raises the political costs
of large-scale repression. Inclusion also serves as a means for the government to absorb
new demands into its agenda, as it becomes more responsive to a broader share of the
population.

The inclusive character of democracy was later mobilized by scholars to account for the
effects of democracy on policy provision. Meltzer and Richard (1981) link the consequences
of democracy to a society’s level of inequality and redistribution. The authors argue that
the size of the government (its taxing and transfer capacity) is conditional on the median
voter’s position relative to average income. According to the model, expanding suffrage
and incorporating new voters tend to shift the median voter’s income farther below the
mean, thereby increasing demand for redistribution. There is a trade-off between economic
efficiency and redistribution, and the median voter chooses the level of government that
maximizes their utility. Since individuals below the average income benefit more from
redistribution than from efficiency, highly unequal societies—where the median voter is
far from the mean—should exhibit greater demand for redistribution. Thus, the inclu-
sive character of democracy would serve as a corrective mechanism for unequal societies,
ensuring greater political fairness.
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Recent literature, however, challenges the causal relationship between democracy and
greater equality. Benabou (2000) opposes Meltzer and Richard (1981) by highlighting
differences between redistributive policies in the United States and European countries.
Contrary to the formal model’s predictions, high inequality in the United States has not
produced stronger redistribution; instead, European countries, which are more equal, have
more extensive welfare systems. Benabou argues that in unequal societies, the rich wield
disproportionate political power, enabling them to block redistributive initiatives. As a
result, both the United States and many Latin American countries become stuck in an
“inequality trap”, an equilibrium in which high inequality prevents meaningful redistribu-
tion.

Kelly and Enns (2010) provide empirical support for the idea of an inequality trap
by examining how rising inequality shapes public attitudes toward redistribution. Using
panel data on policy mood and the Gini coefficient from 1952 to 2006, the authors show
that increases in inequality correlate with rising conservatism and declining support for
redistribution among both high- and low-income Americans. Barth, Finseraas, and Moene
(2015) obtain similar results when analyzing partisan strategies: using manifesto data from
120 elections in OECD countries, they find that higher 90/10 wage inequality systematically
predicts less pro-welfare positions among left parties.

The literature has also examined redistribution and inequality policies in the Latin
American context. A recent report by the Inter-American Development Bank (IDB 2024)
shows that Latin America and the Caribbean remain the most unequal region in the world,
where the richest 10 percent earn, on average, twelve times more than the poorest 10
percent. Income inequality declined between the 1990s and early 2010s but has stalled since
2014, with several countries experiencing stagnation or reversals in distributive progress.
From a wealth-inequality perspective, disparities are even deeper: in countries such as
Colombia, Chile, and Uruguay, the top 1 percent controls between 37 and 40 percent of
total wealth.

Holland and Schneider (2017) argue that the recent expansions in welfare policies ob-
served in Latin America constituted an “easy” form of redistribution—characterized by
cheap, layered policies rather than structural reforms. The persistently high levels of
inequality documented by the IDB would reflect the region’s failure to adopt strong, effec-
tive, and transformative redistributive reforms. According to these authors, the inclusive
promise of democracy has not enhanced government responsiveness to redistributive de-
mands; instead, it has locked unequal societies into an inequality trap, exacerbating both
economic and political divides.

Therefore, although democratic theory normatively links democracy to fairness, in-
clusion, and ultimately the reduction of inequality, empirical evidence shows that this
expectation has largely failed to materialize in many unequal societies, particularly in
Latin America. Rather than triggering strong redistributive dynamics, democracy has of-
ten coexisted with—and in some cases reinforced—structural inequality. Latin America
illustrates this phenomenon: even after democratization and expanded political inclusion,
it remains the most unequal region in the world, with persistent and even increasing forms
of socioeconomic inequality.
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2.3 Effects of Inequality on Legitimacy

While the theoretical promise of democracy suggests that democracy should reduce
inequality, empirical evidence in Latin America points to persistent disparities and their
negative impact on favorable perceptions of democracy. Unequal democracies, therefore,
do not always bring more redistribution, as first theorized by Meltzer and Richard (1981).
According to Benabou (2000), Kelly and Enns (2010), Barth, Finseraas, and Moene (2015),
and Holland and Schneider (2017), democracy has actually secured unequal countries in an
inequality trap that aggravates redistribution problems and their social consequences. It
is reasonable to believe that these levels of inequality create frustration and affect people’s
perceptions about democracy.

The literature has long viewed inequality as a threat to democracy. Lipset (1959) first
linked inequality and the health of democracy by arguing that the stability of democracy
depends not only on institutional performance but also on political legitimacy. Such le-
gitimacy relies on the willingness of both winners and losers to accept the results of the
democratic process, trusting that the rules are fair and that they hold some realistic chance
of influencing future outcomes. However, in highly unequal societies, where political and
economic power becomes concentrated, those persistently excluded from decision-making
come to perceive democracy as serving only the interests of privileged groups. This percep-
tion fosters resentment and weakens the belief in the fairness and representativeness of the
system. As a result, inequality undermines the very foundation of democratic legitimacy.

Quantitative research has also advanced this premise. Krieckhaus et al. (2014) identify
inequality as a predictor of people’s support for democracy through a multilevel analysis
of data around the world. According to the authors, individuals have a sociotropic and
retrospective interpretation of inequality: they observe the level of inequality in their
society and conclude that democracy is not effectively providing well-distributed welfare
policies. Using survey data from 1980 to 2000 in 40 countries, they find that the higher
the inequality, the less support people have for democracy.

Inequality is also associated with various flawed dynamics that may harm people’s
beliefs about the democratic system. Uslaner (2015) theorizes that corruption is one of
the primary consequences of highly unequal societies and is associated with distrust in
institutions. Corrupt politicians capture government funds and distribute them to the
political elite while leaving poorer groups with lower service delivery. This pattern fosters
a vicious cycle in which lower service delivery reinforces inequality, leading to increased
corruption and perpetuating the cycle. Policardo and Carrera (2018) provide evidence for
this theory. Using panel data from 50 countries from 1995 to 2015, the authors demonstrate
that inequality is highly associated with corruption.

In the Latin American context, Zmerli and Castillo (2015) examine the political im-
plications of economic inequality. They argue that inequality affects institutional beliefs
at both macro and micro levels, creating segregation, reducing social cohesion, facilitating
corruption, and impacting state capacity, while simultaneously affecting people’s percep-
tions of institutional functioning. Through a multilevel analysis, they demonstrate that
inequality has a negative impact on citizens’ willingness to trust the democratic regime.

Cleary and Stokes (2006) highlight inequality as a possible variable that explains the
variation in the quality of democracy between Argentina and Mexico. Through surveys,
the authors observe a high correlation between inequality, clientelism, and lack of trust in
institutions. It appears to them that inequality fosters clientelism, allowing politicians to
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capture more electoral benefits at a lower cost. Acemoglu and Robinson (2006) and Boix
(2003) present an alternative mechanism linking inequality and low-quality democracy.
The authors argue that equality diminishes the elites’ fear of letting the median voter
decide on taxation, since both groups are closer together in terms of income. Inequality,
thus, not only undermines sociotropic beliefs in democratic institutions but also has a
multiplier effect by fostering flawed dynamics that further distance people from supporting
democracy.

Inequality shapes the broader political environment by fostering perceptions of institu-
tional distance, eroding legitimacy, and enabling dynamics that weaken democratic trust.
Yet, despite its structural impact, inequality cannot, by itself, explain why individuals
exposed to the same national context display such divergent levels of political trust.

2.4 The Importance of Individual Income

Inequality also affects individuals’ self-interested expectations about democracy. It in-
fluences not only their perceptions of the system’s fairness and capacity, but also their
assessment of how fair their own position is within that system. As a result, inequality can
produce non-linear effects on political trust, conditional on individual income. People eval-
uate institutions differently depending on whether they perceive themselves as beneficiaries
or victims of an unequal order.

One of the major consequences of a highly unequal society is the unequal distribution of
political power. This imbalance shapes how individuals, particularly those at the lower end
of the income distribution, perceive democracy and its ability to represent them. Thus,
income inequality affects not only citizens’ general evaluation of how well the political
system functions, but also their perception of their own standing within that system. Dahl
(1971) argues that such inequality can lead poorer citizens to experience frustration, which
may evolve into hopelessness and political apathy.

Income position affects one’s engagement with democratic institutions. Solt (2008)
demonstrated through a multilevel analysis that greater inequality is associated with less
political engagement among those in lower-income positions. The author argues that in-
equality leads to the accumulation of political power in the hands of the wealthy, thereby
diminishing the expected effect of making the government more responsive to poorer popu-
lations. Newman, Johnston, and Lown (2015) find similar results when studying the effects
of income inequality on Americans’ support for meritocracy. Using income as a mediator,
the authors find that, given a certain level of income inequality, lower-income individuals
have lower support for meritocracy. Simultaneously, higher-income individuals tend to
rationalize their wealth position and have a stronger belief in meritocracy.

Income position also affects people’s sentiments toward inequality. Clark and D’Ambrosio
(2015) provide a review demonstrating that individuals’ attitudes toward inequality are
conditioned by their income position. Their synthesis of comparative research shows that
lower-income individuals exhibit heightened sensitivity to information about inequality,
interpreting distributive imbalances as direct threats to their wellbeing and as evidence
of institutional unfairness. In contrast, higher-income individuals tend to rationalize or
legitimize existing disparities, often invoking meritocratic narratives that diminish support
for redistributive reforms. These divergent interpretative frames imply that the political
consequences of inequality are not uniform across the population.
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Understanding these differences is fundamental, given that, even though inequality may
affect everyone’s trust in institutions, it may affect underprivileged and marginalized peo-
ple at a higher rate. Accounting for individual income, therefore, may allow for non-linear
relationships between inequality and trust in national institutions. Individual income al-
lows us not only to understand whether the perception of income inequality affects people’s
beliefs about democracy, but also how it does.

2.5 Individual Perceptions

When discussing political behavior, it is fundamental to tackle the information-based
rationality of the actors. The models mentioned so far assume that individuals are aware
of the benefits of redistribution and objectively assess their country’s level of inequality
and their position in the income distribution. Recent research has begun to question this
assessment, suggesting that citizens may lack information and, consequently, their personal
beliefs may diverge from factual descriptions of the state of the economy (Mahlmeister,
2021).

Gimpelson and Treisman (2018) argue that the supposition that citizens know the level
of inequality, their position in the income distribution, and perceive correctly the changes
in the level of inequality is unrealistic. Through international surveys that cover more
than 100 countries, the authors demonstrate a mismatch between citizens’ perceptions of
the economy’s state and its actual state. Interestingly, the authors also demonstrate that
people at the higher end of the income distribution tend to underestimate their position,
while people in the lower classes tend to overestimate. People tend to believe they are in
the middle of the income distribution.

Mahlmeister (2021) identifies cognitive gaps as one of the main reasons for the lack of de-
mand for redistribution in democratic systems. The author argues that “self-stratification”
would be a more important factor for individuals to understand their expectations toward
the government. According to the author, people have difficulty allocating themselves in
the position of beneficiary or contributor. This dissonance is due to people systematically
overestimating the income needed to be rich and underestimating the income needed to be
poor. Also, individuals within the same objective income group may differ in their degree
of satisfaction and, consequently, place themselves at different levels on the socioeconomic
hierarchy. From this perspective, self-stratification reflects one’s personal assessment of
how satisfied they are with their level of income.

Therefore, the relationship between inequality, income, and political trust is not as di-
rect as it seems. While inequality provides the broader context that shapes expectations
of fairness and institutional performance, individuals interpret this context through sub-
jective and often inaccurate perceptions of their own economic position. As the literature
shows, citizens frequently misread both the overall level of inequality and their placement
within the distribution.

At the macro level, democracies, particularly in Latin America, have struggled to fulfill
their normative promise of reducing inequality, producing instead conditions that erode
legitimacy, weaken diffuse support, and foster dynamics such as corruption, clientelism,
and elite capture. These processes hinder citizens’ perceptions of state competence and
fairness, diminishing trust in national institutions. Yet, these structural explanations can-
not fully account for the substantial variation in political trust observed among individuals
living under the same national conditions. Research on income heterogeneity and subjec-
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tive perceptions indicates that citizens interpret inequality through the lens of their own
socioeconomic standing, which is often biased or factually incorrect. It is not yet clear how
these subjective perceptions translate into differentiated levels of political trust.

3 Research Design

3.1 Argument

I argue that if people continue to perceive the state as unfair and incompetent in creating
better conditions for its citizens, they will continue to distrust the system in which they
live. Inequality hinders the legitimacy of the system and is also associated with flawed
dynamics, as it instigates suboptimal democratic performance. It allows politicians to
capture electoral benefits at a lower cost, heightening the incentives for clientelism (Cleary
and Stokes 2006). Inequality also encourages corruption, as it provides the elite with
greater means to influence political institutions and use them to their advantage (Uslaner
2015). Moreover, it undermines the delivery of public goods by concentrating resources in
fewer hands and facilitating the provision of unconstitutional private goods.

Perceptions of economic inequality are closely intertwined with these mechanisms be-
cause they mediate how individuals internalize and respond to distributive imbalances.
While objective economic disparities shape institutional dynamics, it is individuals’ sub-
jective and often biased perceptions that ultimately influence their attitudes toward polit-
ical institutions. When individuals perceive inequality as high, their trust in institutions
declines, as they no longer believe that their welfare is secured or that public goods are
distributed fairly.

This framework presents a puzzle: perceptions of inequality do not necessarily stimulate
support for the democratic system, despite democracy being the institutional arrangement
theoretically best equipped to reduce inequality. Instead, individuals often interpret high
inequality as evidence of democratic failure. As citizens become more aware of economic
injustice, they may see it not as a challenge to be remedied through democratic processes,
but as proof that institutions are ineffective or unresponsive. The main hypothesis is
therefore specified as:

H1: Perception of inequality is associated with lower levels of trust in national
institutions.

To test the non-linearity of the relationship between perceived inequality and political
trust, I propose a second hypothesis that incorporates individuals’ self-positioning in the
income distribution as a moderating variable. As discussed previously, inequality affects
people differently depending on their relative income position. Inequality concentrates
power at the top and reinforces the very processes it generates. Unlike the first hypothesis,
which assumes that individuals have sociotropic interests in reducing inequality, the second
hypothesis assumes that individuals hold egoistic preferences and will therefore be less
affected by perceived inequality if they believe they benefit from it. The choice of income
self-positioning reflects the relative nature of egoistic preferences: individuals evaluate their
satisfaction and political attitudes partly by comparing their standing to that of their peers.
The second hypothesis is thus defined as:
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H2: Individual self-positioning in the income distribution moderates the effect
of perceived economic inequality on trust in national institutions.

3.2 Empirical Strategy

To assess my first hypothesis, I will perform a multiple OLS with an aggregated trust
index as the outcome variable. OLS is an appropriate choice for this analysis because the
data are cross-sectional and the dependent variable is essentially continuous, given that
it represents the average level of trust an individual reports across several political insti-
tutions. Moreover, OLS estimators with heteroskedasticity-robust and country-clustered
standard errors remain reliable even when the distributional assumptions of normality are
not fully met in survey data (Wooldridge 2010; Angrist and Pischke 2009). OLS is also
widely used in public opinion models (Zmerli and Castillo 2015; Dalton 2017). The first
model is specified as follows:

PTi = β0 + β1IFi + β3Xi + εi (3.1)

Where PT is an individual’s personal trust, IF is their perception of fairness in the
income distribution, and X represents individual controls, such as sex, religion, class,
race, political ideology, education, age, type of employment, and a dichotomous variable
that takes the value of 1 when the individual is a beneficiary of the government’s social
programs. These controls follow the dominant literature on public opinion and political
trust (Catterberg and Moreno 2006; Carlin, Singer, and Zechmeister 2015).

As a robustness check, I will also perform a series of logistic regression analyses, one
with each of the different institutions that compose the political trust index as the re-
sponse variable. The main objective is to validate the significance and the direction of my
hypothesis across the models and institutions.

To account for H2, I will estimate a regression with a heterogeneous effect by self-
positioning in the income distribution. This enables me to assess whether the impact of
perceived inequality on political trust is conditioned by citizens’ relative economic position.
I will include an interaction between inequality and self-positioning in an OLS of political
trust, with individual controls and country fixed effects. A significant interaction would
indicate that the effect of inequality on trust is moderated by individuals’ understanding
of their position in the income distribution. The second model is specified as follows:

PTi = β0 + β1IFi + β2SPi + β3(IFi × SPi) + β4Xi + εi (3.2)

Where SP stands for the individual’s self-positioning in the income distribution, and
IF × SP is the interaction term that accounts for moderation.

The decision to use self-assessed economic position, rather than the interviewer’s clas-
sification, aligns with the literature (Gimpelson and Treisman 2018; Mahlmeister 2021).
Individuals’ assessments of the political system in which they live are inherently subjec-
tive, just as their self-positioning within the economic structure. By using self-reported
measures, the model captures respondents’ subjective evaluation of how favorable their
position is within the economic system. Nonetheless, I will also estimate the same model
using the interviewer’s assessment of the respondent’s socioeconomic status to test whether
the heterogeneous effect persists when using a more objective measure.
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3.3 Dependent Variable

A fundamental question when treating institutional trust as the dependent variable is
how to measure it. Political trust is a latent construct that reflects individuals’ confidence
in the institutional system as a whole. In this context, the dataset provides multiple indi-
cators, including trust in the national government, the president, congress, the judiciary,
and electoral institutions. This allows us to develop a composite index that aggregates
these measures into a single construct.

Political trust has a formative nature (Saiani et al. 2024), meaning that trust in each
institution –more specifically, the government, executive, congress, judiciary, and electoral
institutions– constitutes the overall concept of political trust. Removing any of these
indicators would alter the meaning of the construct, because political trust essentially
represents confidence in the institutional system as a whole. In such cases, using a simple
average is recommended to compute the latent variable (Jarvis et al. 2003).

Additionally, calculating political trust using an average enables us to conduct ro-
bustness checks. Specifically, we can estimate separate logit models using trust in each
institution as the dependent variable and compare the results to those obtained using the
aggregated index. This strategy helps assess whether the overall construct behaves consis-
tently with its individual components and whether there is some level of granularity in the
relationship between trust in institutions and observed fairness in the income distribution.

4 Data

The dataset is given by the Latinobarómetro (2023) survey. The Latinobarómetro is
an annual public opinion survey conducted across 18 Latin American countries, designed
to measure citizens’ attitudes, values, and behaviors in the region. The chosen year is
2023, reflecting the most recent manifestation of institutional trust available. This round
of the survey also includes a specific question on how fairly the individual perceives the
distribution of income in their country. This formulation allows us not only to study the
individual understanding of the income distribution, but also their moral interpretation
behind it. The choice of a single year is beneficial for isolating possible year effects, as
respondents change each year and individual-level observations cannot be tracked over
time. The analysis relies on cross-sectional data. The survey also provides weights that
ensure a representative sample of each country, which are incorporated in every model.
The final dataset comprises 13,754 observations, with an average of 764 respondents per
country, excluding missing values. The main survey questions used in the analysis are
presented in Table 4.1.
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Table 4.1: Main survey items used in the analysis

Name Label Question Responses

Income
distribution
fairness

P17ST How fair do you think is the
distribution of income in
(COUNTRY)?

1. Very fair; 2. Fair;
3. Unfair; 4. Very
unfair.

Self-positioning in
the income
distribution

S2 People sometimes describe
themselves as belonging to a
social class. Would you describe
yourself as belonging to:

1. Upper class; 2.
Upper-middle class; 3.
Middle class; 4.
Lower-middle class; 5.
Lower class.

Interviewer’s
assessment of
socioeconomic
position

S24 Assessment of the interviewee’s
socioeconomic level. Reference
criteria include quality of
dwelling, furniture, and general
appearance.

1. Very good; 2.
Good; 3. Average; 4.
Bad; 5. Very bad.

Trust in the
National Congress

P13ST.D Would you say you have a lot,
some, a little, or no trust in the
National Congress?

1. A lot; 2. Some; 3.
Little; 4. No trust.

Trust in the
National
Government

P13ST.E Would you say you have a lot,
some, a little, or no trust in the
National Government?

1. A lot; 2. Some; 3.
Little; 4. No trust.

Trust in the
Judiciary

P13ST.F Would you say you have a lot,
some, a little, or no trust in the
Judiciary?

1. A lot; 2. Some; 3.
Little; 4. No trust.

Trust in the
President

P13ST.I Would you say you have a lot,
some, a little, or no trust in the
President?

1. A lot; 2. Some; 3.
Little; 4. No trust.

Trust in the
electoral
institutions

P13ST.H Would you say you have a lot,
some, a little, or no trust in the
electoral institutions?

1. A lot; 2. Some; 3.
Little; 4. No trust.

As stated before, the dependent variable, political trust, is operationalized by aggregat-
ing the survey items that measure trust in the judiciary, congress, the national government,
electoral institutions, and the president. All variables are measured on a 1–4 ordinal scale,
where 1 corresponds to “a lot of trust” and 4 to “no trust.” For interpretability, this scale
is reversed so that higher values indicate higher levels of trust. These indicators are then
combined using a simple mean. After this procedure, the distribution of the dependent
variable is given as follows:
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Figure 4.1: Distribution of the political trust index

Figure 4.1 indicates that a substantial share of individuals report values between 1.0
and 1.5, reflecting very low levels of institutional trust. As the level of trust increases,
the frequency of observations decreases steadily, suggesting that moderate to high trust
(values above 2.5) is comparatively rare in the sample. This pattern provides descriptive
evidence of a generalized climate of institutional distrust across the region, consistent with
previous findings on Latin American political attitudes (Pecorari and Cuesta 2023). The
limited presence of higher trust values further reinforces the notion that trust in core
democratic institutions is not evenly distributed, but instead clustered at the bottom of
the scale. This may have methodological implications, such as potential non-normality of
residuals and the possibility of floor effects, which will be addressed through the use of
robust standard errors.

Income distribution fairness is the primary explanatory variable, capturing individuals’
subjective assessment of inequality. This variable is operationalized in two ways. First, it
is recoded into a dichotomous measure, where “Very fair” and “Fair” are coded as 0, and
“Unfair” and “Very unfair” as 1. Coding unfairness as 1 facilitates the interpretation of
the coefficient, as it reflects the effect of perceiving the income distribution as unfair on
institutional trust.

Second, the variable is used as a categorical measure, preserving all four response cate-
gories. To incorporate it into the regression model, I create dummy variables corresponding
to each category. To avoid the dummy variable trap (perfect multicollinearity), only the
categories “Fair”, “Unfair”, and “Very unfair” are included in the model, while “Very fair”
is used as the reference group. This approach not only prevents multicollinearity but also
maintains the ordered nature of the variable, allowing the coefficients to be interpreted
relative to the lowest perceived level of unfairness.
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Figure 4.2: Distribution of perceived fairness in income distribution

The distribution of this variable is shown in Figure 4.2. The distribution of responses
reveals that perceptions of distributive unfairness are overwhelmingly predominant in Latin
America. While only a small minority of respondents consider the income distribution to
be “very fair” (3.3%) or “fair” (17.9%), the vast majority perceive it as “unfair” (50.8%)
or “very unfair” (27.9%). This suggests that perceptions of distributive injustice are a
widespread sentiment across the population. From a modeling perspective, this unbal-
anced distribution supports the substantive relevance of the variable but also presents
methodological implications. While the variation across categories is sufficient for regres-
sion analysis, the very small size of the “very fair” category warrants cautious interpretation
when it is used as the baseline in categorical models. Nonetheless, retaining it as the refer-
ence category remains theoretically appropriate, as it represents the normative benchmark
against which perceptions of unfairness should be contrasted.

The individual’s self-assessment of their position in the income distribution is primarily
used in the second model, designed to test the second hypothesis. In the baseline model,
income self-positioning is included as a control variable. This variable is relevant to un-
derstanding how individuals’ perceived relative economic level interacts with the effect of
perceived unfairness in income distribution on political trust. It consists of five categorical
levels: “Upper class”, “Upper-middle class”, “Middle class”, “Lower-middle class”, and
“Lower class”. For interpretative clarity, “Middle class” is used as the reference category,
as it represents the central point of the distribution.
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Figure 4.3: Self-assessed position in the income distribution

Figure 4.3 displays the distribution of respondents across the five income self-placement
categories. As expected by Gimpelson and Treisman (2018), most individuals position
themselves at the center of the income distribution. The vast majority of respondents
identify as either “Middle class” (43.6%) or “Lower-middle class” (28.40%). In contrast,
only a small share place themselves in the “Upper-middle class” (7.6%) or “Upper class”
(3.2%), suggesting that few individuals perceive themselves as belonging to the top of
the income hierarchy. Interestingly, the proportion of respondents who self-identify in the
lower segments (“Lower” and “Lower-middle”) is substantially higher than those who place
themselves in the upper segments, indicating a tendency for individuals to perceive their
relative economic situation as modest rather than privileged.

The interviewer’s assessment of the respondent’s economic situation is used as a more
externally grounded indicator, enabling comparison with the results obtained using self-
assessed income position. This variable is available because the Latinobarómetro survey is
conducted face-to-face, which allows interviewers to visually observe the living conditions
of respondents. Although this measure is also subject to subjective judgment, the use of
standardized criteria and interviewer training is expected to reduce individual bias and
provide a somewhat more objective evaluation. Unlike the self-placement variable, this
assessment is not organized into social class categories but rather into five levels: “Very
good,” “Good,” “Average,” “Bad,” and “Very bad.” Therefore, it does not express individ-
uals’ relative position within their country’s income distribution. Nonetheless, it remains
analytically useful, as it captures the respondent’s economic condition. In this case, the
reference level is “Average”, as it represents the center of the distribution.

16



Figure 4.4: Interviewer-assessed socioeconomic level

Figure 4.4 displays the distribution of the interviewer’s assessment of respondents’ so-
cioeconomic level. The majority of individuals are classified as either “Good” (approx-
imately 42.3%) or “Average” (around 35.8%). A smaller share is categorized as “Very
good” (13.5%), while only a small proportion are assessed as “Bad” (7.2%) or “Very bad”
(1%). This pattern suggests that, from an external observational perspective, most respon-
dents are perceived to have acceptable or moderate living conditions, with only a marginal
portion visually identified as being in severe deprivation. Compared to the self-assessed
distribution, this external evaluation shows a slightly more optimistic perspective, with
a higher concentration toward the “Good” category and fewer individuals in the lower
categories.

This discrepancy is informative: while self-assessment reflects how individuals feel about
their relative economic position, interviewer assessment captures a more external, objective
judgment. The contrast between the two measures enables the analysis to disentangle
perceptions of relative deprivation from material living conditions, helping to shed light
on whether political trust is influenced more by subjective feelings of inequality or by
objectively observable socioeconomic status.

Finally, the models include a set of individual-level control variables, such as race,
social class, sex, religion, age, education, type of employment, political ideology (left–
right self-placement), country, and participation in social transfer programs. Age is the
only continuous variable, ranging from 16 to 93 years of age. The remaining variables
are treated as categorical, even when they present a natural ordering. The decision to
treat ordinal variables such as education as categorical is based on their limited variability,
which prevents them from being meaningfully interpreted as continuous. Consequently,
each level of response is treated as a distinct category. For purely categorical variables,
I create dummy variables according to analytical needs: (i) a full set of dummies when
variation across categories is required, such as for religion or employment type; and (ii) a
single dummy when only the presence or absence of a characteristic is relevant, such as
participation in social transfer programs or sex.
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5 Results

Table 5.1 presents the results for the models associated with the first hypothesis, using
a dichotomous measure of distributive fairness. All models report standard errors clustered
at the country level. Model 1 is a baseline specification without control variables; Model
2 incorporates individual-level controls; and Model 3 additionally includes country fixed
effects. Across all three models, the coefficients for the main independent variable are
negative, as theoretically expected, and statistically significant at the 1% level.

In this first set of models, the main explanatory variable is a dummy that takes the
value 1 when respondents perceive the income distribution in their country as “unfair” or
“very unfair”. In the most demanding specification (Model 3), this perception is associated,
on average, with a 0.506-point decrease in the institutional trust index.

Table 5.1: Institutional Trust Models – Dichotomous Fairness

Average trust in institutions

(1) (2) (3)

Perceived unfairness −0.616∗∗∗ −0.597∗∗∗ −0.506∗∗∗

(0.074) (0.073) (0.053)

Indiv. controls × ✓ ✓
Country FE × × ✓

Observations 13,754 13,754 13,754
R2 0.107 0.140 0.242
Adj. R2 0.107 0.137 0.238
Res. Std. Error 0.728 0.716 0.673
F Statistic 1,648.832 51.901 73.943

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

Standard errors clustered by country (HC1).

Table 5.2 reports the same model specifications, still with standard errors clustered
by country, but now the main independent variable is disaggregated into the four ordered
response categories. The original survey responses are preserved to capture the gradation
of perceived unfairness, and the category “very fair” is selected as the reference, as it
represents the lowest perceived level of inequality. This specification therefore maintains
the ordinal nature of the variable in the model.

The results in Table 5.2 are consistent with those reported in Table 5.1. In the fully
specified model with individual controls and country fixed effects (Model 3), all categories
show negative and statistically significant effects compared to “very fair”, and the mag-
nitude of the coefficients increases as perceived unfairness intensifies. Perceiving income
distribution as “fair” when compared to “very fair” is associated, on average, with a 0.087-
point decrease in institutional trust. Viewing the distribution as “unfair” corresponds to a
0.517-point reduction, while perceiving it as “very unfair” is associated with a 0.708-point
decrease in the trust index.
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Table 5.2: Institutional Trust Models – Ordinal Fairness

Average trust in institutions

(1) (2) (3)

Fair −0.077 −0.069 −0.087∗∗

(0.062) (0.049) (0.040)
Unfair −0.608∗∗∗ −0.582∗∗∗ −0.517∗∗∗

(0.086) (0.078) (0.057)
Very unfair −0.813∗∗∗ −0.793∗∗∗ −0.708∗∗∗

(0.101) (0.098) (0.075)

Indiv. controls × ✓ ✓
Country FE × × ✓

Observations 13,754 13,754 13,754
R2 0.120 0.154 0.253
Adj. R2 0.120 0.151 0.249
Res. Std. Error 0.723 0.710 0.668
F Statistic 625.047 55.259 75.944

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

Standard errors clustered by country (HC1).

Only coefficients for the main fairness categories are shown.

Table 5.3 presents the results for the logistic models, in which each institution enters
separately as the dependent variable. Because the questions on trust have four response
options (“a lot”, “some”, “little”, and “no trust”), the dependent variables were recoded
into dichotomous indicators that take the value 1 when the respondent tends to trust the
institution (“a lot” or “some”) and 0 when they report little or no trust. All models
include individual-level controls and country fixed effects, and thus correspond to the most
demanding specification estimated in this paper. The main model is the one in which the
dependent variable is trust in the national government, which is expected to approximate
most closely the latent construct of political trust.

Across all institutional models, the coefficients associated with perceived distributive
unfairness are negative and statistically significant, indicating that respondents who con-
sider income distribution unfair are systematically less likely to report trusting the cor-
responding institution. The sign and significance of the coefficients are consistent across
institutions, although their magnitude varies. The estimated effect is comparatively weaker
for electoral institutions (for which β̂ ≈ −0.87) and for the judiciary (with β̂ ≈ −0.98) than
for the executive arenas, but the general pattern of lower trust among those who perceive
distributive unfairness remains robust.
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Table 5.3: Logistic Institutional Trust Models – Dichotomous Fairness

Trust in institution

Government Congress President Judiciary Electoral inst.
(1) (2) (3) (4) (5)

Perceived unfairness −1.243∗∗∗ −1.010∗∗∗ −1.226∗∗∗ −0.981∗∗∗ −0.870∗∗∗

(0.048) (0.049) (0.050) (0.047) (0.047)

Indiv. controls ✓ ✓ ✓ ✓ ✓
Country FE ✓ ✓ ✓ ✓ ✓

Observations 13,754 13,754 13,754 13,754 13,754
Log Likelihood −7,165.217 −6,934.751 −7,464.331 −7,668.461 −8,145.986
Akaike Inf. Crit. 14,450.430 13,989.500 15,048.660 15,456.920 16,411.970

Note: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01. Logit coefficients reported as log-odds.

Table 5.4 presents the results for the models related to the second hypothesis. In this
specification, perceived fairness is again transformed into a dichotomous variable, taking
the value of 1 when the respondent reports that the income distribution in their country
is unfair. Self-assessed economic position is measured with five original categories (“upper
class,” “upper-middle class,” “middle class,” “lower-middle class,” and “lower class”) and
is included as a set of dummies, with “middle class” as the reference category. The model
includes both the main effects of perceived unfairness and the interaction terms between in-
equality perception and self-assessed economic position. The coefficients therefore capture
the estimated change in political trust associated with perceiving the income distribution
as unfair, conditional on the respondent’s income self-placement and relative to those who
identify as middle class.

Among the interaction terms, only the one associated with respondents who self-identify
as lower class reaches conventional levels of statistical significance. The estimated coeffi-
cient for this interaction is negative and indicates that, among individuals who perceive
income distribution as unfair, those who also place themselves at the lowest end of the
economic hierarchy experience an additional decrease of 0.120 points in political trust,
compared to middle-class respondents.
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Table 5.4: Heterogeneous Effect of Fairness by Subjective Class (Country FE)

Average trust in institutions
(Clustered by country)

Fairness perception −0.501∗∗∗

(0.056)
Fairness × Class: Upper 0.002

(0.092)
Fairness × Class: Upper-middle 0.043

(0.062)
Fairness × Class: Lower-middle 0.034

(0.054)
Fairness × Class: Lower −0.120∗∗

(0.048)

Individual controls ✓
Country fixed effects ✓

Observations 13,754
R2 0.242
Adjusted R2 0.239
Residual Std. Error 0.673
F Statistic 69.497

Note: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

OLS model with country fixed effects and heterogeneous effects.

Standard errors clustered by country (HC1).
Middle class is the reference group.

Table 5.5 presents the same specification, but replaces self-assessed income position
with the interviewer’s assessment of the respondent’s socioeconomic status. According to
Latinobarómetro (2023), this evaluation is based on observable characteristics such as the
quality of the dwelling, furniture, and the respondent’s general appearance. The variable
contains five response categories: “very good,” “good,” “average,” “bad,” and “very bad,”
with “average” used as the reference category. In this model, none of the interaction terms
between perceived unfairness and interviewer-assessed status are statistically significant,
while the main effect of unfairness remains negative and significant.

21



Table 5.5: Heterogeneous Effect of Fairness by Interviewer’s Assessment (Country FE)

Average trust in institutions
(Clustered by country)

Fairness perception −0.539∗∗∗

(0.051)
Fairness × Assessment: Very good 0.032

(0.047)
Fairness × Assessment: Good 0.046

(0.030)
Fairness × Assessment: Bad −0.013

(0.054)
Fairness × Assessment: Very bad 0.007

(0.200)

Individual controls ✓
Country fixed effects ✓

Observations 13,754
R2 0.238
Adjusted R2 0.234
Residual Std. Error 0.675
F Statistic 67.703

Note: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

OLS model with country fixed effects and heterogeneous effects.

Standard errors clustered by country (HC1).
Reference category: Average interviewer assessment.

6 Discussion

Taken together, the results for H1 indicate that perceptions of distributive unfairness
are associated with lower levels of institutional trust. The OLS models with an aggregated
index of political trust show that individuals who perceive income distribution as unfair
display, on average, a reduction of around half a point in trust on a 1 - 4 scale. When
the full four-category measure of perceived fairness is used, the coefficients follow a clear
monotonic pattern: as perceived unfairness intensifies from “fair” to “unfair” and “very
unfair,” political trust declines steeply. Notably, the coefficient for ‘fair’ is modest in size,
indicating a mild reduction in trust. Although smaller than the effects for ‘unfair’ and
‘very unfair,’ it still points in the same direction, suggesting that even those who view the
distribution as merely ‘fair’ are somewhat less trusting than the fully satisfied reference
group.

The logistic models using trust in each institution separately reinforce this conclusion.
Perceived unfairness reduces the probability of trusting all institutions considered. The
comparatively weaker effect for electoral institutions and judiciary suggests that bodies
perceived as more technocratic and procedural may be partially shielded from the erosion
of trust linked to distributive grievances. Nonetheless, the fact that all institutions are
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affected supports conceptualizing political trust as a systemic, latent construct rather than
as a set of disconnected attitudes toward isolated organizations.

Substantively, these findings are consistent with the argument that, in unequal democ-
racies such as those in Latin America, perceptions of distributive injustice undermine
citizens’ trust the political institutions in their countries. Rather than mobilizing demands
for redistribution, dissatisfaction with inequality appears to translate into a generalized
withdrawal of confidence.

The results for H2 highlight the importance of individuals’ subjective position in the
income distribution in shaping how inequality perceptions translate into institutional dis-
trust. When self-assessed class position is interacted with perceived unfairness, the only
statistically significant interaction refers to respondents who identify as lower class. For
this group, the negative effect of perceiving income distribution as unfair on political trust
is significantly larger than for those who see themselves as middle class. This pattern
is consistent with the idea that inequality has both sociotropic and egoistic components.
Perceiving income distribution as unfair is already associated with less trust for most re-
spondents, but when this perception is combined with a sense of being at the very bottom
of the income hierarchy, the political consequences are amplified. In this sense, subjective
economic vulnerability intensifies the erosion of trust in institutions.

By contrast, when interviewer-assessed socioeconomic status is used, none of the inter-
action terms reach statistical significance. The absence of heterogeneous effects based on
this more objective indicator aligns with the theoretical claim that what matters most for
political attitudes is not individuals’ actual position in the income distribution, but rather
how they perceive and interpret their place within it. This result aligns with research in-
dicating systematic misperceptions of relative income position, suggesting that theories of
political behavior cannot assume citizens possess accurate and complete information about
their economic standing.

Overall, the comparison between self-assessed and interviewer-assessed position under-
scores the central role of subjective interpretations of inequality. Institutional trust appears
to respond more strongly to perceived disadvantage than to externally observable socioe-
conomic conditions, reinforcing the view that the political consequences of inequality are
mediated by perceptual mechanisms rather than by material status alone.

7 Conclusion

In sum, this paper has shown that perceptions of distributive unfairness are associated
with a generalized erosion of institutional trust in Latin America. Drawing on Latino-
barómetro 2023, I argued and found that citizens who believe income is unfairly distributed
are less likely to trust core political institutions, including the presidency, congress, the na-
tional government, electoral institutions, and the judiciary. Far from mobilizing citizens
to use democracy as an instrument to demand redistribution, perceived inequality in the
region is more often associated with disappointment and withdrawal of confidence in the
very institutions that should channel such demands.

The hypothesis that perception of inequality is associated with less political trust was
not rejected. When the full categorical range of perceived fairness is used, the effect follows
a monotonic pattern: political trust decreases steadily as perceptions move from very fair,
to fair, to unfair, and very unfair. Logistic models using trust in each institution separately
confirm that distributive unfairness depresses the probability of trusting every institution
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examined, even if the effect is somewhat weaker for bodies perceived as more technocratic
or procedural, such as electoral institutions. Taken together, these results reinforce the idea
that political trust is best understood as a latent construct. Dissatisfaction with economic
fairness does not remain confined to a single organization but extends across the entire
institutional architecture of democracy. Therefore, the evidence consistently supports the
hypothesis that perceived inequality is linked to less political trust.

The results for the second hypothesis show who is most affected by perceived inequality.
The interaction models show that the negative impact of perceived unfairness on institu-
tional trust is significantly amplified among respondents who place themselves in the lower
class. This pattern supports the idea that inequality contains both sociotropic and egoistic
dimensions. Perceiving income distribution as unfair depresses trust for most respondents,
but the effect becomes stronger when combined with the perception of personal disadvan-
tage in the income hierarchy.

The contrast between self-assessed income position and interviewer-assessed status un-
derscores the central role of subjectivity in this process. When economic position is mea-
sured through external observation, the heterogeneous effects of perceived inequality on
trust disappear, even though the main negative effect of unfairness remains. This suggests
that it is not objective socioeconomic status that conditions the political consequences of
inequality, but rather how individuals interpret and locate themselves within the distri-
bution. The results show that political behavior cannot be understood by assuming that
citizens possess accurate information about their economic standing. Instead, perceptions
are what connect material conditions to attitudes toward institutions.

This study presents important contributions to the understanding of how perceived in-
equality erodes institutional trust in Latin America. However, several limitations constrain
both the methodological scope and the broader interpretability of the findings. Firstly, be-
cause the analysis relies on cross-sectional survey data from Latinobarómetro 2023, the re-
sults capture only correlational associations between perceived inequality and institutional
trust. It is not possible to establish causal direction. Individuals who distrust institutions
may become more likely to perceive inequality as unfair, rather than inequality perceptions
eroding trust.

Secondly, institutional trust is operationalized as the simple average of a set of four-
point ordinal items. While this is a common practice in the literature, it implies treating
ordinal responses as approximately continuous and assumes that the underlying construct
is measured equivalently across countries. Finally, the distribution of perceived fairness
in income distribution is extremely unbalanced: only a small minority of respondents de-
scribe income distribution as “very fair” or “fair,” while the vast majority classify it as
“unfair” or “very unfair.” This skewed distribution implies that estimates for the most
optimistic categories are based on relatively few observations and may therefore be unsta-
ble. Substantively, it also means that the estimated relationships largely reflect variation
within a context of widespread pessimism about distributive justice, limiting the ability to
generalize the findings to societies in which most citizens perceive income distribution as
relatively fair.

Still, this study’s findings have important implications for our understanding of democ-
racy in Latin America. Institutional trust serves as a form of governance capital, enabling
governments to implement complex and often unpopular policies that yield benefits only
in the long term. When perceptions of distributive unfairness erode this trust, especially
among the most economically vulnerable, democratic regimes risk entering a vicious cycle
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in which inequality undermines confidence in institutions. Weakened institutions struggle
to respond effectively, and their failure further reinforces both inequality and distrust. In
fragile or recently consolidated democracies, such as many in Latin America, this dynamic
may open space for anti-system appeals or leaders who promise immediate material relief
at the expense of institutional norms.

This study opens several avenues for future research. A next step is to test whether
perceived inequality affects diffuse support for democracy itself, rather than only trust
in institutions. Longitudinal and experimental designs would also be valuable to address
the problem of causal direction. Integrating objective measures of income distribution
and mobility with subjective perceptions would allow researchers to assess when and why
misperceptions are most politically consequential. By advancing these research agendas,
we can better identify the conditions under which unequal democracies may reduce the
political consequences of inequality and strengthen institutional trust.
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9 Appendix

Table 9.1: Descriptive Statistics – Numeric Variables

N Mean SD Min Max

trust 13,754 2.057 0.772 1 4
age 13,754 40.867 16.188 16 93
sex 13,754 0.498 0.500 0 1
beneficiary 13,754 0.304 0.460 0 1
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Table 9.2: Institutional Trust Models

Dichotomous Fairness (OLS Standard Errors)

Average trust in institutions

(1) (2) (3)

Perceived unfairness -0.616∗∗∗ -0.597∗∗∗ -0.506∗∗∗

(0.015) (0.015) (0.015)

Indiv. controls × ✓ ✓
Country FE × × ✓

Observations 13,754 13,754 13,754
R2 0.107 0.140 0.242
Adj. R2 0.107 0.137 0.238
Res. Std. Error 0.728 0.716 0.673
F Statistic 1,648.832 51.901 73.943

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

Standard (non-clustered) OLS standard errors reported.

Only coefficients for Perceived unfairness are shown.

Table 9.3: Institutional Trust Models – Ordinal Fairness (OLS Standard Errors)

Average trust in institutions

(1) (2) (3)

Fair -0.077∗∗ -0.069∗ -0.087∗∗

(0.037) (0.036) (0.034)
Unfair -0.608∗∗∗ -0.582∗∗∗ -0.517∗∗∗

(0.035) (0.035) (0.033)
Very unfair -0.813∗∗∗ -0.793∗∗∗ -0.708∗∗∗

(0.036) (0.035) (0.034)

Indiv. controls × ✓ ✓
Country FE × × ✓

Observations 13,754 13,754 13,754
R2 0.120 0.154 0.253
Adj. R2 0.120 0.151 0.249
Res. Std. Error 0.723 0.710 0.668
F Statistic 625.047 55.259 75.944

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

Standard (non-clustered) OLS standard errors reported.
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Table 9.4: Heterogeneous Effect of Fairness by Subjective Class

(OLS Standard Errors)

Average trust in institutions

(1)

Fairness perception -0.501∗∗∗

(0.021)
Fairness × Class: Upper 0.002

(0.071)
Fairness × Class: Upper-middle 0.043

(0.050)
Fairness × Class: Lower-middle 0.034

(0.035)
Fairness × Class: Lower -0.120∗∗∗

(0.042)

Indiv. controls ✓
Country FE ✓

Observations 13,754
R2 0.242
Adj. R2 0.239
Res. Std. Error 0.673
F Statistic 69.497

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

OLS model with country fixed effects. Standard (non-clustered) errors reported.

Middle class is the reference group.
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Table 9.5: Heterogeneous Effect of Fairness by Interviewer’s Assessment

(OLS Standard Errors)

Average trust in institutions

(1)

Fairness perception -0.539∗∗∗

(0.024)
Fairness × Assessment: Very good 0.032

(0.044)
Fairness × Assessment: Good 0.046

(0.033)
Fairness × Assessment: Bad -0.013

(0.055)
Fairness × Assessment: Very bad 0.007

(0.130)

Indiv. controls ✓
Country FE ✓

Observations 13,754
R2 0.238
Adj. R2 0.234
Res. Std. Error 0.675
F Statistic 67.703∗∗∗

Notes: ∗p< 0.1; ∗∗p< 0.05; ∗∗∗p< 0.01.

OLS model with country fixed effects. Standard (non-clustered) errors reported.

Reference category is Average interviewer assessment.
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