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Choice of Reference Groups and their Motivation

Yoshio IIDA

Abstract

Numerous empirical and experimental studies have shown that financial comparisons re-
vealed by surveys, influence people’s sense of their comparative welfare. However, almost no
studies have investigated the relevant benchmarks considered by individuals in making their
comparisons. Iida (2009) conducted a questionnaire survey and found that people tend to identify
individuals in the same occupation and of the same age group as their benchmark. Although the
study showed that a considerable number of individuals based their comparisons on statistical
values, i.e. average income, it does not reveal the details of the statistics referred by them.
Furthermore, the study did not clarify as to why people are inclined to base comparisons on oc-
cupation and age. Do people select these comparisons because they wish to know, or is it merely
that the cost of the information is low? To find an answer to these questions, I asked by means
of a questionnaire, what kind of comparisons people referenced and what information they re-
quire if it was provided free of cost. The results demonstrated that people are most interested in
benchmarking their situation with the people of the same age and occupation group. Moreover,
this study suggests that peer group comparison is not the sole benchmark for determining rela-
tive financial wellbeing. In fact, considerable ratio of responders want information about those in-
dividuals who is in different age and occupation group and earn higher incomes even though

such comparisons are difficult and may provide disutility to them.

Keywords : Questionnaire Survey, Relative Income, Income Differencial, Reference Group,

Prospect Theory

23



