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Dear Colleagues and Friends, 
 

 

 

On the behalf of the Organizing Committee, I would like to express a warm welcome to you at the 

2015 IAREP-SABE Joint Conference in Sibiu, Romania! 

IAREP-SABE Joint Conference is a four-day scientific conference, covering the most current topics of 

Economic Psychology and Behavioral Economics research. It brings more than one hundred and fifty 

participants to Romania, from thirty countries all over the World. As you will see in the program, the 

conference offers thirty-four parallel sessions, plenary, symposia and poster presentations. 

Our hope is that you will spend a pleasant time in the mysterious land “beyond the woods”, meet old 

and new friends, and participate to scientific and social events. 

Take care about vampires and other legendary mysteries of these mountains and enjoy especially 

The Boat Trip… 

On the behalf of all organizers, I sincerely hope that you will have an enjoyable stay in Sibiu and wish 

you a great conference! 

 

Yours, 

Prof. dr. Eugen Iordanescu 

President of EPIA 
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1 GENERAL INFORMATION ABOUT THE ORGANIZERS 

 

 

    EPIA 
 

Economic Psychology Association (EPIA), www.epia.ro, is a nonprofit organization dedicated to the 

advancement of economic psychology and its representation especially in Romania and East-

European Country. 

The EPIA’s mission is to promote, protect, and advance the interests of scientifically oriented 

economic psychology in research, application, teaching, and the improvement of human lives. 

 

    ULBS 
 

The 2015 IAREP-SABE Joint Conference was organized in cooperation with “Lucian Blaga” University 

of Sibiu, www.ulbsibiu.ro. 

Lucian Blaga University of Sibiu (LBUS) is one of the oldest Romanian universities, with a 220 year tradition. The 

development of higher education in Sibiu provides applicants and students with the chance to choose from one 

of the various study programmes offered by the 9 faculties of LBUS. Currently, the educational offer of the 

Lucian Blaga University of Sibiu consists of diverse, study programs and the university’s open-mindedness 

toward novelty and study programs required by the labour market are appreciated and demanded by our 

applicants, students and graduates.  

Faculties and Departments: 

 Faculty of Theology 

 Faculty of Law 

 Faculty of Letters and Arts 

 Faculty of Socio-Human Sciences 

 Faculty of Engineering 

 Faculty of Sciences 

 Faculty of Medicine 

 Faculty of Agricultural Sciences, Food Industry and Environmental Protection 

 Faculty of Economics 
 

Approximately 20. 000 students study each year at Lucian Blaga University of Sibiu, enrolled in various forms of 

higher education, with the valuable contribution of 800 of the teaching staff. The key objective of the 

University in Sibiu is to carry out a competitive educational process, meeting the standards of the EU, which 

grants LBUS graduates international academic and professional recognition. The university promotes unique 

specializations in the Romanian academic environment, and the high trust degree recommends the LBUS as 

being a powerful institution, involved in improving the quality of the higher educational process.  

http://www.epia.ro/
http://www.ulbsibiu.ro/
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2 COMMITTEES 

(Alphabetical order) 

 

Scientific committee 
 
Morris Altman, University of Newcastle, Australia 

Gerrit Antonides, Wageningen UR, The Netherlands, President of SABE 

Ofer Azar, Ben-Gurion University of the Negev, Israel, President of ICABEEP 

Michelle Baddeley, Bartlett School of Construction and Project Management, UK 

Behnud Djawadi, University of Paderborn, Germany 

Elena Druica, University of Bucharest, Romania 

Shoshana Grossbard, San Diego State University, USA 

Erik Hölzl, University of Koln, Germany 

Rodica Ianole, University of Bucharest, Romania 

Eugen Iordanescu, Lucian Blaga University of Sibiu, Romania, President of EPIA 

Simon Kemp, University of Canterbury, New Zealand 

Stephen Lea, Emeritus Professor of Psychology, University of Exeter, UK 

David Leiser, Ben Gurion University of The Negev, Israel 

Alan Lewis, The University of Bath, UK 

Ellen Katrine Nyhus, University of Agder, Norway, President of IAREP 

Charlotte Phelps, Professor Emeritus of Economics, Temple University, USA 

Mark Pingle, Professor of Economics, University of Nevada, Reno, USA 

Tomasz Zaleskiewicz, University of Social Sciences and Humanities, Wroclaw, Poland 

 
Student prize Committee  
 
Michelle Baddeley, Bartlett School of Construction and Project Management, UK 

Pablo Branas Garza, Middlesex University London, UK 

Agata Gasiorowska, University of Social Sciences and Humanities, Wroclaw, Poland 

Leonhard K. Lades, University of Stirling, UK 
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Local Organizing Committee  
 

Eugen Iordănescu, President of EPIA 
 

Aurelia Drăghici, EPIA, Lucian Blaga University of Sibiu, Romania 

Cornelia Iordănescu, Lucian Blaga University of Sibiu, EPIA, Romania 

Gabriela Marcu, EPIA, Lucian Blaga University of Sibiu, Romania 

 

Members: 

 

Alupoaie Cristian Victor   , Lucian Blaga University of Sibiu, Romania 

Baican Eugen, Babeș-Bolyai University of Cluj Napoca, Romania 

Bogaty Zoltan, West University of Timisoara, Romania 

Bondarevskaya Irina, Institute of Social and Political Psychology, Ukraine 

Cojan Stefan, Lucian Blaga University of Sibiu, Romania 

Constantinescu Elena Nicoleta, Lucian Blaga University of Sibiu, Romania 

Coşa Iulia Maria, Lucian Blaga University of Sibiu, Romania 

De Carlo Alessandro, EFPA, PSIO, Italy 

Druica Elena, University of Bucharest, Romania 

Gândila Ana Maria, Rotary Cibinium Sibiu, Romania 

Grigoriță Iuliana   , Lucian Blaga University of Sibiu, Romania 

Ianole Rodica, University of Bucharest, Romania 

Ilin Corina, West University of Timisoara, Romania 

Iordănescu Ştefan, EPIA, Romania 

Murăşan Adrian, EPIA, Romania 

Oprea Alexandra, Lucian Blaga University of Sibiu, Romania 

Todericiu Ramona, Lucian Blaga University of Sibiu, Romania 

Valsan Calin, Bishop's University, Canada 
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3 CONFERENCE SITE MAP 
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4 CONFERENCE SCHEDULE 

Thursday, September 03, 2015  

09:00 - 18:00   Registration 

09:00 - 16:00   IAREP/SABE early researcher workshop 

16:00 - 18:00   IAREP/SABE getting published workshop 

18:00 -    Opening Remarks and Welcomes, Opening Reception 

19:00 -  IAREP Executive Committee Meeting 

  SABE board meeting 

   Photography exhibition: Scott Eric Eastman - "Seeking the Signal" 

 

Friday, September 04, 2015  

08:00 - 08:55   Registration, welcome coffee 

09:00 - 10:00   Plenary Session 1: The Herbert Simon lecture: Prof. Amnon Rapoport (University 
of California Riverside) - Choice of Routes in Directed Networks with Strategic 
Uncertainty 

10:00 - 10:30   Coffee break 

10:30 - 12:00   Parallel sessions 1 

12:00 - 13:30   Lunch 

    IAREP Country Rep Meeting 

    SABE GA 

13:30 - 15:00   Parallel sessions 2 

15:00 - 15:30   Coffee break 

15:30 - 16:30   Plenary Session 2: Prof. Shoshana Grossbard (San Diego State University, USA,) - 
Household Economics: a field in motion 

16:30 –20:30   Special Session: A boat trip trough our future; Location: The “Astra” National 
Museum Complex.  

21:00 -   Dinner, Hilton Hotel  

 

  

https://www.conftool.com/iarep-sabe-2015/index.php?page=browseSessions&form_session=40&mode=list
https://www.conftool.com/iarep-sabe-2015/index.php?page=browseSessions&form_session=40&mode=list
https://www.conftool.com/iarep-sabe-2015/index.php?page=browseSessions&form_session=40&mode=list
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Saturday, September 05, 2015  

08:00 - 08:55   Welcome coffee 

09:00 - 10:00   Plenary Session 3 : Prof. Elena Druica (University of Bucharest) - Lost in 
Transition: The Benefits of Social Cooperation 

10:00 - 10:30   Coffee break 

10:30 - 12:00   Parallel sessions 3 

12:00 - 13:30   Lunch 

Poster Session 
13:30 - 15:30   Parallel sessions 4 

15:30: - 16:00   Coffee break 

16:00 - 17:00   Plenary Session 4: The Kahneman lecture: Prof. Marcel Zeelenberg (Tilburg 
University, The Netherlands) - Towards an Economic Psychology of Gree 

17:00: - 17:30   Coffee break 

17:30: - 19:30   IAREP GA 

    

20:30   Gala Dinner and Student prize event 

 

Sunday, September 06, 2015  

09:00 - 11:00   Walking City Tour, The Potter’s Fair 

11:00 – 11:30  Welcome coffee 

11:30 - 13:30   Parallel sessions 5 

13:30 -    Closing Ceremony  
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5.1 PLENARY SESSIONS 
 

 

 

LOST IN TRANSITION: THE BENEFITS OF SOCIAL COOPERATION 

 

 

Elena Druica 

 

University of Bucharest,IJABE, Romania 

 

 

 

Social distrust and the lack of cooperation originate long before the communist regimes of 

Eastern Europe. To a certain extent, the iron fist of communism was made possible by the 

already low stock of social capital, because the population could not rally together against 

the threat of totalitarianism. The Marxist governments of Eastern Europe exacerbated 

distrust and paranoia in an attempt to maintain their grip on political power. Ordinary 

individuals developed all sorts of coping strategies in response, including, but not limited to 

passive aggression, inertia, and indifference. One of the more tragic consequences of this 

state of affairs was learned helplessness, which came to play an important role during the 

transition period. During communism, helplessness and the lack of cooperation were fueled 

by extreme social rigidity and the incapacity of the political system to react to changes in any 

meaningful way. During transition, helplessness was fueled by extreme social volatility, 

cascading political changes, economic uncertainty, and the fast-rising specter of social and 

income inequality. Both cooperation and the lack of cooperation are relatively stable and 

robust from an evolutionary perspective. They are both difficult to dislodge by other 

competing strategies, and tend to endure over long periods of time; yet they have markedly 

different consequences for the wellbeing of individuals and the health of the economy as a 

whole. The generalized lack of cooperation results in suboptimal economic growth, low 

quality of life, and dismal opportunities for personal development. There is little doubt that 

cooperation is desirable for a multitude of reasons. The real challenge is to entice individuals 

to become tolerant, to learn to trust themselves and their fellow countrymen, and to tone 
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down their paranoia. This is easier said then done, for the building of social capital is usually 

a long and arduous process, spontaneously arising over centuries. Large-scale social 

engineering experiments have proven destructive at worst and useless at best. Our best 

hope for real social change lies in the promise held by behavioral choice architecture. 

Nudging individuals into becoming better citizens is perhaps a more palatable approach than 

using the brute force of coercion and administrative fiat. 
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HOUSEHOLD ECONOMICS: A FIELD IN MOTION 

 

 

Shoshana Grossbard 

 

San Diego State University, USA, United States of America 

 

 

 

The economic analysis of decision-making by households has historically been appropriated 

by various subfields of economics. For example, labor supply decisions are part of the 

territory of labor economics; decisions on consumption and savings are part of consumer 

economics, macro-economics and agricultural economics; and choices regarding health and 

reproduction have become part of health economics. Household decisions are also analyzed 

by agricultural economists, marketing scholars, legal scholars, education economists, public 

economists, environmental economists, and development economists. In introductions to 

economics households and businesses are given an equally important role, as exemplified by 

the circular flow model. However, by the end of their first economics course it becomes 

evident to students that economics is more interested in business firms than in those small 

non-profit firms that we call ‘households’. 

 

Household economics has also lost out when it comes to academic institutions promoting 

various applications to economics. For decades business schools have facilitated cross-

fertilization between specialists in various fields of economics of interest to the business 

sector, such as finance and marketing. More recently, public policy schools have started 

doing the same when it comes to applying economics to help governments make decisions. 

In contrast, there are no “schools of household economics” that correspond to “business 

schools” and “schools of public policy.” 

 

Fifty years ago, one school of thought in economics started to give more prominence to 

household economics: the New Home Economics (NHE) nurtured at Chicago and that 

reached its peak influence, when its founders—Gary Becker and Jacob Mincer—both taught 

at Columbia. It is therefore considered part of the Chicago-Columbia school of economics. 
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The NHE’s agenda included emphasizing parallels between households and business firms 

and incorporating all household decisions as part of the territory of economic analysis. 

Among its greatest achievements in the 1960s and 1970s were the extension of economics 

to health economics (in part thanks to NH economist Michael Grossman) and to 

demographic economics: Becker, Mincer and their students and associates Dennis DeTray 

and Robert Willis wrote on fertility; Becker, Robert Michael, Elizabeth Landes, Michael 

Keeley and I wrote on marriage; and their student Barry Chiswick wrote on migration. 

 

The NHE has had some permanent effects. Health economics is a healthy field of economics. 

Economists now play an important role in demography. However, the main ideas central to 

the NHE—the applicability of standard economic theories of the firm to decisions by 

households and the impetus to unify theories of household decision-making—have little 

impact on the economics profession today and most contemporary economists have never 

heard of the NHE. In this paper I examine some of the reasons why in contemporary 

economics departments and universities households are a distant third to their partners in 

the circular flow of economic activity: business firms and governments. In this process I 

emphasize the interdisciplinary nature of all human decisions and the importance of 

combining insights from other disciplines analyzing human behavior, such as psychology and 

sociology. 
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CHOICE OF ROUTES IN DIRECTED NETWORKS WITH STRATEGIC UNCERTAINTY 

 

 

Amnon Rapoport  

 

University of California Riverside, United States of America 

 

 

 

 

The main purpose of this address is to illustrate recent research that my collaborators and I 

have conducted on choice of routes by large groups in directed networks. The first 

experimental study considers choice of routes in networks with negative externalities. It 

compares to each other two information structures; in one of them network users 

simultaneously commit themselves to a multi-segment route from a common origin to a 

common destination, and in the other they choose route segments sequentially at each 

network junction. The second study considers directed network with both positive and 

negative externalities, where the addition of a route segment to a given network gives rise 

to the Braess Paradox. Whereas the network in the first study has a unique equilibrium 

solution, the network in the second study has multiple equilibria which are Pareto rankable. 

I discuss the role of the equilibrium solution in large group coordination behavior. 
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TOWARDS AN ECONOMIC PSYCHOLOGY OF GREED 

 

 

Marcel Zeelenberg 

 

Tilburg University, The Netherlands 

 

 

 

 

Greed is an important economic motive: it is seen as both productive (a source of ambition; 

the motor of the economy) and destructive (undermining social relationships; the cause of 

the late 2000s financial crisis). However, relatively little is known about what greed is and 

does. I will present recent research in which we first tried to establish what greed is, using a 

prototype analysis ( Seuntjes, Zeelenberg, Breugelmans, & Van de Ven, 2015), and follow-up 

reserach in which we developed tested the 7-item Dispositional Greed Scale (DGS)(Seuntjens, 

Zeelenberg, Van de Ven & Breugelmans, 2015). I discuss evidence for the construct and 

discriminant validity of the DGS in terms of positive correlations with maximization, self-

interest, envy, materialism, and impulsiveness, and negative correlations with self-control 

and life satisfaction. I also present further evidence that Dispositional Greed predicts 

economic behavior in various dilemma situations. Our findings shed light on the importance 

of greed in economic behavior and provide directions for future studies. 
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5.2 ORAL PRESENTATIONS 
 

ASSESSING THE LONG-TERM BENEFITS OF HEAD START PARTICIPATION WHEN CHILDREN’S 

OUTCOMES ARE JOINTLY DETERMINED 

 

Agee, Mark 

 

Pennsylvania State University, United States of America 

 

We adopt a directional distance function framework to assess the effect of young children's 

Head Start participation upon their multiple, possibly jointly determined outcomes. Our 

panel data estimates suggest an initial positive (negative) response of children's reading 

performance (presence and degree of obesity) to one or more years of Head Start 

participation. These responses not only persist but increase as children age toward puberty. 

Average responses are greater for girls and for children with lower baseline verbal skills and 

better quality neighborhood environments. 

 

Keywords: Child Development, Head Start, Human Capital, Household Production, Directional 

Distance Function 

 

Bibliography: 

Agee, Mark D., and Zane Gates, “Cost-Effectiveness of a Low Cost Hospital-Based Primary 

Care Clinic” Health Services Research and Managerial Epidemiology (forthcoming). 

 

Agee, Mark D., and Zane Gates, “The Impact of an Insurance Administration-Free Primary 

Care Office on Hospital Admissions: A Community-Level Comparison to Traditional Fee-for-

Service Family Practice Groups,” Journal of Primary Care and Community Health 5 (2014): 

202-207. 

 

Agee, Mark D., Scott Atkinson, Thomas D. Crocker, and Jonathan W. Williams, “Non-

Separable Pollution control: Implications for a CO2 Emissions Cap and Trade System,” 

Resource and Energy Economics 36 (2014) 64-82.  
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Agee, Mark D., and Thomas D. Crocker, “Operationalizing the Capability Approach to 

Assessing Well-Being,” Journal of Socio-Economics 46 (2013) 80-86. 

 

Agee, Mark D., and Zane Gates, “Lessons from Game Theory about Healthcare System Price 

Inflation: Evidence from a Community-Level Case Study,” Applied Health Economics and 

Health Policy 11 (2013) 45-51. 

 

 

 

DISCRIMINATION IN THE CREDIT MARKET? ACCESS TO FINANCIAL CAPITAL AMONG SELF-

EMPLOYED IMMIGRANTS 

 

Aldén, Lina; Hammarstedt, Mats 

 

Linnaeus University, Sweden 

 

We present results from a survey regarding access to financial capital conducted among 

immigrants who are self-employed in private firms in Sweden's retail, trade or service 

sectors. The results show that non-European immigrants consider access to financial capital 

as a more serious impediment to their self-employment activities than do native Swedes and 

European immigrants. Self-employed non-European immigrants report more discrimination 

by banks, suppliers and customers than do natives and immigrants from European countries. 

Immigrant-owned firms apply for bank loans to a larger extent than do firms owned by 

natives. Non-European immigrants are more likely than natives of having a loan denial and 

they are also charged higher interest rates on their bank loans than natives are. The 

occurrence of ethnic discrimination in the market for bank loans is put forward as an 

explanation for these results. Limited or no access to financial capital is an obstacle for self-

employment among certain immigrant groups. This obstacle may be one explanation for the 

high exit rates from self-employment among immigrants that has been documented in 

several countries including Sweden. 

 

Keywords: discrimination, self-employment, credit market, immigrants 
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Bibliography: 

Hammarstedt, M. & Palme, M. (2012) “Human capital transmission and the earnings position 

of second-generation immigrants in Sweden”, IZA Journal of Migration, 1:4. 

 

Ahmed A., Andersson, L. & Hammarstedt, M. (2013) ”Are gay men and lesbians 

discriminated against in the hiring situation?”, Southern Economic Journal, 79, 565–585. 

 

Ahmed, A., Andersson, L. & Hammarstedt, M. (2013) “Sexual orientation and full-time 

monthly earnings, by public and private sector: Evidence from Swedish register data”, 

Review of Economics of the Household, 11, 83–108. 

 

Andersson, L., Hammarstedt, M., Hussain, S. & Shukur, G. (2013) ”Ethnic origin, local  labour 

markets and self-employment in Sweden”, Annals of Regional Science, 50, 885– 910. 

 

Hammarstedt, M., Ahmed, A. & Andersson, L. (2015) “Sexual prejudice and labor market 

outcomes of gays and lesbians: Evidence from Sweden”, Feminist Economics, 21,  90–109. 

 

Andersson, L. & Hammarstedt, M. (2015) “Ethnic enclaves, networks and self- employment 

among Middle Eastern immigrants in Sweden”,  

International Migration, forthcoming. 

 

Aldén, L., Hammarstedt, M. & Neuman, E. (2015) “Ethnic segregation, tipping behaviour, and 

native residential mobility”, International Migration Review, forthcoming. 
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ALL ABOUT BALANCE? A TEST OF THE JACK-OF-ALL-TRADES THEORY USING MILITARY 

ENLISTMENT DATA 

 

Aldén, Lina; Neuman, Emma; Hammarstedt, Mats 

 

Linnaeus University, Sweden 

 

The Jack-of-all-trades theory argues that individuals with a balanced set of skills are more 

suitable for self-employment than others. In this paper we test this theory using Swedish 

Military Enlistment data. This data enables us to construct a measure of balance in endowed 

abilities that, in comparison to measures used in previous research, is less contaminated by 

endogeneity problems. Specifically, we measure balance in skills using the result from the 

tests of cognitive and non-cognitive ability taken at age 18 to 19 for all individuals. We find 

clear support for the Jack-of-all-trades theory, in the sense that the likelihood of being self-

employed or switching into self-employment is higher for individuals who are more balanced 

in their in abilities. In addition, earnings from self-employment tend to be higher among 

individuals with a more balanced set of skills. 

 

Keywords: cognitive ability, non-cognitive ability, human capital, self-employment 

 

Bibliography:  

Aldén (former Andersson), L., Edlund, L. Hammarstedt, M, Mueller-Smith, M. (2015) "Same-

sex partnership for what? Evidence from Swedish register data", forthcoming in 

Demography.  

 

Hammarstedt, M., Ahmed, A., and Andersson, L. (2015) "Sexual prejudice and labour market 

outcomes of gays and lesbians: Evidence from Sweden", Feminist Economics, 21, 90-109. 

 

Aldén, L, Hammarstedt, M. and Neuman, E. (2015) "Ethnic segregation, tipping behaviour, 

and native residential mobility, forthcoming in International Migration Review.  

 

Ahmed, A., Andersson, L., and Hammarstedt, M. (2013) “Are gays and lesbians discriminated 

against in the hiring process?”, Southern Economics Journal, 79, 565–585. 
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THE ROLE OF TAX RATE BASED DECISION HEURISTICS IN TAX PLANNING THROUGH INTRA-GROUP 

FINANCING 

 

Amberger, Harald (1); Eberhartinger, Eva (1); Kasper, Matthias (1,2) 

 

1: Wirtschaftsuniversität Wien, Austria; 2: Universität Wien, Austria 

 

Standard economic theory assumes that tax planning activities of multinational en-terprises 

(MNEs) are based on rational considerations leading to economically opti-mal behavior. We 

challenge this view by conducting an experiment involving an intra-group financing scenario. 

This seems relevant as previous research in the fields of accounting and economics found 

intra-group financing activities to be a channel for profit-shifting and tax planning within 

MNEs. Our testing provides robust evidence that under certain conditions subjects apply 

decision heuristics based on statutory tax rates rather than fully rational reasoning. Hence, 

decision makers are systematically biased towards statutory tax rates and underestimate tax 

consequences induced by changes in the tax base of the financed subsidiary. In particular, 

limited time availa-ble for decision making as frequently present in a day-to-day corporate 

environment significantly triggers the reliance on decision heuristics. Furthermore, 

economically suboptimal behavior is partly independent from prior experience and 

education in the area of accounting, taxation, and finance as well as the tax burden 

differences be-tween action alternatives. 

 

Keywords: tax planning, decision heuristics, intra-group financing, tax rate bias, tax loss carry 

forward 

 

Bibliography: 

Kasper, M., Kogler, C., & Kirchler, E. (2015). Tax policy and the news: An empirical analysis of 

taxpayers’ perceptions of tax-related media coverage and its impact on tax compliance. 

Journal of Behavioral and Experimental Economics 54, 58-63. 
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DO MEN CARE? MEN’S SUPPLY OF UNPAID LABOUR. 

 

Andreassen, Leif (3); Di Tommaso, Maria Laura (2,1); Maccagnan, Anna (1) 

 

1: Dept of Economics and Statistics, University of Torino, Italy, Italy; 2: Collegio Carlo Alberto; 

3: Statistics Norway 

 

Men’s supply of unpaid labour is very low in Southern European countries. However, it is 

central to understand both men and women labour supply and gender relations. This paper 

aims to measure men’s capability to provide unpaid work, considering both childcare and 

housework. We utilise the word “capability” according to the definition provided by Sen (Sen 

1985, 1992, 1999, 2009). The capability approach points out the importance of studying 

what people are free to do and be (their capability sets), rather than what they do and who 

they are (the achieved functionings). Accordingly, the goal of this paper is to measure not 

only the observed functionings (how much unpaid work men do) but also their capability to 

provide unpaid labour i.e. whether they have restrictions in their freedom of being engaged 

in unpaid work. This implies to analyse simultaneously paid and unpaid work. 

 

We propose a new methodology to measure men’s capability of being engaged in unpaid 

work, pioneered by Luce (1959) and McFadden (1973, 1984), extended to a setting with 

latent capability sets along the lines suggested in Dagsvik (2013) and Andreassen, Dagsvik 

and Di Tommaso (2013). Our random scale model (or random utility model) allows 

stochastic scale representations of rank orderings of alternatives driven by alternative 

specific variables, individual preferences and restrictions variables. The use of random scale 

modelling within the Capability Approach framework is a novelty in the literature about 

work and family and has two main implications. First, it allows us to study whether and to 

what extent men are restricted in their freedom of being engaged in unpaid and paid work 

activities and we describe their restrictions; second, we analyse men’s preferences in 

combining different levels of paid and unpaid work, given their capability sets. 

 

The dataset used in this application is the Multinational Time Use Survey (MTUS), a cross-

country harmonised set of time use surveys composed of comparably recoded variables. 

Specifically, this paper uses the Spanish 2002 sample that consists of a large sample, with 

information about both members of the household as well as individual incomes. Spain is an 

interesting case study, as it has a Mediterranean welfare regime, characterized by a male 
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breadwinner model, low female employment and a very high share of domestic and care 

work provided by women. 

 

We select a sample of heterosexual married or cohabitating couples living with or without 

children. The final sample consists of 4,625 couples. Using this data we show that, on 

average, Spanish men perform 17 per cent of the total housework in the couple and 22 per 

cent of the total time devoted to care for children in the couple. However, what we can 

observe is the result of both preferences and restrictions. 

 

In our econometric application using a random scale model, we assume that all possible 

choices men have (the state space) are grouped into four discrete states according to 

different levels of hours of paid work and unpaid work. In particular, the state space consists 

of four states based on the median hours worked and the median hours used on unpaid 

work (including child care) among all individuals (both women and men). It might be 

interesting to know that the median of paid work for both men and women is 8 hours per 

day, while the median for unpaid work for both men and women (household work and 

childcare) is 2 hours and 20 minutes per day. 

 

 

The four states are the following: 

 

- State 1, characterized by high hours of paid work, high hours of unpaid work: Both paid 

work and unpaid work of the individual (in our case the man) is above the respective 

medians. 

 

- State 2, characterized by high hours of paid work, low hours of unpaid work: Paid paid work 

of the man is above the observed median, while the unpaid work of the man is below the 

median. 

 

- State 3, characterized by low hours of paid work, high hours of unpaid work: Paid work of 

the man is below the observed median, while the unpaid work of the man is above the 

median. 

 

- State 4, characterized by low hours of paid work, low hours of unpaid work: Both paid work 

and unpaid work of the man is below the respective medians. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 26 

 

The complete capability set may contain these four states but not every person will have the 

complete set. Some individuals will be restricted in their capability sets and will not have 

access to the full set of choices. 

 

In the empirical investigation, we study both preferences and restrictions, and in particular, 

we include in our model state-dependent variables, individual alternative-invariant 

preference variables and restriction variables. 

 

State dependent variables include consumption, man’s childcare, the couple’s household 

production and men’s leisure. In fact, each individual (man) chooses among the four states, 

considering how each state affects consumption in the household, his time with his children, 

the household production and his leisure. In doing this, the individual takes into account 

how his partner will react to his choice in her use of time on paid work and household 

production (including child care). For example, if a man chooses a low household production 

state (either state 2 or 4), he can expect his partner to (partly) compensate by doing more 

hours of household production. Or, if he chooses a high paid work state (either state 1 or 2), 

he expects his partner to do less paid work. 

 

Further, we consider man’s education, measured in terms of years of schooling, as an 

individual preference variable. 

 

Finally, we consider the following restriction variables for paid work: male regional 

unemployment rate and the difference in schooling between the husband and the wife. The 

following restriction variables for unpaid work are included: child age (also squared), wife’s 

years of schooling, presence of computer in the household (considered as a proxy for 

cultural factors), and whether the couples lives in the South of Spain (the poorest and most 

conservative part of Spain). 

 

We conclude that even though men do relatively little childcare, it is important to them. 

Therefore, men do care to care. Our estimates also suggest that individual, household, and 

institutional variables are important drivers in shaping restrictions and preferences. In 

particular, we find that higher regional male unemployment rates increase men’s restriction 

in paid work and that men married to low educated women are more likely to be restricted 

into the low time unpaid work group. On the contrary, highly educated men prefer to spend 

more time in childcare and domestic work. 
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Our random utility model allows us to measure also the capability sets. Our estimates show 

that only 14% of men are totally unrestricted in their capability sets. 56% are restricted to 

provide little time to unpaid work. We also find that about 45 percent of are restricted to 

high levels of paid work 

 

Our paper represents an important contribution in increasing the knowledge about work-

family relations. First, it utilises the Capability Approach framework, a revolutionary 

approach for measuring well-being, which is not based on achievements, but on the 

capabilities to achieve the functionings that are relevant to the individuals. Second, the 

proposed methodology for measuring capabilities, random scale modelling, enables to 

measure simultaneously the constraints people face in the development of their capability 

and their preferences. The model can help to assess the effect of institutional variables on 

the development of men’s capability to provide care and domestic work. 

 

Keywords: household production, random utility models, time use, capabilities 
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Non-compliance with procedures of filing tax returns and paying taxes in time among 

entrepreneurs is relatively high for several reasons. If non-compliance follows from poor 

financial management it is assumed that mental budgeting may increase compliance. We 

report on a study among 430 self-employed people without personnel in which the 

relationships between mental budgeting, tax compliance and entrepreneurial outcomes are 

investigated. Building on an earlier survey, four aspects of mental budgeting were 

considered in an 29 item questionnaire answered on 5-point Likert scales: making 

reservations for expenses, compensating for high expenses by spending less, making 

budgets for particular expenses, and fungibility of money across budgets. Item reduction 

yielded a set of 15 items by means of confirmatory bi-factor analysis with satisfactory fit (see 

Figure 1). These items were explained by a general factor, on which all items loaded 

positively, and four specific factors on which items from each of the four aspects loaded 

positively, with zero loadings on the other factors. A one-factor solution and a second-order 

factor analysis, both restricted forms of the general bi-factor model, yielded unsatisfactory 

fit. The incidence of mental budgeting varied considerably across the four scales, as 

measured by, for example, the percentage of people scoring 3 or higher on the 5-point 

scales. On the averaged 15-item scale, 58% answered 3 or higher. For the averaged 

reservation items it was 74%; for the compensation items it was 62%; for budgetting 19%; 

and for fungibility 29%. 
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Tax compliance was indicated by three measures: a 3-item measure taken from the OECD 

(filing in time, filing correctly, and paying taxes in time), a 3-item enforced compliance 

measure (feeling forced to pay taxes, probability of auditing too high, tax evasion is punished 

severely), and a 4-item voluntary compliance measure (paying taxes if there were no audits, 

paying taxes is obvious, paying taxes is an obligation, paying taxes as contributing to society). 

Combining tax compliance with the bi-factor mental budgeting model yielded the following 

results. Both the OECD measure and voluntary compliance were positively related to the 

general mental budgeting factor, and negatively related to the specific factors of 

compensating, budgeting, and fungibility. The OECD measure, but not voluntary compliance 

was positively related to the specific reservation factor. Enforced compliance was positively 

related to the specific factors of compensating and budgeting. 

 

Entrepreneurial outcomes comprised a monetary profit measure, estimated time being able 

to run the business when income would fall away, using a pension scheme, and worry about 

business financial affairs. Overall, the general mental budgeting factor and making 

reservations had positive effects on entrepreneurial outcomes. Compensating, budgeting, 

and fungibility had negative effects. 
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Introduction 

Models in traditional finance lack behavioral aspects of financial decision-making. However, 

investor’s psychology, which can be affected by external factors as well as inner intuitions 

and character, influences markets to a great extent. For instance, although the advantages 

of diversification are emphasized by traditional finance theories; in practice, individual 

investors often tend to hold only a few stocks in their portfolios. One explanation for this 

fact is that investors may weigh the assets in their territories more. This phenomenon has 

been subject to research in the last two decades under the title of home/local bias. Within 

this scope, the objective of this study is to provide new evidence concerning local bias of 

individual investors in an emerging country’s stock market namely, Borsa Istanbul (BIST). 

More precisely, we will investigate whether individual investors weigh shares of firms, which 

are geographically close to themselves, more than expected in their portfolios, and, relatedly, 

whether they have any informational advantage in these shares. To the best of our 

knowledge, this study is the first to investigate the existence of local bias at Borsa İstanbul 

Equity Market. 

 

The remainder of the paper will be structured as follows: The relevant literature will be 

presented in the next section. Then, the structure of data set will be summarized by 

providing an overview of individual investors trading in Borsa Istanbul. Afterwards, the 

methodology of the analysis will be presented. Then, the results of the analysis will be 

explained. Finally, the results and suggestions for further research will be summarized. 

 

Literature Review 

 

According to traditional finance theory, a risk-averse investor has to invest in market 

portfolio (or a sufficiently diversified portfolio) together with a risk-free asset in order to 

obtain maximum profit for a given level of risk. However, in practice, investors do not 

diversify their portfolios within this framework. One explanation for this fact is that investors 

may weigh the assets in their territories more. This phenomenon is called home bias and can 
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be defined as the tendency of investors to invest in their country’s equities relatively more. 

Home-biased investors have tendency to overweight domestic equities and underweight 

international equities (French and Poterba, 1991). Local bias may be called as intra-country 

version of home bias, which is a cross-border phenomenon. Within the context of local bias, 

we also use phrases local investors and local stocks throughout the text. By local investors, 

we mean individuals investing in firms which are geographically close to them. By local 

equities, we mean equities owned by investors geographically close to the firm issued these 

equities. The pioneering study in this line of research belongs to Coval and Moskowitz (1999). 

They find that U.S. investment managers exhibit a strong preference for locally 

headquartered firms, particularly small, highly levered firms that produce nontraded goods. 

In their succeeding study (2001), they further find that fund managers earn substantial 

abnormal returns in nearby investments. Accordingly, they suggest that investors trade local 

securities at an informational advantage and point toward a link between such trading and 

asset prices. Most of the studies in this field find also that there is local bias, i.e. investors 

weigh local equities more in their portfolios (Ivkovic and Weisbenner, 2005; Massa and 

Simonov, 2006; Dorn, Huberman and Sengmüller; 2008; Seasholes and Zhu, 2010; Jacobs 

and Weber, 2012). 

 

Data 

 

We use individual-level data obtained from the database of Turkey’s central securities 

depository institution for capital market instruments (MKK). This institution is a subsidiary of 

Borsa Istanbul and the official central depository agency of Turkey in which financial assets 

are held electronically at the investor level. The total number of investors in Turkish equity 

market is 1,097,791 as of the end of 2012. After excluding foreign and domestic institutional 

investors, there remain 1,086,400 domestic individual investors at Borsa Istanbul Equity 

Market. In order to achieve the number of active investors, the individuals who had not 

traded at least once in the two-year period or held portfolios less than 1,000 TRY (approx. 

$450) as of the end of 2012 are removed from the dataset. As a result, the population size is 

reduced to 250,827 investors. This filtering process is applied in order to select a 

representative sample from the population of active investors in the market. Thereafter, 

25,000 investors are randomly selected from the active-investors population. Our sampling 

method is stratified random sampling, which that we keep the distribution of age and 

portfolio size subgroups in the same size as in the population. The sampling period covers 5 

years from January 1, 2008 to December 31, 2012 and the daily observations (1,259 days in 

total) are about the portfolio and trade data (stock-by-stock) of all the investors throughout 

the sampling period. For the return calculations, we obtain adjusted price series of the 

equities from Bloomberg. Table 1 shows some descriptive statistics for the individuals in our 

overall sample. We use Stata program for the analyses. 
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Table 1: Descriptive statistics 

    All individuals  Women  Men 

Number where of individuals 24,996  6,049   18,947 

PANEL A: Age 

Mean     46   47.5   45.5 

Median    45   47   44 

standard deviation   12.2   12.6   12.1 

 

 

PANEL B: Average portfolio size (TRY) 

Mean     52,628.5  34,271.4  58,489.2 

Median    8,050.5  5,899.5  8,870.7 

standard deviation   490,674.4  184,765.3  553,706.6 

 

The major contribution of this study is related to data. There is relatively limited number of 

studies focusing on individual investor-level data due to data constraints; to reach individual 

investor-level databases is not an easy task. In general, studies utilizing individual investors’ 

data around the world obtain these data from a single brokerage firm. Consequently, their 

samples are limited to the clients of that firm. We obtain our data from the Central 

Securities Depository Institution of Turkey (MKK) rather than a single brokerage firm. As a 

result, our sample is constructed from the whole population in the country and does not 

have any bias towards any sub-group. The data is also very reliable due to the fact that 

equities traded in Borsa Istanbul is fully dematerialized at MKK and therefore it reflects the 

official records of the investors’ portfolios. 

 

Methodology 

 

Our methodology has two steps. First, we measure the tendency of individual investors to 

weigh the equities of firms in their territories more. Second, we calculate corresponding 

returns of these portfolio preferences to analyze the reason for such a tendency (i.e., is local 

bias an information-related or familiarity-related phenomenon?). If returns of local 
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investments are higher, investors are thought to have informative advantage in their 

decisions. 

 

We use two measures to calculate the level of local bias for individual investors. First, 

following Feng and Seasholes (2008), we calculate the average weight of investor portfolio 

invested locally (i.e. headquarter or operating center of the firm is the city where the 

investor lives in). We further calculate weight of these local stocks in market portfolio. Last, 

we substract the former from the latter and obtain our local bias measure: 

 

〖local bias〗_i=∑_1^n▒〖wlocal〗_(i,j) - ∑_1^n▒〖mwlocal〗_i (1) 

 

where; 

wlocal denotes weight of local stocks in the investor’s portfolio for stock i for investor j, 

mwlocal denotes weight of local stocks in the aggregate market portfolio for stock i. 

 

Our second measure is a distance-based one (Seasholes and Zhu, 2010). The formula is same 

as in equation 1. The difference is that the criterion for locality is that the distance between 

the investor and the stock is less than 100 kilometers, instead of being at the same city. 

Having obtained local bias measures, we calculate returns of local stocks with respect to 

non-local stocks (Seasholes and Zhu, 2010): 

 

〖return of local investment〗_i= r_(local,i)- r_(remote,i) (2) 

 

Results 

 

Our preliminary findings show some evidence for the existence of local bias among Turkish 

equity investors. As our sample includes different characteristics of the investors, we expect 

to make contribution to explaining the underlying dynamics of the local bias. Furthermore, 

we will also check whether the level of local bias differs across stocks with different 

characteristics. If the reason is informational advantage, the level of local bias is expected to 

be less in equities in which the information asymmetry is lower. Accordingly, we will 

additionally analyze whether the level of local bias differentiate for various classes of 

equities. 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 34 

Keywords: local bias, behavioral finance, emerging markets 

 

Bibliography: 

Coval, J. D., Moskowitz, T. J. (1999). “Home bias at home: Local equity preference in 

domestic portfolios”, The Journal of Finance, 54(6): 2045-2073. 

 

Coval, J. D., Moskowitz, T. J. (2001). “The geography of investment: Informed trading and 

asset prices”, Journal of Political Economy, 109(4): 811-841. 

 

Dorn, D., Huberman, G., Sengmueller, P. (2008). “Correlated trading and returns”, The 

Journal of Finance, 63(2): 885-920. 

 

Feng, L., Seasholes, M. S. (2008). “Individual investors and gender similarities in an emerging 

stock market”, Pacific-Basin Finance Journal, 16(1): 44-60. 

 

French, K. R., Poterba, J. M. (1991). “Investor diversification and international equity 

markets”,  National Bureau of Economic Research Working Paper, No.3609. 

 

Ivković, Z., Weisbenner, S. (2005). “Local does as local is: Information content of the 

geography of individual investors' common stock investments”, The Journal of Finance, 

60(1): 267-306. 

 

Jacobs, H., Weber, M. (2012). “The trading volume impact of local bias: Evidence from a 

natural experiment”, Review of Finance, 16(4): 867-901. 

 

Massa, M., Simonov, A. (2006). “Hedging, familiarity and portfolio choice”, Review of 

Financial Studies, 19(2): 633-685. 

 

Seasholes, M., Zhu, N. (2010). “Individual investors and local bias”, The Journal of Finance, 

65(5): 1987-2010. 

 

Recent publications (selected) by the first author are the followings:  

Arık, Evren, Mutlu, Elif (2014), “Chinese steel market in the post-futures period”, Resources 

Policy, 42: 10–17. 

Erdem, Orhan, Arık, Evren, Yüksel, Serkan (2014), “Trading Puzzle, Puzzling Trade”, İktisat 

İşletme ve Finans, 29(345): 83-102. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 35 

 

AGRONOMIC RESEARCH AND HOUSEHOLD BEHAVIOR: THE CASE OF SIKASSO/MALI 

 

Attia, Adel (1); Boussard, Jean-Marc (2) 

 

1: UMR 7235/CNRS & Université Paris Ouest nanterre La defense-france, France; 2: 

Academie d'Agriculture de France 

 

Agronomic research and household behavior: the case of Sikasso/Mali 

Adel ATTIA* Jean-Marc BOUSSARD** 

 

Chayanov’s definition of the family farm in the 1920s and his very early household models 

had been developed to explain the behavior of both capitalistic entrepreneurs and peasants 

(Chayanov, 1922; Damequin 2000). He had considered the farms in Russia where 90 percent 

or more, in the first quarter of the twentieth century, had no hired laborers that they were 

family farms in the full sense of this definition. More recently the full version of the neo-

classical farm household model was developed by a series of authors such as; Squire & al. 

(1986), de Janvry & al.(1991) and many others. 

 

Mali ‘s rural reform initiated in 1990, had significant effects on agricultural production and 

productivity as well as rural/peasant household production in the region of Sikasso in the 

south. The analysis of peasant households is also important because probably no less than a 

quarter of the world population belongs to the the farm (peasant) households category, and 

most of this population is in the less developed countries (Ellis, 1988; De Janvry, 1995) 

 

The need to increase food production has steered food policy research in Mali towards the 

study of the causes and impacts of increased production and productivity as a result of state 

policies. In effect, the IRE (Institut d’économie rurale) has been involved into researches 

focused on the economic advantages of modern rice varieties, such as Nerica, Kogoni 91-1, 

Gambiaka , and others. However, the non-availability of micro-level data has limited 

previous studies, causing them to concentrate on aggregate household production. 

 

In addition, the existence of a new, improved variety does not guaranty its adoption by 

farmers on the fields. In particular, if, despite higher mean yields, these new varieties are 
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more risky than traditional ones, their adoption by farmers might be problematic. Now, 

while much research has focused upon evaluating agricultural research, considerations of 

risk and potential reduction of production risk from the findings of agronomic research 

appear to be lacking in the literature, despite early studies, such as Freund (1956). 

Furthermore little attention has been directed at the mathematical programming approach 

in an ex-ante framework. 

 

In fact, any tentative to measure the benefits of agricultural research must recognize that 

agricultural production is typically a risky business, and that one specificity of peasant 

households is the importance of behavior toward risk, as well documented by many previous 

studies almost everywhere in the world (among many others see Anderson(2004); 

Roumasset & al.(1976)or Dillon & al. (1989)). The variability of yields can lead to a major 

source of fluctuation in profits for households and is therefore a primary production risks. 

But, in Mali, as far as we know, no study has been focused upon agronomic research 

directed at the reduction of the variability of yields of major commercial crops as the rice, 

despite the importance of this crop for the food security of poor households. 
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Objective 

 

The objective of this study is to provide insight into the adoption process and 

microeconomic effects of alternative cultivars for hypothetical rice and coton producers in 

the region of Sikasso ( many cercles: Bougoumi, Sikasso, Kadiolo, Koutiala, Kolondiéba, 

Kadiolo,…etc), focusing on various assumptions regarding farmers attitudes toward risk. 

Using an input/output model of farmers decisions, as applied to various kinds of household 

( poor, rich, commercial oriented or not, etc..) 
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Furthermore, since households know less about the distribution of returns associated with 

modern/new varieties of rice, subjective beliefs about profitability and risk are expected to 

be important factors in this decision. The role of a household decision individual’s 

perceptions of return distributions has not been extensively measured and studied in a 

developing country like Mali, despite outstanding exceptions such as O’Mara(1980); 

Goodwin et al (1980) and Binswanger(1980). 

 

Hypothesis 

 

A risk averse household may in fact be willing to sacrifice some of expected yield in order to 

decrease the variability of yields, thereby reducing the fluctuation of overall profits. The 

question arises as to the degree of expected yield sacrifices that the household would be 

willing to accept. 

 

If a higher expected yield would be associated with a reduced yield variability, risk averse 

farmers would obviously take such a cultivar 

 

Thus, the tradeoffs between lower yield mean and reduced yield variability are the objectif 

in this paper. If the household could select how much agronomic research was undertaken 

to reduce yield variability of rice, what would be the desired variability of these modern 

varieties? The question of adoption and household’s desired level of yield variability 

reduction is combined (coupled) with the questions of attitude toward the risk and profit 

distributions. 

 

This paper focus on the micro-level , hypothetical household’s response to modern varieties 

of rice and on the household’s perception and perspective of potential costs of reduced yield 

levels. We then extrapolate results at the national level in order to get a reappraisal of the 

previous studies on the costs and benefits of genetic researches. . 

 

Data 

 

The data used in the analysis are from the collaborative research project between Bamako 

university and the “Institut d’économie rurale. The survey was administrated from 2006 

to2009. It covered 1000 households from Sikasso region in the southern part of Mali. A 

stratified random sampling procedure was employed to select 100 households each from 
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Sikasso cercle: 180 households from Koutiala cercle and Bougoumi cercle. The survey was 

conducted over two seasons – (july-october) , winter (November – February), and summer 

( March – june) to capture seasonal influences on production and consumption. 

 

Implicit prices for individual commodities were derived from the purchased quantity and 

total expenditure data. Price indices for the aggregates commodity bundles were computed 

using the geometric mean with expenditure shares as weights. 

 

The organisation of the paper is as follows: in the first and second section, an overview of 

the region of Sikasso and some past studies which make a distinction between the role of 

actual and perceived profitability and risk is presented. Section three contains a description 

of the data used in the analysis, while the estimation methods and the results are presented 

in section four. Finally, the last section provides a discussion of some of the study 

implications. 

 

Method 

 

The study involved the use of a mean / variance vs risk analysing utilising mathematical 

programming procedures ( we use GAMS, General algebric modeling System). The objective 

function maximizes expected profit less Pratt risk-aversion coefficient times the variance of 

profit.It is maximized under constraints of land, labour, capital and other resources 

availability, through the operation of : production activities, product sales, expected profit, 

and adoption of agronomic research results. Results for individual households are then 

aggregated to get a national estimate of the consequences of various situations. A base line 

is defined with the results of the current situation regarding the mean and variability of rice 

yields. Then, we analyse the consequences of various hypothetical research induced changes, 

such as decreasing mean yields by 5% and yield variance by 50%. A 3D plot of regional 

production levels as a result of changes in mean and variance of yields will be drawn. It will 

help in deriving priorities for rice seeds improvement research. 
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RELATIVE THINKING WITH SUBSTITUTE GOODS: DOES IT EXIST WITH REAL CHOICES? 

 

Azar, Ofer 

 

Ben-Gurion University of the Negev, Israel 

 

This paper examines whether in the context of product differentiation people exhibit 

"relative thinking" (are affected by relative price differences even when only absolute price 

differences are relevant). Subjects were asked (in an incentivized manner) to indicate for 11 

pairs of goods, given the price of one good, what is the maximal price of the other good for 

which they would prefer the latter. They received different prices for the same good. If 

subjects exhibit relative thinking, then those who receive a higher good's price will also be 

willing to pay more for the constant quality difference between the goods. The results seem 

to suggest that people are affected by two biases: Relative thinking, which is stronger when 

the goods are more similar; and a prominence bias - people focus on the value of the 

product they are pricing although what matters is the value difference between the two 

goods. 
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HERDING IN HOUSING MARKETS: AN BEHAVIOURAL EXPERIMENTAL ANALYSIS 

 

Baddeley, Michelle Catherine 

 

University College London, United Kingdom 

 

1. Introduction 

 

Housing market instability is often associated with financial instability in the wider economy 

and financial system, and some of this instability can be explained in terms of the 

destabilising impact of herding in housing markets. If home-buyers are following the crowd 

then house prices will deviate systematically from their fundamental values. This paper 

develops theoretical insights from herding models and applies them to an experimental 

analysis of herding behaviour in the context of housing decisions. 

 

2. Theoretical insights 

 

In mainstream microeconomic theory, herding is explained as the outcome of Bayes rational 

decision-making. People learn from others’ actions – information about others’ behaviour is 

valuable information in a world of imperfect information (e.g. see Chamley (2007), Banerjee 

(1992), Bikhchandandi, Hirschleifer and Welch (1992, 1998)). Whilst herding can be justified 

as a rational phenomenon in these models, it is nonetheless associated with market failures 

because it leads to “herding externalities” – reflecting an inefficient use of information. If 

people are following others, their potentially valuable private information will be lost. 

Experimental evidence consistent with Bayesian herding is analysed by Anderson and Holt 

(1996, 1997) and many others. Some of this evidence suggests that Condorcet’s rule has 

substance - collective decisions can be wise if they incorporate lots of uncorrelated 

information (Hung and Plott 2001, Surowiecki 2004). Other studies show that small amounts 

of individual irrationality can generate large aggregate effects under strategic 

complementarity though small amounts of rationality can generate large aggregate effects 

under strategic substitutability (Fehr and Tyran 2005). Camerer and Weigelt (1991) present 

experimental evidence that traders mistakenly infer information from uninformative trades, 

causing other traders to overreact, generating information ‘mirages’. 
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Reputation also plays a role in herding. When reputation matters, it is better to be 

conventionally wrong than unconventionally right - ‘wordly wisdom teaches us that it is 

better for reputation to fail conventionally than to succeed unconventionally (Keynes 1936). 

Drawing on Keynes’s insights, Scharfstein and Stein (1990) develop modern models of 

reputational herding within a conventional economic framework. The influence of 

reputation can also be explained in terms of the impacts of social norms, and individuals’ 

perception of attitudes and responses of others. Bernheim (1994) argues that approaches 

focusing on rational herding as social learning give only a limited explanation and neglect 

other important social influences. Social factors such as status and reputation can be 

embedded into individuals’ preferences, and it is also rational to follow others if your social 

group penalises deviations from accepted norms (see also Akerlof 1980, Jones 1984, Becker 

and Murphy 2000). 

 

In addition, a number of subjective and psychological factors will be important catalysts to 

herding. Asch (1952, 1958) showed many people follow misleading opinions from others in 

the context of simple tasks in which individual judgments are contradicted by group 

judgments - see Bond and Smith (1996) for a meta-analysis of Asch experiments. This may 

reflect the fact that intra-group pressure generates social effects, inducing an unwillingness 

to disagree amongst conformists. Deutsch and Gerard (1955) argue that evidence from Asch 

experiments are not inconsistent with herding because people will respond to intra-group 

pressure even without face-to-face interactions, e.g. when the “influence” is coming from 

machines. Shiller (1995) argues that conformity as a response to social pressure is just an 

extreme version of rational social learning: agreeing with the group may be the outcome of a 

rational comparison of the probabilities of different possibilities. In the circumstances, it was 

rational to infer that it is very unlikely that a large group of other people are all wrong about 

a simple decision; NS experimental subjects were rationally discounting their personal 

perceptions when favouring group information signals (Shiller, 1995). 

 

3. Herding in housing markets 

 

This paper takes these key theoretical insights about herding and applies them in an 

experimental analysis of housing valuations. In economic models, the fundamental value of a 

house is driven by expectations of uiltity, which in the context of housing assets, include the 

stream of imputed rents and also the expected increments to wealth that emerge with 

expected house price appreciation. These expectations will reflect the balancing of private 

and social information about long-run fundamental value and subjective influences. 

Cognitive biases will also play a role; home-owners’ satisfaction may increase in the short-

run just because their home’s value is increasing even though the owner has no intention to 

sell. In this case house price appreciation is generating intangible perceptions of value rather 
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than tangible value, and these perceptions will be driven by others’ willingness to pay. This 

may generate something like a speculative bubble: as more and more buyers buy houses 

during a housing boom, weights on fundamental values reflecting objective, non-social 

information will diminish, and late joiners to the herd will over-weight others’ willingness to 

pay in their own judgement of a property’s value. 

 

Influences from social psychology have also been analysed in the context of housing markets. 

Gibler and Nelson (2003) argue social pressure has distinct impacts on real estate decisions. 

Herding can be linked to heuristics and biases, for example via anchoring effects and loss 

aversion. Anchoring occurs when beliefs are anchored to prior experiences; a homeowner 

will anchor their judgments of a house’s value to press reports and anecdotal evidence. 

Odean (1998) and Shefrin and Statman (1995) assert that house buyers and sellers may 

similarly anchor expectations to prior peaks, meaning that they will be reluctant to realize 

their losses and/or will ride losers too long. Experimental evidence from Northcraft and 

Neale (1987) shows that house buyers will anchor their willingness to pay to list prices, and 

this can be linked into the patterns of habit persistence. 

 

The extent to which individuals are affected by the judgements of others can reflect their 

personality. Individuals’ perceptions about the value of reputation and social status will 

depend on personality traits associated with docility and sociability (Simon 1990), and this 

will affect susceptibility to herding externalities (Baddeley 2010a, 2010b, 2012). 

 

Apart from the impacts of anchoring, cognitive constraints may introduce other sources of 

instability into housing decisions. Genesove and Mayer (2001) apply these ideas to analyse 

loss aversion in housing markets. They point out the anomalous positive correlations 

between house prices and sales volumes across many OECD housing markets, with the 

effects being particularly pronounced in local markets. They also note the volatility in prices 

and the persistence of large housing inventories. They argue that the explanation lies in loss 

aversion; people assess gains and losses relative to a reference point (another example of 

anchoring) and they worry more about losses than gains. 

 

4. Experimental design and results 

 

This paper analyses evidence from housing experiments to capture the role of herding and 

social influence. Key factors incorporated in the model include various objective and 

subjective aspects of willingness to pay, including objective information relating to 

fundamental values, the informational and normative influences of others’ willingness to pay, 
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and individual differences/personality traits, including impulsivity, venturesomeness, 

empathy and cognitive reflexivity. 

 

The experimental design is based around experimental subjects’ willingness to pay for a 

range of real-world residential properties, given private information (including real world 

property details collected from real world property websites and estate agents’ valuations) 

and social information, i.e. the preceding valuations of other experimental subjects and 

group judgements overall. The group influence versus sequential herding influence is a novel 

experimental innovation designed to separate the impact of information herding (consistent 

with Bayes rational models of social learning) and group influence as analysed in social 

psychology. 

 

The experimental data were analysed econometrically using STATA to estimate a generalized 

linear model (GLM) incorporating a Gaussian distribution with cubic link function. Subjects’ 

valuations were estimated as a log-linear function of predecessors’ valuations, real-world 

estate agents’ actual valuations and individual characteristics, including personality traits. 

The key findings are that there is a tendency to converge to the group valuation, and this is 

stronger than tendency to converge to predecessor’s valuation, suggesting that group 

influences are stronger than Bayesian rational social learning based on sequential decision-

making. Personality traits and individual differences, e.g. in empathy and cognitive reflexivity, 

are significantly associated with tendencies to herd or not, and informational versus vs 

normative influences have different impacts depending on the subjects’ personality traits. 

The empathy finding confirms previous experimental findings from financial herding 

experiments (e.g. Baddeley et al. 2007, 2010). 

 

5. Conclusions and Policy Implications 

 

The empirical evidence presented here is consistent with the presence of social influence 

and has also demonstrated an experimental approach designed to separate informational 

herding (e.g. as consistent with Bayesian models of social learning) from group influences 

which are more likely to reflect socio-psychological factors such as social pressure. Further 

research is needed to separate the social, normative and psychological origins of housing 

herding behaviour to establish whether housing herding emerges because of cognitive 

constraints and social pressures. Also, further research could incorporate neuroeconomic 

methods and insights, such as those outlined in Camerer et al. (2004, 2005), to ascertain 

whether these housing herding effects have neural correlates. In addition, the theoretical 

and empirical approach could be extended to capture the impacts of financing constraints 
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and gearing, and/or the role of time preference, planning and attitudes towards the future 

outcomes. 

 

Whether or not herding plays a significant role in driving house prices is a important policy 

question. If housing herding is a rational device in the face of uncertainty, then the best 

policies will encourage better, quicker dissemination of knowledge and information about 

local housing market conditions, to reduce the impact of negative herding. If however 

housing herding reflects perceptions distorted by social and group influences, then policies 

designed to slow down housing market transactions, encouraging more deliberation before 

making decisions to buy and sell, could play a positively significant role in reducing housing 

market instability and its wider impacts. 

 

JEL codes: D70, D83, D85, R21 
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VULNERABLE PERSON ON WORK MARKET; BETWEEN SOCIAL ASSISTED STATUS AND EMPLOYEE 

STATUS 

 

Baican, Eugen 

 

Babes-Bolyai University, Romania 

 

The paper presents the results of extensive research at national level in Romania, which 

aimed to identify and analyze the factors that restrict and factors which increase 

employability in the labor market of people from vulnerable population categories. 

 

The wider context of this research aims foundation applied for the policy recommendations 

and employment services on the labor market of the vulnerable population categories. 

 

Briefly, the design methodology for the research purpose is: 

 

Area and population coverage: 6 development regions in Romania (total:8)  

 

Categories and number of subjects included in the research: 

 

1. People from vulnerable groups seeking employment or increased risk of loss of 

employment: 

- one focus group (8-10 subjects) in each of the six developing regions / counties. 

- topic for individual interviews by 1 in each of the 6 regions / counties (multiproblem 

vulnerable person, focusing on highly vulnerable categories) . 

 

2.Employers, owners and managers: 

 

- 2 subjects an individual interviews in each of the 6 regions / counties. 

 

3. The local government with responsibility for employment and social inclusion: 

- 1 subject for an individual interviews in each of the 6 regions / counties. 
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4. Institutions public / private providing employment and social inclusion: 

- 2 subjects an individual interviews in each of the 6 regions / counties. 

 

5. Charities and specialized NGOs working in the field of employment and social inclusion: 

- 1 subiect for an individual interviews in each of the 6 regions / counties. 

 

6. Staffing of sites and volunteers involved Centres for Social Inclusion: 

- 1 subiect for an individual interviews in each of the 6 regions / counties. 

 

Focus groups designed to focus on specific categories of vulnerable people are as follows: 

- One focus group with young people over 18 to leave / have left the child protection 

system; 

- One focus group with people over age 45 but before the statutory retirement age, which 

does not receive any income or guaranteed minimum income benefit; 

- One focus group with people over 18 who have family in care, a person with chronic 

diseases or disabilities that require constant care, or child with special needs who attend 

some form of special education (children with Down syndrome, autism, deafness, blindness 

etc.); 

- One focus group with young people (18-30 years) in rural areas that do not receive any 

income or guaranteed minimum income benefit; 

- One Focus groups with people over 18 homeless / living and living in unsanitary conditions 

in begging, collected garbage and other marginal resources; 

- One focus groups with people over 18 who have disabilities, disability, mental health 

problems and difficulty in integrating the labor market. 

 

Methods, tools and procedures in research: 

 

a.: Data collection: 

 

- focus group interview method; 

 

- Individual semi-structured interview method; 

 

b: data processing and analysis: 
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- Thematic analysis of narrative. 

 

Briefly results: 

 

Synthetic, corroborating the overall, results the following conclusions: 

 

a) labor market employability of people in vulnerable categories of population is low, 

difficult and evolving estimated unfavorable due to reasons relating both to vulnerable 

people themselves and due to causes related to other actors involved in the process: 

employers, providers (public and private) service qualification and employment mediation, 

employment and inclusion of the local government; 

 

b) in respect of vulnerable persons in employment and social inclusion, there is limitation 

and restraint, discrimination and exclusion and restraint and self exclusion in accessing and 

remaining in the labor market, the most important aspects here are the following: 

- Reduced concern for education and skills deficit registered in this regard, and deficit of 

social skills necessary for the labor market, 

- Lack of motivation, determination, realism and appropriate action for employment and 

social assisted complacency, 

- Lack horizon for developing their socio-professional life aspect in the context of traditional 

mentality, especially rural areas, which is reflected in the habit of "life on tomorrow today" 

subsistence-based livelihood opportunities and seasonal work "black "and passive 

expectation" that someday I can be better and sheep find me something ", 

- Complaining discrimination and marginalization to which they are subjected in 

employment and social inclusion plan, partly real, partly selfjustify for their restraint and lack 

of determination to work; 

 

c) as it concerns the other actors involved in employment in the labor market (employers, 

employment service providers, local government), there are also limitations as factual, 

objective and subjective limitations related attitudinal-opening and success in employment, 

namely to facilitate and support employment of vulnerable people, the most important 

aspects are the following: 

- practically all of the actors involved in the support, and facilitate labor market access for 

vulnerable people found directly complains that the current legislation of social assistance 
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through welfare-income support, encourage vulnerable people to indulge in social 

assistance status, not really willing to work (unless wages would be substantially higher than 

social) and not work, do not accept the help offered by service providers and local 

government institutions free training courses and mediation labor, and calls for change, 

adjust social assistance legislation and tax law related labor 

- advertise employers greater pressure on the criterion of efficiency and economic profit 

induces a labor market climate marked by socio-economic background, leaving it more open 

to understanding and accepting reduced rebate is required to be made by these criteria 

employment of vulnerable people with disabilities educational and professional 

qualifications, in addition to any disability, including social and attitudinal 

- limiting her total, as demanded by virtually all of the actors is what is that current 

regulations prohibit the acceptance of any vocational training courses free of vulnerable 

people who have completed at least 8 years of schooling, through this social category in 

question is practically blocked the vacancy organized labor markets and social neincluziunea, 

- nonregulation public announcement requirement by employers (private in this case) of all 

vacancies and their employment obligation by selection / competition open to all candidates, 

making it impossible to respect the constitutional right to free and equal access for all 

citizens to places for work, 

- discrimination and exclusion of these actors is seen dual labor market perspective, both 

factual discrimination and exclusion due to general social prejudices and negative personal 

and direct experiences as well as selfdiscrimination and self exclusion of vulnerable people 

by attitude in this regard and a lack of determination and effort required escalation 

vulnerabilities. 

 

d) the vulnerable and all other actors involved in filling labor market and social inclusion of 

vulnerable people complaining deficiencies concerning the organization and socio-economic 

climate of the country and shortcomings of public policies and legislation in the field, they 

view as responsibilities and possibilities for action, the direct mode, the other actors, the 

executive and legislative institutions at the central level of the state. 

 

. Recommendations arising from applied research 

 

Recommendations for the policy: 

 

i: Change, supplementing, adjusting both social assistance legislation and labor legislation 

and related tax legislation in the sense of excluding or substantially limit the current 
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situation in which many people in vulnerable categories of population in employment and 

social inclusion indulging in social status and refuses witnessed active measures of training, 

support and employability; For this, necessary actions should start in the depiction of 

persuasion, pressure and lobbying from all the actors involved in the labor market that were 

investigated in this work, but these changes realization that such power is vested in the 

central state, legislative and executive. 

 

ii) removal by legislative and institutional measures, the current total exclusion of any 

training courses, even for handmade crafts, unpretentious, persons who have not completed 

at least 8 years of schooling; For this, actions could and would have to start everything from 

the actors involved in the labor market to action and decision makers at the central level of 

the state. 

 

iii) stronger regulation by legislative and institutional measures and mandatory public 

announcement by employers (public and private) of all vacancies and their employment 

obligation by selection / competition open to all candidates; it can solve all the institutions 

of the central power of the state, but also by engaging in persuade their meaning, from the 

actors involved in the labor market. 

 

iv) organization / reorganization, regulatory and institutional level, vocational schools and 

education for vulnerable categories of people with disabilities somatic and / or mentality or 

educational deficit in a consistent and adequate formula and their needs ; for this, action at 

local and regional level for the purposes of defining those needs and organizational 

framework outlining the solutions could be the initial step necessary in action that can be 

completed at the levels of education and labor ministries. 

 

v): Creation of the regulatory and institutional framework necessary to intervene to change, 

mitigation mentality, attitude consisting of familiarity with traditional subsistence livelihood, 

life experiences on today and tomorrow in day labor and passive waiting and undefined 

good luck a better life, which characterize numerous categories of vulnerable people 

through policies, programs and civic education activities designed appropriately informed 

and attentive, creating opportunities opening demonstration and promotion horizon models, 

planting of ferment of change mentality in those communities; Such policies and programs 

should be designed and implemented to a greater extent than interventions at the local 

office. 
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Recommendations for the services: 

 

j) The organization of training and assistance to access the labor market and limiting 

vulnerability tailored to each vulnerable population groups and drawing more people 

multivulnerable categories, both in the design stage and the stage of implementation. 

 

jj): In the design and provision of services increased attention to equal or even greater 

attention paid to professional qualification services (which are currently the priorities), 

assistive services, counseling and support for sustainable socio horizon dedicated opening 

professional, social and professional skills development, motivation, determination, realistic 

attitude and adaptability for effective action in the sense of finding and keeping 

employment, shifting the traditional mentality of subsistence and livelihood based on 

passive waiting, overcoming attitude and action selfstigmatization, selfdiscrimination and 

self-exclusion. 

 

jjj): devising and implementing concerted action in zonal and regional level, with all other 

providers of services in this area in order to ensure that many service providers advertising, 

namely consistency, sustainability and durability of the results achieved training services, 

support and facilitation of employment in the labor market. 

 

jv): Extension services dedicated to serving vulnerable people directly for the purposes of 

qualification, employment support and labor market mediation, information services, 

awareness and persuading other actors involved in employment and inclusion at local and 

central level, in particular in the design and implement policies and programs in this area. 

 

Keywords: Vulnerable person, social assisted status, employee status, policies and services. 
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CONTRIBUTIONS TO A REAL-LIFE PUBLIC GOOD 

 

Bar-El, Ronen; Arbel, Yuval; Tobol, Yossef 

 

The Open University of Israel, Israel 

 

We examine the determinants of contributions to a real-life public good. We conduct five 

rounds of contribution experiments for the procurement of sustainable supplies to two 

colleges' synagogues. We find that the contributions increase with the reported monthly 

visits at the campus synagogue. We also find that the contribution path of the religious 

subjects (who make frequent use of their campus synagogue) is upward sloping, while that 

of the non-religious subjects (who rarely use their campus synagogue) is lower and 

decreases toward the end of the experiment. In addition, we find evidence that part of the 

contributions stem from participating in an experiment. We also conducted a standard five-

round linear public good experiment among religious subjects and found that the 

contribution path is downward sloping and that the contribution level is not related to the 

number of visits at the campus synagogue. In addition, we find that religious females 

consistently contribute more than religious males. Finally, we derive practical implications 

from our findings. 

 

Keywords: Public goods experiment, Cooperation, Intrinsic value of a public good, Experiment 

effect. 
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COUPLE EXPERIMENTS IN ECONOMICS 

 

Beblo, Miriam 

 

Universität Hamburg, Germany 

 

This panel gathers economic experiments that have been run with established couples as 

participants to test the underlying assumptions of household and family economic models. 

 

Keywords: decision-making, efficiency, bargaining 
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AN EXPERIMENTAL STUDY OF DE-STIGMATIZATION OF CRIMINAL LAW 

 

Belyanin, Alexis; Pogosova, Zinaida; Shestakova, Anna; Klucharev, Vasily 

 

Higher School of Economics, Russian Federation 

 

This paper explores the efficiency of a legal norm that allows to pay off a fine for clearing 

oneself of criminal record. This practice can have adverse effects on the crime rate, as both 

the punitive and the preventive natures of criminal punishment become defective. 

 

Despite these controversies, this practice had been common in some places, such as many 

states in the US, and in other countries, such as Russia. In this country, since 2011 a person 
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accused of some economic crime is allowed to compensate the cost of misdemeanor to the 

victim, and five times its cost - to the state budget, and go free of any criminal charges. This 

option is substantial not only because of moral losses, but also because of many restrictions, 

such as ban to teaching profession, deprivation of the right to be elected, visa problems etc. 

So far, however, this option has not been used, largerly because the legal convictions on 

these entitled charges are much lower than the due payment for cruminal de-stigmatization. 

This raises the question as to how appropriate is the fivefold penalty as a substitute 

punishment for criminal charges. More fundamentally, the question is does this option 

create positive or negaitve incentives for crimes, and does it serves to exacerbate or mitigate 

criminal intentions. We set under scrutiny this principle, and evaluate experimentally the 

subject's willingness to pay (WTP) for the right go de-stimgatize. 

 

Realisation of the such purposes of criminal punishment as restoring social justice, reforming 

a convicted person and preventing the commission of further crimes strongly depends on 

adaptability and quality of criminal norm's content. The creation of amendment proposals 

for criminal law is usually based on the political, juridically-technical and linguistic arguments, 

or on the experts’ subjective estimations (Zhalinskiy, 2008; Naymov, 2010). It happens 

without putting these arguments to grounded empirical scrutiny about the effects of this 

norm on human behavior, including decision to commit a crime, or effectiveness of criminal 

law implementation. The criminal law systems in general are based on such institutions as 

blameworthiness, punishability, free will. By contrast, neurobiological studies deny “the 

assumption about free will that underpin the foundational, moral principles of punishment, 

such as the principles of retribution articulated by philosophers of criminal law” (J. Greene, J. 

Cohen 2004; D. Eagleman 2011). 

 

We follow this interdisciplinary approach in analysis of offender’s decision-making process, 

by setting up a experimental programme aimed at first at the behavioural estimation of the 

moral cost of social stigma associated with socially disapproved action, and then at their 

neuroeconomic correlates. This approach allows us to test the hypothesis that fivefold 

compentation is unjustified as a preventive measure, and that criminal intentions will not 

decrease because of this possibility. 

 

For our behavioural experiment whose results are to be reported at the moment, we use a 

variant of investment game (Berg e.a., 1985) under stranger treatment. The sender 

(capitalist) has to allott at least 50% on his or her capital endowment to the receiver 

(enterpreneur). This latter has the amount passed on to him multiplied by a random factor 

from 1 to 4, known to the receiver but not to the sender. The sender is advised to return 

also not less than half of whatever he or she had obtained, but may also return less. Under-



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 64 

return, however, may be punsihed by the government (experimenter), which punishment 

comes at random with rather high probability of 85%. If caught, the cheating receiver is 

charged with fine equal to the sum of his underpayment only in the baseline treatment. In 

two experimental treatments, besides this fine, the fact that the receiver has been caught 

cheating is reported to the next matching sender for one and three consecutive periods, 

respectively. Knowing this, caught receivers can avoid prosecution by offering any part of 

their disposable income in the current period using the Becker-DeGroot Marshak (1963) 

mechanim over the range from due fine to six times this amount (to match the legal norm). 

Comparison of the amounts paid to avoide criminal charges in the control and two 

experimental treatment, we obtain an experimental measure of the reputational losses 

(stimatization). 

 

Estimated mean WTPs for de-stimgatization over 1100 observations was 0.99, 1.27 and 1.61 

for the control and two experimental treatments, respectively. This is much lower than the 

fivefold punishment norm. Deterrence capabilities of this norm was also found to be very 

poor: over 2/3 of subject who have committed at least one violation of the legal norm did so 

in at least 70% of the periods. Difference between WTPs in experimental and control 

treatments suggest that reputational losses (stimatization, in comparison to fine and moral 

losses) is also relatively low (about 0.6 the size of due fine). Taken together, these findings 

imply that legal allowance to go free of criminal charges is more likely to result in crime 

promotion than in crime deterrence. 

 

In a sequel, we shall complement behavioural measures by neuroeconomic ones, wherein 

we shall measure feelings like shame or guilt at the neuro level. 

 

Keywords: Behavioural Experiment, Criminology, Stigmatization, Willingness-To-Pay, 

Neuroeconomics 
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IS IGNORANCE BLISS? AN EXPERIMENTAL STUDY OF THE EFFECTS OF DIVERSITY ON TEAM 

PERFORMANCE WHEN MEMBERS ARE IGNORANT OF THEIR TEAM’S DIVERSITY 

 

Ben-Ner, Avner (1); Kramer, Amit (2); Donohue, Karen (3) 

 

1: University of Minnesota; 2: University of Illinois, Urbana-Champaign; 3: University of 

Minnesota 

 

Diversity in the background of participants in a group impacts their collective performance 

through three channels: collaboration, creativity and communication. Differences in 

background may be associated with dissimilarities in demographic attributes, values, beliefs 

and areas of interest that influence a person’s knowledge, perspective on various matters, 

understanding of different cues, and more. It is commonly argued that collaboration among 

members of a group decreases with diversity (negative effects of social categorization of 

members based on their background), creativity increases with diversity (different but 

complementary perspectives), and communication declines with diversity (for reviews, see 

Alesina and La Ferrara, 2005; Horwitz and Horwitz, 2007; Joshi and Roh, 2009; van 

Knippenberg and Schippers, 2007). 

 

We evaluate experimentally the effect of demographic, religious, ethnic and other forms of 

diversity on team performance in three different tasks. In a between-subjects experimental 

study carried out over networked computers, in one treatment, “veil,” we shut off the 

collaboration channel whereas in another treatment, “reveal,” we informed the four team 

members of all members: gender, musical preferences, political preferences, religion, 

ethnicity/race and nationality, which were found to impact concern for others in economic, 

social and work settings (Ben-Ner, McCall, Stephane and Wang, 2009). The information 

about these characteristics was obtained through information provided by all 180 

participants during the experiment registration process (several days before the experiment). 

 

The 20 “veil” teams and 25 “reveal” teams engaged in three tasks: a forecasting task, an 

economic choice under uncertainty, and an estimation task. Each participant first carried out 

each task individually before they were assigned to a team. The four members in each team 

then had 5 minutes to discuss (in a computer chat room) the solution to the task and submit 

a consensus decision. All team members received equal monetary reward for the quality of 

their team performance. 
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Controlling for group members’ task-related abilities (their individually-submitted solution), 

we find that diversity on all the dimensions included in the analysis is good for performance 

on all three tasks. However, revealing the information about team members’ characteristics 

(religion, musical preferences, political orientation, gender, nationality and ethnicity) 

eliminates the benefits of diversity for the forecasting and estimation tasks, but not for the 

decision-making under uncertainty task. Our (preliminary) conclusion is that the creativity 

and communication channels combined produce net positive effects on performance, 

whereas the collaboration channel (in the ‘reveal’ treatment) produces a negative effect of 

approximately the same (countervailing) magnitude for the forecasting and estimation tasks, 

resulting in no net effect of diversity on political, national, religious, ethnic and gender 

dimensions. In other words, diversity is good for these two types of tasks only if group 

members are ignorant of it. In contrast, diversity is good for the uncertainty task whether or 

not it is revealed. 

 

Keywords: diversity, performance 
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THE POLITICS OF HOPE AND FEAR: RISK PERCEPTIONS OF GOOD AND BAD EVENTS AND 

WORLDVIEWS 

 

Ben-Ner, Avner; Gabrielsen, Susanne 

 

University of Minnesota 

 

There is renewed interest in understanding the factors that shape political, cultural, 

economic and social views. In this paper we expand on recent literature that links 

worldviews to fear, disgust and other deep-seated traits and emotions. We extend the 

construct of risk perceptions – subjective evaluation of the probability of occurrence of rare 

events – to distinguish between good (desirable) and bad (undesirable) events. We classify 
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individuals along two scales, ‘hope’ and ‘fear’ relative to good and bad events, respectively. 

There are those who, compared to their peers, tend to overstate the probability of 

occurrence of good events (Hopeful) and those who tend to understate these probabilities 

(Forlorn), and those who tend to overstate the probability of bad events (Fearful) and those 

who understate them (Unworried). We argue that risk perceptions reflect individuals’ 

adaptive characteristics, basic attitudes that are determined by their fundamental 

personality and physiological traits, inherited genetic make-up and formative childhood 

influences. 

 

On the bad events scale, the Fearful seek protection against entities, actions and groups they, 

in contrast to the Unworried, regard as dangerous; they may seek protection by a strong 

military, a strong state, a reassuring faith, a supporting community, and other context-

influenced sources (as in “God, Country, Family”). On the good events scale, the Hopeful are, 

compared to the Forlorn, confident that good things will happen, so they seek no 

intervention through policy or individual action to facilitate the occurrence of things they 

like; they are inclined to laissez faire worldviews. 

 

We conducted a study with approximately 600 student participants. We determine whether 

individuals are Hopeful or Forlorn on the basis of their subjective estimations of five rare 

good events (e.g., what is the likelihood of a lost wallet being returned and living to age 100), 

and whether they are Fearful or Unworried on the basis of their subjective estimation of five 

rare bad events (e.g., what is the likelihood of being struck by lightning or dying in an 

automobile accident). We also asked participants to state their views on 8 items (e.g., on gay 

marriage, religion and politics). We found that the Fearful as compared to the Unworried 

support more the war in Iraq, disapprove of gay marriage, distrust more other people, hold 

stronger religious beliefs and are politically more conservative. We also found that the 

Hopeful, in contrast to the Forlorn, support less pro-choice and gay marriage and are more 

trusting of others. We also found that Fear is a stronger determinant of worldviews than 

Hope. We also report findings on determinants of risk perceptions. 
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REASONING IN MORAL JUDGMENTS: THE IMPACT OF PLACEBIC INFORMATION. 

 

Białek, Michał; Tyszka, Tadeusz 

 

Kozminski university, Poland 

 

Introduction 

 

Imagine you are standing next to tracks and see a trolley running loose. On the track are five 

workers, who will die if you don’t do anything. You see a lever and know that if you pull, it 

will change the tracks of the trolley to other tracks, where is only one worker. He will die, 

but five others will be saved. Should you pull the lever? As several studies show majority of 

individuals tend to make the sacrifice decision (Bialek & Handley, 2013; Lanteri, Chelini, & 

Rizzello, 2008; Shallow, Iliev, & Medin, 2011). Those, who think it’s allowed to make a 

sacrifice are classified as utilitarian and those refusing to do so are classified as deontologists 

(but see the discussion of (Kahane, 2014) 

 

Once again, the trolley is headed for five people. You are standing next to a large man on a 

footbridge spanning the tracks. The only way to save the five people is to push this man off 

the footbridge and into the path of the trolley. Is that morally permissible? In this problem 

majority of people tend to refuse making the sacrifice (Waldmann & Dieterich, 2007). 

Perhaps, because of the direct character of action and personal force which has to be 

applied. However, this change is irrelevant to the moral problem – the sacrifice still has to be 

made, just the means are different. Greene (Greene, 2007, 2014; Greene & Haidt, 2002; 

Paxton, Ungar, & Greene, 2012) explain this difference as follows: Sacrificial moral dilemmas 

elicit strong affect and are subjectively difficult to solve. This emotionally driven intuition 

encourages individuals to make deontological moral judgments. However reflection makes 

the consequences salient and increases the likelihood of making utilitarian judgments. On 

the other hand Białek and Handley (Białek, 2015; Białek, Handley & Terbeck, 2015, Białek & 

Terbeck, 2015, Handley & Trippas, 2015) proposed a model, in which both deontological and 

utilitarian judgments are intuitive in nature, but the features of a problem can increase the 

salience of one or another moral intuition. They assume that the compelling internal conflict 

caused by moral dilemma requires an individual to look for arguments which could help him 

or her to make a decision. 
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Following this line, the aim of the present study was to investigate how people try to reduce 

this internal conflict and to reach a decision. Perhaps, among possible arguments one can 

use the so-called placebic information. By this we mean using any argument that has the 

syntactic structure of an argument, but is semantically uninformative (Boster et al., 2009; 

Dolinski & Nawrat, 1998; Simon & Scurich, 2011). Function of placebic arguments was first 

investigated in a context of social influence by (Langer, Blank, & Chanowitz, 1978). The 

example of this type argument they used is: “please allow me to use the copy-machine 

because I need to make copies”. Thus, we formed hypothesis that placebic information may 

be used as conflict-resolving argument which helps to solve a moral dilemma. 

 

Study 1 

 

We designed a study in which we tracked the use of placebic information, regarding 

extremely low uncertainty of described consequences, which we hope will be used by 

individuals to solve the moral dilemmas. 

 

Participants 

 

N=132 individuals participated in the study (56.3% female, mage=28.2, range 26-55). They 

were recruited among SWPS students by email advertisement. 

 

Materials and procedure 

 

Individuals were presented in polish with a modified version of the trolley dilemma. 

Experimental manipulation was addition of a specific sentence: there is a very small chance 

(far below 1%) that this person (people) will survive. In result we either added an illusionary 

chance of: (a) 5 people in danger to survive or (b) the one person who should be sacrificed to 

survive. These versions have been contrasted with control, unmodified, version of the 

dilemma. 

 

This additional sentence does not significantly change the utilitarian characteristic of a 

dilemma; instead of 1:5 now there is .99:5 or 1:4.95. Because of this minor change in the 

utility, we expect those individuals who reflexively consequence are tallying not to be 

affected by this manipulation. Those, who follow deontological rule of not making any 

sacrifice also should not be affected by this manipulation as their intuition makes them 
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reluctant to taking the action in each version of dilemma. However those, who are in conflict 

and urge to find a solution should focus on the placebic information to greater extent. 

 

Results 

 

Ratio of utilitarian judgments are shown on Figure 1. Chi-2 test was applied to test the 

impact of placebic information on decision, which showed marginal significance of the 

manipulation (X2=5.339, p=.069). 

 

Figure 1. Ratio of utilitarian decisions. 

 

Study 2 

 

Since in Study 1 we found only marginal significance of the manipulation, we decided to 

replicate the research. In fact, in Study 2 we extend research by dramatic decreasing the 

chance of particular 

 

people to survive (from .01 to in range of one in a million). We also added direct sacrificial 

dilemma (requiring personal force to make a sacrifice). 

 

Participants 

 

N=89 individuals participated in the study (62.2% female, mage=28.24, 22-54). They were 

recruited among Kozminski University students in exchange for course credits. Participants 

were divided into 4 groups, each included one control dilemma and one modified dilemma 

of other type, e.g. control version of trolley dilemma and modified lifeboat dilemma with a 

minimal chance of surviving the 1 person considered to be sacrificed. 

 

Materials and procedure 

 

The study was a pen and paper study. In this version we used one indirect moral dilemma 

(trolley) and one direct (lifeboat). The direct dilemma requires an individual to throw an 

injured man overboard from a sinking lifeboat, otherwise all passengers will die. Each 

participant was presented with 1 control dilemma and 1 modified dilemma. 
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Results 

 

Descriptive statistics of responses in dilemmas are presented on Figure 1. 

 

Figure 1. Percent of utilitarian decisions depending on version of a dilemma. 

 

Data was analysed in 2 (direct-indirect; within-subject) by 3 (chance of 1/5 people surviving 

and a control group; between-subject) between subject ANOVA design. A main effect of 

directness (F=15.999, p<.001, n2=0.85) and of placebic information (F=3.896, p<.05, 

n2=.043) but no interaction effect (p>.25) were observed. As expected more individuals 

were utilitarian in indirect dilemmas than in direct dilemmas (73.8% and 45,6% respectively), 

also placebic information increased likelihood of particular decision: chance of surviving 1 

person increased ratio of utilitarian judgments (71.9% utilitarian judgments) compared to 

control dilemma (58.9%) while chance of surviving 5 people increased likelihood of 

deontological decision (48.2% utilitarian judgments). 

 

Discussion 

 

In both studies the impact of placebic information has been confirmed. We believe this 

provides support for the parallel-activation intuitionist model of moral judgments. Indeed, if 

the intuitionist 

 

model of moral judgments is correct, the placebic information can have impact on moral 

judgments by increasing salience of particular intuition, either deontological or utilitarian, 

depending of which one is supported by an additional placebic argument. Naturally, further 

research is needed, but our data can give an impulse for others to test this hypothesis.. 
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FEEDBACK AND EMOTIONS IN THE TRUST GAME 

 

Bischoff, Ivo; Ihtiyar, Özcan 

 

University of Kassel, Germany 

 

We conduct an experiment on the impact of feedback in the Trust Game. In our treatment 

group, the Trustee has the opportunity to give feedback to the Investor (free in choice of 

wording and contents). The feedback option is found to reduce the share of Investors who 

sent no resources to the Trustee, while the impact on average behavior is less pronounced. 

The notion proposed by Xiao and Houser (2005, PNAS) according to which verbal feedback 

and monetary sanctions are substitutes is not supported. We use the PANAS-scale (Mackin-

non et al., 1999) to capture change in subjects’ short-run affective state during the experi-

ment. Receiving feedback has an impact on the Investors’ short-run affective state but giv-

ing feedback is not found to have an effect on Trustees’ short-run affective state. 

 

Keywords: Trust Game, Feedback, Short-run affect, Emotions 
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POLICY PREFERENCES FOR INHERITANCE TAXATION: EVIDENCE FROM GERMAN SURVEY DATA 

 

Bischoff, Ivo; Kusa, Nataliya 

 

Kassel University, Germany 

 

1. Introduction 

 

While the public generally accepts substantial taxes on income, the acceptance even for a 

very moderate taxation of inherited wealth is low. Given the amount of wealth to be trans-

ferred in the next decade and the financial restrictions of the public sector in many countries, 

it is puzzling to see that democratic societies leave this tax base largely untouched (e.g., Aura 

2004; Dowding, 2008; Prabhakar, 2008; Beckert, 2013). This seems even more puzzling if we 

realize that the bulk of tax revenues on inherited wealth stems from a small percentage of 

very high transfers. The median voter can be quite certain not to pay taxes on 

intergenerational transfers but do benefit – in whatever form – from the extra budgetary 

means. Little research has been done to solve this puzzle. The current paper presents an 
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empirical study that provides one of the first comprehensive studies on this issue. Based on 

a survey among 3500 German citizens, we analyze the factors that drive citizens’ policy 

preferences regarding the taxation of inherited wealth. Our research question is the 

following: Which factors make some people support inheritance taxation and which factors 

make others oppose it? 

 

2. Review of Literature 

 

Since their very beginning, human societies witnessed transfers of resources between 

generations. A substantial part of intergenerational transfers takes place within the family. 

Some of these transfers are monetary, especially gifts and bequests (e.g., Kopczuk and 

Lupton, 2007). In addition, time is often transferred, e.g. when relatives provide long-term 

care (e.g., Arrondel and Masson, 2001). This paper focusses on intra-familiar bequests, i.e. 

transfers of wealth flowing from parents to their children after the parents died. Most 

Europe-an countries tax the wealth transferred between generations by an inheritance tax. 

This tax is paid by the heir who receives the transfer. It is accompanied by a tax on gifts 

among the liv-ing. In most cases, transfers taking the form of parents paying for their 

children’s education are not taxed and tax exemptions are granted for inter-vivos transfers 

of wealth below a cer-tain threshold. 

 

Some scholars argue that transfers from the old to the young generation are motivated by 

the wish to support their offspring (Coall and Hertwig, 2010). An increase in inheritance tax 

burden makes these altruistic parents increase the amount of wealth transferred to their 

children. At the same time, altruistic parents are in danger of being exploited by their 

children (e.g., Bruce and Waldman, 1990). Other authors argue that bequests must be seen 

as part of a system of exchange and direct reciprocity. Accordingly, monetary support from 

parents to children is given in exchange for transfers the parents themselves received from 

their children. These comprise long-term care, attention and access to the grandchildren 

(e.g., Bernheim et al., 1985). If bequests are part of an intergenerational exchange, the 

inheritance tax places a tax wedge between the price parents have to pay for attention and 

long-term care and the price children get for their services. This tax wedge makes 

commercial providers of long-term care more attractive for the parents. 

 

There is a growing body of literature explaining citizens’ policy preferences regarding in-

come taxation. The number of studies that focus explicitly on inheritance taxation is, 

however, limited. Slemrod (2006) shows that people who overestimate the tax burden on 

small bequests are more likely to oppose inheritance taxation. Hammar et al. (2008) finds 

that the support for the Swedish estate tax is lower the older the citizens are. In this paper, 
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we provide a compre-hensive study of citizens’ policy preferences regarding inheritance 

taxation. It covers a number of factors that have not been analyzed before. 

 

3. Main Hypotheses 

 

Our main hypotheses are the following: 

 

H1 (exchange motive): Subjects who regard bequests as one element in a system of re-

ciprocal transfers are less likely to support the inheritance tax. The reason is that inheritance 

taxes may have a negative impact on the willingness of the young generation to provide 

long-term care for the old. Thereby, they are expected to reduce intra-family care giving – a 

way of providing long-term care that most people in Germany prefer. 

 

H2 (indirect reciprocity): Subjects who accept the social norm of indirect reciprocity are less 

likely to support the inheritance tax. The rationale behind this hypothesis is essentially the 

same as the one behind H1. 

 

H3 (self-interest): Subjects expecting to receive a significant bequest or planning to transfer 

substantial amounts to their offspring are less likely to support the inheritance tax. 

 

H4 (inequality aversion): Inequality-averse subjects are more likely to support the inher-

itance tax. 

 

H5 (misperception of effective tax burden): Subjects entertaining an upward biased per-

ception of the effective tax burden from the inheritance tax are more likely to oppose the in-

heritance tax. 

 

H6 (gender/sex). A special focus rests on the question whether there is a difference in policy 

preferences between women and men. Women are more likely to inherit wealth from their 

spouse and thus finally decide about the distribution of bequests between their offspring. In 

addition, they deliver the largest part of childcare and long-term care and are more likely to 

be in need of long-term care when they are old. In sum, women are more likely to be at the 

heart of intergenerational exchange relations. 
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4. Empirical analysis 

 

We test the hypotheses above using data from a representative survey among 

approximately 3500 individuals between the age of 19 and 71 living in Germany. The 

endogenous variable is taken from the answers to the following question (hereafter tax 

preference question): “Many countries, among them Germany, levy taxes on inherited 

wealth. …. Do you think that it is generally fair that inherited wealth that exceeds a certain 

amount is taxed, or do you consider it wrong?” Approximately 43 percent of the 

respondents support inheritance taxation as gen-erally fair, while more than 57 percent 

oppose it. We use a Probit-model to estimate the impact of different factors on the 

probability that subjects support inheritance tax. 

 

The data is collected in two consecutive survey waves. The first wave contains the tax 

preference question plus a number of questions on subjects’ beliefs regarding the economic 

impact of bequests, their knowledge about the current tax burden, and the degree to which 

they adhere to the social norm of indirect reciprocity. The second wave contains two 

vignettes that elicit subjects’ views on the motives that drive bequests. In addition, subjects 

are asked for their personal experience in inheritances, paying inheritance taxes and 

providing long-term care. 

 

So far, only data from the first wave is available. Based on this data, we run first regres-sions. 

We find evidence that subjects’ policy preferences are driven by material self-interest. In line 

with the literature, our preliminary results clearly show that subjects who overestimate the 

tax burden for small transfers are more likely to oppose inheritance taxation. Women are 

less likely to support for inheritance taxation while support is higher among subjects who be-

lieve that inheritances flow primarily to high-income households. Subjects who believe that 

the government intervenes too heavily in family issues and thereby weakens 

intergenerational ties are less likely to support inheritance taxation. 

 

 

5. First conclusions and next steps 

 

The results obtained from the analysis so far are very promising. By the end of June 2015, 

data from the second survey will be available. This will provide us with the necessary data to 

test for the impact of subjects’ view on the exchange motive of bequests: Is support for 
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inher-itance taxation lower among subjects who regard bequests as the “final payment” in a 

system of exchange between generations? 
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Experimental evidence of behavior in social dilemmas is conclusive in that, on average, 

people cooperate to some extent. In contrast to most public goods in real life, experimental 

setups rest on the assumption of a certain return from contributing. In this paper, we use an 

experimental public goods game to study how risk and uncertainty in the return from 

contributing affects voluntary contribution levels and how cooperation und risk and 

ambiguity evolves over time. Social settings of this character include eco system restoration, 

carbon emission sequestration, team work, and recycling. Ex-ante we expect risk (known 
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probabilities) to reduce contributions to public goods. There is no evidence on ambiguity 

(unknown probabilities) in social dilemmas. We know from previous studies on risk and 

uncertainty in individual decision making that people on average are ambiguity averse, i.e., 

they are even more willing to avoid situation involving true uncertainty. A better 

understanding of these mechanisms is important from a policy and institutional design 

perspective, and our study provides a first step in that direction. 

 

Our experimental design use a standard linear public goods experiment with known payoff 

structure as a control and two treatments. In the risky treatment, it is common knowledge 

that the marginal per capita return from the public good can take on either a high or a low 

value, with equal probability. Values are chosen in a way that the social dilemma aspect is 

retained, regardless of whether the low or the high marginal per capita return applies. In the 

uncertainty/ambiguity treatment, the probabilities of the low or high marginal per capita 

return on the investment are unknown. Uncertainty is introduced by using an Ellsberg urn to 

determine the marginal per capita return. 

 

We hypothesize that risk and uncertainty decrease the contributions to public goods 

compared to our control treatment. Our results are relevant for validating the 

generalizability of experimental results. The experimental design has already been 

developed, and the experiments will be carried out in June 2015. 

 

Keywords: Public goods, conditional cooperation, experiment, risk, ambiguity 
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DOING GOOD OR UNDOING HARM - FRAMING VOLUNTARY CONTRIBUTIONS TO CLIMATE 

CHANGE MITIGATION 

 

Blasch, Julia 

 

ETH Zurich, Switzerland 

 

A series of experiments shows that the level of cooperation in public good games depends 

on whether the situation is framed positively, i.e. as a game in which individuals contribute 

to a public good, or negatively, i.e. as an equivalent public bad game in which individuals 

take from a common pool (Andreoni 1995; Brewer and Kramer 1986; Fleishman 1988; 

Sonnemans et al. 1998). In this paper, we examine whether the observations made in these 

experiments can be transferred to a setting in which making a contribution to a public good 

is either framed as an act of 'doing good' or an act of 'undoing harm'. As an application for 

such a setting we compare contributions to a climate change mitigation project when 

individuals are asked either to donate to the project or to offset own CO2 emissions in the 

same project. Voluntary carbon offsets can be considered a specific form of public good 

provision that aims at neutralizing a previously caused negative externality (i .e. the fostering 

of climate change through consumption-related CO2 emissions). Although the decisions to 

either donate or to offset are structurally identical, as both involve contributing to a climate 
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change mitigation project, we propose that the framing of the situation differs in that 

donating money is associated with an act of 'doing good', while offsetting or neutralizing 

own CO2 emissions rather means 'undoing harm'. We expect that this change in the 

reference point of the contribution decision impacts both on the probability to contribute 

and on the level of contributions. 

 

Such a variation in the presentation of a decision situation in which objectively equivalent 

information is encoded in different ways is known as framing (Levin et al. 1998). According 

to Tversky and Kahneman (1981), the framing of a decision situation determines an 

individual's conception of "the acts, outcomes, and contingencies associated with a 

particular choice" (Tversky and Kahneman 1981, p.453). Previous research has shown in 

manifold ways that framing decisions may influence individual choices (Kahneman and 

Tversky 1984; Levin et al. 1998). In our study we adopt goal framing in the context of 

voluntary contributions to climate change mitigation. By definition, goal framing is 

associated with a change in the reference point of a decision that affects an individual's 

goals in the specific situation (Levin et al. 1998). This is done by presenting the 

consequences of a choice or action as either positive or negative outcomes, e.g. by stressing 

either the positive consequences (potential gain) of performing an act or the negative 

consequences (potential loss) of not performing the act. Goal framing theory postulates that 

the change in the presentation determines the persuasive impact of the information on the 

decision maker (Levin et al. 1998). 

 

As mentioned before, several applications of goal framing in the context of public good 

provision (e.g. Brewer and Kramer (1986), Andreoni (1995), Sonnemans et al. (1998)) 

compare the level of contributions in a public good game, in which subjects have to decide 

how much to give to a public good (positive framing), to the level of contributions in an 

equivalent public bad game, in which subjects have to decide how much to take from a 

common pool (negative framing). While Brewer and Kramer (1986) find that individuals are 

more cooperative in the negative framing (public bad game), Andreoni (1995) and 

Sonnemans et al. (1998), for example, report a higher level of cooperation in the positive 

framing (public good game). The above-cited research thus does not provide a clear 

prediction on whether a positive or a negative framing leads to higher levels of cooperation. 

Furthermore, it remains widely unknown what drives the observed (different) framing 

effects in these types of experiments and whether heterogeneous individuals react 

differently to the framing. Apart from some studies that relate framing effects in public good 

provision to social preferences (Park 2000; Sonnemans et al. 1998) there is little research on 

the relationship between framing effects and individual characteristics. If heterogeneous 

reactions to the framing are not accounted for, group-specific framing effects may cancel 

each other and thus remain unidentified. 
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The framing we apply is similar, though not completely comparable to the above cited 

experiments as our setting represents a giving situation in both framings. Yet, it involves a 

change in the reference point of the decision comparable to the public good/public bad-

framing. We therefore consider our study similar enough to relate our results and 

conclusions to the above-cited experiments. Our analysis is based on data from an online 

survey conducted in the German speaking part of Switzerland in February and March 2014. 

As we study the framing of the contribution decision outside of the laboratory in a survey 

setting, our analysis is based on a relatively heterogeneous sample. To account for 

heterogeneity in the reactions to the framing, we relate the potential framing effects to 

individual characteristics such as moral motivations, prior experience with contributions to 

climate change mitigation and involvement in the decision situation. We find that the 

framing of the decision either as an act of 'doing good' or as an act of 'undoing harm' 

matters for specific types of individuals. It influences both their decision to contribute and 

the level of their contributions. 

 

With respect to the influence of moral motivations, we differentiate individuals with respect 

to the relative intensity of feelings of 'green guilt' (Kotchen 2009) or 'cold prickle' (Andreoni 

1995) they experience when not making contributions to climate change mitigation as 

compared to the feelings of 'warm glow' (Andreoni 1990) they experience when making 

contributions to climate change mitigation. Individuals with a lower ratio of 'cold prickle' to 

'warm glow' (i .e. with relatively stronger feelings of 'warm glow') seem to be more likely to 

make higher contributions in the 'Donation framing' condition. Individuals with a higher ratio 

of 'cold prickle' to 'warm glow' (i .e. with relatively stronger feelings of 'cold prickle') seem to 

be more likely to make higher contributions in the 'Offset framing' condition. We suggest 

that this finding can be explained with a concept we refer to as 'loss aversion' in terms of 

altruistic utility, a synthesis of the theory of loss aversion (Kahneman and Tversky 1979; 

Tversky and Kahneman 1991) and the concept of 'impure altruism' (Andreoni 1990). With 

the idea of 'loss aversion' in the context of altruistic utility we offer a new explanation for 

framing effects in public good provision. 

 

In addition, we find a significant influence of both prior experience and involvement in the 

decision situation on the effects of the framing. We find that experienced individuals are 

more likely to make a high contribution when they are in the 'Donation framing' condition, 

while inexperienced individuals are more likely to make a high contribution when they are in 

the 'Offset framing' condition. Following Celsi and Olson (1988), Petty and Cacioppo (1979) 

and Petty et al. (1983), we further expect a moderating effect of involvement in the decision 

situation. Our results show that individuals who were little involved in the decision task were 

more likely to contribute (more) in the 'Offset framing' condition, while individuals that were 
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more strongly involved in the decision task were more likely to contribute (more) in the 

'Donation framing' condition. 

 

Overall, our results suggest that for a substantial share of our respondents feelings of 'warm 

glow' and the 'doing good' framing seem to be stronger motivators for making contributions 

than feelings of 'cold prickle' and the 'undoing harm' framing. Yet, the 'Offset framing' or 

'undoing harm' condition increases the level of contributions of individuals who are either 

'loss averse' in terms of altruistic utility, inexperienced with respect to financing mitigation 

projects, or who show little involvement with the decision task. It seems that many 

individuals have not yet developed robust preferences for making contributions to climate 

change mitigation and are therefore particularly susceptible to contextual cues. 

 

Keywords: Voluntary giving, Public good provision, Framing, Carbon offsets, Climate change 

mitigation 
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WILLINGNESS TO PAY AND FRAMING EFFECTS 

 

Blondel, Serge 

 

University of Angers, France 

 

Although decision theory predicts specific behaviours, many experiments, in line with those 

of Kahneman and Tversky demonstrated that the decision is highly influenced by framing 

effects (Kahneman and Tversky, 1981). Thus, two different framings, although normatively 

equivalent, can lead to very different decisions. Tversky and Kahneman (1981) demonstrated 

systematic reversals of preference when the same problem is presented in different ways, 

for example in the Asian disease problem. The change in the decision frame between the 

two groups of participants produced a preference reversal: when the programs were 

presented in terms of lives saved, the participants preferred the secure program. When the 

programs were presented in terms of expected deaths, participants chose the gamble.] 

 

Concerning, the willingness to pay (WTP), it is well known that it could be subject to 

systematic biases. For example; there is a significant disparity between (WTP) and 

willingness to accept WTA (Knetsch and Sinden, 1984): WTA is significantly higher than WTP. 

 

Here, we focus on how is framed the WTP in an experiment. To our knowledge, there is no 

experimental study of why there is a unit price or a weight price, and how it influences the 

decision process. The closer one is Burson, Faro & Rottenstreich (2012), where the 

WTA/WTP ratio is higher for a unit and decreases with the number of products. But here, 

the number of products is constant. 

 

We will present some original results of an experiment where 50% of the subjects have given 

a unit price, while the other ones have given a weight price. In both cases, the objective was 

the same: to buy four apples with an endowment of 3 euros. It was a short experiment, just 

after a longer hedonic study. We used the BDM mechanism (Becket et al., 1963) 

 

The unit price is significantly higher. We will explain this result in light of the reference-

dependent model (Tversky and Kahneman, 1991). 
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Consideration of social identity and trust as factors of consolidated public opinion formation 

is due to mutual social processes connected with formation of social identity, trust and 

public opinion.  

Social identity is seen as the basis for consolidated public opinion formation. According to 

Tajfel (1978), Tajfel & Turner (1979) social identity is a part of self-concept which arises on 

the basis of knowledge about membership in social group (or groups) together with 

emotional significance of this membership. Each social identity is formed as a result of group 

(ingroup) membership and opposition to other, outgroup. Processes of social comparison lie 

in the basis of social identity formation. People evaluate believes and abilities comparing 

themselves with others in the process of social interaction. 

Ingroup is compared to similar or different outgroup, parameters of comparison are social 

categorizations which are stereotypical constructs as they determine borders of group 
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membership (Festinger, 1954). People also need to define value of their group in comparison 

to another group by intergroup comparison. Motivation for such comparison lies in the need 

for positive social identity: the one which shows positive distinctive features of a person and 

ingroup according to significant characteristics. 

 K.V. Korostelina (2003) determines values and attitudes as meaning content of social 

identity. An important factor which effects changes in the system of social identities lies in 

shifts of values priority and shift of aims. 

System of values orientation is formed on the basis of individual experience, personal and 

professional roles. One system of values determines interaction with family and friends, 

second – professional behaviour (Rokeach, 1968). M. Rokeach (1968) distinguishes between 

terminal and instrumental values. Terminal values are long-term or final goals which an 

individual strives for. Instrumental values are goals determined by everyday experience, they 

are short-term.  

According to M. Rokeach & G. Rothman (1965) there is hierarchy of believes, attitudes and 

values. Believes form attitudes. Attitude can be composed of many believes, plenty of 

attitudes merging form a value. Believes, attitudes and values are interconnected and exist 

in hierarchy as a single system of believes. 

G. W. Allport (1935) determines attitude as a psychological state of readiness organized by 

experience. It effects individual’s reactions on all objects and situations which he / she 

encounters.  

K. V. Korostelina (2003) in her research showed interconnection between attitudes and 

social identity. Basic identities are connected with stable attitudes which effect personal life 

position, perception of ingroup and outgroup.             

 

 

Figure 1. Social identity model 
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Theoretical model of social identity (Bondarevskaya, 2008) consists of meaning content, 

styles of interpersonal interaction in which it is revealed and behavior in concrete situation 

of interaction. Meaning content includes system of values and attitudes, while values lie in 

the center (the most stable component), attitudes (more apt to changes) lie in the layer next 

to the center. Third layer, styles of interpersonal interaction, is even more apt to changes 

than the previous ones. The outer layer, behaviour in concrete situation, is the most apt for 

changes, e.g. in the process of training programs. 

All components of this theoretical model of social identity are inseparably connected with 

consolidated public opinion. Styles of interpersonal interaction and behaviour in concrete 

situation of interaction correspond with such characteristics of consolidated public opinion 

distinguished by P.D. Frolov (2014) as desire and readiness for communication, negotiation, 

orientation on rules for mutual position achievement, mutual perception, argumentation, 

conflict resolution, readiness of public opinion bearers to change it or on the contrary to 

influence others. Orientation on definite rules according to P.D. Frolov (2014) allows 

determining type and prospects for public opinion consolidation.  

As for meaning content of social identity, values and attitudes of social group a person 

identifies himself / herself with determine what opinion this person reconstructs. Wherein 

the more salient is the social identity in the system of social identities of the person the 

more significant is the opinion of the group for the person.  

Besides salience of social identity, actuality of social identity is very important for 

determination of opinion significance. Actuality is conditioned by situation, context of 

interaction. For example, ethnic identity can be not salient in the system of social identities 

of a person but in situation when a person finds himself / herself in a group where the 

majority of people belong to different ethnic group, especially when this situation is conflict, 

ethnic identity becomes actual. If such situations repeat, ethnic identity can become salient 

in the system of social identities of a person. Respectively opinions which he / she assigns to 

own ethnic group will become important for him / her.  

Striving for positive social comparison in favour of own ingroup (ingroup favoritism) 

stipulates tendency to evaluate more positively opinions ascribed to ingroup than opinions 

ascribed to outgroup. This phenomenon can be flattened by existence of more general 

overgroup values because values are more transcendental criteria for intergroup comparison 

than opinions.  

According to social identity model mentioned above opinions are on the level of attitudes. 

Consolidated public opinion can be formed in case there are mutual values between groups 

and working out mutual generally accepted rules of interaction, and then differences 
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between opinions can be minimized. Existence of mutual intergroup goals will be additional 

factor for decrease of ingroup favoritism.  

Consolidated public opinion formation is impossible without a definite level of trust between 

members of ingroup and outgroup. P.D. Frolov (2014) mentions necessity to consider 

peculiarities of emotional component of relations between members of different 

communities for determination of public opinion consolidation level. First of all attention 

should be paid to trust level, empathy and mutual understanding between those who have 

different opinions. Absence of trust, negative emotional perception can demolish those 

values and meanings which used to unite society. 

When representatives of different social groups having different opinions even in case of 

mutual values manifest incompatible styles of interpersonal interaction, rules of interaction 

which contradict those accepted in the other group then intensity of negative emotions lead 

to demolishing of trust and consequently to differences in understanding values which used 

to be mutual. 

It is worth considering phenomenon of trust on the example of interethnic economic 

relations because ethnic identity is usually on of the basic social identities of a person while 

economic relations appear to be one of indicators of trust / distrust. Social and political 

changes are inevitably reflected on interethnic economic relations. In turn interethnic 

tension cannot help effecting trust / distrust in the sphere of business.     

It is important to distinguish the following levels of interethnic economic trust: interpersonal 

level, level of interaction inside organization, level of interaction between organizations, 

interregional level, and interstate level.  

R.C. Mayer, J.H. Davis, F.D. Schoorman (1995) define trust as the willingness of a party to be 

vulnerable to the actions of another party based on the expectation that the other will 

perform a particular action important to the trustor, irrespective of the ability to monitor or 

control that party. 

W.F. van Raaij (2012) draws attention to trust as a vital factor of economy. Trust in 

government and institutions are essential for transactions, without such trust more juridical 

precautions are required. As a consequence of distrust business processes slow down and 

transactions costs increase bringing negative economic effects.        

L. Hagendoorn (2007) points out that “trust in government has a positive effect on outgroup 

stereotypes, acceptance of outgroup members and the willingness to help and trust 

individual outgroup members because the government represents interests of all citizens. By 

trusting the government citizens trust that the state will provide safety, social security and 

material opportunities to all ethnic groups”.  
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Connection between trust in government / authorities and economic behavior was vividly 

shown in a number of studies concerning tax behavior. E. Kirchler et al. described and 

proved empirically a “slippery slope framework” consisting of three dimensions: trust in tax 

authorities, power of tax authorities and tax compliance. Tax compliance is assumed to be 

influenced by trust and power of authorities (Kirchler, Hölzl, & Wahl, 2008; Wahl, Kastlunger, 

& Kirchler, 2010). In the later research tax compliance was shown to be connected with 

national/EU identity and perceived distributive fairness (Hartner-Tiefenthaler, Kubicek, 

Kirchler, Rechbrger, & Wenzel, 2012).  

Cultural differences in trust are worth considering talking about trust to ingroup / outgroup 

members. Takahashi et al. (2008) and Yamagishi et al. (1998) distinguish between cultures 

with institutional basis for trust and interpersonal basis for trust. Institutional basis for trust 

is typical for societies with strong norms and sanctioning systems, interpersonal basis for 

trust is typical for societies with weak norms and sanctioning systems. Strong norms and 

sanctions in cultures with institutional basis of trust exclude necessity for development of 

interpersonal trust by providing a reliable external guarantor of behavior.   

 B. Lancee and J. Dronkers (2011) identify ethnic, economic, religious diversity and language 

proficiency in the neighborhood as factors affecting interethnic trust for immigrants and 

native residents. They consider that definite forms of diversity can undermine but also build 

various aspects of trust taking into account that diversity has different effects on immigrants 

and native residents.  

In conclusion it is worth mentioning that trust partly based on mutual social identity is a 

necessary condition of consolidated public opinion formation. In turn consolidated public 

opinion increases trust in society because mutual opinions provide less risks in problem 

solving including economic problems. Indeed it is the case of mutual opinions which are 

productive and corresponding social norms. 

 

 

 

Bibliography: 

1. Бондаревська І.О. (2015) Феномен довіри в економічних та міжетнічних відносинах. 

Актуальні проблеми психології: Зб. наук. праць Інституту психології імені Г. С. Костюка 

НАПН України, 11(12), 42 – 50. [Trust in economic and interethnic relations] (Kyiv) 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 93 

CRT: WHOM, HOW, WHEN, ... 

 

Branas-Garza, Pablo; Kujal, Praveen; Lenkei, Balint 

 

Middlesex University London, UK, United Kingdom 

 

This paper reports the results of a meta-study of 107 cognitive reflection tests (CRT) 

comprising of more than 40,000 participants across 17 countries. We find in particular, that 

there is a negative correlation between being a fe- male and correct answers to the specific 

CRT questions and the overall number of correct answers. We also observe a statistically 

significant effect between correct answers and (ii) being a student (iii) asking the questions 

in a stan- dard sequence. In addition, we find that on avarage people in Europe more likely 

to answer all 3 CRT questions correctly than in the United States or the Rest of the World. 

We however, do not find a statistically significant relation- ship between correct CRT items 

and (iv) computerised tests (v) having the CRT conducted before the main experiment (vi) 

paying monetary incentives to subjects for correct answers. For future research studies, it is 

important to understand that the various charachteristics of the the samples could effect the 

outcome of the study. 
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Using the 2006 wave of the Survey on Health, Ageing and Retirement in Europe (SHARE), this 

paper sheds light on the role jointly played by individuals’ financial risk tolerance and their 
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level of trust in others (generalized trust) in affecting their risky assets investments. We 

document that large variation in risk tolerance and trust exists across European countries 

and households and we show that risky assets investments are more frequent and larger in 

households featuring either risk tolerance or (to a smaller extent) a combination of risk 

aversion and trust. Trust thus acts as a substitute (albeit an imperfect one) for risk tolerance. 

Our findings have implications for our understanding of heterogeneity in household financial 

decisions as well as of the role that trust can play as a lubricant of the economic system. 

 

Keywords: Portfolio Choice, Risk Tolerance, Generalized Trust. 
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FINANCIAL RISK TASTE, BUSINESS CYCLES AND PERCEIVED RISK EXPOSURE 

 

Bucciol, Alessandro (1); Miniaci, Raffaele (2) 

 

1: University of Verona, Italy; 2: University of Brescia, Italy 

 

We use a panel dataset from the DNB Household Survey, covering annually the period 1995-

2013, to analyze whether individual financial risk taste changes over time with the 

background financial conditions, as well as personal and subjective exposure to portfolio risk. 

Considering six different self-assessed facets, we find that the propensity to take risk is 

higher during periods of economic growth and lower during periods of recession. Risk taste 

is however unrelated to time when it refers to safe investments. Our risk taste measure is 

also higher following positive stock market returns or subjectively large risk exposure in own 

past investments. 

 

Keywords: risk taste, household finance, business cycle, risk exposure 
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SOCIAL STATUS AND PERSONALITY TRAITS 

 

Bucciol, Alessandro (2,3); Cavasso, Barbara (1); Zarri, Luca (2) 

 

1: University of Padua, Italy; 2: University of Verona, Italy; 3: Netspar 

 

We provide direct evidence on the relationship between social status and personality traits. 

Using survey data from the 2006-2012 waves of the US Health and Retirement Study, we 

show that self-perceived social status is associated with all the “Big Five” personality traits, 

after controlling for observable characteristics that arguably reflect one’s actual status. We 

also construct an objective status measure that in turn is influenced by personality traits. 

Objectively measured status is positively but not highly correlated with its subjective 

counterpart and, when incorporated in a regression specification, still leaves room for direct 

effects of personality traits on status perception. 

 

Keywords: Subjective social status, Objectively measured social status, Personality traits 
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RATIONAL DECISION? AN EXPERIMENTAL ANALYSIS OF LOTTERY AND CORRUPT SITUATIONS 

 

Burböck, Birgit; Wagner, Franz 

 

FH JOANNEUM, Austria 

 

Putting moral considerations aside, the decision to be corrupt can be considered as a gamble. 

Moreover, according to the rational assumption of the principle of the invariance condition, 

the preference between two given options should be independent of and not influenced by 

their demonstration. Thus, from these two perspectives, a decision maker should be 

indifferent between the chance to act corruptly and a money gamble with equivalent 

payoffs involved. 

 

The study aims to test decision patterns in two frames, a lottery and a corruption frame, that 

present logically equivalent statements of a Problem, but not transparently equivalent ones. 

The characteristics risk version, risk seeking, loss aversion and diminishing sensitivity and 

probability weighting are examined in respect to the Prospect Theory, which is one of the 

most prominent dscriptive models of decision-making up to date. 

 

The findings from the quantitative study, involving a sample of 350 students, show that for 

risk aversion, risk seeking and diminishing sensitivity, a significant difference in choice 

between the frames exist sand a significant association between loss aversion and the 

certain gamble chosen in the respective frame are identified. No significant difference was 

detected for probability wighting between the two frames. Subjects were found to be more 

risk averse as as more loss avers in the corruption than in the lottery frame, which is also 

supported by the parameter elicited for diminishing sensitivity. No support was found for 

two of the four elements of the fourfold pattern according to the Prospect Theory. 

 

Keywords: decision theory, framing, prospect theory, coruption, lottery 
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LOCUS OF CONTROL AND LABOR MARKET MIGRATION 

 

Caliendo, Marco (2,4); Cobb-Clark, Deborah (3,4); Hennecke, Juliane (1); 

Uhlendorff, Arne (5,4) 

 

1: Freie Universität Berlin, Germany; 2: University of Potsdam, Germany; 3: University of 

Melbourne, Australia; 4: IZA, Germany; 5: CNRS-CREST, France 

 

In a standard migration model, individuals migrate if the expected monetary benefits of 

migration exceed its costs. Opposed to this, psychologists agree that the desire to migrate 

lies deeper in the preferences and personality of the decision maker while environmental 

factors only determine the conditions. 

 

In this paper we extend the classical migration model by locus of control, as a specific 

measure of individuals' personality. In our model, we argue that the effect of locus of control 

on migration decisions is mainly driven by differences in job search efforts between Internals 

and Externals. As has already been shown in Caliendo et al. (2015), newly-unemployed 

individuals with an internal locus of control search more intensively as they expect their 

effort to have a positive effect on the probability of finding a job. 

 

We argue that internals not only search more with respect to numbers of applications but 

also search outside their home regions and are thus more likely to move if they find a new 

job. 

 

Based on the SOEP, we estimate the direct effect of locus of control on migration between 

local labor markets in Germany and the self-reported willingness to move. We find that locus 

of control has a significant positive effect on the willingness to move and on the actual 

migration decision. 

 

Keywords: locus of control, migration, interregional migration, job search 
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THE IMPACT OF FINANCIAL MANAGEMENT TRAINING AND PSYCHOLOGICAL DETERMINANTS FOR 

SUCCESS 

 

Carmel, Eyal; Leiser, David; Spivak, Avia 

 

Ben-Gurion University of the Negev, Israel 

 

The purpose of the current research is to identify the impact of financial management 

training, and to determine the contribution of various psychological factors over the 

intervention long term affect. The study was conducted among individuals who experienced 

financial hardship and attended an intensive intervention program design to provide them 

with the necessary tools and knowledge for appropriate financial behavior. Using the 

program database, we evaluated the impact of the program in terms of income and 

expenses changes among more than 1900 households that completed the intervention. 

Evidence from the database analysis shows that the program was highly effective for the 

short run, however, low and middle income participants were not able to save a significant 

amount of money, suggesting that they might demonstrate higher financial fragility for the 

long run. In addition, an accompanying survey is now being delivered to a sample of 

respondents that completed the process at the past five years. The survey was designed to 

monitor the respondents' current financial state, in addition to various measurements of 

psychological variables that might impact the participants' performance including self-

control, personality traits, and time preference. Participants' level of financial literacy and 

reported behaviors among different categories of financial capability are also being 

measured. Data is currently being collected. Initial findings will be presented at the 

conference. 
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A STUDY OF HOT HAND EFFECTS AMONG GOLF PLAYERS: MOVING BEYOND MEAN 

PERFORMANCE. 

 

Carroll, Nathan John 

 

University of Regensburg, Germany 

 

The concept of a hot hand fallacy was introduced by Gilovich et al. (1985) to illustrate a 

common failure of people to attribute observed patterns to systematic or independent 

random processes. The fallacy forms part of the literature on heuristics and biases that 

brings into question the assumption of a rational decisionmaker that is common in 

economics. The paper of Gilovich et al. (1985) (henceforth GVT) documented evidence of a 

widespread belief in the ``hot hand'', that in the context of a basketball game the probability 

that a player is successful in making a shot is elevated following a previous sequence of 

successes. The paper went on to test for the existence of a hot hand against a null 

hypothesis that the probability of success was constant across attempts for each player and 

found insufficient evidence to reject the null hypothesis. The present study tests for the 

presence of a hot hand in golf using data from the LPGA tour, the leading tour for female 

professional golfers. 

 

Golf has a number of advantages over the canonical domain of basketball for analysis of the 

hot hand. Use of in-game data from basketball suffers from the problem that if teams 

believe in the hot hand when faced with an opposing player with a hot hand teams should 

respond by focussing more defensive attention on that player, counteracting any positive 

hot hand effect. Foreseeing this problem GVT provided two additional tests: firstly using in-

game data from free throws, when the defending team is unable to interfere with a player 

taking a shot, and secondly they conducted a controlled shooting experiment using a college 

basketball team. The use of free throw data suffers from a sparsity of observations. There 

can be significant time gaps between sets of free throws which may result in clustering of 

misses and successes if there are changes in the underlying ability of players in the 

intervening period. Controlled shooting experiments allow for long sequences of outcomes 

obtained within a short period of time and hence limit possible variations in the underlying 

ability of players. However, such experiments are typically conducted with substantially 

lower stakes and distinct samples of players than are present in the environments from 

which beliefs in the hot hand derive. The advantage of golf in this context is that there is no 
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direct mechanism by which players can influence the probability of success of rivals on a 

particular shot, which permits the use of in-game data by players at an elite level under high 

stakes. 

 

The outcome of a shot during a basketball game is recorded as a binary variable, a success or 

a failure. In contrast on each hole of a golf course the score recorded by a player can be any 

integer number greater than the negative of the par score. Moving from the binary case to a 

context with an unlimited number of outcomes adds complexity, but also presents an 

opportunity to highlight one potential mechanism of how any hot hand effect may operate. 

If a player is willing to take on greater risk following a previous success this will be 

discernible through a change in the distribution of probabilities across the outcomes. In a 

recent test for the hot hand in professional golf Livingston (2012) moved beyond coding hole 

scores as binary outcomes, however by estimating a standard ordered probit model he 

makes the implicit assumption that if a previous success raises the probability of the best 

possible outcome it necessarily lowers the probability of the lowest possible outcome, ruling 

out any role for changes in risk-taking behaviour. In this study through estimation of an 

ordered probit model with heteroskedastic errors the effect of a positive (and negative) 

sequence of outcomes is separated into both a mean and variance (or risk) effect. 

 

Livingston (2012) examined four tournaments, each drawn from a different professional tour. 

Livingston claims that his data show evidence of the hot hand when allowing the size of the 

hot hand effect to vary with experience. Here the analysis uses data collected over three 

seasons which permits a test of whether heterogeneous hot hand effects are observed by 

the same players over time in addition to within a cross-section of players. 

 

Initial results suggest that there is informational value in prior outcomes for the probabilities 

of good and bad outcomes on golf holes. In particular a prior bad outcome is linked to worse 

average performance on a subsequent hole and higher score variance and a prior good 

outcome is linked to a lower score variance. Sequences of good outcomes may reflect that a 

player is in a high performance period or that there is a causal link where a player's 

underlying performance improves following a success, by including controls that allow the 

ability of players to vary over the sample period the two mechanisms can be separated. 

After including such controls a good outcome continues to be linked to a reduction in 

outcome variance (or risk) on the subsequent hole, suggesting a causal response. This result 

is consistent with an element of prospect theory since players respond to a gain by reducing 

risk, however the absence of a response to a bad outcome after controlling for variation in 

ability appears contradictory. 
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Analysis yet to be carried out will test to see if the observed link between a success and 

lower risk taking on a subsequent hole is driven by strategic concerns. Also, the 

heterogeneity in responses to good and bad outcomes will be investigated. 
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IS BENEFIT FRAUD MORE OR LESS WRONG THAN TAX EVASION? 

 

Castiglioni, Cinzia (1); Lozza, Edoardo (1); Cullis, John (2); Jones, Philip (2); Lewis, 

Alan (2) 

 

1: Catholic University in Milan, Italy; 2: University of Bath, UK 

 

Economic psychology has traditionally focused on tax evasion, not giving enough attention 

to other ‘public finance’ offences such as benefit fraud; the present paper, therefore, aims 

to fill the gap and perform a first exploratory study on this subject. 

 

Questionnaire data were collected from 438 students in Italy and in the UK. Different 

scenarios of equal economic value concerning tax evasion (i.e. work off the books) and 

benefit fraud (i.e. falsely claimed unemployment/injury benefit) were presented both in the 

long and in the short-term, and respondents were asked to state on a four point Lykert-type 

scale whether they considered the activity wrong or not and what the appropriate fine 

should be. They were also asked whether they would engage in the activity or not 
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themselves. Finally, they were asked how prevalent they believed benefit fraud and tax 

evasion was in their own country and whether they would report such illegal activities to the 

authorities. In the Italian version of the questionnaire respondents were also asked to 

suggest the appropriate fine for other non-fiscal illicit behaviours (i.e. bicycle/motorbike 

theft; illegal music download; illegal DVDs selling; fraud aimed at elderly; insurance fraud). 

 

The results show that, considering an equal economic value, benefit fraud is perceived as 

more serious than tax evasion. Moreover, the Italian sample perceives tax evasion as a less 

serious offence compared to other illicit behaviours (including non-fiscal offences). 

 

By comparing attitudes towards tax evasion and benefit fraud, the punishments deemed 

appropriate, and the willingness to commit such crimes, several differences were found 

between the two different cultural contexts (UK and Italy). Italians would (on balance) 

impose higher fines for public finance crimes and are more likely to report someone 

cheating ‘the system’ to the authorities, but at the same time, they say they are more likely 

to cheat themselves. There seems to be a split between what they wish for themselves and 

what they wish for others. An interesting difference can be observed considering the 

unemployed benefit fraud: the Italian sample, compared to the English one, shows a more 

indulgent attitude towards this offence and declares to be more likely to commit it (both in 

the short and in the long run). Furthermore, Italians see both tax evasion and benefit fraud 

as more prevalent estimating that, on average, half of the Italian population is engaged in 

these public finance offences. 

 

Finally, the article highlights strengths, limitations and future directions of the study. 
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GENDER DIFFERENCES IN RISK AND TIME PREFERENCES: THE ROLE OF MARITAL STATUS 

 

Cavasso, Barbara 

 

University of Padua, Italy 

 

Using Dutch survey data from 1996 to 2013, this paper investigates the differences in time 

and risk preferences along the gender and marital status dimensions. In order to do so, we 

take into consideration both a self-reported measure and a structural estimation of the 

preference parameters. Results from standard regressions suggest that women are indeed 

more risk averse than men. However, there is also a significant interaction effect of gender 

and marital status: single men are less risk averse than married ones, while for women the 

opposite is true. Results for the time preference estimation are less conclusive. Structural 

estimation of risk aversion parameters generally confirm the regression analysis’ results. As 

for time preferences, men seem to be more patient and have longer time horizon than 

women, but the results may be driven by the correlation with the risk attitude. 
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LOCKED INTO MATERIALISM: WHY MATERIALISTS GET WHAT THEY PAY FOR 

 

Christandl, Fabian (1); Pandelaere, Mario (2); Lotz, Sebastian (3) 

 

1: Fresenius University of Applied Sciences, Germany; 2: Ghent University, Belgium; 3: 

Stanford University, USA 

 

A vast number of studies indicates that a materialistic lifestyle is negatively associated with 

well-being (Burroughs & Rindfleisch, 2002; Christopher, Saliba, & Deadmarsh, 2009; Deckop, 

Jurkiewicz, & Giacalone, 2010; Ryan & Dziurawiec, 2001; Sirgy, 1998; Swinyard, Kau, & Phua, 

2001). This raises the question why people continue to pursue materialistic goals and strive 

to live a life of luxury. Although the answer to this question may be rather complex, one 

possible answer is that materialistic consumers more strongly tend to assume “one gets 

what one pays for”. Supporting this idea, the present research shows that materialistic 

consumers perceive the quality of cheaper alternatives as markedly worse than the quality 

of luxury products, whereas non-materialistic consumers do not distinguish as much 

between premium and run-of-the-mill alternatives. Addressing the underlying mechanism of 

this relationship, we show that the effect occurs because materialistic consumers are more 

likely to believe in a strong price-quality relationship compared to their non-materialistic 

counterparts. 

 

The present research contributes to two streams of research. First, it contributes to a rich 

literature on materialism. While previous research has thoroughly examined the causes 

(Alden, Steenkamp, & Batra, 2006; Chan & Prendergast, 2007; Richins, 1995; Rindfleisch, 

Burroughs, & Wong, 2008) and consequences of materialism, for example in terms of 

product preferences (Graham, 1999; Richins, 1994; Rindfleisch, et al., 2008; Wang & 

Wallendorf, 2006) or well-being in general (Burroughs & Rindfleisch, 2002; Christopher, et al., 

2009; Deckop, et al., 2010; Ryan & Dziurawiec, 2001; Sirgy, 1998; Swinyard, et al., 2001), no 

research has actually examined whether materialism affects quality perception after 

consumption. The present research aims to fills this gap. Moreover, by showing that 

materialists experience product quality more in line with product price, the current research 

provides a partial explanation for the puzzling finding that people continue to pursue a 

materialistic lifestyle despite the detrimental consequences of such a lifestyle on individual 

well-being. Second, our research extends the literature on the influence of price cues on 

product perception. Previous research has examined whether consumers associate quality 
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with price (Rao & Monroe, 1989; Shiv, Carmon, & Ariely, 2005) and whether or not such 

associations are valid (Gerstner, 1985; Tellis & Wernerfelt, 1987). Little is known, however, 

whether some consumers are more likely than others to believe that price signals quality. 

The present study indicates that materialistic consumers are particularly likely to believe in 

such an association. 

 

This assumption is based on the general idea that differences in price-biased quality 

assessments may partly originate from differences in interest in conspicuous consumption. 

Because conspicuous consumption is a way to compensate for low self-esteem or to bolster 

self-esteem from self-esteem threats (Sivanathan & Pettit, 2010), it is not very surprising 

that several studies indicate a higher interest of materialistic consumers in conspicuous 

consumption (Richins 1994; Wong, 1997). Indeed, materialists adopt consumer symbols to 

compensate for their shortcomings and feelings of inferiority (Braun & Wicklund, 1989), and 

consume branded and prestigious products in order to feel better. The interest in 

conspicuous consumption may also affect how consumers evaluate prices. 

 

Lichtenstein, Ridgway, and Netemeyer (1993) distinguished several price related constructs 

with a perception of price in a “negative role” (the higher the price, the worse) and a 

“positive role” (the higher the price, the better). Whenever consumers start to treat 

products as status signals, they should underscore the “positive role” of price. This prestige 

sensitivity is positively correlated with the price-quality schema, which is “the generalized 

belief across product categories that the level of the price cue is related positively to the 

quality level of the product” (Lichtenstein, et al., 1993). As materialistic consumers are highly 

concerned about brand and prestige in order to enhance their self-image (Chatterjee & Hunt, 

1996) and as prestige sensitivity is positively correlated with the price-quality schema, we 

expected that materialistic consumers would rely more on the price-quality schema. 

 

Based on these theoretical considerations, we expected that the actual experience of 

materialistic consumers with a product should differ from that of non-materialistic 

consumers depending on the product price. In Study 1, participants received either a high or 

low priced red wine and had to assess its quality. In line with our hypotheses, materialistic 

participants differed more in their assessments of low versus high priced wine than non-

materialistic participants. Study 2 extends the findings of Study 1 in two ways. First, it 

included a mediating measure of pretrial expectations to show that materialism affects 

quality assessments through distortions in pretrial expectations rather than directly. Second, 

if this moderated effect of materialism on pretrial expectations is indeed driven by price-

quality beliefs, a manipulation of the validity of the price-quality schema should turn this 

effect on and off. Therefore, we also tested whether the moderator effect of materialism on 
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pretrial expectancies and the actual experience can be explained by a stronger belief of high 

materialism consumers in a general validity of the price-quality schema. To accomplish that 

goal, we invalidated participants’ beliefs regarding a price-quality relation, hypothesizing 

that the moderator effect of materialism should disappear if the price-quality schema is 

rendered invalid. The pattern of results indicates that this is indeed the case. Finally, Study 3 

aimed at broadening the scope of Studies 1 and 2 by testing whether materialism also 

affects quality assessment of a product when price is cued implicitly rather than directly. 

Therefore, we conceptually replicated the effect using branded vs. non-branded products 

while measuring perceived price rather than directly communicating it to participants. In a 

comparison of branded versus non-branded sparkling water we find that materialists differ 

more in their quality assessments compared to their non-materialistic counterparts. 

 

A general pattern that emerged throughout all three studies is that both for pretrial 

expectancies and quality evaluation materialistic consumers rated the low price cue product 

worse, but did not rate the high price cue product any better than non-materialistic 

consumers. Thus, materialists did not expect and experience a higher product quality for 

high priced products, but they did expect and experience a lower product quality for low 

priced products. This provides a dilemma for them: By paying more; they are not necessarily 

gaining a more pleasant consumption experience, they are just avoiding a worse experience 

that non-materialists do not sense when consuming cheaper products. Thus, in order to 

maintain an acceptable level of satisfaction, high materialism consumers may be “forced” to 

buy high priced products as these products are the only option to avoid an unpleasant 

product experience. This mechanism may contribute to the fact that high materialists in 

general are less satisfied with their products and life than non-materialists. 

 

Together, our findings help to understand why a maladaptive behavior such as a 

materialistic lifestyle still persists despite its detrimental consequences for well-being. Our 

findings indicate that at least in the short run a materialistic lifestyle does not make 

materialists happier than non-materialists, but merely avoids unhappiness. As a result, 

materialistic consumers are locked into their materialistic lifestyle, as it might mean the 

lesser of two evils to them. 
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LAY REPRESENTATIONS OF MONEY AND MONETARY POLICIES 

 

Darriet, Elisa 

 

Université Paris II Panthéon Assas, France 

 

Differences in representations and particularly in attitudes towards the Euro have already 

been found among countries according to particular psychological concepts such as national 

economic pride (Pepermans et al, 1998). It was found, for example, that before the 

introduction of the Euro, on one hand Germany had on average a negative attitude towards 

the new currency, on the other hand France had a positive one. This representation has 

been studied during the introduction of the euro (Nivoix et al. 2003) and we are now 

studying the representation of the euro after a financial crisis. 

 

The goal here is to explore the role of some economic variables and psychological ones on 

the representation of the Euro, its evaluation and consequently the representation of the 

role of money and the understanding of monetary policies. 

 

Moreover, in a typical economic framework the individual is considered to be "homo 

economicus" who is not subject to money illusion. The individuals do not think in nominal 

terms but in real ones. Economic agents are therefore considered to be able to correctly 

take into account a movement of price in their economic calculus and make rational choices. 

However, a number of studies in experimental economics (Schiller et al, 1997) and in 

neuroeconomics (Weber et al, 2009) show the existence of monetary illusion in agents’ 

choice, as it was previously noted by Keynes (1936) and Fisher (1928). Understanding the 

representation of the euro as a currency and how laypeople reason through monetary 
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illusion is required to define a monetary policy more effective (because not offset by 

laypeople’s monetary illusion). 

 

In this study, social representations were measured with the help of the Social 

Representation Theory and methodology, particularly with a free association task and with a 

self-measurement of affective valence and causal chains of verbal productions (Abric, 1994a, 

1994b; de Rosa, 2002). We also gather measures about the representation of the Euro as a 

currency. Furthermore, some specific questions were asked in order to collect the 

understanding of the monetary policy. We also completed the questionnaire by a Locus of 

Control scale from Levenson (Rossier et al, 2002) and Belief in a Just World scale (Dalbert, 

1999). Socio-demographic variables are taken into account. It was hypothesized that the 

knowledge of the economic system and of the monetary policy, the subjective and 

psychological variabilities would have an impact over the social representation of the Euro. 

The applications of these findings in terms of monetary and economic models will be 

discussed. 

 

Keywords: Money, Monetary policy, Euro, Economic crisis, Social representation, Lay 

knowledge 
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STUDY ON SOCIAL REPRESENTATIONS, METAPHORS AND INVESTMENT PRACTICES AMONG 

EUROPEAN AND CHINESE INVESTORS AND FINANCIAL ADVISORS 
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1: European/International Joint Ph.D. in Social Representations and Communication 

Research Centre and Multimedia Lab, Sapienza University of Rome , Italy; 2: Tianjin 

University of Technology and Education, China 

 

Introduction: the theoretical framework 

 

The contribution presents some results from the first empirical research program on “Social 

representations of the stock market in financial advisors, investors and media”, which 

investigates this important phenomenon (from the interdisciplinary optic of the social 

psychology perspective, integrating mass, group and individual dimensions, and of the 
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financial and economic viewpoint) in two geo-cultural continents and contexts where the 

stock market has been differently anchored: Europe (including three different countries: 

Italy, UK and France with relatively well developed financial institutions) and Asia (China) a 

financial market with tremendous growth and development in the two past decades. 

 

The majority of studies concerning stock market psychology are characterised by 

behavioural finance (see for example studies on biases in markets) or by experimental 

economics (implying the use of laboratory experiments to test propositions derived from 

economics and game theory). The literature produced in these research fields is usually 

entirely unrelated to social representations theory. Although some rare socio-psychological 

studies on the stock market refer to the theory of social representations – for example, 

Oberlechner (2004) investigated the social representations of decision makers involved in 

the stock market by using metaphor analysis, or Smith (1999, 2007), which drew a 

remarkable picture of how market behaviour is inherently more human than technical – they 

are not yet cross-cultural comprehensive field and media studies integrating qualitative and 

quantitative methods and carried out both on special target groups like professionals 

financial traders , investors and different media. 

 

Our research program was specifically designed within the “modelling” paradigmatic 

approach (de Rosa, 2013, 2014) to the social representations theory (Moscovici, 2000) in 

order to furnish a multi-theoretical and multi-constructs interpretation of socio-

psychological reality related to economic and financial phenomena: in particular the social 

psychology of the stock market in the period of the global financial-economic crisis, based on 

the articulation of multiple constructs, including: shared knowledge, concepts, metaphors, 

beliefs, attitudes, social practices and communication. 

 

Research Design of the Interrelated Research Lines 

 

This wide research program is articulated around diversified, but interrelated, lines of 

inquiry mainly concerned with field and media studies. 

 

• The field studies have been carried out in different geo-cultural continents and contexts 

(Europe and China) adopting several techniques, specifically designed in relation to the 

multiple constructs involved and the guiding hypotheses, coherently with the multi-method 

modelling approach. It has been conducted in the same period (January-May 2010), 

following the explosion of the global financial crisis in 2008, and with the same research 
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design and techniques (translated into from Italian into English and French, and from English 

into Chinese, each time controlled with back translations to the original source). 

 

These field studies seek to model the social psychology of the stock market in special target 

groups (financial advisors and investors through financial advisors and autonomous online 

investors). They investigate the relations between individual socio-demographic profiles, the 

financial profile of each target group, a set of psychological dimensions (including time 

perspective, risk propensity, risk tolerance, trust, perceived influence of critical events in the 

media), assumed as mediational variables, and the social representations of the stock 

market (with their implicit metaphors). These last are assumed to be simultaneously shaped 

by and to lead financial practices, also regarding the financial crisis in the double temporal 

perspective (before and after). 

 

Overall, 803 participants (431 European subjects and 372 Chinese subjects) were studied; in 

this contribution we will present a selection of results based on the “associative network” 

(de Rosa, 2002) used to explore the content, structure and polarity of social representations 

of the stimulus word “stock market” in relation to three main dimensions among the many 

under scrutiny (“Trust”, “Time Perspective” and “Risk Perception”). The data were processed 

by means of multi-step analysis strategies, including the descriptive and comparative 

analyses, factor analysis, analysis of variance and lexical correspondence analysis. 

 

• The media studies focus on research investigating the role of the traditional media 

(generalist and specialized press) and new media (social networks) in elaborating, 

disseminating, and transforming social representations of the stock market in Europe and 

China, which will largely consist of comparison of the results from analysis of Chinese and 

European journals. 

 

We selected 1345 articles with the keywords “stock market” and “financial crisis” from 

generalist (La Repubblica, Italy; The Times, UK; Le Monde, France; China Daily, China) and 

specialised e-journals (Il Sole 24 ore, Italy; The Economist, UK; Les Echos and La Tribune, 

France; China Securities Journal, China) anchored in various geo-cultural contexts in Europe 

and Asia, during the period September 2008 - May 2010. 

 

We have first calculated the frequency of the statements related to social representations of 

finance and the stock market through metaphors. A further qualitative analysis has been 

conducted by the software Alceste to extract classes with the descending hierarchical 

classification method. 
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Both media studies conduct quantitative and qualitative analysis by applying the Alceste 

software to the information collected using a grid of analysis for the structure and content of 

media organized into five sections: general information about the publication (type of 

journal, qualification and political orientation of the author, thematic area, title of the article, 

date, editorial place, presence on the home page); frequencies of the keyword “stock 

market”; related metaphors and conceptual links with other stimuli (chance, gambling, past, 

competition, security, norms, future, profit, fortune, need for consultancy, stock exchange, 

destiny, present, risk, saving); social representations of finance and economy; trust/distrust 

towards heterogeneous agents (networks of promoters, online banks, local banks, national 

banks, international banks, European Central Bank, Federal Reserve, World Bank, national 

ministry of the economy, national government, European Council of Economic Ministers, 

national regulatory authority, European Bank for Reconstruction & Development, European 

Investment Bank, G7, G8, G20); the temporal and geographic perspectives. 

 

A Selection of the Results from Field Studies: 

 

The results of the field studies show evidence of both cultural sharing and differences 

between target groups and countries involved in the financial world. In fact they illustrate 

that: 

 

• from one side the “risk” is the top associated-word shared by the investors from all the 

four countries with the highest frequency, representing the most predominant characteristic 

of the stock market worldwide; 

 

• from the other side the main distinct representations guiding the financial practices of 

three target groups of investors, show different influences of the mediational variables: 

“time perspective”, “trust” in the various heterogeneous agents and “risk” dimension in the 

various countries. European participants focus on international financial institutions more, 

while Chinese participants rely more on national government. Both French and Chinese 

participants show future and present oriented, however, Italian investors are inclining to 

past experiences. Additionally, both Italian and Chinese investors are prone to high-risky 

investment, but UK and French investors behave in a prudent way. 

 

A Selection of the Results from the Media studies based on e-press: 

 

In brief, we have found the confirmation of the hypothesis that negative connotation of 
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finance as “virtual” is diffused in both European and Chinese media, especially in the Italian 

journals where we can see the influence of “bad virtual finance” on “real economy” (de Rosa, 

A.S. Bocci, E. Bulgarella, C. 2010). 

 

The metaphor of stock market shared among all the journals is “living being”, reflecting an 

holistic view linking social representations of stock market and finance (“sickness” and 

expected towards a “recovery”) and implying the irrational market sentiments such as: 

“fear”, “confident” and “panic”. 

 

If “living being” is accompanied by the “game” metaphor in both Italian journals, “running 

race” and “machine” appear respectively in British and French journals, implying 

differentiated focus on competition/ re-regulation of the stock market. 

 

The leading metaphor “war” in Chinese specialised journal illustrates the aspect of social 

representations of finance as the action and reaction with the background of global crisis 

and fierce competition in the rapid developing Chinese market. This leading metaphor is 

coherent with the Chinese’s investment practices prone to high-risky investment. 

 

Keywords: Stock Market, Social Representations, Metaphors, Investors, Financial Advisors, 

Media, Europe, China 
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Introduction. Launched in 1994 by Annamaria Silvana de Rosa (1994a, 1994b, 2002, 2013a, 

2013b), the ambitious project for an empirical meta-theoretical analysis of the entire 

literature on Social Representations produced worldwide has been carried out over the last 

two decades. It currently represents the unified research framework of the EC approved 

SoReComJoint-IDP (http://www.europhd.eu/SoReComJointIDP) conducted in collaboration 

with 13 Early Stage Researchers at the European PhD on Social Representations and 

Communication Research Centre and Multimedia Lab. Specific web-tools have been 

designed by de Rosa (including the on-line platform for the meta-theoretical analysis and the 
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related web-inventories) implemented in the institutional website (http://www.europhd.eu) 

currently in transition into a new digital platform, including the SoReCom“A.S. de Rosa”@-

library (de Rosa, 2014b, 2014c, 2014d, 2015a). The analysis of our big data and metadata 

enables us to take stock of the scientific field developed in more than 50 years by mapping 

its development, the related research paradigmatic approaches and methods, the thematic 

areas and their impact on the various applied fields within the multi-generational 

community of scientists and across different geo-cultural contexts (de Rosa, A.S. 2015b). 

 

Goal. Our goal is to discuss some aspects of global dissemination of the Social 

Representations Theory, presenting a selection of results visualized according to a technique 

designed ad hoc for geo-mapping the development and the dissemination of the theory 

across the continents (de Rosa, 2014a), over several generations of scientists, regarding the 

thematic field of Economy, Advertising, Marketing and Organisational Context. We shall 

share some of the comparative analyses based on “big data” and “meta-data” filed in our 

SoReCom“A.S. de Rosa”@-library repositories, concerning authors’ countries and 

institutional affiliations, years of publication by decades, type of publication, topics under 

the specific thematic area of Economy, Advertising, Marketing and Organisational Context, 

bibliometric indexes, language of publication, etc. This allows us to present: 

 

a) the geo-mapping of the wider scientific production in Social Representations (de Rosa, 

2014a) and comparative results with different types of publications; 

 

b) the dynamics of the knowledge epidemiology via the network analysis of the inter-

institutional collaborations between authors belonging to institutions in different countries 

and continents: who works with whom, (on what) and where? 

 

c) the relevance of the cross-cutting thematic choice for the publications (Economy, 

Advertising, Marketing and Organisational Context), categorised on the basis of various 

specific sub-topics: currency, economic representations, economic inequality, financial 

behaviour, money and means of payment, taxes, financial crisis, national or local economic 

contexts, economic risk, globalization, meaning-image of work, consumers behaviour, 

organisational culture and change, poverty, professional practices-roles, unemployment, 

enterprise-firm-brand (among others); 

 

d) the overview of scientific journals that publish contributions in the field of social 

representations applied to Economy, Advertising, Marketing and Organisational Context, 
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taking into account the journals’ impact factor values (Thomson Reuters) and the SJR 

indexes (Scopus). 

 

Methods. The bibliographic sources of the empirical data used for our analyses were 

extracted from a larger number of 10204 SoReCom“A.S.de Rosa”@-library bibliographic 

references, of which 395 items specifically related to social representations and Economy, 

Advertising, Marketing and Organisational Context (including books, book chapters, 

conference presentations, web documents, manuscripts, university reports, Master and PhD 

theses, etc.) filed in the repositories of the SoReCom“A.S. de Rosa”@-Library as of May 13, 

2015 (de Rosa, 2014a, 2014d, 2015a, 2015b). They have been analysed using the specific 

tool, the last version (v.2014) of the Grid for meta-theoretical analysis developed by de Rosa 

that consists of five parts. In this presentation, we take into account data and meta-data 

based on its first two parts relevant to the “bibliographic item” and “type of paper”. 

 

Results. Concerning the “type” of the bibliographic item, the majority of production in social 

representations filed in the repositories of the SoReCom “A.S. de Rosa” @-Library can be 

classified as journal articles (43%), followed by conference presentations (31%) and book 

chapters (19%); other types of contributions (7%) include books, theses, manuscripts, 

reports and web documents. About the theory’s dissemination, the dedicated international 

conference play a crucial role for (de Rosa, 2008; de Rosa & d’Ambrosio, 2003, 2008), also 

promoting the dynamics of the knowledge epidemiology via the inter-institutional 

collaborations between authors belonging to institutions in different countries and 

continents (72% from Europe, 17% from Latin America, 7% from North America, 3% from 

Asia, 1% from Oceania and 1% from Africa). Based on the year of publication, we observe a 

steady trend of growth of the number of publications worldwide after a latency period of 

almost two decades. Regarding the journal articles, 51% have been published in journals 

that are not indexed, 37% have been published in journals included in both Thomson 

Reuters and Scopus databases, 8% were included only in Scopus and 4% only in Thomson 

Reuters. The five top sub-topics in the literature on Social Representations and Economy, 

Advertising, Marketing and Organisational Context in order of ranking result: Economic 

representations, Advertising, Meaning-image of work, Consumers behaviour, Organisational 

culture and change. Concerning the “type of paper” from the entire body of references 

analysed in the current research 75% are empirical papers, 17% - theoretical papers and 11% 

- thematic reviews. 

 

Conclusions. The empirical data presented in this contribution confirm the richness of the 

diversified publishing opportunities gained by the social representations literature, 

considering diverse types of publications ranging across several topics in the field of 
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Economics, Advertising, Marketing and Organisational Context. Journal articles constitute 

the majority of publications; however, more than a half of them has been published in 

journals that are not indexed, which demonstrates that there is a need for promoting the 

knowledge of the theory of social representations among the mainstream scientific 

community. The linguistic diversity can also partially explain this finding, since the indexed 

journals tend to prefer contributions in English. 

 

Keywords: Social representations, meta-theoretical analysis, SoReCom “A.S.de Rosa”@-

library, economic representations, advertising, marketing, organisational context 
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USING LOTTERIES TO INCENTIVIZE SAFER SEXUAL BEHAVIOR: EVIDENCE FROM A RANDOMIZED 

CONTROLLED TRIAL ON HIV PREVENTION. 

 

de Walque, Damien 

 

The World Bank, United States of America 

 

Financial incentives are a promising HIV prevention strategy. This paper assesses the effect 

on HIV incidence of a lottery program in Lesotho with low expected payments but a chance 

to win a high prize conditional on negative test results for sexually transmitted infections. 

The intervention resulted in a 21.4 percent reduction in HIV incidence over two years. 

Lottery incentives appear to be particularly effective for individuals willing to take risks. This 

paper estimates a model linking sexual behavior to HIV incidence and finds that risk-loving 

individuals reduce the number of unprotected sexual acts by 0.3/month for every $1 

increase in the expected prize. 
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IS CARING FOR OLDER PARENTS DETRIMENTAL TO WOMEN’S MENTAL HEALTH? THE ROLE OF THE 

EUROPEAN NORTH-SOUTH GRADIENT 
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Over the last few decades, the simultaneous decrease in mortality and fertility rates has 

induced a progressive ageing of the European population. Declining birth-rates have reduced 

the consistency of the cohorts of young generations, while growing life expectancy has 

caused the age in which people die to rise. The percentage of people over sixty-five is higher 

in Europe than in any other continent and the ageing phenomenon is a problem that will 

make itself felt for the rest of the century. Forecasts, for European demographics in the year 

2060, show that half the population of the EU-27 countries will be over fifty, while over-65-

year-olds will increase from the current value of 17.4% to 30% (Eurostat, 2010). 

 

The ageing of the population and the greater longevity of individuals will lead to increasing 

numbers of older persons in need of long-term care. This need is partly met by formal supply 

of care (e.g. medical doctors, nurses) either in purpose built structures (e.g. hospitals, 

nursing homes) or in homes for the elderly; frequently, however, eldercare is provided by 

informal caregivers, typically women, who devote part of their time to assisting their needy 

relative and who, in the collective view, are regarded as better suited to taking on home and 

family responsibilities (Davey and Patsios, 1999; Mortensen et al., 2004; Di Novi et al., 2013; 

Carrieri et al., 2014; Kalwij et al., 2014). This is especially the case in the Southern European 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 125 

countries, commonly referred to as “strong family-ties countries” in contrast to the “weak 

family-ties countries” of Northern Europe. Mediterranean societies have traditionally been 

based on family unity and on an intra-generational pact of reciprocity, due both to cultural 

background and inadequacies in the institutional settings, two factors that are strictly 

related to each other (Reher, 1998; Billari, 2004; EOP 2010). 

 

The aim of this study is to estimate the impact of constant caring for older parents 

(biological parents, parents in law and step-parents) on the self-assessed mental health of 

women between the ages of 50 and 75, living in different European countries. In spite of the 

changing gender attitudes and the rapid entry of women into the labour force over the past 

decades, women continue to play a major role in running the household and giving care to 

family members, as the previous literature on the traditional roles of women in Europe 

suggests. Women are therefore more exposed than men to the stress generated by informal 

caregiving. Furthermore, as the literature shows (Silverstein et al., 2006; Bookwala, 2009, El 

Habhoubi, 2012), men react differently than women, and provide informal care in forms that 

are different from women’s. For this reason, this paper focuses on women and on the 

effects of informal caregiving on them. 

 

The possible effect of the provision of informal care on daughters’ mental health status is 

measured by the EURO-D scale, a symptom-oriented instrument measuring depression. The 

empirical investigation is performed using a representative sample drawn from the SHARE 

(Survey of Health, Ageing and Retirement in Europe) survey. 

 

Our paper contributes to previous literature by exploring the relationship between informal 

care-giving and mental health according to a North–South gradient. To this aim we cluster 

the different countries into three macro regions, namely Northern, Central and Southern 

Europe. This subdivision reflects social and cultural factors that historically have influenced 

the role of the family as a provider of care, with Northern countries designed as “non-family 

centred societies” and Mediterranean countries characterised by strong family ties (Reher, 

1998). Since the family role, per se, is not enough to clearly identify different care regime 

clusters, we referred to two additional parameters: the amount of resources destined by 

each country to Long Term Care (LTC) and the different eldercare policies across European 

countries considered in the sample. 

 

In order to account for potential endogeneity due to self-selection in the relationship 

between the provision of informal care and the informal caregivers’ mental health, we 

matched each informal caregiver with a non-caregiver on each characteristic known to be 

associated with a caregiver’s condition and mental health (Caliendo and Kopeinig, 2005). In 
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our analysis we performed this matching by using propensity score, as formalized by 

Rosenbaum and Rubin (1983). Perceived mental health of matched individuals was then 

compared to estimate the average effect of being an informal caregiver. 

 

Our results, robust under different specifications of the propensity score model based on 

different proxies of intensive/constant care, reveal a clear North-South gradient: the 

provision of informal care has a negative and significant impact on daughters’ mental health 

in the Mediterranean countries only, where support to the elderly comes mainly from family 

members and welfare policies are not sufficient to cover ageing population needs. These 

findings may be interesting from a policy standpoint, inasmuch as the health effect and time 

burden of caregiving translate into larger wealth effects, which may include higher health 

expenses for the caregivers, early retirement or job interruption (Coe and Van Houtven, 

2009). 

 

Keywords: caregiver burden, depression, parent care, LTC systems, mature women 
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ECONOMIC INDICATORS FOR ASSESSING TRUST WITHIN THE JEWISH SOCIETY IN ISRAEL AND 

THEIR EFFECT ON WELFARE 

 

Eskinazi, Naveh (1); Malul, Miki (1); Rosenboim, Mosi (1); Shavit, Tal (2) 

 

1: Ben-Gurion University of the Negev, Israel; 2: The College of Management Academic 

Studies, Israel 

 

Trust and social diversity are important variables that may impact economic decisions. This 

study focuses mainly on the aspects that can affect the willingness to have a welfare state, 

and especially trust and generosity. We studied secular Jews in Israel to collect data about 

trust and generosity. The participants were asked to express their attitudes on various 

questions including the relationship between trust, generosity, risky economic activity, 

poverty and welfare and their attitude towards ultra-Orthodox Jews and traditional Jews in 

Israel. Jewish society in Israel is divided into four sub- groups: secular, traditional, religious 

(Orthodox) and ultra-Orthodox. For convenience sake, this study combined the traditional 

and religious groups to form three sub-groups: ultra-Orthodox Jews, traditional Jews and 

secular Jews, each having different characteristics. The ultra-Orthodox Jews are perceived of 

as being the poorest group, and as “different” from the others, mainly because that they live 

a segregated lifestyle in what can be defined as a “closed community.” The secular Jews and 

traditional Jews, represent the majority of the population (42% and 50% respectively). Their 

lifestyles are characterized by greater willingness to participate in society, and to share the 

burdens of earning a living, paying taxes and serving in the military. Generally, they possess 

much more resources than the ultra-Orthodox. The traditional Jews are the most interesting 

of the three sub-groups. On the one hand, they are perceived as resembling secular Jews 

because they have considerably more financial resources and are willingness to participate 

in a range of societal activities. On the other hand, they are perceived as resembling the 

ultra-Orthodox, to some extent, because of the importance they assign to religious 

observance. 

 

To measure attitudes, particularly trust, of secular Jews towards the other groups, we used a 

Trust Game in which the researcher assigns an individual (Player A) an initial amount of 

money (in this case, NIS 200) from which he needs to specify the amount he is willing to 

transfer to another individual (Player B) with an expectation of receiving some or all of the 

amount back. The researcher triples the amount transferred by player A before it is 

transferred to Player B. There is a positive correlation between trust and the amounts 
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transferred to player B, and a positive correlation between generosity and the amount 

returned by player B. 

 

Our initial hypothesis that different levels of trust, measured by economic means, are 

derived from individuals’ religious affiliation was refuted. Although there were significant 

differences in the secular Jews’ trust of ultra-Orthodox Jews (measured by the average 

amounts transferred from player A to player B), there were no differences in the levels of 

trust that secular Jews showed towards traditional Jews. Instead, we found that the 

differences exhibited were derived from demographic and social factors, in addition to lack 

of familiarity and interaction with the segregated, minority population of ultra-Orthodox 

Jews, whose segregated lifestyle also affects the willingness of secular Jews to share their 

own resources with this population in general, and to have them receive government 

assistance in particular. 

 

The results show that the willingness for welfare increases as level of trust and the level of 

generosity (measured by the amount returned from player B to player A in the Trust Game) 

increases. It was interesting to find that only the trust level between one secular Jew to 

another, and the generosity level between a secular Jew and an ultra-Orthodox Jew were 

relevant to the research question and affected the willingness for a welfare state. 

 

Generally, individuals’ perception is that government assistance is needed, regardless to 

society heterogeneity, but they are not willing to fund it (willingness to pay more taxes or 

improve the government’s tax collection). This study contributes to the discussion 

surrounding the negative perceptions of ultra-Orthodox Jews in Israel. This negative 

perception is not derived from the group's religious extremism but from social reasons, such 

as their closed, segregated lifestyle, and absent desire for commitment and social 

engagement. All of these influence the mistrust towards them and the unwillingness to give 

them government aid. Moreover, trust and generosity, as measured by economic measures, 

together with perceived higher chance that the individual or population as a whole will be 

poor, and the various causes of that poverty (for example, perceived laziness and lack of 

education) were found to influence the willingness for a welfare state. 

 

Keywords: trust, religiosity, minority, generosity, welfare, poverty 
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ECONOMIC PSYCHOLOGY AT THE BRAZILIAN CENTRAL BANK MONEY MUSEUM 

– AN EXHIBIT 

 

FERREIRA, VERA RITA DE MELLO 

 

VERTICE PSI, Brazil 

 

This is the description of the exhibit named “Have you stopped to think about it?”, currently 

taking place at the Brazilian Central Bank [BCB] Money Museum, in Brasília, the capital of the 

country. It is the first result of NUMIP, the interactive museum center of economic 

psychology and financial education wider project [Núcleo Museológico Interativo de 

Psicologia Econômica e Educação Financeira, in Portuguese], that was originally made 

possible through a technical cooperation agreement between the BCB and IAREP-the 

International Association for Research in Economic Psychology, and intends to bring 

information on some economic behaviours, decision-making and systematic errors. Since the 

museum is already dedicated to the economic, monetary and financial education of its 

visitors, the exhibit fits in and holds converging goals towards helping to enhance Brazilian 

society’s awareness over economic decisions, thus hopefully increasing financial capability as 

well. 

 

Originally, the full project aims to disseminate information from research in economic 

psychology to the population, as well as to offer tools and opportunities to discuss 

applications stemming from this realm for policy-making and other areas. In the present 

case, this goal is supported by innovating approaches based on the assumption that 

technical information alone seldom reaches the objective of properly conveying these 

notions to the intended recipients. Therefore, the exhibit intends to launch this process by 

showing what takes place in their mind when people make decisions involving money. The 

title – “Have you stopped to think about it?” – refers to the fact that there is seldom full 

awareness over the mental processes involving data collection and judgment before choices 

are made, and it is an invitation for visitors to experience the steps of decision-making as 

closely to actual daily life situations as possible. 

 

The major target public is expected to be school children and teenagers who already visit the 

museum regularly, although the exhibit is open to public visitation in general, and may also 

attract a broad range of visitors as far as age, educational background and income go. At this 
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point, when Brazil faces major economic challenges, with very low GNP growth rates, rising 

inflation and debt problems both among households and businesses, the exhibit may hold 

particular relevance, because, at the same time, the country is entering a demographic 

window of opportunity. This phenomenon can be described as arising “[…] from the fact that 

during a certain phase in the process of demographic transition, the population of working 

age as a fraction of the total population is unusually high. Because birth rates have already 

fallen, the youth dependency ratio is low and because there are not yet as many elderly, the 

old age dependency ratio is also low. Records over the past decades have shown that this 

period of low total demographic dependency ratios can be associated with rapid economic 

growth, particularly if associated with investments in health and education. As the old age 

dependency ratios will eventually increase, this window of opportunity will also gradually 

close” [Chan, A., Lutz, W., Robine, J-M., 2005, DOI: 

http://dx.doi.org/10.1080/17441730500317105]. The Brazilian situation requires intensive 

preparation for this full inversion of the demographic pyramid, i.e. a fast growing proportion 

of elderly people, because the use of credit remains yet encouraged, and high rates of 

consumption and debt problems are found alongside with extremely low rates of savings 

[barely 10% of the population saves]. Therefore, it is particularly relevant to inform young 

people and policy-makers alike about the importance and urgency of preparing for this 

unique event as thoroughly as possible. Otherwise, it could become far less feasible to offer 

proper pension plans coverage and other kinds of financial planning for old age, and this 

remarkable opportunity would be missed. 

 

Although the exhibit alone could not aim to accomplish such major changes of behavior, it 

has been designed considering all these issues and needs, and may hopefully become part of 

larger initiatives towards these goals. 

 

Different topics are addressed there, in different formats as well. In the beginning, two 

common biases that often generate inconsistencies in economic behavior are presented: 

one is the popular assessment bias regarding large amounts of money versus small which, 

contrary to the traditional economics principle, results in different reactions to the same 

discount in price whether it is within a cheaper item [a simple ball] or an expensive one [a 

mobile phone]; the other one is another example of anchoring and framing, now involving 

popular ‘combos’ often found in food services, that induce people to pick the option with 

larger amounts – and higher prices –, although they may never be that hungry, but do not 

wish to feel fooled by the relatively more expensive but smaller option. They are each 

presented on the front of a large poster, with the explanation on the back in plain language, 

with illustrations, graphs and other examples. 
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In parallel, vinyl stickers on the floor describe common biases – sunk costs fallacy, 

overconfidence, loss aversion, excessive optimism, herding behavior and others – using 

popular sayings in big lettering and simple illustrations. Overlooking this initial part of the 

exhibit, a large three-part poster briefly explains economic psychology, introducing the field 

to visitors. Some mobiles with relevant words [impulse, attention, control, long term, short 

term etc.] follow, before a quick overview of the decision-making process, step by step. Next, 

a brief discussion about consumption, both from the contemporary perspective on how 

prevailing it has become in modern societies, and from the psychological one, on how 

vulnerable one may be facing the often overwhelming pressure to consume without careful 

consideration of consequences. For the same purpose, video screens display the financial 

education series “Me and my money”, made up of five short videos heavily informed by 

psychological insights as well. Resorting to sketches showing families and friends depicted in 

daily situations and colloquial talking, they address issues such as intertemporal choices and 

consumption, the need for behavioral changes when facing debt problems, the risk of 

marketing appeals, the rewards of saving versus the price paid for using credit [particularly 

when retail interest rates in the country can be as high as 15% a month]. At the end, there 

are some questions to be used by teachers in classes, and at a dedicated website, a 

discussion guide and an additional support video offered for trainers, where specialists 

discuss the content of each episode, can be found 

[https://cidadaniafinanceira.bcb.gov.br/14-destaque-02/64-videos-euemeudinheiro]. After 

the videos, there is a description of psychological tricks commonly used by marketing and 

advertising techniques, that deconstructs them and draws people’s attention to their own 

vulnerability as consumers. Examples of buying cash versus charging it on concrete items are 

given, indicating the enormous difference in price whether one or the other is chosen, all 

explained using pictures, images, concrete comparisons and what could be done with the 

money saved, should the cash alternative be chosen. 

 

Finally, before the closing of the exhibit, visitors are invited to share their own experiences 

while perceiving and assessing options before actually making choices, possible mistakes 

that have been made and especially potential lessons learned from them; other possible 

topics are how they have managed to resist temptations and methods and strategies they 

have developed to improve their decisions, among other instances of economic behaviour 

and observations over decision-making. This section is named: “Have you stopped to 

speak?”, and visitors can position themselves in a booth, one at a time, where their story 

telling will be videotaped [if they so allow], so as to be, later on, available to other visitors as 

well on a monitor outside the cabin. 
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The exhibit closes with a short recap of the idea guiding it, and some final questions for 

visitors to reflect upon after leaving it: “when you feel seduced by a special sale, do you buy 

the item impulsively or do you think about it a little while before doing so?”; “before buying 

something, do you consider the need you actually have and the use it might have for you?”; 

“when you go shopping, are you aware of the actual cost and impact over your budget? How 

much do you make/earn? How much do you spend?”. 

 

The exhibit and the videos are part of the National Strategy for Financial Education [Enef, in 

Portuguese], a federal initiative launched a few years ago in Brazil with the purpose of 

increasing financial capability within the population in general. It opened on March 10, 

during the National Week of Financial Education, that took place within the world-wide 

Money Week. As economic psychology has been a source of insights for other sectors of 

Enef, such as the three financial education books especially prepared for high school 

students, that display warnings and reminders on the vulnerability to psychological biases 

that can threaten young people’s financial behavior, habits and planning, it is expected that 

the exhibit may become a further step into the debate over the psychological dimension 

present in economic phenomena, while also increasing the visibility of the discipline. 

Therefore, it could not only raise awareness over systematic errors found in decision-making 

processes, in an accessible way to the lay population, but also represent a shop window for 

economic psychology, and possibly encourage new researchers in the country. 

 

Keywords: economic psychology; financial education; decision-making; heuristics and biases  
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RISK ATTITUDES AND IMPULSIVITY: AN INVESTIGATION USING GAMBLERS 

 

Filippin, Antonio 

 

University of Milan, Italy 

 

The inclination to gamble is conceived by psychologists as impulsivity, i.e. the inability to 

postpone an immediate gratification (Ross et al. 2008). This phenomenon is captured by 

hyperbolic discounting, which is capable of explaining why agents may engage in some 

activities although they know it would be better to avoid them. In other words, disordered 

gambling is not a rational choice in the sense that the agents prefer not to suffer the 

negative consequences and agree that in principle not gambling would be better. However, 

they cannot refrain when they have the opportunity to gamble. This mechanism certainly 

captures a crucial feature of the phenomenon and has also been investigated from a 

neuroscientific perspective. 

 

This mechanism certainly captures a crucial feature of the phenomenon and has also been 

investigated from a neuroscientific perspective. 

 

Strikingly, however, no attention is paid in the literature to the role played by risk attitudes, 

although they are a distinct concept with respect to hyperbolic discounting. Typically, 

psychologists consider the discount of delayed rewards as a the same process as one 

discounts probabilistic rewards. Even when this is not the case (Green2013), no specific role 

is attributed to risk attitudes although they should also contribute to explain the decision to 

gamble since they capture how much the agent likes risk. 

 

The main goal of this paper is to try to fill this gap and to assess whether both risk attitudes 

can complement hyperbolic discounting in order to explain disordered gambling. We do so 
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administering an incentivized risk elicitation task together with a questionnaire to a sample 

of gamblers in a betting agency. 

 

Administering the questionnaire to gamblers not yet in therapy can also provide a rough 

estimate of the incidence of disordered gambling. 

 

Finally, a successful attempt to explain disordered gambling by means of risk and time 

preferences would provide an ex-ante screening device that could help an early diagnosis of 

the problem. The DSM-V criteria are the main diagnostic tool, but it constitutes an ex-post 

assessment of the problem since it requires that some negative consequences have been 

observed. 

 

We find that risk preferences are indeed an important determinant of disordered gambling, 

as they significantly correlate with the DSM scale and in particular with the DSM items that 

focus on the gambling behavior rather than on the emotional sphere of the subjects. In 

contrast, the severity of disordered gambling does not correlate with a proxy of hyperbolic 

discounting alone. However, the best predictor of disordered gambling turns out to be the 

interaction between risk attitudes and hyperbolic discounting. This evidence shows that risk 

attitudes are indeed an important trait of gambling, suggesting that risk attitudes should 

also be taken into consideration in order to explain a theoretical construct like impulsivity. 

Results also show that a large fraction of the subjects (more than 15%) should be classified 

as disordered gamblers. 

Keywords: Gambling; Impulsivity; Hyperbolic Discounting; Risk Aversion 
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THE INFLUENCE OF TRUST ON LOYALTY INTENTION IN BUSINESS TO BUSINESS 

RELATIONSHIP: A STUDY IN A CLEANING SECTOR COMPANY 
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The overall aim of this study was to verify the trust influence in customers’ relationship in 

business to business (B2B) market. Therefore, a descriptive research of quantitative and 

quali-tative approach was carried out with 150 clients of Excelencia Clean company, located 

in Belo Horizonte city. For this study, there was a choice of analyzing the cognitive, affective 

and behavioral dimensions, relating them to loyalty between company and client. Two in-

struments of data collection were used: a questionnaire, based on the scale developed by 

Terres (2009), was applied to the company clients; and the other one was an interview, with 

semi-structured questions applied to the company employees. The results show the 

existence of positive correlation between the behavioral and affective trust dimensions, 

however, be-tween the behavioral and cognitive trust dimensions the correlation 

coefficients, although positive, presented a very close to zero rating. The three dimensions 

of trust (cognitive, affec-tive and behavioral) emphasize the influence in loyalty intention, 

however, it is only meaning-ful in the dimension of behavioral trust. When analyzing the 

length of time as a client in the average of the dimensions, it was observed meaningful 

difference in the dimension of cogni-tive trust, when compared to the average results of up 

to 5-year-time range with the results of above 10-year-time range. Analyzing the loyalty 

intention results, both ranges of time, from 6 to 10 years and above 10 years present 

meaningful differences between their results. There was no meaningful difference in the 

range of up to five years. 

 

Keywords: Cognitive, affective and behavioral trusts. Loyalty. Business to business market. 
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NUDGE EFFECTS ON GIVING BEHAVIOR 

 

Gabriela, Marcu 

 

Universitatea Lucian Blaga din Sibiu, Romania 

 

Giving behavior as part of the pro-social behavior has elicited several issues that challenged 

the social sciences researchers: Who gives? Why do people give? How do people make 

giving decisions? How can these decisions be influenced? (by the fundraisers, for example). 

While some of the underpinnings of the giving behavior have been revealed, little is still 

known about the ways of influencing the donation decision. Starting with the nudge theory 

(Thaler, Sunstein, 2008), new possibilities came out and behavioral sciences got much more 

potential on decision than ever. 

 

Particularly, giving decisions are complex and often biased by people’s affective and 

cognitive processes and therefore euristics are often used to make the process easier. Part 

of the complexity comes from the large amount of information, from the way in which it is 

presented and from the difficulty in selecting an appropriate response. The other part comes 

from individual’s own internal characteristics (Lynch, Chakravarti and Anuaree, 1991; 

Tversky and Kahneman, 1981). This provides us with a fragmented reality on what’s really 

going on in the process of giving decision. While several mechanisms have been identified to 

positively influence likelihood of donation or the amounts donated, there is little research 

proven that some nudge effect or anchoring mechanisms might also have effect on giving 

decisions. 

 

The purpose of this study is to explore how different designs of nudging effects affect the 

magnitude of giving. The study was run like a pilot lab experiment in order to get a quick and 

accurate response from the subjects in controlled settings. It will be continued in a 

controlled field experiment lately. 

 

More theories were used to make predictions regarding the effect of the nudge on the 

magnitude of donations, like the imprinting theory (Lorenz) and the nudge theory (Thaler, 

Sunstein). One of the starting points was that some situations in which an individual learns 
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rapidly the characteristics of some stimulus may serve also in creating some nudge effects of 

the person’s future decision. The nudge should than be then build on that stimulus. 

 

In this experiment, one group of participants was asked to estimate their donations in 

different scenarios where nudge effects were present (like seeing a beggar in front of a store 

where an expensive suit is visible with it’s price on) and one control group received no nudge 

effect. Emotional state of the participants has also been analysed in both groups. The results 

showed that participants were willing to donate significantly more in the nudge-present 

conditions compared to the no-nudge condition. 

 

Keywords: giving behavior, nudge, heuristics, anchoring, affective reaction 
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THE SCROOGE EFFECT REVISITED: MORTALITY SALIENCE INCREASES THE SATISFACTION DERIVED 

FROM PROSOCIAL BEHAVIOR 

 

Gasiorowska, Agata (1); Zaleskiewicz, Tomasz (1); Kesebir, Pelin (2) 

 

1: University of Social Sciences and Humanities, Poland; 2: University of Wisconsin-Madison 

 

The aim of the current work is to inquire into how awareness of personal mortality affects 

prosociality in economic decision-making and in particular, how it affects the satisfaction 

one derives from prosocial behaviors. Terror management theory (Greenberg, Solomon, & 

Pyszczynski, 1997) posits that in order to manage the anxiety born from the awareness of 

their mortality, people strive for value and meaning in the context of their worldviews. 

Based on this insight and previous research on the topic demonstrating the “Scrooge effect” 

(Jonas, Schimel, Greenberg, & Pyszczynski, 2002), we expected that reminders of mortality 

would increase the desire for prosociality, leading to more generous and less selfish 

allocation of financial resources. More importantly, we hypothesized that mortality salience 

would increase people’s satisfaction with their prosocial behaviors. If mortality reminders 

induce a shift in the more prosocial direction and make people genuinely interested in giving 

and sharing, then we would find that in the face of mortality thoughts, participant 

satisfaction would increase with more generous allocation of resources, as such a behavior 

would help to suppress death-related thoughts. That satisfaction, in turn, should be related 

to lower accessibility of death-related thoughts. Such a pattern of results would support our 

argument that unselfish economic behaviors in the face of mortality thoughts soothe 

existential anxiety and produce genuine satisfaction. 

 

To test our hypotheses, we conducted three experiments, in which participants received a 

financial endowment and were asked to allocate it between themselves and another, 

anonymous person (Studies 1 and 2) or a prosocial cause (Study 3). We expected, in line with 

the Scrooge effect, that participants in the mortality salience condition would be more 

generous in their allocation decisions than participants in the control condition. Moreover, 

we hypothesized that higher prosociality would be associated with stronger personal 

satisfaction in the mortality salience condition and reduced accessibility of death-related 

thoughts. 
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In Study 1, we employed a basic version of the dictator game (DG; Forsythe, Horowitz, Savin 

& Sefton, 1994) to test the effect of mortality salience on prosocial behavior. In this basic 

version of the game, Player 1 (Proposer) receives a specific sum of money and has to divide 

this sum between herself and the anonymous Player 2 (Receiver). Receiver does not have 

the option to reject the offer. Hence a strictly rational, self-interested Proposer would be 

expected to keep all the money to herself. Offering any sum of money to Receiver signals 

prosociality on the part of Proposer. We tested our hypotheses using a moderated 

mediation model. Specifically, we predicted that mortality salience (MS) would be both an 

independent variable affecting the amount of money sent to the other player, and a 

moderator of the relationship between the amount of money sent and the level of personal 

satisfaction. The amount of money sent was hypothesized to mediate the relationship 

between MS manipulation and satisfaction with one’s decision. Indeed, participants in the 

control condition kept more money for themselves than in the mortality salience condition. 

Moreover, participants in the MS condition reported higher satisfaction the more money 

they allocated to the other person, while in the control condition, the more money 

participants sent to the Receiver, the less satisfaction they reported. 

 

In Study 2 we used a different economic game, namely the ultimatum game (UG), to 

examine the same hypotheses about the effect of mortality reminders on prosocial 

orientation and the satisfaction derived from it. Unlike the dictator game, in the UG, Player 2 

is actively involved and has the power to reject unfair offers (Güth, Schmittberger, & 

Schwarze, 1982). However, as recent studies show, Proposers in this game make decisions 

not only to minimize the risk of their offer being rejected, but also because they care about 

the norms of generosity and fairness (Camerer, 2003; Chaudhuri, 2009). If activation of 

death-related thoughts increases prosociality, then we would expect the Proposers in the 

MS condition to make more generous offers than the Proposers in the control condition. As 

in Study 1, we also examined effects of mortality salience on participants’ satisfaction 

following their choices. We tested the same moderated mediation model, in which mortality 

salience appears as both the independent variable influencing the amount of money sent to 

the second player and the moderator of the relationship between the amount sent and 

personal satisfaction. Echoing results from Study 1, participants primed with mortality sent 

more money to the other player and experienced higher satisfaction after sending larger 

sums, whereas participants in the control condition sent less money and experienced higher 

satisfaction after sending smaller sums. 

 

In Study 3, we again tested the hypothesis that acting prosocially would be associated with 

higher personal satisfaction after reminders of mortality. This time, we observed participants’ 

behavior in a setting less structured, and potentially less artificial, than economic games. 
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Specifically, we examined how participants chose to naturally divide the money they were 

offered between themselves and a prosocial cause, after either being reminded of their 

mortality or not. Differently from Studies 1 and 2, in this study we also attempted to actively 

guide participants’ allocation decisions. Inspired by Aknin and colleagues (2013, Study 3), in 

our attempt to influence participant decisions we manipulated the incentive structure. This 

meant that for half of the participants acting selfishly maximized overall profits, whereas for 

the second half acting prosocially did. Study 3 was thus designed as a 2 (mortality salience vs. 

control condition) x 2 (incentive structure: prosocial vs. selfish) between-subjects 

experiment. The incentive structure manipulation served an instrumental role in influencing 

participants’ behavior, it is the donations to Student Government. Our main dependent 

variable was satisfaction with one’s decision. In addition to satisfaction derived from the 

decision, we also measured the accessibility of death thoughts as a second dependent 

variable. If prosocial acts effectively mollify the death anxiety evoked by MS, then this 

should be manifested in the lower accessibility of death-related cognition following one’s 

prosocial decision. In turn, lower accessibility of death thoughts should predict higher 

satisfaction with one’s decision. We thus hypothesized that prosocial behavior would 

suppress death thoughts triggered by mortality salience and thereby make our participants 

more satisfied. 

 

The regression model with mortality salience, number of tokens donated to the Student 

Government and their interaction as predictors of satisfaction with decision was significant. 

The mortality salience manipulation did not significantly affect satisfaction with one’s 

decision, however, the number of tokens donated did, and higher levels of donation 

predicted higher satisfaction. As expected, the interaction between mortality salience and 

the number of tokens donated was also significant. In particular, in the control condition 

there was no association between the number of tokens donated and satisfaction with one’s 

decision. In contrast, in the mortality salience condition the more the participants donated, 

the higher was their reported satisfaction. The observed positive association between 

prosocial behavior and personal satisfaction in the face of mortality thoughts completely 

replicated our findings from Studies 1 and 2. 

 

For the second dependent variable, the regression model with mortality salience, number of 

tokens donated to the Student Government and their interaction as predictors was 

significant. We found a marginally significant effect of the MS manipulation, and a significant 

effect of the number of tokens donated. As expected, participants tended to generate more 

words related to death in the MS condition, and across the board, the more they donated, 

the lower was the accessibility of death-related thoughts. Furthermore, the interaction 

between mortality salience and donation level was also significant. The impact of mortality 

salience on the accessibility of death-related thoughts thus depended on the amount of 
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tokens the participants decided to donate. Decomposing the interaction, we found no 

relationship between the number of tokens donated and death thought accessibility in the 

control condition. However, when mortality thoughts were made salient, the amount of 

tokens the participants donated predicted death thought accessibility. Additional moderated 

mediation analysis showed that death thought accessibility was a mediator of the 

relationship between mortality salience, prosociality and satisfaction. When mortality 

thoughts were made salient, behaving prosocially reduced the availability of death-related 

thoughts, and in turn heightened the satisfaction derived from the decision. This effect 

seems to account for why behaving prosocially was more satisfying than behaving selfishly in 

the mortality salience condition. 

 

In three behavioral studies, we demonstrated that mortality reminders increase prosocial 

acts and the satisfaction associated with acting prosocially. This effect occurs presumably 

because the acts of upholding cherished social values and the sense of meaning, value, 

connectedness, transcendence and security that can be derived from giving and sharing 

soothe existential anxiety. Mortality thoughts thus lead people not only to behave more 

generously, but also to perceive giving as more pleasant than painful. As we have seen, in 

the mortality salience condition participants reported higher personal satisfaction the more 

generous their decision was, whereas no such relationship was observed in the control 

condition. The finding that mortality salience increases prosocial orientation replicated the 

Scrooge effect reported earlier by Jonas and colleagues (2002). Our research went beyond 

the existing studies in showing that the enhanced prosociality brought about by mortality 

salience is associated with decreased accessibility of death thoughts and in turn, with 

increased personal satisfaction. To our knowledge, our work is the first to demonstrate this 

finer mechanism underlying prosocial decision-making in the face of mortality thoughts. 

 

Keywords: terror management theory, mortality salience, prosocial behavior, satisfaction 
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ANALYZING THE EFFECT OF COMPLEXITY ON CONSUMER DECISION STRATEGIES 
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Every time a consumer buys a product she has to make a decision, typically using a different 

strategy each time. The strategies differ depending on how complex the decision problem is 

in terms of available information and amount of product alternatives present (Payne et al. 

1993). When a great amount of information is available (complex decision) the decision 

maker can switch from processing all relevant information and trading it off against each 

other (compensatory decision) to selectively processing information avoiding tradeoffs 

(heuristics) (Bettman et al. 1998). If a strategy is applied in which the individual uses only 

selective pieces of information, this might lead to “substantial decision errors” (Payne et al. 

1993). This paper investigates how complexity affects consumers’ use of heuristic strategies 

when making choices by combining choice experiments with eye tracking technology. 

 

Choice experiments measure the selection of an alternative, but they cannot measure what 

decision strategy was used. By tracking eye movements, we are able to directly analyze 

different decision strategies, while accounting for choice complexity. Therefore, our 

research question is: How does complexity of the decision task affect choice making? 

 

This study synthesizes existing literatures on choice making in economics, marketing and 

psychology by testing alternative decision strategies in preventing decision errors (Payne et 

al. 1993). Eye-tracking is a commonly used method in psychology, but is relatively new to the 

economics literature. It enables measurement of consumers’ attention when making choices, 

a critical precursor, and revealing metric of preference, to choice (Bojko 2013). For example, 

attention captures whether attributes are selectively included in the choice-making process. 

Eye tracking measures saccades (no actual vision occurs), fixations (objects are processed in 

detail) (Wedel & Pieters 2007) and the actual scanpath where the eye moves (Noton & Stark 

1971). Reutskaja et al. (2011) use eye-tracking to provide insight into choice making under 

information overload and time pressure. Without a formal choice experiment, however, the 

authors were unable to measure whether the decision was compensatory or heuristic. 
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Dellaert et al. (2012) investigate the impact of the complexity of the choice situation and 

show that both the decision-making strategy and final choice are altered. Gao & Schroeder 

(2009) consider the number of attributes, while Caussade et al. (2005) vary number of 

choices, attributes and number and range of attribute levels. Both find that choice 

complexity has an impact on choice variability and error. Without eye tracking these studies 

were unable to determine the decision strategies used. 

 

Testing whether heuristic strategies are used in the meaning that certain information is 

disregarded Hensher (2006) shows that the number of attributes ignored (attribute non-

attendance) depends on the dimensionality of the choice experiments. Scarpa et al. (2012) 

also consider attribute non-attendance (choice heuristics) and find that it has to be 

considered when modeling choices in order to avoid over-estimating welfare changes. 

However, the authors did not use eye tracking and hence, lack true measurement of 

attribute non-attendance. This was addressed by Balcombe et al. (2014) who combine 

choice experiments and eye tracking and find that most information provided in their 

experiment is attended to by subjects. However, the authors do not account for complexity 

in choice making. We are extending this research by accounting for the effect of complexity 

on decision strategies. 

 

A choice experiment including two treatments was conducted in spring 2014 with a total of 

115 participants. Eye movements were tracked while participants made their choices. In 

treatment one subjects received choice sets characterized by four attributes and two 

alternatives. In treatment two they received choice sets characterized by four attributes and 

four alternatives. The product under investigation was toothpaste. The attributes used were 

price and various labels (e.g., ‘whitens teeth’). 

 

Comparing the treatments shows how decision strategies change when the amount of 

information offered differs, whether selectivity of information processing increases and if 

consumers switch from compensatory to heuristic strategies. Preliminary results of the 

survey are that individuals spend less time visiting single alternatives the more alternatives 

are present. Total gaze time decreases by alternative. Participants spent most time visiting 

alternative A and least time visiting the last alternative (alternative B in the two-alternative 

treatment and alternative D in the four-alternative treatment). Also, results show that gaze 

time varies considerably as indicated by the maximum total gaze time. However, the average 

total gaze time for alternatives A and B is similar in treatments one and two. The results also 

indicate that overall gaze time increases with the amount of options presented, however, 

we are noting a diminishing marginal gaze time (i.e., marginal attention). 
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In addition to descriptive results, random parameter logit models can be used to 

econometrically analyze the impact of attribute attendance on choice. We measure visual 

attribute attendance, i.e., attention is measured through total gaze time in seconds. This 

means that participants attended to the attribute in question for a certain amount of time. 

This is then included in the model to test in how far attention influences the choice of the 

respective product. With regards to total gaze time the amount of time spent looking at the 

price influences choice in both experimental treatments independently of complexity and so 

does the total gaze time with regard to the label “freshens breath”. However, in the less 

complex decision situation these are the only two characteristics where attention influences 

choice. In the more complex decision situation (four alternative treatment) more 

characteristics (labels on the toothpaste: “fights cavity” and “whitens teeth”) influence 

choice probability. This leads to the conclusion that an increase in choice complexity 

increases the influence of attention on choice. In less complex choice situations participants 

seem to be less attentive to the presented characteristics. 

 

Considering that compensatory decision strategies assume a tradeoff between all presented 

attributes the insignificant attention for several of the characteristics can be a first indication 

towards the use of heuristic strategies. The same holds for the decreasing attention per 

alternative. One could hypothesize that the use of compensatory decision strategies requires 

that all alternatives are attended to evenly. Additional analysis of the detailed scanpath is 

ongoing in order to obtain insights into the decision-making strategy in the sense of Ariely et 

al. (2011). 
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Cooperative actions are a key component of many economic situations, for example the co-

management of common pool resources, treaty negotiations, or building teams. Not only 

are individual cooperative actions important to understand, but so is the context and 

motivation of cooperative decisions which is dependent on group members and 

expectations of their behavior. We investigate cooperation in a social dilemmas experiment 

through expectations of partner’s personality traits. Using a one-shot continuous strategy 

Prisoner’s Dilemma, we test how the perceived traits of partners influence cooperative 

actions. This establishes another type of social heuristic, such as cooperate when I believe 

my partner to be ‘Nice’. We also introduce a novel treatment that lets the subjects select the 
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most preferred information from the set of personality traits. In many social dilemmas 

individuals would have the opportunity to form expectations about the traits of their 

partners (e.g. boat captains in a fishing fleet or farmers that share an aquifer) as they do not 

make decisions in isolation. We test if these expectations influence cooperative behavior. 

 

Personality characteristics and cognitive ability have been found to have significance to 

economic behavior (Borghans et al 2010). Research suggests that personality traits are a 

predictor of behavior in trust games, investment decisions, and economic preferences. Ben-

Ner et al (2004) find that personality measures have predictive power in the dictator game, 

explaining sharing behavior as related to Agreeableness in both males and females. 

Cooperative behavior is also intertwined with personality. Team composition and Openness 

explain performance in group tasks; where Openness of team members improved team 

performance (LePine 2003). LePine et al (2001) also finds that Agreeableness explains 

cooperative behavior in team tasks. Muller and Schwieren (2014) demonstrate the 

importance of personality traits in predicting behavior in trust related games, especially in 

situations where economic incentives are weak. Al-Ubaydli et al (2014) find that average 

personality traits of Openness predicts first round cooperative behavior in a repeated 

Prisoner’s Dilemma experiment. Personality traits, like Openness, are related to increased 

responses in the reward-sensitive region of the brain when choosing cooperative actions in a 

social context (Morawetz et al 2014). And subjects have different responses when making 

social decisions rather than private decisions. These works have laid a foundation between 

micro-economic behavior and psychological measures like personality in cooperative 

decisions. 

 

Studies that investigate cooperative decisions in non-cooperative economic games have 

generally focused on two major themes: Intuitive tendencies to cooperate (time pressure 

studies) and institutions that influence the level of cooperation (eg. punishment, rewards, 

reciprocity). We take a different approach by focusing on traits of individuals and how those 

traits are used in forming expectations about reciprocal cooperative behavior. To our 

knowledge this is the first time that characteristics of partners have been used in non-

cooperative economic games. The only studies that we are aware of that are similar focus on 

gender in partners (Schwieren and Sutter 2007). 

 

In our study, participants answer a Big Five Personality questionnaire, then play the one-shot 

continuous strategy Prisoner’s Dilemma experiment, the most basic form of a Common Pool 

Resource (CPR) game with one partner. In five separate treatments subjects are given the 

rank order of their partner of the Big Five Personality Traits (Agreeableness, Extraversion, 

Neuroticism, Conscientiousness, and Openness), along with a basic description of the 
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personality trait and how to interpret high versus low rankings. Subjects are not given their 

own ranking or raw scores, and partner identity is anonymous. The information treatment is 

the relative position in the group on a given trait. This elicitation simplifies the interpretation 

of what the scores mean for subjects, and provides the hypothesis we wish to test which is: 

Do subjects cooperate more when their partners have certain perceived traits? We have 

three specific predictions we will be testing for that are motivated by observed cooperative 

behavior in other experiments. 

 

Prediction 1: Subjects with partners that have higher rankings of Agreeableness are more 

cooperative 

 

Prediction 2: Subjects with partners that have higher rankings of Openness are more 

cooperative 

 

Prediction 3: Subjects with partners that have lower rankings of Neuroticism are more 

cooperative 

 

Each round the subjects are randomly paired with a new partner, and in each treatment they 

will not encounter the same partner twice to eliminate reciprocal play or punishment based 

on identity of their partner, only the perceived traits of others drive variation in behavior. 

Lastly, we provide a treatment where subjects are able to choose which Personality trait 

information they gain access to a series of rounds of the same game. This provides data on 

which information is deemed most valuable to subjects. 
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REGULATIONS WITHIN A COLLABORATIVE CONSUMPTION COMMUNITY? ATTITUDES TOWARDS 

THE INTRODUCTION OF A GOVERNANCE SYSTEM 

 

Hartl, Barbara (1); Hofmann, Eva (1); Kirchler, Erich (1); Penz, Elfriede (2) 

 

1: University of Vienna, Austria; 2: WU Vienna University of Economics and Business 

 

In order to reduce environmental pollution and global warming and due to the impending 

energy crises, people seek new sustainable solutions. A possible way of living a sustainable 

lifestyle is to buy less and to share resources by collaborative consumption. The term 

collaborative consumption (also often referred to as “sharing economy”) refers to a concept 

whereby people are provided with access to a good rather than owning it. Such sharing of 

resources is assumed to reduce the consumption of new goods and therefore related to 

anti-consumption. However, for sharing to be effective in terms of sustainable development, 

it is vital to motivate consumers to engage in collaborative consumption actions, e.g., in 

borrowing tools from an open workshop instead of buying them. The current experimental 

study investigates with a sample of 355 consumers and a within-subjects design (no 

governance vs. governance) the impact of governance (= introduction of punishment for 

uncooperative behavior) and attitudes towards governance (= support vs. nonsupport) on 

cooperative behavior (= bringing back tools from an open workshop in time; quantitative 

data). Further, we analyze supporting or opposing reasons for governance (open question; 

qualitative data) in a setting of collaborative consumption. Our findings indicate that 

cooperation increases when governance is applied and that the majority of participants 

(81.7%) support the introduction of a governance system in the context of an open 

workshop. Further, supporters of a governance system differ from non-supporters according 

to their trust in other people. While supporters argue that humans are egoistic and need 

regulation to increase cooperation, non-supporters are concerned about negative 

consequences of governance and a possible loss of self-determination, and propose 

alternative incentives for cooperative behavior. The current study allows valuable 

recommendation, as more and more sharing networks are created, facing the problem of 

whether to regulate access or not. In order to address the need of supporters and non-

supporters of a governance system in collaborative consumption, audits and sanctions of 

non-cooperative actions need to be perceived as fair. 

 

Keywords: collaborative consumption, sharing economy, governance, trust, correspondence 

analysis 
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EVALUATION OF 0%-INTEREST CREDIT AS A FUNCTION OF PROCESSING MODE AND PRODUCT 

TYPE 

 

Heise, Marc; Hoelzl, Erik 

 

University of Cologne, Germany 

 

In the last couple of years, consumers have witnessed the rise of a new form of credit. Today, 

in some countries (e.g., Germany) many consumer goods can be financed via 0%-interest 

credit offers that are made available immediately at the point of sale. While 0%-interest 

sounds like a good deal, this is not necessarily the case. Mandatory residual debt insurances 

and high dunning and default costs often worsen the offer. Additionally, many offers require 

customers to sign up for an additional credit card with expensive terms. Taken together, the 

low hurdles and the mentioned drawbacks render 0%-interest credit a potentially dangerous 

product that consumer protection offices already started to warn about. The decision 

whether credit is granted is made directly at the point of sale where the contract is also 

signed. Therefore, this form of credit is of special interest to those consumers who did not 

plan on a particular purchase but come across unexpected desirable products. The fact that 

a decision is made on the spot calls for the question how consumers process the given 

information and form their judgement. The current project examines how cognitive 

processing mode affects the evaluation of 0%-interest credit offers for hedonic and 

utilitarian goods. 

 

According to dual-process theories, there are two different modes of cognitive processing: 

System 1 and System 2 processes. While there is no single theory with universal consensus, 

the literature agrees that System 1 processes are characterized as fast, automatic, intuitive 
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and heuristic, whereas System 2 processes are characterized as slow, controlled, analytic 

and reflective (Evans, 2008). Overall, there is convincing evidence for dual-process theories, 

and they are applied in various studies on judgement and decision making. These theories 

also provide a useful framework for studying consumer behavior (Strack et al., 2006). 

 

Nevertheless, up to date, there is little research on credit use utilizing these theories. This is 

especially surprising if one thinks of the situation in which in-store credit contracts are 

signed. With hundreds of products trying to gain consumers’ attention and a noisy 

environment, the point of sale is usually not the best place to come to a sound decision that 

brings with it long-lasting and potentially dangerous financial consequences. It is easy to 

imagine that even consumers who are motivated to analyze and reflect on the financial 

details of this form of financing might fail to actually do so and rely on more intuitive ways to 

reach their decision on the purchase. In System 1 processing, consumers might perceive the 

credit as free and disregard the potential disadvantages that are mentioned above, whereas 

consumers engaging in System 2 processing might see a more complete picture and 

integrate the payments to be made during the payback-period into their evaluation and 

decision. Therefore, it is hypothesized that System 1 processing leads to higher credit 

attractiveness and higher willingness to take the offer, compared to System 2 processing. 

 

Moreover, it is assumed that this decision and the preceding evaluation of the offer are not 

only influenced by mode of cognitive processing but also by the product type. More 

specifically, for hedonic goods the evaluation is different from the one for utilitarian goods. 

Okada (2005) found that, at least when judged in isolation, hedonic products are evaluated 

more positive than comparable utilitarian products. The interpretation was that 

expectations matter: consumers are more excited with the prospect of having fun with a 

good than with the prospect of the practical use of a good. According to Kempf (1999), for 

hedonic products, arousal is higher than for utilitarian products. Arousal, in turn, was shown 

to be a significant determinant of product evaluations. When two products are sold in a 

bundle (i.e., the good to be financed and the credit to finance it), it can be assumed that the 

evaluation of one of them also carries over to the other to some extent. Therefore, it is 

hypothesized that credit attractiveness and willingness to take the offer are higher for 

hedonic products, compared to utilitarian products. 

 

Data collection is scheduled for the summer term. Participants will be students who are 

enrolled at a major German university. The study uses a 2 x 2 (cognitive processing x product 

type) mixed factorial design. The two independent variables are mode of cognitive 

processing (System 1 or System 2), varying between participants, and type of product 

(hedonic product or utilitarian product), varying within participants. The dependent 
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variables are credit attractiveness and willingness to take the offer. Mode of cognitive 

processing is manipulated according to van den Bos and Maas (2009). Participants read a 

text on information processing that emphasizes either intuition, gut feeling and impulsive 

associations or logical, analytical and precise processing. After this, they are asked to answer 

some questions on a short text in a way that focusses on the two different modes of 

information processing. The Cognitive Reflection Test (CRT; Frederick, 2005) is used as a 

manipulation check for mode of cognitive processing. In this test, three classical brainteaser 

items are used to assess participants’ ability to ignore a spontaneous and intuitive wrong 

answer in order to come up with the right answer which requires reflection and deliberate 

thought. Participants are then presented with several offers for goods that are relevant for a 

student population. Each product is either a hedonic one (e.g., a gaming console) or a 

utilitarian one (e.g., a vacuum cleaner) and comes with the offer to finance it via a 0%-

interest credit. The way in which the products are presented resembles their presentation in 

a real-life shopping situation and the order in which they are presented is randomly 

determined. Participants are asked to answer the questions on credit attractiveness and 

willingness to take the offer for every product. In the final section of the study, they answer 

the hedonic/utilitarian scale (HED/UT; Voss et al., 2003) for every good, to check whether 

the selected products are perceived as either hedonic or utilitarian ones. Self-control with 

regard to spending behavior is measured using the consumer spending self-control scale 

(CSSC; Haws et al., 2012). Furthermore, the tendency to engage in and enjoy effortful 

cognitive endeavors is measured using the short form of the need for cognition scale (NCS; 

Cacioppo et al., 1984). 

 

Results of the study will be presented and might improve our understanding of the recent 

large growth in popularity of such credit offers. Implications for consumer protection policy 

will be discussed. 
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SOCIAL PERCEPTION OF DEBTORS AND BORROWERS AMONG POLES OF 

DIFFERENT AGE AND VARIOUS EXPERIENCE OF BORROWING MONEY. IS IT 

CORRELATED WITH THEIR PROPENSITY TO FINANCIAL COMMITMENTS? 

 

Hełka, Anna Maria; Żbik, Marcin 

 

University of Social Sciences and Humanities, Poland 

 

AIM OF THE STUDY – HYPOTHESIS AND QUESTIONS 

 

Economic psychology, presents us with quite an extensive knowledge concerning the 

correlates of debts. It has been shown in numerous studies that although economic variables 

alone predict debt quite well, various psychological factors (i.e. present orientation, self-

control and attitudes towards debt) improve our ability to predict indebtedness (Webley & 

Nyhus, 2001). We also know a lot about the psychological cost of debt (Brown, Taylor, Price, 

2005). 

 

However, data based papers concerning the correlates and costs of debts in Poland are 

scarce. Most Polish research was carried out for the purpose of debt collection companies 

and though concerned only economic factors. It is surprising and alarming when we consider 

the number of Poles in debt. Past-due debt of Poles are currently approx. 10mld.Euro. The 

ratio of consumer installments compared to net income is the most unfavorable (11%) of all 

EU countries (IBGR, 2010). 14% of bank loans in Poland is a default. It is important to note 

that over 6% of Poles are chronically or permanently indebted which is a serious problem as 

the repayment of debts cause stress and may even lead to suicide (501 in 2009 in Poland). 

 

The perception of debtors was not studied in Poland so far, although international studies in 

this field indicate significant correlations between social perception of the debtor and the 

propensity to contract loans (Gathergood, 2012). The main aim of this article is to contribute 

to the knowledge in this area. We decided to explore and compare how Poles with various 

experience of borrowing money perceive unreliable debtors (temporarily or chronically 

indebted or defaulting borrowers or consumers) and model borrowers (someone who 

borrows money and repays them according to agreed schedule). We were also eager to 
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examine the possible association between social perception of unreliable debtors (UD) and 

model borrowers (MB) and the tendency to make financial commitments and pay them back. 

Having considered the theoretical premise, we accepted the following hypothesis: 

 

H1: Unreliable debtors and model borrowers are perceived in a significantly different ways. 

 

H2: People with various experience of borrowing money perceive unreliable debtors and 

model borrowers in a significantly different ways. 

 

H3: The propensity to make financial commitments and pay them back is associated with 

social perception of unreliable debtors and model borrowers. 

 

Another important issue pointed in the literature is the attitude to loans, borrowers and 

debtors of those who were brought up in different economic reality which may be affected 

by easier access to credit cards and loans. For that reason we assumed: 

 

H4: People of different age perceive unreliable debtors and model borrowers in a 

significantly different way. 

 

H5: People of different age vary in terms of propensity to make financial commitments and 

pay them back 

 

In order to verify the hypothesis qualitative and quantitative studies have been conducted. 

 

QUALITATIVE STUDY 

 

Procedure 

 

In order to verify the hypothesis we conducted 18 semi-structured individual in depth 

interviews (IDI) with 10 women and 8 men. They were divided according to their age into 

two equinumerous groups: younger (age 23 to 33 (mean age = 27,889 , σ= 3,48) and older 

(age 46 to 70 (mean age = 59,333 , σ= 8,775). In each of those groups 3 people have never 

taken any loan, 3 have taken out loans and paid them back according to the repayment 

schedule and 3 have paid back irregularly or haven’t paid at all. 
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The interviews took place between January and March 2015, each of them was recorded 

and transcribed after the session. 

 

All responses were analyzed using the thematic analysis procedure (Braun, Clarke, 2006) 

within a constructionist framework (Burr, 2003). 

 

Results 

 

The thematic analysis resulted in 31 categories for unreliable debtors and 29 for model 

borrowers. They were grouped into 3 key themes: 

 

1. Resources (their presence or absence ) 

 

2. The burden of financial liability 

 

3. Financial liability as a part of ordinary life 

 

Unreliable debtors were perceived as those who lack variety of resources, including: 

economical (lack of money, good, steady job), life skills and personality features 

(irresponsible, unaware of the consequences of their decisions, reckless adventurers, 

shortsighted) and social (low status, rejection by family). In contrast, model borrowers were 

seen as people with variety of resources including: economical (permanent work, at least 

average economic status), life skills competency (educated, responsible, sensible, honest, 

making decisions consciously) and social (married). 

 

Both unreliable debtors and model borrowers were perceived as those who struggle with 

the weight of their financial liabilities; who are stressed and even overwhelmed (especially 

debtors who also feel frustration and insecurity). Model borrowers were also perceived as 

workaholics and "credit slaves". While on the other hand debtors where seen as those who 

spend their free time mostly at home, or possibly on a walk because of lack of funds. 

 

However, a model borrower was seen as living in a nice house or apartment, having a car, 

and being able to go to the cinema, restaurant or to the gym if time allowed. All that thanks 
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to the money he/she borrowed. The unreliable debtor despite being in debts might take 

time for leisure activities and live at ease at an average level of consumption. 

 

The perception of debtors was similar in both age groups. But older responders seemed to 

pay more attention to the idea of overdue debts and resources of model borrowers. More 

considerable differences were seen between people with different experience with loans. 

Those who have never taken loans paid greater attention to the weight of overdue debt and 

the benefits of paid credits, while most model borrowers spoke more than others about the 

debtors lack of resources. 

 

The online survey was based on the results obtained in this study. 

 

QUANTITATIVE STUDY 

 

Procedure 

 

In order to verify presented hypothesis we conducted online survey on 270 Poles (179 

women, age 18 to 74, mean age = 32,674 , σ = 9,968) with different experience in the field of 

borrowing and debt collection, including: model borrowers, unreliable debtors, those 

without any loans, lenders and professional debt collectors. Data were collected in April 

2015. 

 

Results 

 

Obtained results at least partly confirmed the hypothesis. 

 

According to the hypothesis 1 unreliable debtors and model borrowers were perceived in a 

significantly different way in many aspects. For instance, model borrowers (MB) were 

perceived as better organized, able to plan, more responsible, resourceful, thrifty, aware of 

the value of money, honest, independent, hardworking, creative and better-behaved than 

unreliable debtors (UD). They on the other hand were seen as more spendthrift, generous 

and unrealistically optimistic than model borrowers. UD suffered more than MB due to the 

negative emotional effects of financial obligations, which affected their professional 

(motivation, satisfaction, willingness development, creativity and productivity) and private 

life (atmosphere, relationships, leisure) in more negative way. Unreliable debtors and model 

borrowers differently cope with a temporary lack of funds to pay all the obligations. MB are 
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more likely to borrow money for long-term investments, but less than UD in case of 

temporarily increased spending. 

 

In the line with the hypothesis 2 some significant differences in the perception of unreliable 

debtors and model borrowers appeared among people with various experience of borrowing 

money. Respondents who pay off their loan according to the schedule assessed the impact 

of debt on professional life of UD and MB and on private life of MB in less negative way than 

others. They were also more convinced that MB is more hardworking than UD. 

 

According to the hypothesis 3, the propensity to make financial commitments and pay them 

back seemed to be associated with social perception of unreliable debtors and model 

borrowers at least in certain aspects. For example, people who were planning to borrow 

money less frequently assessed debtors as fraudsters. Those who declared that they would 

never take a loan perceived the loan impact on MB’s professional and private life in the 

different ways than others did . Also assessment of UD’s and MB’s features correlated with 

the respondents declared techniques of financing their hedonistic and emergency expenses. 

 

In the line with the hypothesis 4 some significant differences in unreliable debtors and 

model borrowers perception appeared between people of different age. Younger people 

more adversely than older assessed the impact of debt on the UD everyday life. With age, 

debtors unreliability is more and more explained by loss of employment, and less frequently 

by gambling. The youngest group perceived smaller difference between UD and MB in terms 

of their honesty. 

 

According to the hypothesis 5 people of different age varied in terms of propensity to make 

financial commitments and pay them back. The oldest (over 45 years old) less frequently 

than younger people planned to take out a loan in the future. Surprisingly, the declared 

percentage of net revenue allocated towards savings decreased with age (from 20% to 13%). 

There were also significant differences between age groups in terms of propensity to borrow 

money for different purposes. 

 

CONCLUSIONS 

 

The results obtained in our study can be summarized as follows. Social perception of 

unreliable debtors and model borrowers seems to be associated with the propensity to 

make financial commitments and pay them back. A number of differences between people 

of different age and various experience of borrowing money have been reported. 
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CAN DEPLETED CONSUMERS CHOOSE ETHICALLY? UNDERSTANDING THE EFFECT OF EGO-

DEPLETION ON ETHICAL CONSUMPTION 

 

Herziger, Atar; Hoelzl, Erik 

 

University of Cologne, Germany 

 

Many consumers report that they would want to consider ethical aspects in their 

consumption choices. However, ethical consumption only accounts for a small percentage of 

market share. In this project, we plan to examine one particular mechanism that could 

contribute to this phenomenon. Assuming that ego-depletion increases habitual responses 
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in consumption settings, we study how ego depletion influences the likelihood to purchase 

ethically for consumers with different consumption habits. 

 

Keywords: Consumer Behaviour, Ethical Consumption 

 

 

THE POWER AND TRUST IN COLLABORATIVE CONSUMPTION MODELS OF CAR SHARING 

 

Hofmann, Eva (1); Hartl, Barbara (1); Penz, Elfriede (2) 

 

1: University of Vienna, Austria; 2: WU, Vienna University of Economics and Business 

 

Over the last years, consumers engage more and more in collaborative consumption; a 

concept, which has emerged in times of increased concern for the environment and the 

wake of the economic crisis. In collaborative consumption not the ownership of a good is of 

relevance but the access to a good (Belk, 2014; Botsman & Rogers, 2010). While in 

conventional business relations legal rules protect consumers from misconduct, regulations 

in the context of collaborative consumption are rare, so that trust can become more 

relevant. There are different ways consumers can engage in collaborative consumption, 

ranging from models in which companies organize the collaborative access to a good, to 

models in which self-regulating communities arrange this access. In this vein, it can be 

differentiated between different providers, i.e., business-to-consumer vs. consumer-to-

consumer (Möhlmann, 2015), and different market orientation, i.e., providers working for 

profit and non-profit (Schor & Fritzmaurice, 2015). Predicting cooperative behavior within 

two divergent collaborative consumption models, companies vs. communities providing 

shared goods, by power of providers of collaborative goods and trust, allows clarifying and 

investigating the psychological processes behind the models. 

 

In the current study we test experimentally (1) whether in a car sharing company coercive 

power and legitimate power are more pronounced than in a housing community sharing a 

car. Additionally, we examine (2) whether in the car sharing community consumers trust the 

provider and the other users more implicitly than in the car sharing company and whether in 

the car sharing company reason-based trust in the provider and the other users is higher 

than in the car sharing community. Further, it is investigated (3) whether in the car sharing 

company the prevailing interaction climate resembles more a service climate and in some 
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cases an antagonistic climate than in the car sharing community, and whether in the car 

sharing community the perception of a confidence climate is more prominent than in the car 

sharing company. Finally, we study (4) whether cooperative behavior with the providers and 

the other users of the good is similar for the car sharing company and the car sharing 

community. 

 

With a sample of 186 consumers we find that collaborative models differ over perceived 

power of providers, trust in providers and trust in other users. They additionally differ in 

interaction climates between providers and consumers. Nevertheless, cooperation does not 

differ within the two models. As model characteristics (power, trust, interaction climates) 

certainly determine consumers’ decision to engage in collaborative consumption, the 

current study allows ground-breaking insights into consumers’ preferences and aversion in 

the two models and gives valuable recommendations for companies and communities 

organizing collaborative consumption. 
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THE IMPACT OF INTERGENERATIONAL TRANSFERS ON THE DISTRIBUTION OF WEALTH: AN 

INTERNATIONAL COMPARISON 

 

Horioka, Charles Yuji 

 

Asian Growth Research Institute, Japan 

 

The main sources of wealth inequalities among households are differences in labor income, 

capital income, and bequests and other intergenerational transfers. The impact of the third 

of these factors has received relatively little attention in the past due to the unavailability of 

data but is the focus of this paper. 

 

Following in the footsteps of Noland, et al. (2013), the purpose of this paper is to shed light 

on how prevalent bequests and other intergenerational transfers are, whether bequests and 

other intergenerational transfers are selfishly or altruistically motivated, and what impact 

bequests and other intergenerational transfers have on wealth inequalities among 

households using data from the “Preference Parameters Study of Osaka University.” This 

survey was conducted simultaneously during the 2003-2013 period in four countries (China, 

India, Japan, and the United States), and thus we will be able to conduct an international 

comparison of these four countries and to see if there are any differences among the four 

aforementioned countries with respect to these three issues. 

 

The Preference Parameters Study of Osaka University was conducted over an extended 

period of time in four countries using an almost identical survey instrument, which includes 

many questions on bequests received, household wealth (including financial assets, real 

assets, and liabilities), bequest plans, bequest motives, and bequest division. 

 

A preliminary analysis of the data from this survey shows that the prevalence of bequests 

varies greatly not only from household to household within the same country but also from 

country to country, with bequests being the most prevalent in India, the second most 

prevalent in the United States, the third most prevalent in China, and least prevalent in 

Japan (see Horioka, 2014). 
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With respect to the second issue, Horioka (2014) finds that bequests are primarily 

altruistically motivated in India and the United States and primarily selfishly motivated in 

China and Japan, with Indians and Americans planning to leave bequests to their children 

even if they don’t receive any quid pro quo in return while the Chinese and Japanese plan to 

leave bequests to their children only if they receive a quid pro quo (such as care and/or 

financial assistance during old age) in return. 

 

With respect to the third issue, Horioka (2009) calculated the correlation between bequests 

received and life cycle wealth (wealth accumulated by the individual himself or herself) for 

the case of Japan and found this correlation to be negative though relatively small (-0.170). 

This suggests that households with less life cycle wealth receive more bequests and thus 

that bequests have an equalizing impact on the distribution of household wealth in Japan. In 

this paper, we plan to conduct a similar analysis for China, India, and the United States as 

well to see if the extent to which bequests and other intergenerational transfers affect 

wealth inequalities among households varies from country to country. 

 

This issue has very important policy implications because, if it is found that bequests and 

other intergenerational transfers have a large and positive impact on wealth inequalities 

among households, this implies that bequests and other intergenerational transfers help to 

perpetuate wealth inequalities among households from generation to generation and that 

inheritance taxes and other policies designed to alleviate the perpetuation of wealth 

inequalities among households may be desirable. By contrast, if it is found that bequests and 

other intergenerational transfers have a small or negative impact on wealth inequalities 

among households, this implies that bequests and other intergenerational transfers do not 

help to perpetuate wealth inequalities among households from generation to generation 

and that inheritance taxes and other policies designed to alleviate the perpetuation of 

wealth inequalities among households may not be necessary. 

 

References 

 

Horioka, Charles Yuji (2009), “Do Bequests Increase or Decrease Wealth Inequalities?” 

Economics Letters, vol. 103, no. 1 (April 2009), pp. 23-25. 

 

Horioka, Charles Yuji (2014), “Are Americans and Indians More Altruistic than the Japanese 

and Chinese? Evidence from a New International Survey of Bequest Plans,” Review of 

Economics of the Household, vol. 12, no. 3 (September), pp. 411-437. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 176 

 

Nolan, B., W. Salverda, D. Checchi, I. Marx, A. McKnight, I.G. Tóth and H. van de Werfhorst, 

eds. (2013), Changing Inequalities and Societal Impacts in Rich Countries: Thirty Countries’ 

Experiences. Oxford: Oxford University Press. 

 

Keywords: Intergenerational Transfers, Bequests, Distribution of Wealth, Wealth Inequalities, 

Household Economics 

 

Bibliography: 

1. “Do Borrowing Constraints Matter? An Analysis of Why the Permanent Income Hypothesis 

Does Not Apply in Japan,” Japan and the World Economy, vol. 18, no. 4 (December 2006), pp. 

358-377 (co-author with Miki Kohara). 

DOI: 10.1016/j.japwor.2006.04.002 

 

2. “The Causes of Japan’s ‘Lost Decade’: The Role of Household Consumption,” Japan and 

the World Economy, vol. 18, no. 4 (December 2006), pp. 378-400. 

DOI: 10.1016/j.japwor.2006.03.001 

 

3. “Tax Reform in Japan: The Case of Personal Taxes,” Japan and the World Economy, vol. 19, 

no. 3 (August 2007), pp. 380-392 (co-author with Shizuka Sekita). 

DOI: 10.1016/j.japwor.2006.06.001 

 

4. “Aging, Saving and Public Pensions,” Asian Economic Policy Review, vol. 2, no. 2 

(December 2007), pp. 303-319 (co-author with Wataru Suzuki and Tatsuo Hatta). 

DOI: 10.1111/j.1748-3131.2007.00080.x 

 

5. “The Determinants of Household Saving in China: A Dynamic Panel Analysis of Provincial 

Data,” Journal of Money, Credit and Banking, vol. 39, no. 8 (December 2007), pp. 2077-2096 

(co-author with Junmin Wan). 

DOI: 10.1111/j.1538-4616.2007.00099.x 

 

6. "A Comment on Nishimura, Nakajima, and Kiyota's 'Does the Natural Selection 

Mechanism Still Work in Severe Recessions? Examination of the Japanese Economy in the 

1990s,'" Journal of Economic Behavior and Organization, vol. 67, no. 2 (August 2008), pp. 

517-520 (co-author with Tae Okada). 

DOI: 10.1016/j.jebo.2007.07.006 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 177 

 

7. “Do Bequests Increase or Decrease Wealth Inequalities?” Economics Letters, vol. 103, 

issue 1 (April 2009), pp. 23-25. 

DOI: 10.1016/j.econlet.2009.01.009 

 

8. “Is the Eldest Son Different? The Residential Choice of Siblings in Japan, Japan and the 

World Economy, vol. 21, issue 4 (December 2009), pp. 337-348 (co-author with Midori 

Wakabayashi). 

DOI: 10.1016/j.japwor.2009.04.001 

 

9. “Aging and Saving in Asia,” Pacific Economic Review, vol. 15, no. 1 (February 2010), pp. 46-

55 (lead article of the Special Section: Dynamics, Economic Growth, and International Trade: 

Asia). 

DOI: 10.1111/j.1468-0106.2009.00489.x 

 

10. “The (Dis)saving Behavior of the Aged in Japan,” Japan and the World Economy, vol. 22, 

no. 3 (August 2010), pp. 151-158. 

DOI: 10.1016/j/japwor.2010.02.001 

 

11. "Revitalizing the Japanese Economy by Socializing Risk," The Japanese Economy, vol. 37, 

no. 3 (Fall 2010), pp. 3-36 (co-author with Reiko Kanda). 

DOI: 10.2753/JES1097-203X390405 

 

12. “Adam Smith's Answer to the Feldstein-Horioka Paradox: The Invisible Hand Revisited," 

Economics Letters, vol. 110, no. 1 (January 2011), pp. 36-37 (co-author with Ayumu 

Yasutomi). 

DOI: 10.1016/j.econlet.2010.09.018 

 

13. “The Degree of Judicial Enforcement and Credit Markets: Evidence from Japanese 

Household Panel Data,” International Review of Finance, vol. 11, no. 2 (June 2011), pp. 245-

268 (co-author with Shizuka Sekita). 

DOI: 10.1111/j.1468-2443.2010.01123.x 

 

14. “The Determinants and Long-term Projections of Saving Rates in Developing Asia,” Japan 

and the World Economy, vol. 24, no. 2 (March 2012), pp. 128-137 (co-author with Akiko 

Terada-Hagiwara). 

DOI: 10.1016/j.japwor.2012.01.006 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 178 

 

15. “Are Japanese Households Financially Healthy, If So, Why?” Japanese Economy, vol. 39, 

no. 4 (Winter 2012/13), pp. 109-124. 

DOI: 10.2753/JES1097-203X390405 

 

16. “Recent Trends in Consumption in Japan and the Other G7 Countries,” Journal of the Asia 

Pacific Economy, vol. 18, no. 2 (May 2013), pp. 195-202.  

DOI: 10.1080/13547860.2013.777536 

 

17. “Why Has Japan’s Massive Government Debt Not Wreaked Havoc (Yet)?” Japanese 

Political Economy, vol. 40, no. 2 (Summer 2014), pp. 3-23 (co-author with Takaaki Nomoto 

and Akiko Terada-Hagiwara) (lead article of the Summer 2014 issue). 

DOI: 10.2753/JEW2329-194X400201 

 

18. "Are Americans and Indians More Altruistic than the Japanese and Chinese?  Evidence 

from a New International Survey of Bequest Plans,” Review of Economics of the Household, 

vol. 12, no. 3 (September 2014), pp. 411-437 (lead article of the Special Issue on "Altruism 

and Monetary Transfers in the Household”). 

DOI: 10.1007/s11150-014-9252-y 

 

19. “Corporate Cash Holding in Asia,” Asian Economic Journal, vol. 28, no. 4 (December 

2014), pp. 323-345 (co-author with Akiko Terada-Hagiwara) (lead article of the December 

2014 issue). 

DOI: 10.1111/asej.12039 

 

20. “Evolutionary Economics and Household Behavior,” Philippine Review of Economics, vol. 

51, no. 2 (December 2014), pp. 67-82. 

 

 

 

 

 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 179 

 

 

COMMUNICATING SMALL PROBABILITIES 
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Results of previous research suggested that people have difficulties with understanding risky 

information and tendency to ignore information about probability, particularly when it 

applied to very rare events. However, most studies examining the impact of the used 

probability format to perceive and understand the submitted information focused on a 

numeric (percentage, rate, fractions) or graphics format. Results indicated that those 

formats do not lead to a better understanding of a given information. Study on experiential 

probability format showed greater accuracy of subjective probability judgments, that 

manifested in lower risk assessments and greater sensitivity to the change in the probability 

level (Tyszka, Sawicki, 2011; Idzikowska, 2013). Still, these studies were carried out on 

probabilities between 1% to 100% and there was no similar studies for probability values 

lower than 1%. 

 

The aim of the study was twofold: 1) to analyze the influence of different probability formats 

describing the very rare event (under 1%) with large consequences on the subjective 

evaluation of risk and 2) to evaluate the propensity to insure against such hazard. According 

to the literature, the likelihood of having insurance is associated with social norms, but not 

with perceived risk. Thus, social norms play the role of intermediary between the decision to 

insure and risk perception (Lo, 2013). On the other hand, Botzen, de Boer and Terpstra 

(2013) demonstrated that the tendency to take out insurance may be raised by offering a 

policy with a longer time horizon, instead of annually. Therefore, the impact of social norms 

promoting insurance behavior and time horizon of the insurance coverage was also studied. 

The following questions were formulated in the study: 1) How to communicate information 

concerning very low probabilities (p <0.01)?; 2) How probability formats impact on 

subjective assessment of the very low probability event?; 3) Which format of probability 

allows for better differentiation between several probability values?; 4) What influences the 

propensity to insure against large hazards with very low probability? 
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The stimuli we used was house-fire. We applied three formats of probabilistic information 

(between-subject factor): sequential display (the new one), frequency and percentage and 

five different levels of probability of house fire (under 1%, within-subject factor): 10, 19, 32, 

42, 50 in 10000. After each probability level, subjects were asked about their subjective 

evaluation of this hazard (on three scales: risk, danger worry) as well as the willingness to 

buy insurance against fire in this situation (in general, short- versus long-term insurance). 

They were also asked about social norm referring to insurance behavior. 

 

Analysis showed that probability formats significantly influenced the subjective evaluation of 

perceived risk. The subjective assessments were higher among participants who receive the 

information about probability using the experientially-graphical format in regard to all three 

scales: 1) risk (F(2,79)=8,25; p<0,001); 2) danger (F(2,79)=5,75; p<0,005); 3) worry 

(F(2,79)=3,04; p=0,05). The participants were also more sensitive to changes in the 

magnitude of small probabilities, when the experientially-graphical format was used. 

Moreover, this format implied a higher propensity to insure, especially in the short term 

insurance. Regarding to the factors influencing insurance behaviors, the study showed that 

social norms promoting insurance positively affected the individual’s propensity to insure, 

regardless of the probability format. However, among the participants who had poor social 

norms and did not insure themselves, format and information about the probability did play 

a role in molding the propensity to insure. 

 

The results extend existing knowledge referring to the impact of different formats of 

probabilistic information in the area of very rare events with high stakes and factors 

influencing the propensity to insure. 
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STRUCTURAL AND ORGANIZATIONAL FACTORS INFLUENCING SUSTAINABILITY-RELATED EVERYDAY 

PRACTICE IN WORKPLACE 
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Our particular aim through LOCAW project (www.locaw-fp7.com) was to provide a 

comprehensive analysis of the macro-factors influencing everyday practices and behaviors in 

the workplace. We investigated 6 European case studies of large-scale operating under 

different national and international contexts and occupying different positions that are 

relevant in the sustainability debate. 

 

The results of our studies within the LOCAW project revealed multiple factors influencing the 

everyday practices and behaviors in organizations. We have organized these groups of 

factors based on Bronfenbrenner's Ecological Systems Theory, in order to better understand 

the nature of their influence. Our presentation focuses on the macrosystem, as structural 

factors, and on the exosystem, as organizational factors influencing sustainability-related 

everyday practices in the workplace. One of the most influential structural factors identified 

in our studies is the political-economic context in which the organization operates. Findings 

from the LOCAW project demonstrate that the issue of reputation can act as both a driver 

and a barrier to the occurrence of sustainable practices. The building and maintaining of a 

good reputation is a key element of economic success on the market. Even if economic 

success is not a key concern of public institutions, reputation has still turned out, in our 

research, to be a key driver for sustainable practices. 
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AN INTERDISCIPLINARY META-MODEL OF MOTIVATION 

 

Ionescu, Gabriel (1); Ianole, Rodica (2) 
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Our theories of human behavior and motivation map and influence our understanding both 

of ourselves and of others. This happens more so when trying to predict or account for 

“rational” (as in rational choice theory, “wanting more rather than less of a good” (Coleman 

& Farraro, 1992)) human behavior in the workplace, at home, in policy-making, etc. 

 

Temporal Motivation Theory (Steel & König, 2006) provides the basis for a coherent theory 

of motivation by integrating Hyperbolic Discounting (Ainslie, 1992) and Cumulative Prospect 

Theory (Tversky & Kahneman, 1992) together with formulations of expectation in 

psychology, the Value Instrumentality Expectation model (Vroom, 1964) and Self-efficacy 

(Bandura, 1982), topping it all off by underlining the similarity between the quantitative 

formulations of the here-named theories (taken together) and the qualitative formulation of 

Need Theory (McClelland, 1965). 

 

The first two theories presented in TMT are classics in the sphere of Behavioral Economics, 

building upon expectation theory with an additional approach/avoidance dichotomy and 

weighting function that adjust the valuing and feasibility of a task with the perceiver's 

subjectivity. Out of a given set of perceived tasks the individual will enterprise the one worth 

the most decisional utility. Each given task has a number of n perceived outcomes, out of 

which k are perceived as winnings (implying n-k loss outcomes). The utility of each task is 

given by adding up the utility of each possible outcome (losses valuing in the negative). 

 

The attractors of each task are perceived value of the individual (the meaning she finds in 

her work, how much achievement, affiliation of power she gains, how much she sates her 

intrinsic or extrinsic wants, etc.) and the expectancy that said task will be successfully 

completed (depending upon subjective valuations as self-efficacy, locus of control, 

neuroticism (Judge, Erez, Bono & Thoresen, 2002) and objective weightings, vicissitudes of 

the world). 
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The detractors of each task are its temporal distance from the consumption of its reward 

and the impulsivity of the individual (understood as short-term orientation and aggravation 

of temporal distance). This temporal discounting is hyperbolic, temporally inconsistent, 

allowing for preference reversal as time passes. 

 

At this point, it becomes crucial to account for the implications of integrating hyperbolic 

discounting into cumulative prospect theory, but also to define from what kind of pools of 

tasks does the individual draw her choice. In this context, the present paper seeks to fill the 

gap by proposing a meta-model of human motivation. This purpose will be achieved by 

drawing upon new findings in the fields of economics and psychology and reformulating and 

reconsidering the implications of more classical models. The end-goal, however lofty it may 

sound, is to establish a universally applicable model that would explain and account for the 

majority of human motives to enterprise an action out of a given decisional horizon. 

 

Following the literature review of the most representative motivation theories, the paper 

focuses on the pragmatics imposed by the identification of a decisional horizon and further 

by the issues emerging from our multiple-egos. 

 

A decisional horizon works like a large, internal to-do list with all that the individual wants to 

do with his life. Every task that has been considered, weighted and thought about as 

something that the individual may enterprise at some point (and of which he has not at all 

forgotten) is contained in what we shall henceforth name the decisional horizon. It is a 

horizon in the sense that it is the furthest point at which the individual may look, he may not 

perceive beyond the line of the horizon, and in the sense that it contains the biggest possible 

picture that the individual is capable of. They are all perceived, specific tasks (wash the car, 

read a certain book, write a certain amount a day, etc.), even if the individual is only 

daydreaming about them and does not have a plan to actually attain them. 

 

The decisional horizon is noted as θ and each individual task contained by it as θi. At any 

given point in time, whatever task the individual may pursue is the one with the most given 

decisional utility (as discerned by the above mentioned method). As such, the main 

takeaway from here is that motivation is a function that varies primarily in accordance with 

time. 

 

A defining aspect of the decisional horizon is the containing of a special task, θ0 that defies 

all of the necessary conditions for a task to be considered as being part of the decisional 
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horizon, it is not specific, the individual has not set it out as a goal and it is always included in 

the decisional horizon, no matter if it is remembered or not. While tasks θn, where n 

belongs to the set of natural numbers excluding 0 are tasks the require doing some-thing, 

task θ0 represents doing no-thing, giving in to temptations of the environment, without 

furthering in any way some set cause of the individual. 

 

It is different, than say, some finite task, like zoning-out in front of the television set or 

engaging in video games (or other guilty pleasures) as these are behavioral alternatives, 

while environmental distractions are not per se alternatives of behavior. 

 

The present self is taking decisions that will impact some future self. Just like policies that 

our generation chooses will impact the well being of future generation. And just like the 

imperfect altruism of the generations that tend to undervalue the repercussions of present 

decisions on the future generations (discounting more as they are more temporally distant) 

the present ego will discount the utility of future selves, and it does so hyperbolically, in a 

way that an individual may experience regret that he, at one point has pursued smaller 

sooner goals at the detriment of larger later goals. 

 

This is plainly incompatible with established rational choice theory, which implies consistent, 

exponential temporal discounting. The existence of preference reversal to smaller sooner 

goals towards larger later ones, the existence of commitment devices (as a rational 

individual would not even fathom of constraining his future choice just to guarantee that he 

would not reverse his previous choice) and the lowering of impulsivity when choices are 

taken in series rather than in whole (consider how much a student would learn if the course 

would be organized in three small partial examinations versus one final exam) points to the 

fact that we have no good framework for continued use of classical, consistent, rational 

choice theory. 

 

Continuing the metaphor, just like policies and other economic actions that a country may 

enterprise as virtual actions, as they are undertaken as emergent from a game with n-

economic agents (where an agent is an economic actor), the actions of an individual are 

virtual, as they are emergent from an game between n-competing wants and needs. 

 

A key point from our reformulation of TMT is a way of easily ordering strategies for 

behavioral change. This is a powerful tool for informed, directed strategies in improving 

work flow and productivity of human life at the abstract level, and, at the pragmatic level, of 
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systematically problematic sectors (such as academic underachievement and generalized 

procrastination that plagues the student population). 

 

The model, at the present state, is showing positive results in counseling and mobilizing the 

resources of students at the undergraduate level, weeks before their final exams and 

dissertations. 

 

Students are systematically reaching high scores on scales of impulsivity (as impulsivity 

steadily declines with age, young people being more impulsive (Steinberg, Albert, Cauffman, 

Banich, Graham & Woolard, 2008)). It would be tantamount to neglect to not add various 

commitment strategies and changes in the system to suit better this generalized problem. 

 

For example, goal-setting, more specifically, breaking tasks down into smaller, more close 

temporally to the individual is a fantastic way of coping with impulsivity; however, if the 

individual is unproductive from reasons of low expectancy, or conversely, if we apply 

expectation strategies on him, to increase morale, but he is unproductive because he finds 

no meaning in their labor, we are again misapplying methods and may report that they are 

ineffective, but not why or how. 

 

Keywords: Meta-model, motivation theories, behavioral economics, counseling 
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Tax system design always confronts the dilemma of balancing the dual objective of achieving 

fairness and simplicity. The more a policy aims at fairness, the more complex the outcome of 

the policy during implementation. For instance, welfare programs such as the earned 

income tax credit (EITC) are typically based on specific and thus complicated provisions that 

make it difficult to comply. To better understand the trade-off between fairness and 

simplicity, our experiment investigates behavioral responses to complexity. 
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Understanding a tax system’s intricacies depends on two factors: its complexity and taxpayer 

capability. Based on this premise, we formulate two related hypotheses: First, we expect 

that increasing complexity escalates the perceived uncertainty of a situation. Second, we 

hypothesize that changes in tax rules have less of a behavioral impact in more complex 

situations. 

 

To investigate our hypotheses we rely on a psychological test of spatial ability (3DW, Gittler, 

1990). The test is based on item response theory, with the subjective probability of correctly 

solving a task solely depending on two parameters: the difficulty of the item and the 

subject´s ability. Given the subject´s ability, we may thus manipulate the probability of 

correctly solving a task by appropriately selecting items. 

 

Our experimental setup is as follows. First, we determine individual spatial ability 

parameters in a pretest. Second, subjects are assigned to one of two treatment conditions 

(simple vs. complex) and play a tax game over four rounds. They are endowed with income 

and face a given tax rate and audit probability. In each round they may either deduct 200 or 

500 experimental currency units (ECU). The allowable deduction may be identified by 

correctly solving an item of the 3DW. In the complex treatment subjects are confronted with 

four (one in each round) difficult tasks, i.e. items such that the individual probability of 

correctly solving the item is strictly below 45%. Participants in the simple treatment, on the 

other hand, are confronted with easy items (probability of solving >0.65). 

 

In line with our hypothesis, we find that the elasticity of reported income with respect to 

changes in the tax base is lower in the complex treatment. Furthermore, using the task 

complexity as an instrumental variable, we find that perceived certainty about the effective 

tax base mediates this relationship. Our results help explain the low observed response to 

tax policy changes and indicate that a simpler tax system would not only reduce compliance 

costs but also mitigate “over-compliance” by taxpayers with little tax literacy. 

 

Keywords: Tax Compliance, Tax System Complexity 
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EXPLORING THE ROLE OF FAIRNESS IN THE CHEATING BEHAVIOUR OF MARKETING STUDENTS 
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According to classical economic models, unethical behaviour is expected as individuals are 

hypothesized to be rational and largely selfish, and should act according to their own best 

interest. However, though cheating behaviour occurs, it is routinely below levels predicted 

by economic models, even in cases where cheating would be anonymous and associated 

with personal gain. Given the prevalence of cheating behaviour and the potential costs on 

both a personal and societal level, understanding the factors that limit cheating behaviour is 

of great importance. The current paper is part of a larger project that seeks to extend 

existing work on the determinants of cheating and unethical behaviour by exploring the role 

fairness motivations and degree of ego involvement have in influencing cheating behaviour 

in marketing and business. Overall, it is hypothesized that individuals will cheat more when 

they experience unfair treatment in an earlier task, but that this behaviour is simultaneously 

recognized as cheating and interpreted as fair, when considered in the context of past 

behaviour. The current paper will further explore the underlying reasons for cheating 

behaviour by evaluating whether perceptions of fairness mediate the effect of past 

experiences of unfair treatment on subsequent cheating behaviour. An alternative 

mechanism, that subsequent cheating behaviours is due to anger or revenge is also 

considered. 

 

In order to explore these hypotheses, measures of fairness perceptions and mood states 

were administered to 293 marketing students completing a study examining the effects of 

distributive fairness, fairness primes, and ego involvement on cheating behaviours in a sales 

task. Results support the pattern found in previous papers, where individuals were fully 

aware of their cheating behaviour, but were simultaneously able to characterize it as being 

fair when considered within the larger context of the study and their previous unfair 

treatment. In terms of the proposed mediation model, partial support for the proposed 

hypothesis was found. Though fairness perceptions do influence subsequent cheating 
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behaviour, anger was found to have a stronger effect on predicting future cheating 

behaviour. The theoretical and practical implications of these findings are discussed. 

 

Keywords: fairness, cheating behaviour, mood 
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UNLEASHING ANIMAL SPIRITS - SELF-CONTROL AND OVERPRICING IN EXPERIMENTAL ASSET 

MARKETS 

 

Kocher, Martin; Lucks, Konstantin; Schindler, David 

 

University of Munich, Germany 

 

One explanation for overpricing on asset markets is a lack of self-control abilities among 

traders. Self-control is the individual capacity to override or inhibit undesired behavioral 

tendencies such as impulses, and to refrain from acting on them. We implement the first 

experiment that is able to address a potential causal relationship between self-control 

abilities and systematic overpricing on financial markets by introducing an exogenous 

variation of selfcontrol abilities. Moreover, our experimental treatments seek to detect 

some of the channels through which individual self-control problems could transmit into 

irrational exuberance on the aggregate level. We observe a strong and causal effect of self-

control abilities on market overpricing. Low self-control traders are associated with 

significantly larger levels of overpricing,and they earn significantly less on exuberant markets 

as a consequence of holding assets for too long. 

 

Keywords: Behavioral finance, trader behavior, self control, experimental asset markets, 

overpricing 

 

Bibliography: 

Güth, W., Kocher, M. (2014). More than thirty years of ultimatum bargaining experiments: 

Motives, variations, and a survey of the recent literature. Journal of Economic Behavior and 

Organization 108: 396-409. 

 

Balafoutas, L., Kerschbamer, R., Kocher, M., Sutter, M. (2014). Revealed distributional 

preferences: individuals vs. teams. Journal of Economic Behavior and Organization 108: 319-

330. 

 

Kocher, M., Krawczyk, M., van Winden, F. (2014). Let me dream on! Anticipatory emotions 

and preferences for timing in lotteries. Journal of Economic Behavior and Organization 98: 

29-40. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 190 

 

Kocher, M., Sutter, M., Wakolbinger, F. (2014). The impact of naïve advice and observational 

learning in beauty-contest games. Southern Economic Journal 80(3): 586-613. 

 

Kocher, M., Pahlke, J., Trautmann, S. (2013). Tempus fugit: Time pressure in risky decisions. 

Management Science 59(10): 2380-2391. 

 

Balafoutas, L., Kocher, M., Putterman, L., Sutter, M. (2013). Equality, equity, or incentives: an 

experiment. European Economic Review 60(1): 32-51. 

 

Heinemann, F., Kocher, M. (2013). Tax compliance under tax regime changes. International 

Tax and Public Finance 20(2): 225-246. 

 

Kocher, M., Pogrebna, G., Sutter, M. (2013). The determinants of managerial decisions under 

risk. Journal of Economic Behavior and Organization 88(1): 109-132. 

 

Sutter, M., Kocher, M., Rützler, D., Trautmann, S. (2013). Impatience and uncertainty: 

experimental decisions predict adolescents' field behavior. American Economic Review 

103(1): 510-531. 

 

Kocher, M., Trautmann, S. (2013). Selection in auctions for risky and ambiguous prospects. 

Economic Inquiry 51(1): 882-895. 

 

Kocher, M., Lenz, V., Sutter, M. (2012). Psychological pressure in competitive environments: 

New evidence from randomized natural experiments. Management Science 58(8): 1585-

1591. 

 

Kugler, T., Kausel, E., Kocher, M. (2012). Are groups more rational than individuals? A review 

of interactive decision making in groups. WIREs Cognitive Science 3(4): 471-482. 

Dittrich, D., Güth, W., Kocher, M., Pezanis-Christou, P. (2012). Loss aversion and learning to 

bid. Economica 79(314): 226–257. 

 

Kocher, M., Martinsson, P., Visser, M. (2012). Social environment, cooperative behavior and 

norm-enforcement. Journal of Economic Behavior and Organization 81(2): 341–354. 

 

Angelova, V., Güth, W., Kocher, M. (2012). Co-employment of permanently and temporarily 

employed agents. Labour Economics 19(1): 48-58. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 191 

 

Sutter, M., Haigner, S., Kocher, M. (2010). Choosing the stick or the carrot? Endogenous 

institutional choice in social dilemma situations. Review of Economic Studies 77(4): 1540-

1566. 

 

 

DELAYED FEEDBACK ON TAX AUDITS AFFECTS COMPLIANCE AND FAIRNESS PERCEPTIONS 

 

Kogler, Christoph (1); Mittone, Luigi (2); Kirchler, Erich (1) 

 

1: University of Vienna, Austria; 2: University of Trento, Italy 

 

Experimental research on tax behavior typically suffers from one important discrepancy in 

comparison to tax paying in reality: In experiments, audits usually occur directly after filing 

taxes, and feedback on the consequences of an audit is given immediately. In reality, audits 

happen within a much longer period of time. In Austria, for instance, taxpayers can be 

audited up to ten years after filing taxes. This difference of time lags between filing and 

audit may play a crucial role with regard to the external validity of experimental results, as 

well as for the determination of feedback intervals on tax audits in reality. Indeed, there is 

evidence, that a longer interval between taxpaying and information, whether an audit takes 

place, enhances compliance (Muehlbacher et al., 2012). Thus, this time-lag effect might be 

explained by negative feelings associated with unfinished businesses (cf., Zeigarnik, 1927), a 

preference to bring-forward unpleasant events to minimize the dread experienced while 

waiting (Badia et al., 1966; Loewenstein, 1987) and a prolonged period of uncertainty. Thus, 

anticipating the dread related to cheating can be avoided when filing an honest tax return in 

order to prevent the uncertainty associated with a possible audit after evading taxes. 

 

An other explanation for a potential effect of delayed information on tax audits stems from 

the field of research on judgment and decision making. Accordingly, decisions from 

description and decisions based on experience can lead to clearly different choice behavior. 

While in decisions based on description people make choices as if they overweight 

probabilities of rare events (cf. Kahneman & Tversky, 1979), in decisions based on 

experience the probabilities of rare events are said to be underweighted (Hertwig et al., 

2004; Hertwig & Erev, 2009). With regard to the tax context this would imply that decisions 

with delayed feedback on audits are predominantly based on descriptions of the 

experimental situation and especially the occurrence of audits, whereas in decisions with 
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immediate feedback a major influence of experience should prevail. Thus, delayed feedback 

should result in higher tax compliance due to overweighting of the probability of a tax audit, 

and, respectively, immediate feedback lead to lower compliance due to underweighting of 

audit probability. 

 

Results of the present study reveal that delaying feedback on tax audits has a clear effect on 

tax compliance. Participants receiving immediate feedback on audits and fines evade 

significantly more of their due tax compared to those who are informed about audits only 

after the last period. We identify two potential explanations for this prominent impact of 

timing of feedback on tax compliance: Although informed about objective probability of 

audit as well as the precise level of fines, people in the delayed feedback group were more 

likely to state that the probability of audit was high, and they perceived fines to be more 

severe than participants with immediate feedback. 

 

In contrast, the analysis of fairness-related measures can be interpreted in a different way. 

Participants with delayed feedback perceive the timing of information on audits as 

significantly more unfair, and furthermore evaluate the respective authorities as acting 

unfairly. This finding corresponds to the literature claiming that feedback in general has to 

be provided in time in order to shape behavior in a positive way (Sapienza & Korsgaard, 

1996). In this vein it may be shortsighted to reason that honest taxpayers comply 

independent from whether they get feedback on the consequences of an audit immediately 

or with a delay. In line with the established connection of perceived fairness, trust in 

authorities, and tax compliance (e.g., Bergman, 2002; Fjeldstad, 2004; Kirchler et al., 2014; 

Pommerehne & Frey, 1992), it seems plausible that the perception of unfair treatment could 

prompt honest taxpayers to abandon compliance. 

 

The current findings bear important implications for experimental tax research: settings 

introducing delayed feedback on audits might represent essential features of the real 

taxpaying situation better than the majority of tax experiments providing immediate 

feedback on audits. In the best case, a different setting just produces a shift in the general 

level of compliance, but at least in combination with specific additional treatments, 

unintended interaction effects might lead to biased and not generally valid results. 

 

Keywords: Tax compliance, delayed feedback, procedural justice, audit probability, tax 

morale 
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CONSUMER DISCOVERIES: THE ROLE OF AUTONOMY IN CREATING PSYCHOLOGICAL CLOSENESS 

TO THE SELF 

 

Kokkoris, Michail; Hoelzl, Erik 

 

University of Cologne, Germany 

 

Consumption is constitutive of identity and abundant research examines how consumption 

objects become part of one’s sense of self (Belk, 1988; Dittmar, 1992; Escalas & Bettman, 

2005; Fournier, 1998; Kleine, Kleine, & Kernan, 1993; Levy, 1959; Sirgy, 1982). Three main 

mechanisms that have been proposed are control or mastery, knowledge, and creation (Belk, 

1988). Focusing on the latter, in this research we propose that the circumstances under 

which a consumption experience takes place for the first time can have an impact on the 

resulting sense of closeness of this experience to the self. We argue that consumers can 

arrive at any consumption experience mainly through two pathways: either entirely on their 
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own (autonomous discovery) or based on some prior information from others, media, etc. 

(guided discovery). Assuming that consumption experiences that are discovered 

autonomously share some common features with creation, such as feelings of agency, 

achievement, pride, and uniqueness, we propose that they are also capable of tying the 

consumption experience more tightly to the self. Therefore, we predict that autonomous 

discovery induces a stronger sense of closeness to the self than guided discovery, even if the 

consumption experience in both cases is equally rewarding. 

 

We tested this hypothesis in an online experiment with 147 US Americans on Amazon’s 

Mechanical Turk (64 males and 84 females, age ranging from 19 to 72 years old, M = 35.49, 

SD = 11.32). Participants were randomly assigned to one of two conditions. In both 

conditions, participants read a scenario asking them to imagine themselves being on 

vacation at a place they haven’t ever visited before and wanting to find a café to have a 

coffee. In the autonomous discovery condition, participants were asked to imagine that they 

decide to stroll around in the streets and find a café on their own that looks interesting 

without any prior information about it. In the guided discovery condition, participants were 

asked to imagine that they decide to check what the travel guide suggests and based on that 

information find a café that sounds interesting. Participants in both conditions were further 

instructed to imagine that they finally visited that café, had a very nice time there and the 

experience was very enjoyable and rewarding. Therefore, the two conditions differed only in 

the way the café was discovered (either on their own or with the help of the travel guide) 

and not in the positivity of the described experience. 

 

We operationalized closeness to the self as a tripartite concept consisting of psychological 

ownership, self-connection, and emotional attachment. Psychological ownership (α = .91) 

was measured with three items (e.g., “I feel like this is 'my' café”) adapted from Peck and 

Shu (2011). Self-connection (α = .93) was measured with five items (e.g., “This café 

connected with a part of me that really made me tick”) adapted from prior literature (Aaker, 

Fournier, & Brasel, 2004; Einwiller, Fedorikhin, Johnson, & Kamins, 2006). Emotional 

attachment (α = .95) was measured with three items (connected, bonded, attached) also 

adapted from prior research (Kamleitner & Erki, 2012; Thomson, McInnis, & Park, 2005). As a 

manipulation check, participants indicated the extent to which they found the café 

described in the scenario on their own or based on recommendations. Participants were 

then asked to rate the plausibility of the scenarios they read with two items measuring how 

easy it was to imagine the situation described and to what extent they could personally 

relate to this situation (r = .67, p < .001). As control variables, we measured excitement (α 

= .88) about the experience, liking (α = .79) of the described café, and involvement (α = .95) 

in the specific category (cafés). Finally participants filled out some demographic questions 

(sex, age, ethnicity). 
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Preliminary analyses showed that, first of all, the manipulation was successful: Participants 

in the autonomous condition agreed more that they found the café on their own (M = 6.38, 

SD = 1.28) and less that they found it based on recommendations (M = 1.76, SD = 1.45) 

compared to participants in the guided condition (M = 2.38, SD = 1.66 and M = 5.92, SD = 

1.35 respectively). There were no differences between conditions as to the extent to which 

participants could imagine the situation described and relate to it, ps > .17. Inspection of the 

means also indicates that the described situation was perceived as rather easy to imagine (M 

= 6.22, SD = 1.17) and to relate to (M = 5.77, SD = 1.48). There were also no differences 

between conditions in liking of the café, p > .26, suggesting that, as intended, participants 

indeed liked the café equally across conditions. 

 

To test our hypothesis that autonomous discovery leads to higher self-closeness than guided 

discovery, we conducted a MANOVA with discovery (autonomous vs. guided) as the 

independent variable and psychological ownership, self-connection, and emotional 

attachment as the dependent variables. The multivariate test was statistically significant, 

Wilk’s λ = .91, F(3, 143) = 4.80, p < .001. More specifically, the manipulation had a significant 

effect on psychological ownership, F(1, 145) = 14.51, p < .001, showing that autonomous 

discovery induced more psychological ownership (M = 4.33, SD =1.65) than guided discovery 

(M = 3.33, SD = 1.54). Autonomous discovery also induced higher self-connection (M = 4.29, 

SD =1.47) than guided discovery (M = 3.57, SD =1.57), F(1, 145) = 8.30, p = .005, and higher 

emotional attachment (M = 4.78, SD = 1.64) than guided discovery (M = 3.95, SD = 1.76), F(1, 

145) = 8.76, p = .004. We conducted a further analysis with a composite score of self-

closeness (α = .96) consisting of all eleven items for the three dependent variables. Results 

of an ANOVA revealed that autonomous discovery induced higher self-closeness (M = 4.43, 

SD = 1.46) than guided discovery (M = 3.61, SD = 1.50), F(1, 145) = 11.52, p = .001. There 

were no differences between conditions in excitement, p > .13. Moreover, the results of the 

MANOVA on the three main dependent variables remain statistically significant even after 

controlling for liking, excitement and involvement, Wilk’s λ = .93, F(3, 140) = 3.71, p = .013. 

The same holds for the effect of the manipulation on self-closeness with the same covariates, 

F(1, 142) = 8.44, p = .004. 

 

In sum, results showed that participants who read about discovering a café on their own 

experienced that café as psychologically closer to themselves (higher psychological 

ownership, self-connection, and emotional attachment) compared with those who read 

about discovering a café with the help of a travel guide. Importantly, these differences 

occurred even though in both occasions the experience was described (and perceived) as 

equally enjoyable and rewarding. Therefore, these results support our hypothesis that 

autonomous (vs. guided) discovery induces a higher degree of closeness of consumer 
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discoveries to the self. At the theory level, these findings contribute to research on self, 

identity, and consumption, by shedding more light on the conditions that consumers 

experience products and services as part of their identities. Our research proposes that the 

exact way in which consumers arrive at a consumption experience can play a role. The 

feeling that a consumption episode is autonomously initiated may be a factor that creates a 

sense of psychological proximity to the self, as it can be considered an instance of ‘creation.’ 

At the practical level, this research can have interesting implications for economic 

psychology and marketing. For example, this research draws attention to potential side-

effects that common marketing activities, such as advertising or media-generated buzz, 

might have. Although product awareness may be beneficial in increasing interest in products 

and subsequently sales, consumers may experience products that they find based on prior 

information as less close to themselves compared with other products that they discovered 

on their own. Devising ways to de-emphasize external sources of agency and restore feelings 

of self-agency might help increase connection to products and services discovered under 

these circumstances. 
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THE ROLE OF PROCEDURAL FAIRNESS IN ACCEPTING THE CHANGES OF TAX LAW 

 

Kołodziej, Sabina (1); Niesiobędzka, Małgorzata (2) 

 

1: Kozminski University, Poland; 2: University of Gdańsk, Poland 

 

One of the significant factor influencing the tendency of an individual to tax comply is 

perceived fairness of the tax system, in the procedural and distributive aspect. Distributive 

justice refers to the relationship between the amount of taxes paid and the amount of 

money received by the taxpayer as part of the benefits from the state. The sense of 

procedural justice is based on the quality of the interaction between taxpayer and tax 

authorities, the degree of taxpayer participation and the perceived possibility to control the 

tax decision processes and the quality of information provided by legislators and tax 

authorities. It should be noted that for the taxpayer and his decisions the perceived, 

subjective evaluation of tax system and tax authorities’ decisions fairness is more important 

than the objective fairness of the tax system functioning in the country. 

 

The aim of the study was to investigate the effect of perceived procedural fairness relating 

to the implementation of changes (either positive or negative for the taxpayer) in tax law 

introduced by the government on the evaluation of these changes. The study analyzed the 

following questions: 1) Does the degree of acceptance of changes in tax law depend on the 

level of procedural justice regarding the tax law change implementation? 2) Does the agentic 

and communal orientation affect the degree of acceptance of changes in tax law? The 

agentic and communal orientation was included in the study as a factor moderating the 

evaluation of the legal changes. By definition, agentic orientation refers to the concentration 

on individual’s own interest and his own purposes, which may result in reduction of the 

procedure effect when the law changes lead to the benefit of the individual. On the contrary, 

the communal orientation means focusing on other people and interpersonal relationships, 

which can cause a wider - than just individual own interests – perspective in the evaluation 

of introduced legal changes. According to these assumptions, the person characterized by a 

communal orientation may pay more attention to the fairness of the procedure which 

relates to all taxpayers than to the final result of changes referring to the individual, whereas 

people with agentic orientation evaluate the proposed changes mainly through the prism of 

the consequences for the individual. 
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In order to verify the above assumptions, an experiment was conducted on a sample of 101 

people randomly assigned to one of four groups (between-subject factor) differing in the 

level of procedural justice of the tax law changes and the effect of the changes for individual 

taxpayers and the taxpayers group to which he belonged: 1) fair tax law change 

implementation procedure (public consultation, providing access to information for 

taxpayers), changes beneficial for the taxpayer individually but unprofitable for the tax 

group to which he belonged; 2) the lack of fairness of the procedure (lack of public 

consultation, the changes introduced without prior notice to taxpayers), changes beneficial 

for the taxpayer individually but unprofitable for the tax group to which he belonged; 3) fair 

tax law change implementation procedure, changes unprofitable for the taxpayer 

individually but beneficial for the tax group to which he belonged; 4) the lack of fairness of 

the procedure, changes unprofitable for the taxpayer individually but beneficial for the tax 

group to which he belonged. The respondents’ task was to assess 1) the method of the tax 

law changes implementation (on a scale from “completely fair” to “completely unfair”) – 

treated as a measurement of manipulation effectiveness; 2) the degree of acceptance of the 

changes (on a scale from “I accept it completely” to “I do not accept it completely”); 3) the 

level of anger caused by the way of introducing tax changes (on a scale from “none” to “very 

large”). In addition, the respondents filled out scale to measure the agentic and communal 

orientation (Wojciszke, Szlendak, 2010). 

 

The analysis of the results confirmed the significant impact the fairness of the tax law 

changes implementation procedure on the level of its assessment (F = 17.72, P <0.001), on 

the degree of tax law changes acceptance (F = 12.21, P <0.001) and the level of anger 

induced by the changes (F = 9.83; p <0.001). Respondents scored the highest the legal 

changes introduced with the procedural fairness, regardless of the consequences of these 

changes for the taxpayer individually and for his taxpaying group. In relation to the second 

formulated question, there was a causative effect of agentic orientation on the acceptance 

of tax law changes (F = 3.07, p <0.05) - agentic oriented subjects assessed significantly higher 

legal changes leading to individual benefits, regardless of the fairness of the procedure. The 

study failed to confirm the impact of communal orientation on the assessment of tax law 

changes depending on the type of procedure choosen for its introduction. 
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THE BURDEN OF KNOWLEDGE BEHAVIOURAL AND EMOTIONAL CORRELATES 

OF ENVIRONMENTAL EDUCATION AMONG 10-12 YEAR-OLD ELEMENTARY 

SCHOOL STUDENTS 

 

Kovács, Judit; Medvés, Dóra 

 

University of Debrecen, Hungary 

 

The paper reports two related studies involving 10-12 year-old students. The first study 

examined the impact of a special environmental education program on environmental 

attitudes and behaviour. The aim of Study 2 was to explore whether emotional involvement 

in environmental problems, resulting in anxiety, can divert children from behaving according 

to their knowledge-base. 

 

The 10-12 year age-group (5th-6th grades in the Hungarian elementary schools) is examined 

in this study for several reasons. These children experience a change in the education 

paradigm around them going together with systematic acquiring of knowledge. This leads to 

awareness of very serious global problems despite the immature emotion regulation of 

children at that age. This transition could be helped by the special programmes typical of 

eco-schools. The main purpose of implementing the system of eco-schools was to 

institutionalize ESD (Education for Sustainable Development) activities and to guarantee the 

stability of ESD in schools. However, there are not many positive results reporting the real 

impact of eco-schools on children’s everyday environmental behaviour. It is much more a 
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general progress which is observable in Hungary according to survey studies, as 

environmental issues are attracting more and more interest from the young, irrespective of 

school-types. Beyond the survey studies, operative behavioural data are needed. 

 

Reserch goal 1: In Study 1 we aimed to test how this special program influences children’s 

knowledge, attitudes and behaviour. The research focused on the relationship between 

environmental education, knowledge, attitude and behaviour. We hypothesized that special 

environmental education leads to more positive environmental attitudes and more 

environment-friendly behaviour (H1). Similarly, problem-awareness (knowledge obtained 

beyond a school context) also leads to more positive environmental attitudes and more 

environment-friendly behaviour (H2). 

 

Method: Data were collected in two elementary schools in Debrecen. In total, 162 pupils 

took part in the research (82/80 from an eco school/non eco-school, respectively), all of 

them attending the 5th and 6th grades (77 boys and 85 girls, MAGE = 11.36; SD = 0.65). The 

data collection was included in special information technology lessons held at the IT 

laboratory of the elementary schools. At the very beginning of the sessions, the pro-

environmental focus of the research was not mentioned, as data collection was initiated by 

measuring children’s spontaneous behaviour; the paper-and-pencil questionnaires were 

filled in later. In order to measure spontaneous pro-environmental behaviour, children had 

to choose paper to make origami flowers; the 6 options presented differed in the extent to 

which they are harmful for the environment (3 categories) and in their colour (2 colours). 

Environment-friendly (recycled paper), environmentally harmful (paper covered with plastic) 

and regular options (simple copy paper) were presented; all options were available in both 

red and yellow. Participants had the opportunity to choose 3 of the 6 options; they were 

even allowed to select three identical items. Children registered their decisions 

independently from the choices of other pupils. The index of spontaneous pro-

environmental behaviour is the number of environment-friendly choices which is equivalent 

to the number of non-plastic choices. Besides spontaneous pro-environmental behaviour, 

self-reported pro-environmental behaviour, environmental attitudes and environmental 

knowledge was also measured (CHEAKS measurement; Leeming, Dwyer, & Bracken, 1995). 

 

Results: Environmental attitudes were strongly connected to reported environmental 

behaviour. Training and knowledge resulted in more positive environmental attitudes, but 

proved to have a paradoxical effect on spontaneous green behaviour. Children from the eco-

school and children with better knowledge behaved spontaneously in a less environment-

friendly way, as they choose to work with the plastic material more often. 
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Research goal 2: The aim of Study 2 was to explore whether emotional involvement in 

environmental problems, resulting in anxiety, can divert children from behaving according to 

their knowledge-base. The myth of knowledge and attitudes, as highly influential factors in 

behavioural choices has been strongly criticized since Hungerford and Volk (1990) published 

their influential paper. The relationship between knowledge, attitudes and behaviour can be 

eroded by many factors (Kollmus & Agyeman, 2002). In this study we draw attention to the 

role of negative emotions triggered by knowledge, presenting evidence that these emotions 

can break the relationship between knowledge and behaviour. Strife (2012), relying on the 

notion of “ecophobia” which was raised by Sobel (1996), also wrote about the negative 

emotions, fear and anxiety provoked by an individual’s becoming aware of serious 

environmental problems. Thus we tested whether the counterintuitive effect of knowledge 

in Study 1 is mediated by negative affect. Furthermore, we were curious about how 

awareness of possible protective actions is connected to the behavioural correlates of 

negative affect. We expected children with more knowledge to show more anxiety (H1), and 

we expected anxious children, especially if they are not aware of problem solving methods, 

to diverge from their knowledge-base in their behaviour (H2). 

 

Method: Fifty-seven 5th grade pupils (25 boys, 32 girls) participated in the study from two 

classes of the same elementary school in Debrecen. The study took place in 4 sessions in a 

separate room in the school where children arrived one after the other approximately every 

10 minutes. First, the research assistant offered the children a bouquet of paper-tulips and 

asked them to choose one tulip, as a kind of present for participation. The children then 

replied to the interview questions. The paper tulips offered were made of the same types of 

materials used in Study 1. The choice of the plastic alternative is the non-green choice, and 

the choice of any of the two paper-alternatives is the green one. Then the interviewer asked 

children to name as many environmental problems as they can. The number of problems 

mentioned expresses the extent of awareness of environmental problems. Moreover, 

children were asked to name possible solutions to those problems they had listed. The 

number of solutions mentioned expresses the extent of awareness of problem-solving 

methods. And last, one question was related to the emotions the respondent feels when he 

or she, or somebody else, speaks about environmental problems. The number of emotions 

children mentioned expresses the degree of emotional involvement. The environmental 

awareness of young teenagers appeared to be very similar to what other studies have found 

(e.g. Strife, 2012). The same is true concerning the reported emotions related to 

environmental problems. Regarding our hypotheses, we found supporting results concerning 

H1, as knowledge could not translate into behaviour in the presence of strong negative 

emotions. Furthermore, we have not found any confirmation for the fear-appeal hypothesis 
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of H2, as knowledge about protective alternatives did not support pro-environmental 

behaviour in this case. 

 

Conclusions: The first study portrayed a mixed picture regarding the behavioural correlates 

of environmental education. Observing reported environmental attitudes and reported 

environmental behaviour leads to the impression that the paradigm of conveying 

information has its wisdom (even if we have not found eco-schools especially effective in 

forming environmental attitudes and behaviour). But when we come to actual behaviours, 

the knowledge correlate changed sign, as did the education correlate. Study 2 succeeded in 

harmonizing the contradictory results, showing that even spontaneous behaviour can be 

connected to the level of knowledge, but this happens only when fear is not felt too strongly. 

In the opposite case knowledge does not translate into behaviour. Based on our results we 

argue for the importance of conveying information tailored for the specific age-group, for 

the need to teach emotion-regulation techniques, and for the need to empower children 

with self-control through experiencing feasible pro-environmental action alternatives in 

every-day practice. 
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PRESENT BIAS AND EVERYDAY SELF-CONTROL FAILURES 

 

Lades, Leonhard; Delaney, Liam 

 

Behavioural Science Centre, Stirling University, United Kingdom 

 

This paper examines the extent to which the behavioural economic concept of bounded 

willpower maps to the psychological literature on self-control. We propose a new model 

that integrates the main psychological insights on self-control into an economic inter-

temporal choice model. The model suggests that present biased preferences are positively 
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related to temptations and negatively related to self-control. Using a combination of newest 

economic and psychological measurement tools we examine whether experimentally 

elicited present bias predicts temptations, self-control, and self-control failures in everyday 

life. We use an incentivised procedure to elicit time preferences, measure trait temptation 

and trait self-control using psychological scales, and utilise a modified Day Reconstruction 

Method to examine how participants deal with self-control problems in their everyday lives. 

144 participants took part in the detailed laboratory study between October 2014 and April 

2015. We find no evidence for a significant link between experimentally elicited present bias 

and components of self-control, neither on the trait level nor in everyday life. We discuss the 

potential implications of this for efforts to integrate the economic and psychological 

literatures on self-control. 

 

Keywords: Inter-temporal choice, time preference elicitation, present bias, self-control, day 

reconstruction method 
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CHILDHOOD SELF-CONTROL AND SAVING FOR RETIREMENT 

 

Lades, Leonhard; Egan, Mark 

 

Behavioural Science Centre, Stirling University, United Kingdom 

 

Deciding when to start saving for retirement is one of the most important economic 

decisions people make in life. In the UK, many individuals either do not save for their 

retirement or do not save enough to maintain their standard of living after leaving work. In 

order to encourage greater pension savings the UK government, as well as other 

governments and firms, recently introduced automatic pension enrolment policies. A key 

reason for implementing this policy was to help individuals overcome self-control problems 

that arise due to inertia, procrastination, and the temptation to spend in the present rather 

than to save for the future (Thaler and Benartzi, 2004). 

 

The importance of self-control for the decision to save for the future is backed up by a large 

literature in economics. Research on inter-temporal choice suggests that self-control failures 

occur because individuals are present biased. As a result, individuals make plans for their 

future, but then fail to stick to these plans (Frederick et al., 2002; Laibson, 1997). The lack of 

retirement savings is one of the key examples to highlight the economic relevance of present 

biased preferences and self-control failures. However, there is only little empirical evidence 

based on large sample sizes to support the claim that especially individuals with low levels of 

self-control do not save for their retirement. 

 

In this paper, we examine whether childhood self-control predicts if individuals save for their 

retirement 30 to 40 years later. We use data from over 13,000 individuals gathered in two 

nationally representative British cohort studies; the British Cohort Study (BCS) and the 

National Child Development Study (NCDS). Both studies contain teacher-rated measures of 

childhood self-control (at ages 10 and 11 respectively) and self-reported measures indicating 

whether individuals had a pension in later life (at ages 42 and 50 respectively). 

 

Our main result is that higher childhood self-control predicts a higher probability of saving 

for one’s pension. In both datasets, a one standard deviation increase in childhood self-
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control predicts a more than 4 percentage point higher probability of contributing to a 

pension. This association is robust to controls for intelligence, parental socioeconomic status 

and gender and is similar in magnitude to the effect of a one standard deviation increase in 

childhood intelligence. 

 

In follow up analyses, we examine several pathways through which the self-control pension 

relationship may operate. We show that compared to low self-control individuals, 

individuals with high self-control sort into different occupations, invest more in education, 

and have fewer lifetime unemployment. These pathways predict whether individuals save 

for their pension and reduce the effect of childhood self-control, but childhood self-control 

stays a significantly predictor for the probability of having a pension. 

 

Our results suggests that policies such as automatically enrolling people into pension saving 

accounts are sensible to the extent that they aim to counteract self-control problems that 

are a reason for not saving for the retirement. 
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FINANCIAL LITERACY'S EFFECT ON ELICITED SUBJECTIVE DISCOUNT RATE 

 

Lahav, Eyal (1,2); Rosenboim, Mosi (3); Shavit, Tal (1) 

 

1: The college of Management-Academic Studies, Israel; 2: The open University of Israel; 3: 

Ben Gurion University, Israel 

 

Financial illiteracy is a well-known, international problem. The current study focus on the 

effect that financial education has on time preferences. We investigate if learning basic 

fundamentals of cash flow capitalization contributes to changing the time preference 

elicited by inter-temporal choice questions. Specifically, we ask if learning about the concept 

of time value of money and risk in the capitalization process effects elicited subjective 

discount rates (SDR). SDR is the rate at which individuals trade current and future values. It is 

assumed to be higher for individuals who are more focused on the present, and lower for 

those who are more future oriented. 

 

Two groups of students were asked to complete a short inter-temporal choice questionnaire 

either before or after hearing two lectures, part of an Introduction to Finance course, in 

which they learned basic fundamentals of interest rate, time, risk and capitalization of cash 

flows. The 125 participants in the experiment were undergraduate students in the School of 

Business Administration of the College of Management in Israel (average age 23.21; ages 19-

28; 55 men and 70 women). 

 

The findings indicate that learning basic capitalization concepts dramatically decrease 

subjective discount rates (preference for the present), while elicited risk preference does not 

change. We suggest the familiarity heuristic as one possible explanation for our findings. 

 

Keywords: Time Preferences, Subjective discount rate, Financial literacy 
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DECONSTRUCTING PROSPECT THEORY 
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Prospect theory is one of the cornerstones of modern behavioural economics. It replaces the 

essentially normative subjectively-expected utility theory of decision under risk with a 

positive theory based on surveys and experiments. The key features of that theory are that 

(a) decisions under risk are taken relative to a reference point of current wealth, rather in 

terms of their impacts on total wealth (the Isolation Effect); (b) there is an asymmetry 

between judgements about gains and losses, with people showing an aversion to loss that is 

greater than their attraction to an equal gain (the Mirror Effect); and (c) people’s 

assessments of the relative values of prospects depend on the risks attached to them in 

ways that cannot be captured by simple expected value or utility calculations (the Certainty 

Effect). Although these generalisations have stood the test of time, the psychological 
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constructs that might underlie these tendencies have not been investigated, and the present 

study sought to do that. Our underlying hypothesis was that if there are distinct 

psychological tendencies to use reference points, to avoid losses, and to be sensitive to risk, 

people will almost inevitably vary in the strength of those tendencies, and these individual 

differences should be reflected in the answers that different people give to the questions 

that are posed in the questionnaires from which prospect theory was derived. 

 

We posed the 15 questions on which the original prospect theory was based to a sample of 

388 adults. Kahneman and Tversky subsequently developed a more refined version of 

prospect theory , but the core concepts are the same so we used the simpler original version. 

We modified the questions to allow respondents to indicate a level of preference, and we 

modified the original money amounts to reflect present-day values. We subjected the 

answers to the modified prospect theory questions to the following analyses: (a) we used 

principal factor analysis to investigate whether the responses do, as Kahneman and Tversky 

originally suggested, reflect three distinct psychological constructs which could be expected 

to show independent individual variation; (b) we assessed the reliability (internal 

consistency) of the best scales of those constructs that we could derive from the responses; 

and (c) we compared the measure of risk sensitivity obtained from the prospect theory 

items with two widely used and methodologically well-grounded measures of risk attitude, 

the Holt-Laury measure using real financial payoffs, which is widely used in experimental 

economics and is seen by economists as being inherently valid, and in addition the 

Stimulating-Instrumental Risk Inventory (SIRI) and the Domain Specific Risk Taking Scale (i.e. 

DOSPERT-R), which have both been developed according to the well-established principles 

of psychometrics and is empirically established to be both valid and reliable. Out of risk 

preferences measured across the five DOSPERT-R domains, we chose the financial domain 

and its two subdomains (investing / betting) as those most likely to give meaningful results 

when compared to the three constructs of PT. 

 

Factor analysis of the 14 Prospect Theory items did not identify three constructs 

corresponding to the Isolation, Certainty and Mirror effects. Both the scree test and parallel 

analysis of the principal component eigenvalues support the extraction of three factors, but 

the distribution of the items between factors does not correspond to their origins in the 

three supposed effects. Furthermore, attempting to use the items assigned to each effect to 

constitute a psychometric scale leads to unacceptable levels of reliability. 

 

By standard psychometric item analysis, we found that the least unsatisfactory approach to 

the data from the Prospect Theory items was to discard all the Mirror effect items and one 

of the Isolation Effect items, and treat the remaining items as a scale of a single construct. 
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This then has borderline acceptable reliability. Since most of the items in this scale relate to 

the Certainty Effect, it is appropriate to compare scores on it with those from the economic 

and psychometric scales of risk sensitivity. The mean score on the Prospect Theory items had 

a small and non-significant correlation with the Holt-Laury measure of risk sensitivity, and 

larger (and significant) correlations with the DOSPERT-R and SIRI scales; in multiple 

regression, only the SIRI scale had an independent relationship with the Prospect Theory 

items. It is also worth noting, and of some concern, that the economic and psychometric 

measures of risk attitude had effectively no correlation. 

 

We conclude that although the three concepts of the Isolation, Certainty and Mirror effects 

contributed to the design of the original Prospect Theory investigation, they do not 

correspond to three distinct psychological constructs – or if they do, they are not constructs 

in which individuals vary within our participant population. However the majority of the 

items used to establish Prospect Theory turn out to be related, albeit weakly, to 

psychometric measures of risk sensitivity that are now well established. 
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WHAT GAMBLERS HAVE TO TELL US ABOUT RISK? 

 

Lemoine, Jérémy 

 

University of Rheims Champange-Ardenne, France 

 

Gambling disorder is a major issue in industrialized countries. The use of the social 

representation theory provides clues for a better understanding of gambling disorders and 

elements for action towards gamblers with disorders. The social representation of risk in a 

general context has been identified in a previous study. However, this paper investigates the 

representation of risk in a gambling context among students (Study 1) and among gamblers 

with and without gambling disorder (Study 2). In the first study, 1,106 students answered a 

free association task based on the target expression: risk in a gambling context. Two scales 

measured the characterization and the valence of the terms or expressions produced. A 

prototypical analysis and a tri-componential analysis were performed on the terms produced. 

The representation of risk in a gambling context differs from the one in a general context. 

The central system of the representation is composed of three terms: ‘danger’, ‘to lose’ and 

‘losing money’. The role of emotions associated to risk in gambling is underlined. Part of the 

results is interpreted through the decision-making Dual-Process Model. In the second study, 

a small sample of gamblers, half of them having gambling disorders, participated in semi-

structured interviews about risk in a gambling context. Results indicate that, contrarily to 

those with gambling disorders, controlled gamblers orient their discourse around the notion 

of pleasure and do not perceive gambling as a threat for their ego. Controlled gamblers fear 

to lose money while gamblers with gambling disorders fear to lose the game. 

 

Keywords: social representations, risk, gambling disorders, interviews, dual-process model 
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In this paper, we study games in which individuals choose to contribute voluntarily to a 

mutual aid pool. Mutual-aid groups provide informal mutual insurance to their members 

who remain free to choose their contribution and receive a share of total contributions if 

they suffer a loss. They appear under various guises to offer insurance and assistance to 

members of occupational groups, trade unions, climate clubs, communities of villagers or 

countries, etc. In spite of its importance in social life and in public policies, mutual aid has 

received little attention in the economic theory of insurance. Trade unions and climate clubs 

are perfect illustrations of the problem raised by the group's heterogeneity to voluntary 

mutual aid pools. Workers who didn't unionize and countries who didn't sign the agreement 
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may still benefit from the contributions of unionized workers or cooperative countries. Thus, 

a conflict arises between insurance motives and incentives, which needs to be resolved. We 

derive the Nash equilibria of two mutual-aid games, defined by equal coverage and by 

contribution-based coverage of group members who experience a random loss. The second 

regime introduces an incentive to increase individual contributions. We compare the (ex 

ante) efficiency of these two types of mutual aid in enhancing the sense of responsibility of 

individual contributors to the pool as measured in terms of individual contributions. 

 

Our equilibrium analysis exhibits contrasting predictions under the different conditions 

implemented. Whereas the equal coverage policy leads to a unique no insurance equilibrium, 

the contribution-based policy leads to multiple equilibria under the common assumption of 

risk aversion. In the latter game, the degree of conflict among equilibrium outcomes is huge 

so that both no-insurance and full insurance equilibria coexist. 

 

We run an experiment to test the theory. Twelve participants form a group. At the beginning 

of each period, each participant receives an endowed income of 100 tokens. Everyone can 

contribute to a common pool that serves to compensate the participants who will incur a 

loss of their entire income. The individual contribution is a number of tokens chosen 

between 0 and 100. Four of the 12 group members are then randomly hit by the loss so that 

the total loss is 400 tokens. 

 

In accordance with predictions, our experimental evidence shows that the equal coverage 

policy generates least contributions and greatest transfers from high contributors to low 

contributors. The contribution-based coverage policy enhances the sense of individual 

responsibility through stronger incentives to contribute. It also reduces the amount of 

transfers unrelated with the occurrence of loss from high contributors to low contributors. 

However, under the latter regime, full coverage is only rarely attained, even though this is a 

potential equilibrium. 

 

Looking more closely at individual contribution behavior and group heterogeneity, we find, 

in contrast with the literature on public goods games, that conditional cooperation, captured 

by the influence of others' contributions in the previous period on one's own contribution 

level, does not affect behavior. Thus, in the presence of risk, players' strategies seem to be 

more dictated by Nature than by others' behavior. Risk attitudes have greater influence on 

behavior than reciprocity. We also find that players are heterogeneous and can be 

decomposed in two homogeneous groups: a majority of risk-averse fair contributors 

(cooperators) and a minority of zero contributors (non-cooperators). Abstracting from short 

run deviations that may be caused by the occurrence of loss, cooperators have an incentive 
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to reduce their contribution -particularly so in the equal coverage treatment- and non-

cooperators have an incentive to contribute a little to reap the external benefit of coverage 

thanks to the high contributions of cooperators. This kind of parallel behavior of members of 

the two clusters may remain stable over time if the preoccupation with risk dominates 

reciprocity motives. It generates an asymmetric interior equilibrium with a mixture of high 

and low contributors in which the non-risk-averse players impose a negative externality to 

risk-averse players who are forced to over-contribute for less than full insurance. This 

particular type of asymmetric equilibrium seems inconsistent with inequity aversion among 

players. 

 

Our results may be given two different interpretations. First, if we assume that players are 

essentially risk-averse with homogeneous preferences, we can conclude that contribution-

based coverage takes us only half-way to efficiency since the latter requires full insurance. 

Coordination failures that arise from the existence of multiple equilibria have been only 

partially overcome by the provided incentives. This is the conventional interpretation in 

game theory. It is consistent with a story in which players have homogeneous risk-averse 

preferences but heterogeneous social preferences, some being pro-social and others selfish. 

However, another interpretation was suggested by the observation of norm-induced 

behavior in the first round and emergence of a "dual interior equilibrium" with a majority of 

high contributors and a significant minority of low contributors. Under the latter 

interpretation, players have heterogeneous risk attitudes, with a majority of risk-averse 

subjects and a significant minority of risk lovers. These two groups share very different prior 

norms: fair contribution and full insurance for the risk averse, but zero contribution and no 

insurance for the risk lovers. This type of preference heterogeneity is natural in a risky 

context and it seems to take the precedence over reciprocity and inequity aversion in our 

data. It leads to a dual interior equilibrium in which the two groups interact, with the risk-

averse group less than fully cooperating and the risk-loving group less than fully defecting. 

 

If risk preferences are heterogeneous, we must revise our efficiency judgment, since full 

insurance is then an optimum for risk-averse players and no insurance is an optimum for risk 

lovers. Under the first interpretation, the mean coverage rate equals 47.2% in the 

contribution-based treatment so that coordination failure is responsible for a social loss of 

52.8% of the optimal (full) insurance. The picture is very different under the second 

interpretation. If we assume then that each of the two groups is homogeneous, the mean 

coverage rate equals 62.5% for the (risk averse) cooperators and 21.7% for the (risk-loving) 

non-cooperators in the contribution-based coverage treatment. The presence of risk lovers 

deprives the cooperators of 37.5% of their optimal insurance, 21.7% of which is transferred 

to the former and 15.8% is a social loss. We can also compare across treatments the 

efficiency gains brought by imposing a coverage that is proportional to contributions rather 
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than equal for all. Under the first interpretation, the mean coverage rate would be raised 

from 26.1% to 47.2% for everybody. However, under the second interpretation, the mean 

coverage would be raised from 26.1% to 62.5% for (risk averse) cooperators whereas it 

would be cut down from 26.1% to 21.7% for (risk loving) non-cooperators. 

 

Keywords: Mutual insurance pool, voluntary contribution mechanism, experiment, 

coordination failure, risk attitude heterogeneity. 
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People often miscalibrate their own absolute or relative performance in a task and appear to 

be overconfident for difficult tasks. This cognitive bias may lead to serious inefficiencies in 

educational systems in which students make repeated choices of effort of increasing 

difficulty to reap returns which are mainly dependent on whether they can pass or fail at 

each successive level. We reproduce here this scenario in an experiment with real effort in 
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which we measure the individual's task-specific ability and subjective probability of success 

(confidence) at three levels of increasing difficulty. 

 

Our subjects had to resolve anagrams. In a long training phase of nine rounds, a maximum of 

six anagrams could be solved each round in eight minutes. Subjects earned a sum of money 

if they solved at least two-thirds of the total number of anagrams. The task was relatively 

easy since 84% passed the test. Successful participants were then asked to “double or quits” 

in two successive sessions of increasing difficulty. 20% passed the second level test and less 

than 11% passed the third level test. Those deciding quits left the game with the money 

already earned, while those choosing double could substantially increase their gains if they 

succeeded to solve increasing numbers of anagrams under the same rules in two successive 

levels of three rounds each. However, they would lose part of their earnings and step out of 

the game if they failed to reach any of these levels. The double or quits decision was 

repeated for those who had reached the second level. They could leave the game with their 

gains or engage in three final rounds in the hope of reaching the third and highest level. 

Confidence in one's ability to reach a given level was observed just before start, then again 

before the fifth round and finally before trying to reach level 2. An accurate objective 

measure of task-specific ability is provided here by the average of the number of anagrams 

solved per minute, as computed after the first four rounds. 

 

Five treatments were considered. The required number of anagrams was imposed in the first 

two treatments but differed between the treatments. In the “wall” treatment, subjects who 

chose double after reaching level 1 faced a wall of 10 anagrams during two sessions of three 

rounds each. In the “hill” treatment, they faced a rising slope of 8 anagrams during the first 

session of three rounds (level 2) and 12 anagrams during the second session of three rounds 

(level 3). The total number of anagrams required to reach the highest level (level 3) was 

identical in these two treatments (40 anagrams) but it was attained by two different paths. 

In the third treatment, designated as “Choice” treatment, subjects were offered a choice 

between these two paths to reach levels 2 and 3. Finally, two more treatments (Screening 

and Ranking) were added in which choice of track was reserved to the ‘more able' subjects 

and the “hill” path was assigned to the ‘less able'. 779 participants were recruited at LEEP 

(Paris I University) and CIRANO (Montreal). 

 

In accordance with earlier studies, we observe (ability-adjusted) under-confidence at the 

easy level 1and overconfidence at the more difficult levels 2 and 3. We show that these 

effects may be partly attributed to a limited power of discrimination of subjects who do not 

perceive differences of difficulty between tasks (wall and hill) unless they are extremely 

salient. We also extend this well-documented ‘hard-easy effect' by showing that low-ability 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 218 

subjects are more prone to overconfidence than high-ability subjects for a given level. In the 

next step, we study how this cognitive bias can be eliminated with experience and feedback 

on the task. For this purpose, we develop an ‘intuitive Bayesian' model that predicts 

reported self-confidence as a weighted average of a prior and cues received during the game. 

We find that individuals behave rationally in a local or intuitive sense since this model is not 

rejected by the data. The relative overconfidence of less able subjects is somehow limited by 

the experience of their lower performance. However, it is by far not eliminated, perhaps 

because our subjects (like students) received only partial feedback on their ability to pass. 

 

In a further step, we study the inefficiency caused by the individuals' imperfect knowledge of 

their own ability. We reproduce experimentally the typical structure of schooling systems. 

After a long phase of compulsory schooling (level 1), students may quit for the job market or 

engage in further studies. Those who decide to continue usually have an option between 

two tracks (or more), a general and a vocational track, which differ in the required level of 

cognitive ability. The less able students should opt for vocational studies in level 2 while the 

more able would opt for general studies. If successful, both groups of students would have 

another choice to quit or engage in further studies (level 3). However, students engaged in 

general education would normally find it a lot easier to pass this higher level than students 

engaged in a vocational track. 

 

If students are fully aware of their own cognitive ability by the end of level 1, they will 

optimally self-select themselves between grades based on their cognitive ability. However, 

imperfect knowledge of ability may lead to inefficient sorting of students between tracks 

and grades. This prediction was tested experimentally. We found that subjects who could 

choose their preferred track failed more frequently on average than those who had no 

choice. Overconfidence and failure were increased for subjects who could choose their 

preferred track because, as the latter overestimated their chances of future success, they 

opted more frequently for the more difficult path at the middle level than subjects having no 

choice. 

 

In the last step, we introduce screening and ranking of students. Selection of students at the 

gate based on an index of cognitive ability is commonly considered as an efficient way of 

sorting students who don't perfectly know their ability. Both procedures relegate ‘less able' 

students into vocational studies and let the ‘more able' opt for their preferred track. They 

differ, however, in the criterion they use for selection. Higher ability was defined by the 

achievement of a good level of performance (above the pass level) in the screening 

treatment, and by the attainment of the pass level of performance in the first ranks in the 

ranking treatment. Quite surprisingly, the screening and ranking treatments produced worse 
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outcomes than self-selection, and ranking was the worst treatment. Selection at the gate 

increased inefficiency instead of reducing it! The aggregate performance was maximized, 

and inefficiency minimized, when subjects were randomly allocated to a track. And this was 

true even for the more able subjects who are supposed to benefit from screening and 

ranking. 

 

Keywords: Double or quits, Intuitive Bayesian model, Hard-Easy effect, Imperfect knowledge 

of own ability, Efficiency of education systems, Economic experiment. 
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THE ROLE OF RESOURCE SCARCITY FOR FINANCIAL LITERACY AND PLANNING AT THE POVERTY 

LEVEL 

 

Loibl, Caezilia (1); Snyder, Anastasia (2) 

 

1: Leeds University Business School and Ohio State University, United Kingdom; 2: The Ohio 

State University 

 

Aim: 

 

The literature in financial JDM suggests that financial literacy and propensity to plan for 

money typically improve consumer wellbeing (Lynch et al., 2010; Lusardi). Among low-

income families, however, the concept of scarcity documents how poverty “changes how 

people look at problems and make decisions” (Shah et al., 2012, p. 682). 

 

This study draws on the scarcity literature to contribute to the still limited understanding of 

the causes of food insecurity among children (Gundersen and Ziliak, 2014). The purpose of 

this study is to evaluate the influence of financial literacy training for families at the poverty 

level on their access to food. 

 

Based on literature on financial decision-making, our working hypothesis is that financial 

literacy and propensity to plan will reduce food insecurity, especially among children. Child 

food hardship deserves particular attention because of its detrimental effects on children’s 

growth and mental development. 

 

Method: 

 

Study subjects are current and former participants in a government-funded savings program 

for low-income families in the United States. This rigorous, well-researched “Assets for 

Independence” program places particular emphasis on financial literacy training, in addition 

to requiring regular savings deposits. Credit repair and hands-on help to improve families’ 

living environment are other focus areas of this multi-year asset-building program, which is 

offered at social-sector agencies. 
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Data were collected in a phone survey of 645 current and former participants in the savings 

program at eight large social-sector agencies across the U.S., with program cohorts starting 

in 2007. Our sampling frame was 3,595 program participants; we obtained a response rate 

of 17.9 percent. 

 

We used established scales to control for subjective wellbeing and use of alternative 

financial services. Partner agencies provided us with program administrative data and we 

used the U.S. Current Population Survey’s standard questions to measure food insecurity 

and demographic characteristics. 

 

Results and Discussion: 

 

Binary logistic regression was used, with the dependent variable being a binary measure of 

low and very low food security (combined, coded 1; moderate, high food security coded 0). 

Control variables include measures of subjective wellbeing, use of alternative financial 

services, program administrative data, and demographic characteristics. We find that 

respondents with higher propensity to plan for money (Lynch et al., 2010) and higher 

financial literacy (Lusardi and Mitchell, 2014) have significantly higher odds of low and very 

low food insecurity among their children. The unexpected direction of this association is 

statistically robust when comparing respondents across a number of demographic groups. 

 

For instance, among respondents who enrolled in the savings program more than two years 

ago, higher financial literacy increases the odds of child food hardship by 28% (p<0.05) and 

propensity to plan by 87% (p<0.10). Similarly among higher educated respondents with at 

least a two-year college degree, higher financial literacy increases the odds of child food 

hardship by 48% (p<0.05) and a higher propensity to plan increases the odds by 3.5 times 

(p<0.05). 

 

Among highly vulnerable respondents, such as those with lower income (up to $35,000/yr.) 

and with minority background, higher propensity to plan for money is significantly 

associated with child food hardship (odds ratio: 2.593, p<0.05; 2.768, p<0.05). By contrast, 

among those with three or more children, financial literacy is the stronger predictor of child 

food hardship (odds ratio 1.539, p<0.05). 

 

How can we explain this effect? The discussion highlights potential moderators and process 
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explanations underlying this effect, such as resource scarcity, financial goal setting, 

knowledge about malnutrition, and the persistence and socialization effect of poverty. 

 

Conclusions: 

 

This research examines the effect of financial literacy and planning on food access of 

children among families at the poverty level. We showed that both variables are positively 

associated with child food hardship. While size and significance of the effect differ for 

demographic groups (but not the direction of the sign), the odds of children’s food insecurity 

are particularly high for respondents with a stronger tendency to plan finances. 

 

Keywords: Propensity to plan, financial literacy, food hardship 
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SURPLUS SPLITTING AS AN EXPLANATION FOR THE WTA-WTP DISPARITY: EXPERIMENTAL 

EVIDENCE 

 

Lunn, Pete (1); Somerville, Jason (2); Lunn, Mary (3) 

 

1: ESRI, Trinity College Dublin, Ireland; 2: Cornell University, USA; 3: University of Oxford, UK 

 

We report a novel experimental manipulation of the classic laboratory demonstration of the 

WTA-WTP disparity for ordinary consumer goods. The experiment tests contrasting 

predictions from a broad range of models and provides a clear result in support of a specific 

explanation. Our results suggest that the WTA-WTP disparity results from a desire to avoid 

trades that entail uneven splits of the resulting transaction surplus. 

 

The classic experimental design of Kahneman, Knetsch and Thaler (1990, hereafter KKT) 

shows that in an incentive compatible experiment, individuals set their minimum price to 

sell a good approximately 2-3 times higher than the maximum price they will pay for the 

same good. There has been a proliferation of models designed to explain this effect, yet its 

cause and potential relevance for economic exchange outside the laboratory remain 

controversial. 

 

Arguably the most widely accepted explanation for the WTA-WTP disparity is loss aversion. 

This theory has some difficulty, however, in dealing with numerous experimental 

manipulations that affect the size and/or existence of the WTA-WTP disparity. More recent 

accounts based on loss aversion rely on the reference point being determined by 

expectations (Köszegi and Rabin, 2006) or on uncertainty regarding future taste states 

(Loomes, Orr and Sugden, 2009). Alternative accounts that do not assume loss aversion have 

also been proposed. Kling, List and Zhao (2013) propose that subjects take into account the 

option values of buying or selling at a later stage, and that cognitive dissonance results in 

sellers placing a greater value on the option value of selling later, raising WTA. Isoni (2011) 

and Weaver and Frederick, (2012) instead introduce the idea that agents get utility both 

from consuming the item and from the transaction itself, such that good deals result in 

higher overall utility. Lunn and Lunn (2014) propose that the disparity results from an 

instinctive search and bargaining process intended to maximise transaction surplus over a 

series of encounters. 
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We also conjecture that an additional possibility is that agents avoid exchanges likely to 

result in uneven or unfair splits of the transaction surplus, analogous to bargaining in the 

Ultimatum Game. That is, agents consider what an item is worth to them and what it is 

worth to others, then set a minimum selling price or maximum buying price that splits the 

resulting surplus evenly. 

 

We designed an experiment to test contrasting predictions from the above theories. 

Participants first faced an incentive compatible choice task in which they had to decide 

between a consumer item (a college mug worth c.€7) and a list of monetary amounts, 

allowing us to determine their “choice equivalent” (CE) for the item. They knew that this 

choice would be executed for real with a probability of one-third and that their stated 

preference would determine the outcome at a randomly selected price. Participants were 

then randomly assigned into one of three groups. One group received their choice at a 

random price. The remaining two group were assigned to be buyers or sellers in the classic 

paradigm of KKT, i.e., we proceeded to perform a replication of the original KKT experiment 

with these two groups. After completion of this experiment, participants were given a sheet 

of questions on which they had to guess the average buying and selling prices of the other 

people in the experiment, as well as the shop price. This process was also incentivised: the 

participant whose guesses were most accurate stood to win €20. 

 

Our design, which involves within-subject elicitations of CE, WTA or WTP, and perceptions of 

how others value the item, enables us to test contrasting predictions. Models based on loss 

aversion predict that WTA and WTP will be positively associated with CE but that, controlling 

for CE, WTA and WTP will be independent of perceptions of the valuations of other 

participants. Models based on transaction utilities predict that WTA and WTP will be 

associated with both CE and the perceived market price, since whether a deal is good or bad 

depends on its relationship to the price in the shops. Search and bargaining models predict 

that WTA and WTP will be associated with perceptions of what others will pay or demand 

for it, but independent of CE. The surplus splitting account predicts that WTA and WTP will 

be positively related to CE and to perceptions of what others will pay or demand 

respectively. Moreover, it predicts that each of these estimates will be equally influential, 

since the difference between them determines the surplus split. 

 

Our results produce support for the surplus splitting account. We record a WTA/WTP 

disparity of 1.8. Regressions of WTA (or WTP) on CE, the perceived market price and the 

perceived mean buying price of other participants (or selling price in the case of WTP), 

reveal significant effects of CE and of perceptions of how other participants value the item, 
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but no significant effect of perceived market price. Furthermore, the coefficients on these 

two variables are almost equal and lie in the range 0.3-0.5, suggesting that for each 

additional euro of difference between a participant’s valuation of the item and their 

perception of how others value the item, the participant demands a share of 0.3-0.5. 

 

We discuss and eliminate some possible alternative interpretations of our result and 

consider the potential implications of the surplus splitting theory of the WTA-WTP disparity. 
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CONSUMER CHOICE 
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1: Economic and Social Research Institute, Ireland; 2: Trinity College Dublin 

 

We report two experiments that test for cognitive capacity constraints in consumers’ 

abilities to integrate attribute information in consumer choice. The work is part of PRICE Lab 

(Programme of Research Investigating Consumer Evaluations), which is a programme of 

behavioural research designed to provide evidence for policy funded directly by Ireland’s 

main economic regulators: the Central Bank of Ireland (including Ireland’s Financial 

Regulator), the Competition and Consumer Protection Commission, the Commission for 

Energy Regulation and the ComReg (Ireland’s communications regulator). 

 

Much empirical research supports the view that consumers find it difficult to identify 

surpluses reliably in certain markets, especially those in which products are regarded as 

“complex”, such as financial products and contracts for services. Apparent mistakes are 

often put down to biases that relate to the weight consumers place on different attributes, 

such as “inattention” or the “focussing illusion”. More contentious is whether consumers 

learn to overcome such biases through experience. We conjecture that a substantial 
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proportion of observed errors reflect the inherent difficulty of integrating information across 

multiple non-commensurate attributes, given that individuals have limited cognitive capacity. 

 

We tested our conjecture through two laboratory experiments that involved what we call 

the “Surplus Identification Task” (SIT). The SIT task adapts standard 2AFC forced-choice 

methods from psychophysics to study how accurately consumers can spot an objectively 

defined surplus. A multi-attribute product, together with a price, was presented to the 

participant, who had to decide whether the product conferred a surplus at the price given. 

Following a learning phase, performance was recorded across multiple 2AFC trials. 

 

Experiment 1 

 

In Experiment 1, houses and broadband packages were employed, because the large 

majority of the variance in asking prices and monthly fees respectively can be explained by 

simple regression models employing just 2-4 product attributes. These models determined 

the objective value against which performance was assessed. Over multiple trials we 

presented products with large and small surpluses relative to the real average price for the 

displayed attribute bundle in the market. We recorded the probability that participants 

integrated the attribute information to identify whether the surplus was present. We 

compared within-subject performance using two these familiar products against 

performance with two hypothetical products that the participants had never seen before, 

but which had exactly the same mathematical relationship between attributes and prices. 

For instance, in one condition participants tried to identify surpluses on Dublin houses with 

different asking prices, while in the parallel condition they had to identify surpluses for the 

purchase of Mayan pyramids that, unbeknownst to them, had the mathematics of the 

Dublin housing market embedded in their attribute-price relationship. Similarly, 

performance in identifying good broadband packages was compared with that for Victorian 

lanterns with the same attribute-price function. 

 

In theory, familiarity with the product might confer a benefit because: (1) Participants 

already have some familiarity with the price range; (2) Participants already have some 

familiarity with how much each attribute contributes to the price; (3) Participants already 

have some familiarity with the relative weighting of the attributes. 

 

Results from a broadly representative sample of 48 Dublin consumers revealed that in order 

to identify the surplus reliably most consumers required surpluses of 25-40% (the “just 

noticeable difference” corresponding to 86% reliability), depending on the number of 
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attributes they had to integrate. Familiarity with the product had no bearing on the ability to 

identify surpluses. Rather, performance was determined by the mathematical relationship 

between the attributes and the price. Participants also displayed systematic biases across 

the price range: they undervalued low-priced products and over-valued high-priced ones, 

similarly for both the familiar and unfamiliar products. 

 

Experiment 2 

 

The results of Experiment 1 imply that, when trying to integrate information from multiple 

attributes, consumers face cognitive capacity limits that are determined by the shape of the 

value function linking attributes to price. Experiment 1 imposed an objective value function 

on participants, however. Experiment 2 was designed to test whether subjective choices 

between products and forced choices in the SIT task share common cognitive mechanisms. 

 

The experiment involved choice between broadband packages. Participants were presented 

with pairs of packages described by download speed, platform and price, and had to decide 

which they preferred. The experiment proceeded in four phases. First, an initial titration of 

preferences was undertaken to ascertain a linear approximation of the participant’s 

preferences over speed, price and platform. Second, all possible pair-wise combinations of 

15 packages were presented sequentially and the participant indicated which they preferred. 

Third, the participant undertook the SIT task, as in Experiment 1, where they had to decide 

whether the price was better or worse than average for the associated attributes. Finally, 

the participant undertook a modified SIT task where two products were presented, one of 

which had the average price for the attributes, the other of which conferred a surplus. The 

task was to indicate which product carried the surplus. 

 

The aim of the statistical analysis is to draw the link between the objective SIT and the 

subjective binary choice task. Specifically, (1) do participants who are more accurate in the 

SIT task produce more consistent choices in the subjective task?; (2) are stimuli that are 

harder to value in the SIT task (e.g., those with large trade-offs between attributes) also 

ranked less consistently in the subjective task; and (3) are pairings in which it is harder to 

identify the surplus more likely to produce inconsistent ranking in the subjective task? 

 

NB. The data-collection for Experiment 2 is presently underway and due to be completed by 

mid-May. We plan to present a full set of initial results at IAREP. 

 

To the extent that our findings show common cognitive mechanisms between objective and 
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subjective choice tasks, the implication is that consumers struggle to make accurate choices 

when they must integrate product information across multiple attributes. There may be 

limited scope for consumer learning, because the ability to spot surpluses is determined by 

constrained cognitive capacity rather than familiarity with the product, price range or 

attributes. Thus, even where consumers are dealing with familiar products, paying attention 

to the right attributes and not systematically overweighting or underweighting particular 

attributes, their ability to spot a product that confers a surplus may be limited. Our findings 

may hence have implications for policymakers seeking to find ways to counter behavioural 

biases in markets with complex products. 

 

Keywords: Consumer choice, Decision making 

 

Bibliography: 

Lunn, P.D. (2015). Are Consumer Decision-Making Phenomena and Fourth Market Failure? 

Journal of Consumer Policy. (Forthcoming). 

 

Lunn, P.D. and Kelly, E. (2015). Participation in School Sport and Post-School Pathways: 

Evidence from Ireland. National Institute Economic Review. (Forthcoming). 

 

Lunn, P.D. (2014). Researchers imply, Policymakers Infer: the Relationship between Evidence 

and Policy. Journal of the Statistical and Social Inquiry Society of Ireland, XLII, 96-106. 

 

Lunn, P.D. (2013). Telecommunications Consumers: A Behavioral Economic Analysis. Journal 

of Consumer Affairs, 47, 167-189. 

 

Lunn, P.D. (2013). The Role of Decision-making Biases in Ireland’s Banking Crisis. Irish 

Political Studies, 28, 563-590. 

 

Lunn, P. and Ruane, F.P. (2013). How and When Can Evidence Inform Policy? In Using 

Evidence to Inform Policy (Lunn, P. and Ruane, F.P., eds.). Dublin: Gill & Macmillan. 

 

Lunn, P.D. (2013). Protecting Consumers of Financial Services. In Using Evidence to Inform 

Policy (Lunn, P. and Ruane, F.P., eds.). Dublin: Gill & Macmillan. 

 

Lunn, P.D. (2012). Behavioural Economics and Policymaking: Learning from the Early 

Adopters. Economic and Social Review, 43, 423-449. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 230 

 

Lunn, P. (2012). Can Policy Improve Our Financial Decision-Making? ESRI Economic Renewal 

Series, 8. 

 

McGinnity, F. and Lunn, P.D. (2011). Measuring discrimination facing ethnic minority job 

applicants: an Irish experiment. Work, Employment and Society, 25, 693-708. 

 

Lunn, P.D. (2010). The Sports and Exercise Life-course: A Survival Analysis of Recall Data from 

Ireland, Social Science and Medicine, 70, 711-719. 

 

Duffy, D. and Lunn, P.D. (2009). The Misperception of Inflation by Irish Consumers, Economic 

and Social Review, 40, 139-163. 

 

 

CAN NONBINDING AGREEMENTS IMPROVE COOPERATION? EXPERIMENTAL EVIDENCE FROM 

THE FIELD 
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This paper presents results from a public goods experiment that investigates the effect of 

nonbinding agreements on cooperation. Unlike previous studies, we conduct the 

experimental study among members of forest user groups in Ethiopia and Nepal with long 

histories of social connection and interdependence. We find that the willingness to enter a 

cooperative agreement varies between participants and correlates with their 

cooperativeness. However, the possibility to form an agreement on average does not 

improve cooperation beyond the contribution level when agreements are not possible. 

Overall, our results show a weak effect of nonbinding agreements on increasing cooperation 

across our two locations and this confirms previous results from comparable lab 

experiments with university students. 

 

Keywords: Cooperation; Public goods experiment; Nonbinding agreements. 
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COOPERATION IN DIVIDED SOCIETIES 

 

Martinsson, Peter; Martinangeli, Andrea 
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People typically belong to many different groups - from colleagues at work to neighbors. 

Field evidence suggests that the same individual might behave differently in different 

groups; for example she can be cooperative in one group but free-rider in another. Among 

the many dimensions dividing societies, that of differences in economic status (income or 

wealth) has been the focus of intense research. Objective of this paper is therefore to 

investigate how cooperation is affected by income inequality and membership in two 

independent and differently unequal groups. 

 

We explore this via a linear public goods laboratory experiment, which avoids us the 

identification problems ubiquitous in naturally occurring data. Subjects are randomly 

allocated to societies of 9 people, where each subject is randomly located in one of the nine 

cells in a matrix (our society) with three rows and three columns. Each subject is then a 

member of two groups, each consisting of 3 members including themselves. One group 

consists of all subjects located on the same row while the other of all people located on the 

same column. 

 

To run our tests we used two different treatments. In the first, all nine subjects in a society 

received the same endowment. In the second, 3 subjects received a higher endowment than 

the other 6. For comparability, we kept the total endowment equal in both societies. In the 

unequal society, the three rich individuals were spatially located in a column so they had 2 

rich subjects in one (homogeneous-high) group, while they had two poor subjects in the 

other (mixed) group. Similarly, the poor subjects were matched with 2 poor subjects in one 

(homogeneous-low) group, and with one rich and one poor in one (mixed) group. In the 20 

period public goods experiment, we had 12 unequal and 9 equal societies. 
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Preliminary results show greater cooperation in equal than in unequal societies. In the 

unequal society, richer subjects tend to contribute smaller proportions of their endowment 

to the mixed group public good, consistently with previous literature. Conversely, we 

observe rich subjects contributing greater proportions of their endowment to their 

homogeneous-high group than the poor are contributing to their homogeneous-low group. 

Therefore, rich subjects are observed behaving more pro-socially towards their ingroup than 

the poor to theirs. A closer look reveals a fundamental difference between how each type 

contributes to the two groups: while the rich contribute more to the homogeneous-high 

group than to the mixed, the poor display no difference in their contribution to the mixed 

and homogeneous-low groups. Noticeably, while we observe the standard decreasing 

cooperation in the mixed and in the homogeneous-low groups, cooperation increases over 

time in the high-endowment groups. In the paper we discuss policy and public good 

provision efficiency implications of our findings. 
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A CONCEPTUAL FRAMEWORK FOR DECISION-MAKING IN A CROWDFUNDING CONTEXT 
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University of Cologne, Germany 

 

A conceptual framework for decision-making in a crowdfunding context 

 

Jenny Maurer and Erik Hoelzl (University of Cologne) 

 

Crowdfunding, i.e., raising money for projects from a large number of supporters, has gained 

considerable relevance during the last 10 years. For example, while German crowdfunding 

platforms accumulated only 0.45 Mio Euro in the year 2011, this number rose 8.76 Mio Euro 

in 2014. The main feature of crowdfunding is that a huge number of potential investors are 

asked for relatively small monetary amounts to support an idea or project, usually via 

internet. Initiators of projects will receive the money only under the condition that a funding 

threshold will be met within a set funding period. Crowdfunding is a relatively new 

phenomenon, and so far only a limited amount of research exists. 

 

We propose a conceptual framework for individual decisions in crowdfunding. An individual, 

as a single part of a huge crowd of other potential supporters, has to make different 

decisions on the way to finally support a crowdfunding project. Our framework takes a 
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chronological perspective and assumes three major decisions. A first decision for the 

individual is to select a specific crowdfunding platform. The second decision is to select a 

specific project to finance. The third decision is to follow up on the success of the project. 

We differentiate between four elements whose characteristics are influential for the 

decision process: 1) crowdfunding platform, 2) project, 3) crowd, and 4) individual. 

 

1) Crowdfunding platform characteristics: Crowdfunding is used for a wide variety of 

contents, covering new products and company start-ups, cultural projects (e.g., movies), 

science projects, developmental projects etc. Currently, four major forms are distinguished 

(e.g., Silver et al.,2013): a) donation-based, b) reward-based (which can be subdivided into 

“crowd sponsoring” and “pre-selling”), c) lending-based, and d) equity-based crowdfunding. 

Crowdfunding is used to a) collect donations (without any obvious, physical considerations 

or rewards, e.g. betterplace.org), b) collect money in order to develop new products or 

inventions of any conceivable kind and, in case of successful funding, reward supporters by 

giving them gifts according to the monetary amount they provided (e.g., kickstarter.com) , c) 

borrow money for a restricted time (with or without paying interest to supporters, e.g., 

kiva.org, prosper.com), or d) sell stocks to supporters of start-ups or already well-established 

companies which wish to expand (e.g., seedrs.com). 

 

In our framework, characteristics of the crowdfunding platform will be particularly relevant 

in the first step of the crowdfunding decision process. Given that the individual has a certain 

amount of money available and considers supporting a crowdfunding project, he or she will 

first have to decide which crowdfunding platform to use. Platforms offer different forms of 

rewards for supporting projects. Donation-based platform offer immediate, but non-

material rewards like a “warm glow” as a result of supporting a single person in need or a 

non-profit organization. All other forms of crowdfunding offer delayed material or monetary 

rewards (like gifts for reward-based projects, interest rates for lending-based projects or 

stocks for equity-based projects). It is plausible that these characteristics appeal to some 

individuals more than to others. In our framework, we assume that the first step of choosing 

a specific crowdfunding platform is based on the fit between platform characteristics and 

individual preferences for a certain form of reward, namely “warm glow”, monetary rewards 

or material rewards. 

 

2) Project characteristics: Projects initially differ in static characteristics such as topic area, 

funding amount goal, project initiator and presentation. During the funding period, 

additional dynamic characteristics occur such as the current funding status, the number of 

supporters, current status updates by the initiator and the degree of project completion. 

Some existing research has examined the static aspects. Regarding the project initiator, 
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Galak et al. (2011) have found that, in line with the identifiable victim effect, projects from 

individuals were more successful than group projects on a developmental lending platform 

(kiva.org). Regarding the presentation, Duarte et al. (2012) found that borrowers’ 

trustworthy appearances leads a higher probability to get their loans funded in peer-to-peer 

lending. Herzenstein et al. (2011) found on a lending-based platform (prosper.com) that 

initiators who share a higher number of their own personality traits in their narratives (even 

if information on those is not verifiable and sometimes even misleading) gain more support 

by the crowd compared to initiators who describe themselves less extensively. Other 

research has examined dynamic aspects. Wash (2011) found a completion bias, i.e., 

donations that complete projects were over twice as high as normal donations. 

 

In our framework, we propose that both the static and the dynamic characteristics of the 

project need to be considered in understanding funding decisions. For example, the 

possibility to reach the funding threshold for a specific project with the available budget is 

likely to increase the willingness to support this project. In a different context, Amar et al 

found that individuals, when managing several debts, try to reduce the number of open 

accounts. Accordingly, projects that can be brought to a state of successful funding through 

one’s own action are more likely to be supported. An additional consideration is that on 

crowdfunding platforms, projects are in competition with other projects. Since each Euro 

can only be invested once, will individuals with a limited amount of monetary resources 

prefer supporting a number of projects with small monetary amounts or supporting a single 

project (with the amount of money they’re willing to invest) which they like most? This 

competition can be more or less obvious, and in our framework we propose that the degree 

of perceived competition between projects influences decisions. 

 

3) Crowd characteristics: A specific aspect of crowdfunding is that the individual decision is 

strongly embedded in the activities of other people. The individual sees the number of other 

supporters, the amount already invested, but also partly gets information about who the 

other supporters are. Some crowdfunding websites (e.g., kiva.org) offer the possibility to 

become a member of a “team”. The member gets information about the projects which 

other group members also support. In this context, Gerber and Hui (2013) state that “[…] 

crowdfunding also provides a way to feel part of a community of like-minded people”(p.15). 

 

In our framework, we incorporate the idea that knowledge about others’ decisions (who 

have certain characteristics in common with the individual, e.g. sharing same religious 

beliefs or certain interests) is likely to influence an individual’s decision on which projects to 

support, in line with the concept of social proof (Cialdini). 
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4) Individual characteristics: Gerber and Hui (2013) found 4 main motivations driving 

individuals to support crowdfunding projects in general: 1.) Collecting rewards, 2.) Helping 

others, 3.) Being part of a community and 4.) Support a cause. The main deterrent 

preventing the support of crowdfunding projects can be seen in distrust of the creators’ use 

of the funds. Clearly, involvement with the specific project category is important (e.g., 

developmental issues, movies, etc.). It is also plausible that preferences for specific rewards 

or general values will guide selection of platform and of the specific project supported. 

(Gerber& Hui, 2013) 

 

In our framework, we include these factors and propose the idea that novelty-seeking is a 

crucial aspect. Some crowdfunding projects prominently feature the idea of creating 

something new or making something possible, other projects take a more traditional 

approach. It is plausible that individual characteristics such as captured in the concept of 

“early adopter” influence which projects are seen as particularly attractive. In our 

framework we also incorporate the idea that individuals, as a third step, may follow up with 

projects they supported. Since crowdfunding projects always have a chance to fail, success 

and failure of supported projects is likely to influence individual affective states (e.g., pride, 

disappointment) and future support decisions for other projects. 

 

To summarize, we propose a conceptual framework that illustrates the relevance of the 

different elements in the different stages of the supporting process (from the decision of 

which platform to use to the success or failure of the supported project). The framework 

contributes to integrating the existing research on the recent phenomenon of crowdfunding. 
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Objectives of research and Background 

 

What does happiness mean for you and yours? First asked in Bolton in 1938 and repeated in 

February 2014. Was the concept of happiness different seventy six years later with 

considerable changes in the economic and social environment? 
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In 1938 Bolton was emerging from the Great Depression and had over 200 textile mills, with 

engineering, and mining industries still active. In 21st century Bolton heavy industry has 

been replaced by services, data processing, call centres, electronics and Information 

Technology. Textiles and engineering remain on a very small scale, with the factory 

production of bread (Warburton’s founded in 1876) continuing. 

 

In 2014 Bolton residents enjoy a welfare state set up in 1948 to provide “from cradle to 

grave”. Health care is free on the National Health Service, and an array of Universal social 

security cash benefits is available. Seven public leisure centres for swimming, sport and 

relaxation, eleven libraries, a museum, art gallery and theatre are supported by Bolton 

council. State education without payment is provided from nursery (age 3) to 18. Access to 

higher education is open to all in a system of bursaries and loans. In contrast, in 1938 state 

elementary education was to age 14, university education generally the preserve of the rich. 

Insurance schemes for workers who became ill or unemployed were based on previous 

monetary contributions. Charity, and small means tested payments from National Assistance 

Boards assisted those in dire poverty. Hospital care in Bolton was a limited service provided 

by a Voluntary Institution. For recreation there were 300 pubs, 6 dance halls, 47 cinemas 

and social activities provided by 200 churches. 

 

Mass Observation was founded in 1937 from the anthropology movement. Observers and 

volunteer diarists collected information on the everyday lives of ordinary British people. 

Bolton became “Worktown” representing all northern industrial towns as a team of paid 

investigators attended public meetings, religious events, sport, leisure activities, and visited 

workplaces to record human behaviour and conversation in as much detail as possible. 

 

A series of competitions was part of the Bolton Mass Observation data collection. In 

February 1938 advertisements in local newspapers asked residents to write down their 

opinions on “What does Happiness mean for you and yours?” Two hundred and twenty six 

letters were received and these respondents were sent a questionnaire requesting them to 

rank in order of importance 10 aspects of happiness. In 2014 The Centre for Worktown 

Studies at University of Bolton decided to repeat the Happiness Questionnaire. In 

collaboration with local newspaper The Bolton News, data was collected from 489 

respondents. 
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Design and Method 

 

The 226 letter writers in 1938 were sent a postal questionnaire for completion. They were 

requested to rank in importance (1-10) 10 aspects of happiness for true happiness. These 

were more of: equality; beauty; leadership and authority; pleasure; security; politics; 

religion; humour; knowledge and more action. They were also asked whether it was easier 

to be happy in Bolton or Blackpool (a popular northern seaside resort): Was it easier to be 

happier at weekends, mid-week or was it the same; how often were they really happy and 

whether luck had anything to do with happiness, and if so to comment on what it was. 

Demographic data on job, and age were collected. 

 

The 2014 questionnaire retained the 1938 content only with changes where necessary for 

modern discourse. Contemporary letters and literature from 1938 indicated that “security” 

alluded to economic security and not to safety, that pleasure referred to free time and 

leisure, and humour had the positive connotations of smiling and laughter. Questions on the 

frequency of happiness, time of week and luck replicated those of 1938. Modification to the 

place Bolton or Blackpool was necessary as Bolton residents holiday in many destinations 

not the local seaside resort as in the 1930’s. The place question was rephrased for at home 

in Bolton or on holiday or staying away. To gather information on the role of materialism 

and wealth in generating individual happiness, a new question was added in 2014 on 

whether there was a link between material possessions and happiness. To obtain personal 

definitions and comments on happiness as the 1938 residents of Bolton had written letters, 

the 2014 questionnaire contained an open question “What are the things in your life that 

make you the happiest”. A standard UK Office of National Statistics (ONS) question with a 

Likert scale 1-10 on enjoyment was also included enabling comparisons with other well-

being data bases. As in 1938 information was requested on approximate age. A gender 

question was provided as the 1930’s formality of address (Mr. Mrs, Miss) is no longer 

generally used. Instead of the 1938 question “The sort of job you have” a range of options; 

full time employment, part time employment, seeking employment, homemaker, student, 

retired, full time carer and volunteer worker were provided to encompass 21st century 

occupations and activities. 

 

2014 data collection (N=489) was via a web link set up as part of Happiness Week by The 

Bolton News. This newspaper had a series of articles on happiness for one week in February 

2014. Residents were invited to complete the happiness questionnaire on line. Paper 

questionnaire were also available in libraries and in Bolton town centre. 
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Results 

 

The 1938 mass observation data on happiness was analysed by the historians Ian Gazeley 

and Claire Langhamer in 2012. Quantitative analysis and qualitative coding of the 2014 data 

is ongoing. For the 10 Aspects of Happiness, the 2014 mean rank order from highest to 

lowest are:- Good Humour, (7.85); Economic Security; Leisure; Knowledge; Equality; Beauty; 

Action; Leadership; Politics; and Religion (2.39). In 1938 the top three were Economic 

security, knowledge and religion. Religion moved from being in the top three in 1938 to 

bottom, whereas Leisure (pleasure) had moved up from 8th place in 1938 to 3rd place (7.14) 

in 2014. Good humour claimed the top ranking in the 21st century had been 4th in the 20th. 

Knowledge moved from 2nd to 4th whereas economic security moved from first to second 

place remained pertinent as an aspect of happiness for Bolton residents in both centuries. 

The role of luck remained unchanged with around 40% of respondents in both 1938 and 

2014 connecting it with happiness. Whereas 75% 1938 Bolton residents were happier in 

Bolton, this had declined to 39% in 2014. The changed mean ranking of leisure from 8th to 

3rd place is also illustrated in the higher percentage of respondents, 39% in 2014 compared 

to 26% in 1938 reporting it was easier to be happiest at weekends. Enjoyment of everyday 

life (the national ONS question) at 67% high enjoyment (8-10 on the Likert scale) was lower 

in Bolton than the UK average of 70%. 

 

Although economic security ranked high in both periods, comments from the two datasets 

indicate that happiness is not all materialism; in 2014 the majority (77%) said “no” to the 

question was their happiness linked to the amount of wealth they had. Gazeley and 

Langhamer used a modified Cantril scale to score the Worktown letters, showing that just 

under half referred to family and friends, with three quarters relating to personal values, 

development and character concerning the self. Preliminary coding of the 2014 data with a 

wider range of categories shows that personal relationship (family, friends and pets) is 

second in frequency to comments on leisure. 

 

Further quantitative analysis of the results and complete qualitative investigation of 

participants’ comments will provide more insight into present day perceptions. Examination 

in conjunction with the information from the 1938 data and the application of comparative 

coding will give an indication of cultural changes in Bolton in seventy six years, and the effect 

on happiness and well-being of an improved standard of living, and different nature of 

economic and social environment. 
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Application and Contribution 

 

How does economic development and technological advances with their consequential 

social change influence people’s experience of well-being and happiness? Is there no escape 

from the Easterlin paradox, or does increasing wealth bring new experiences and 

opportunities that enhance perceptions of happiness? Has a mass consumer society 

weakened neighbourhood cohesiveness and personal relations that was previously part of 

well-being or has global travel, the internet and social media brought a more connected 

community? 

 

The findings of the studies will inform current research into perceptions of happiness/well-

being and provide material for an educational psychology package. It will also contribute to 

the debate on the role of economic development, consumerism, culture and identity 

providing the domain of well-being studies with a unique approach based on data from 1938 

and 2014. 
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DISTINGUISHING THE INDIVIDUATING FACTORS INFLUENCING FINANCIAL BEHAVIOURS AT TIMES 

OF HIGH PRESSURE 

 

McNair, Simon John; Summers, Barbara; Bruine de Bruin, Wandi; Ranyard, Rob 

 

University of Leeds, United Kingdom 

 

People’s financial behaviours are subject to a confluence of different individuating factors 

that may constrain or facilitate particular actions. How people differ in their responses to 

periods of particular financial pressure, typically associated also with psychological strain, 

likely has implications for financial behaviours during such periods. Understanding the kinds 

of factors that may differentiate people’s responses under such pressures has implications 

for how to support people during such times. Extending previous research that has 

investigated how different classes of individuating factor can predict debt status, the current 

study examined people’s financial behaviours during a period of high psychological and 

financial pressure - Christmas. Using data collected via a survey (N= 294) conducted in the 

post-Christmas 2013 period, we investigated the extent to which levels of reported spending 

and borrowing towards Christmas could be predicted by three distinct classes of factor: 

sociodemographics, money management skills, and psychological factors such as coping 

style, locus of control, materialism, and spendthrift tendencies. We also examined whether 

variations in money management skills could be predicted by differences at the 

sociodemographic, and psychological levels. Results indicated that higher levels of 

proportional spending, and borrowing were overall best predicted by psychological factors 

relating to coping and control. Psychological factors also predominantly predicted levels of 

money management skills. Results are discussed in terms of their direct implications for 

recent and ongoing developments concerning the kinds of skills that are thought to be 

critical for improving people’s financial outcomes, and supporting more adaptive financial 

decision making. 

Keywords: Coping, Stress, financial strain, money management, financial capability 
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TAKING THE INITIATIVE OR MEETING THE REQUIREMENTS? DIFFERENTIATING PROACTIVE AND 

REACTIVE FORMS OF PRO-ENVIRONMENTAL BEHAVIOR AND THEIR CONNECTION WITH EXPLICIT 

AND IMPLICIT ATTITUDES 

 

Medvés, Dóra; Balázs, Katalin; Kondé, Zoltán; Kovács, Judit 

 

University of Debrecen, Hungary 

 

The presentation suggests a categorization of ecological behavior that distinguishes between 

a reactive type of behavior and a proactive type of behavior. ‘While proactive behavior is 

based on goal-directed action planning and execution, reactive behavior may be viewed as a 

set of reaction patterns that determine how the system reacts to events.’ (Halpin & Wagner, 

2003, p. 567). In general, reactive behavior can be understood as accommodation, or 

adaptation, to the prevailing circumstances, while proactive behavior means transforming 

one’s possibilities for action in order to reach a desired outcome in future circumstances. In 

the field of pro-environmental behavior distinguishing between different types of behavior, 

e.g. based on the ease of execution, is not unusual (see e.g., GEB; General Environmental 

Behavior; Kaiser & Wilson, 2004). 

 

According to our hypotheses, these two types of behavior are linked differently to the two 

types of attitude (i.e., explicit and implicit attitudes). We formulated this hypothesis relying 

on the notion of the automatic and deliberate effects of attitudes on behavior. Explicitly 

reported environmental attitudes and behavior exist in correlation, according to many 
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empirical studies (e.g., Guagnano, Stern, & Dietz, 1995; Hines, Hungerford, & Tomera, 1987; 

Kaiser, 2006; Kovács et al., 2014; Thøgersen & Grunert-Beckmann, 1997; Thøgersen, 1999), 

while the literature on the consequences of implicit attitudes is inconclusive: Rydell and 

McConnell (2006) argued that an implicit attitude can play a unique role in predicting 

spontaneous behavior and as Lane, Banaji, Nosek and Greenwald (2007) stated, implicit 

measures can be useful in applied fields when behavior is determined by automatic 

processes. Linking the concept of explicit and implicit attitude and reactive and proactive 

behavior, we hypothesized that while implicit attitudes influence spontaneous behavior 

automatically, explicit attitudes exert a deliberate impact. A deliberate choice of action is 

essential for executing a proactive behavior. Consequentially, a reactive behavior – possible 

to execute both on the spontaneous and on the deliberate level – can be correlated with 

both implicit and explicit attitudes, a proactive behavior is connected only to explicit 

attitudes. 

 

Study 1 (N = 92) and Study 2 (N = 42) measured university students’ attitudes toward waste-

management (by Likert-type scale and by bipolar semantic differential items, respectively) 

and waste management behavior (by self-reported questionnaire and by 10 day-long diary 

questionnaire, respectively). In both studies implicit attitude was measured by an adapted 

version of Implicit Association Test (IAT; Greenwald, McGhee, & Schwartz, 1998). 

 

Both Study 1 and Study 2 revealed significantly more reactive behavior from people with 

high explicit pro-environmental attitudes, and significantly (or marginally significantly in 

Study 2) more reactive behavior from implicitly environmentally biased people. In terms of 

proactive pro-environmental behavior, in Study 1 only explicit attitudes had a positive main 

effect, but in Study 2 neither explicit attitudes nor implicit attitudes were connected to 

behavior. There are no interactive effects to report in any of the studies. 

 

Study 3 (N = 162) measured elementary-school students’ general environmental attitudes 

and behavior with Likert-type measurements; we adapted Children's Environmental Attitude 

and Knowledge Scale (CHEAKS; Leeming, Dwyer, & Bracken, 1995). As the scope of the study 

was expanded to all fields of environmental-friendly behavior, the IAT measure was adjusted 

accordingly. The analysis showed significantly more reactive behavior from pupils with a high 

explicit pro-environmental attitude, while implicit attitudes did not have any effect on 

reactive behavior. In terms of proactive behavior, the positive role of explicit attitudes was 

confirmed, and implicit attitudes were not connected to proactive behavior. There was no 

interactive effect to report. 
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Besides the difference between the age groups and the scope of environmental attitudes 

and behavior, the applied measurements of explicit attitudes and behavior were different in 

the three studies (Likert scales or bipolar scales for measuring explicit attitudes, and Likert 

scales or the diary-method for measuring reported behavior). The consistent pattern from 

the three studies is that explicit attitudes are correlated with reported reactive and 

proactive behavior, while implicit attitudes are connected only with reported reactive 

behavior. Results are interpreted based on Stern (2000), who found the ease of execution an 

important factor of attitude-behavior relationship in this context. 

 

The practical implications for encouraging more reactive and proactive pro-environmental 

behavior in society are discussed. First of all, forming explicit attitudes via frontal education 

is of the utmost importance, as both proactive and reactive behavioral forms are strongly 

connected to these explicit attitudes. Second, the experience-based slow accumulation of 

knowledge – which lies behind implicit attitudes (Rydell & McConnell, 2006; Sloman, 1996) – 

where positive experiences and positive behavioral models have a great effect, also does its 

bit in influencing pro-environmental behavior. 

 

References 

 

Halpin, T., & Wagner, G. (2003). Modeling reactive behavior in ORM. In I.-Y. Song, S. W. 

Liddle, T. W. Ling, & P. Scheuermann (Eds). Conceptual Modeling-ER 2003. Proceedings of 

22nd ER Conference (pp. 567–569). Springer: Berlin Heidelberg. 

 

Greenwald, A. G., McGhee, D. E., & Schwartz, J. L. K. (1998). Measuring individual differences 

in implicit cognition: The implicit association test. Journal of Personality and Social 

Psychology, 74(6), 1464–1480. 

 

Guagnano, G. A., Stern, P. C., & Dietz, T. (1995). Influences on attitude-behavior 

relationships: A natural experiment with curbside recycling. Environment and Behavior, 

27(5), 699–718. 

 

Hines, J. M., Hungerford, H. R., & Tomera, A. N. (1987). Analysis and synthesis of research on 

responsible environmental behaviour: A meta-analysis. Journal of Environmental Education, 

18, 1–8. 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 249 

Kaiser, F. G. (2006). A moral extension of the theory of planned behavior: Norms and 

anticipated feelings of regret in conservationism. Personality and Individual Differences, 41, 

71–81. 

 

Kovács, J., Pántya, J., Medvés, D., Hidegkuti, I., Heim, O., & Bursavich, J. B. (2014). Justifying 

environmentally significant behavior choices: An American-Hungarian cross-cultural 

comparison. Journal of Environmental Psychology, 37, 31–39. 

 

Lane, K. A., Banaji, M. R., Nosek, B. A., & Greenwald, A. G. (2007). Understanding and using 

the implicit association test: IV. In B. Wittenbrink, & N. Schwartz (Eds.), Implicit measures of 

attitudes (pp. 59–102). New York: Guilford Press. 

 

Leeming, F. C., Dwyer, W. O., & Bracken, B. A. (1995). Children's environmental attitude and 

knowledge scale: Construction and validation. The Journal of Environmental Education, 26(3), 

22–31. 

 

Rydell, R. J., & McConnell, A. R. (2006). Understanding implicit and explicit attitude change: a 

systems of reasoning analysis. Journal of Personality and Social Psychology, 91(6), 995–1008. 

 

Sloman, S. A. (1996). The empirical case for two systems of reasoning. Psychological Bulletin, 

119(1), 3–22. 

 

Thøgersen, J. (1999). The ethical consumer. Moral norms and packaging choice. Journal of 

Consumer Policy, 22, 439–460. 

 

Thøgersen, J., & Grunert-Beckmann, S. C. (1997). Values and attitude formation towards 

emerging attitude objects: From recycling to general, waste minimizing behavior. In M. 

Brucks, & D. MacInnis (Eds.), Advances in consumer research (vol. 24) (pp. 182–189). Provo, 

UT: Association for Consumer Research. 

 

Keywords: attitude-behavior relationship, implicit and explicit attitudes, reactive and 

proactive pro-environmental behavior 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 250 

Bibliography: 

Kovács, J., Pántya, J., Medvés, D., Hidegkuti, I., Heim, O., Bursavich, J. B. (2014). Justifying 

environmentally significant behavior choices: An American-Hungarian cross-cultural 

comparison. Journal of Environmental Psychology, 37, 31–39. 

 

Medvés, D., Kovács, J., Dallos, A. (2013). Every day is a special day; At least for prosocials. 

The role of social value orientation, behvioral habits and excuses in travel mode decisions. In 

G. Angyalosi, Á. Münnich, G. Pusztai (Eds.), Interdisciplinary Research in Humanities (pp. 

395–408). Nitra: Constantine the Philosopher University in Nitra. 

 

Medvés, D., Kovács, J. (2012). The role of individual differences in promoting 

proenvironmental behavior. In S. Kabisch, A. Kunath, P. Schweizer-Ries, A. Steinführer (Eds.), 

Vulnerability, Risks, and Complexity: Impacts of Global Change on Human Habitats. Advances 

in People and Environment Studies, IAPS, Vol. 3. (pp. 231–242.) Göttingen: Hogrefe. 

 

 

THE EFFECTS OF NATURAL DISASTERS ON INDIVIDUAL BEHAVIOR: EXPERIMENTAL EVIDENCE 

 

Michailova, Julija (1); Berlemann, Michael (2) 

 

1: Helmut Schmidt University, Kozminski University; 2: Helmut Schmidt University 

 

When looking back on the large number of natural disasters since the turn of the millennium 

one might suspect that the frequency and severity of certain natural disasters has increased 

over time. Various studies conclude that climate change has a significant influence on the 

frequency, duration and intensity of extreme weather events and natural disasters such as 

draughts, floods, storms or heat waves (see e.g. Milly, Wetherald, Dunne and Delworth, 

2002; Anderson and Bausch, 2005; Hoyos, Agudelo, Webster and Curry, 2006). Since climate 

change is likely to continue in the foreseeable future, question of the influence of the 

increasing number of natural disasters on economic growth continues to rise in the 

importance. A valuable tool in answering this question would be the discovery and analysis 

of the channels through which natural disasters might influence economic welfare. 

 

Disasters have important consequences for individual decision making, and aggregated 

individual responses might have significant macroeconomic impact (Skidmore and Toya 
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2002; Hallegatte and Dumas, 2008). Furthermore, disasters might have an economic impact 

not only when they actually occur: the prospect of future damages might affect capital 

accumulation and people’s propensity to save, and hence the rate of economic growth 

(Fankhauser and Tol, 2005). If risk of natural disasters' occurrence causes changes in saving 

behavior, this subsequently will influence the welfare of the state. 

 

In this paper we investigate the effect that the risk of natural disasters has on individual 

economic behavior, specifically on saving behavior. On one hand, natural disasters might 

lead to an increased precautionary saving, on the other hand the increased risk to suffer 

capital loss might cause an increase in consumption and subsequent lower savings. We 

should also consider the fact, that individual economic reaction might differ based on the 

type of the natural disaster: a disaster with the risk to physical capital should cause different 

reaction than a disaster with the risk to human capital. 

 

Based on the abovementioned considerations, we conduct an online experiment in which 

we explore behavioral regularities of individual saving decisions in a world with increased 

risk of natural disasters, represented by shocks to accumulated human or physical capital. In 

an experiment we vary both severity and type (shocks to human or physical capital) of the 

natural disaster. In our experiment subjects are given monetary incentive to solve a two-

stage dynamic optimization problem with the structure of a single-agent, one-sector model 

with physical and human capital. In total there are 17 experimental treatments, each 

consisting of two, consequently played, experimental games. Each experimental game 

consists of two rounds. In the first round each participant has to take two decisions: 1) to 

divide her time endowment between income-generating labor and education, which is an 

investment increasing her stock of human capital, and 2) to divide her achieved income 

between consumption and savings, which are used as an investment to increase the stock of 

physical capital. 

 

References: 

 

Anderson, J., Bausch, C. (2006). Climate change and natural disasters: Scientific evidence of a 

possible relation between recent natural disasters and climate change. Policy Brief for the EP 

Environment Committee, IP/A/ENVI/FWC/2005–35. 

 

Fankhauser, S., Tol, R.S. (2005). On climate change and economic growth. Resource and 

Energy Economics, 27(1), 1–17. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 252 

 

Hallegatte, S., Dumas, P. (2008). Can natural disasters have positive consequences? 

Investigating the role of embodied technical change. Ecological Economics, 68, 777–786. 

 

Hoyos, C.D., Agudelo, P.A., Webster, P.J., Curry, J. A. (2006). Deconvolution of the factors 

contributing to the increase in global hurricane intensity. Science, 312, 94–97. 

 

Milly, P.C.D., Wetherald, R.T., Dunne, K.A., Delworth, T.L. (2002). Increasing risk of great 

floods in a changing climate. Nature, 415, 514 – 517. 

 

Skidmore, M., Toya, H. (2002). Do natural disasters promote long-run growth? Economic 

Inquiry, 40(4), 664–687. 

 

Keywords: Natural disaster, dinamic optimization, savings, experiment. 

 

Bibliography: 

Michailova, J., Schmidt, U. (forthcoming). Overconfidence and Bubbles in Experimental Asset 

Markets. Journal of Behavioral Finance. 

 

Michailova, J., Katter, J.K.Q. (2014). Quantifying Overconfidence in Experimental Finance. 

International Journal of Behavioural Accounting and Finance, Vol. 4(4), 351-367. 

 

 

 

 

 

 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 253 

EMOTIONALITY, REGRET AVOIDANCE AND FOREIGN LANGUAGE EFFECT. HOW MAKING 

DECISIONS IN A FOREIGN LANGUAGE REDUCES HEURISTIC BIASES BASED ON ANTICIPATING 

REGRET. 

 

Muda, Rafał 

 

Maria Curie Skłodowska University, Poland 

 

Introduction 

 

As research results indicate (for a review, see Kahneman,2011), decision making is based in 

many cases on all sorts of heuristics which lead to the disturbance of rational decision 

making. Problems eliciting emotional resonance are particularly susceptible to heuristic 

biases (Loewenstein, Weber,Hsee,& Welch,2001). The higher the level of emotional 

connotations and elicited emotional reactions, the more likely it is that a decision will be 

made on the basis of heuristic biases, at the expense of logical conclusions. As Damasio 

(1994) claimed, thoughts consist mostly of images which – in the process of gaining 

experience by an individual – are given either positive or negative connotations. As a 

consequence, situations that are close to a given person’s heart will be more likely to get a 

given emotional connotation. 

 

Moreover, individuals do not always make decisions in accordance with maximisation of 

expected utility, whereas very often the motive of their actions is to minimise negative 

emotions (Sul,Kim,& Choi,2012). Regret is one of the most frequently analysed emotions in 

this respect (van Dijk & Zeelenberg,2007). What has been discovered in this area indicates 

that people make regret-averse decisions in order to protect themselves from a probable 

occurrence of regret. 

 

Following this train of thought it could be assumed that lowering the level of emotional 

reactions elicited in a given situation may reduce the influence of heuristic biases on the 

decision-making process (Costa et al.,2014). 

 

According to the research results (Opitz & Degner,2012; Caldwell-Harris & Ayçiçeǧi-

Dinn,2009), emotional resonance elicited by a foreign language (FL) seems to be lower than 

the one elicited by a native language (NL). As Costa et al. (2014) observed, it may be caused 
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by the context in which individuals learn a given language (class-room context for the FL vs 

daily-life for the NL). Similarly, Keysar et al. (2012) assumed that presenting a problem in the 

FL, rather than in the NL, may reduce heuristic biases in the decision-making process. 

 

The main objective of this study is to determine whether the FLe is present in problems 

whose outcomes could lead to regret. Problems related to inaction inertia bias, Status Quo 

effect (SQe) and Sunk Cost effect (SCe) have been tested. While making decisions in the 

above-mentioned problems, individuals will predict the probability of regret occurrence in 

the event of negative outcomes. Regret predictions will in turn result in strong emotional 

reactions. As Hanrick, van Dijk, van Beest and Mersmann (2007) indicated, people asked 

about how they would feel in case of experiencing negative outcomes would predict that 

losses would have a bigger impact than they do in reality. In other words, experiencing 

losses is not as bad as predicting them. 

 

I assume that the tendency to regret avoidance will be weaker in the case of problems 

presented in a FL. It could be influenced by the lack of existing connections between decision 

making in a FL and experiencing their negative outcomes. Furthermore, making decisions in 

a FL will be less susceptible to heuristic biases and will lead to reduction thereof. 

 

The present study 

 

Nine hundred fourty nine students of the Maria Curie-Skłodowska University in Lublin, 

Poland took part in the study. The experiments were conducted in groups during classes. 

The participants were randomly assigned to one of two groups in which: (1) the problem was 

presented in Polish or (2) the problem was presented in English. Having answered the 

problem, the participants completed a short survey concerning the self-evaluation of their 

proficiency in English and provided basic demographic data. The respondents who were 

presented with the English version of the problem were additionally asked to assess the 

level of their understanding of the problem on a scale from 1 (no understanding) to 10 

(perfect understanding). The analysis took into consideration the responses of Polish native 

speakers and respondents whose understanding of the problem was higher than 50% (6 and 

above). Each participant answered only one problem in one language (native condition or 

foreign condition). 

 

Study 1: Foreign language effect on inaction inertia 

 

In the first problem related to inaction inertia bias (the answers of 147 people were included 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 255 

in the analyses) results indicate statistically significant differences 

(χ2(1,N=142)=6.30,p<0.01,ϕ=0.211) while comparing the answers for the native and foreign 

condition. People less often chose the option which indicated that decision was made due to 

heuristic bias. It means that in this case the influence of the FLe on decision making was 

present. 

 

In the second problem related to inaction inertia bias (the answers of 109 people were 

included in the analyses) results indicate insignificant differences (χ2(1,N=109)=0,889,ns, 

ϕ=0.09) while comparing the answers for the native and foreign condition. It is clearly visible 

that regardless of the language the participants were influenced by inaction inertia and the 

FLe was not able to influence the aforementioned bias. 

 

The probable explanation of this results is that in the second problem participants had to 

deal with experiencing emotions (regret and guilt). If an individual is really experiencing 

regret and guilt due to the decision, then presenting him/her with a decision problem in a FL 

– which could reduce the emotional connotation of the presented problem – will not help. 

On the other hand in the first problem participants only anticipated regret rather than 

experiencing it. Thus presenting the problem in a FL could lower the level of emotional 

reactions and elicited emotions, so the FLe influenced the decision-making process and 

lowered affect of heuristics. 

 

Study 2: Foreign language effect on status quo effect 

 

In the first problem related to status quo (status quo framed) the answers of 124 people 

were included in the analyses. The comparison of the results 

(χ2(1,N=124)=6.16,p<0.05,ϕ=0.223) yields a statistically significant difference – those who 

answered in a FL are less likely to choose to maintain status quo. This indicates that the FLe 

is present in this case and crucially influences the decision (the bias is smaller in the FL 

condition). 

 

The second problem related to status quo was almost identical with the first one with only 

one difference: it was neutrally framed (there was no option to keep the status quo, in other 

words - all of the possible decisions were new ones). Answers of 131 people were included 

in the analyses. Results indicate non-significant differences (χ2(1,N=131)=0,002,ns,ϕ=-0.004) 

while comparing the answers for the native and foreign condition. 

 

While comparing the answers for the native condition (SQ framed vs neutrally framed) 
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results indicate a pure SQe (χ2(1,N=140)=9.472,p<0,01,ϕ=-0.26). The distribution of the 

responses in the foreign condition group was completely different. In this case such 

differences are not statistically significant (χ2(1,N=114)=0,098,ns,ϕ=-0.035) and it is clear 

that the participants were not influenced by the SQe. The results indicate that the FLe 

completely neutralizes the SQe influence. In spite of status quo framing, the responses in the 

foreign condition group do not differ from the responses given without status quo framing. 

 

The FLe impact on the decision may be explained by the same phenomenon present in the 

case of inaction inertia bias. When a problem is presented in a FL, it is unlikely that it 

activates emotional connotations of prior negative decisions. Thus, the decision maker will 

experience a lower level of emotional reactions (anticipated regret) while profits resulting 

from any changes could be evaluated more rationally. 

 

The FLe was not present in neither the native nor the foreign condition in the neutral 

framing context, because the problem does not elicit any emotional reactions. 

 

Study 3: Foreign language effect on sunk-cost effect 

 

In the problem related to SQe the answers of 126 people were included in the analyses. The 

results did not reveal any statistically significant differences (χ2(1,N=126)=0.125,ns,ϕ=0.031), 

so it can be concluded that the FLe did not influence decision making in this case. 

 

According to Garland (1991), the higher sunk costs in comparison to the overall budget, the 

stronger the motivation to avoid loss – the loss of previously invested resources – by 

continuing the project. It is then probable that the FLe did not significantly influence decision 

making because the prior investment was too great and emotional reactions were too big. 

 

Discussion 

 

In the case of the problem presented in the NL, it is probable that an individual has some 

experience in relation to a given situation (or even words or expressions related to it!) 

drawing back from the outcomes of prior decisions which could have been negative. As far 

as FL is concerned, the likelihood of establishing such connotations is much smaller. As Costa 

et al. (2014) observed, FL is mainly taught and used in a classroom context, which means 

that emotional connotations with specific lexical items of a FL may not be as strong as is the 

case with NL connotations. 
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One of human tendencies influencing decision making is regret avoidance. Individuals taught 

by previous negative experiences and by regret stemming from past decisions learn to avoid 

similar situations in the future (Bell,1982). In other words, remembering previous failures 

will lead to anticipating regret and making decisions which will prevent its occurrence. 

 

By comparing the results of the present study and the above-mentioned conclusion, it could 

be assumed that the FLe will be present in those problems where elicited emotional 

reactions are anticipated, and not currently experienced. It is also likely that the FLe will not 

influence decision making if emotional involvement due to bearing high investments costs is 

too strong. The results of this study deliver a more accurate description of the FLe and go 

beyond the conclusions presented by Costa et al. (2014), who claimed that ”Decision making 

in contexts that elicit heuristic biases grounded in emotional reactions would be sensitive to 

the language in which the problems are presented. (p.252)” However, the present study 

indicates that the FLe will not be present in each such case. 

 

It has been proven that the FLe can reduce heuristic biases under some circumstances, 

which confirms past findings. Moreover, the results of this study broaden previous 

conclusions concerning the FLe and demonstrate the underlying potential mechanism (in 

relation to problems eliciting emotional reactions) – the reduction of experiencing 

anticipated emotions. 

 

The described mechanism is a potential explanation of the FLe and further research is 

needed to verify it. For instance, future studies should be conducted in relation to the SCe to 

examine whether the FLe will be present if the previous contribution to the investment was 

smaller. Researching other decision problems could also yield a more accurate description of 

how the aforementioned mechanism works. A full understanding of the mechanism could 

facilitate the development of a method reducing the influence of heuristic biases on financial 

decision making. 
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WHAT INFORMATION IS USED BY PRIVATE INVESTORS TO DETERMINE MARKET TRENDS? 

 

Myrczek Lewandowska, Agnieszka Paulina 

 

University of Social Sciences and Humanities, Poland 

 

Aims 

 

This study aims to find out how private investors select pieces of information in order to 

answer the question of whether there is a bull or a bear market. The theoretical justification 

for this topic is the assumption that investment strategies are related to an investor’s 

aspirations. An investor with high aspirations pays more attention to the best outcomes than 

to the worst outcomes and then applies risk-seeking strategies. In contrast, low aspirations 

might lead to attention being focused on the worst outcomes and to risk-avoiding strategies. 

Moreover, aspirations might stem from market trends. 

 

Market trends are not necessarily always obvious and, additionally, psychological 

interpretations of available cues might be governed by rules that are different from those 

accepted in economic theories. For example, Shiller (1987) investigated a stock market crash 

that took place in October 1987, because, in his opinion, there were no significant economic 

premises that would have indicated the further worsening of the economic situation. Thus, it 

is important to understand which information is considered by private investors to be 

relevant in defining market trends. 

 

Zielonka (2002) directly investigated how Polish financial analysts associate various kinds of 

measures with future stock prices. He found that almost all available cues were perceived as 
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relevant in predictions of future stock prices, including stock market indexes, technical 

analyses and political and macroeconomic signals. 

 

These findings do not let us conclude which cues are most important. This is likely caused by 

the fact that the importance of the particular cues was measured directly. Therefore, we 

expect that more subtle measures may result in a better picture of how private investors use 

different cues to diagnose market trends. Among such measures are process tracing 

techniques, i.e. the analysis of information searches under the assumption that people 

search for relevant and important information and neglect the other information. Process-

tracing methods have often been used in the psychology of decision-making but rarely in 

behavioral economics. Exceptions to this are research by Gabaix, Moloche and Weinberg 

(2006) and by Shunk and Winter (2009). Early applications of process tracing included 

manual retrieval during tasks requiring decision-making (e.g. Payne, 1976) and eye 

movement recording (Russo & Rosen, 1974). This was followed by the analysis of clicks on a 

computer screen, as in the original Mouselab, proposed by Willemsen and Johnson (2006). 

In Mouselab, participants open cells on a computerized matrix to search for the information 

needed to make a choice. This allowed the researchers to learn what information was 

sought and and the order in which particular items were revealed. 

 

Another measure that facilitates the drawing of conclusions about the relevance and 

importance of cues is an individual’s confidence in diagnoses they make on the basis of such 

cues. Confidence should be highest if the diagnosis was made on the basis of numerous, 

relevant, important and consistent/clear cues. In contrast, confidence is low when there are 

very few cues and they are inconsistent/vague and of relatively low importance. 

 

In this project, the process tracing technique was used as well as investor confidence to 

determine the cues used for diagnosing market trends. Thus, the following issues were 

investigated in this study: 

 

1) Which information is considered by private investors to be relevant in defining market 

trends? 

 

2) What is the relative importance of relevant cues? 

 

3) How does the vagueness of available cues impact the number of cues sought in order to 

diagnose a market trend? 
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4) How does the number, importance and vagueness of available cues affect an investor’s 

confidence? 

 

5) How do the factors above affect an investor’s accuracy? 

 

Method 

 

In order to answer these questions a study was carried out with a group of 100 private 

investors. 

 

Cues First we analyzed the relevant literature and then we interviewed stock exchange 

experts, which resulted in a set of sixteen kinds of information essential to drawing 

conclusions regarding market trends. For each of these kinds of information, we prepared 

two cues which described a bull and a bear market. The experiment itself has been divided 

into two steps. 

 

Directly measuring the relevance and importance of cues All sixteen cues were presented to 

participants on one computer screen. In the first step the participants were asked to choose 

the seven most important kinds of information by choosing labeled boxes on the matrix. 

Then, the boxes were rearranged into a list and the participants were asked to divide 100 

percentage points amongst all of the chosen options, so that the weight assigned to each 

option reflected its subjective importance. 

 

Indirectly measuring the relevance and importance of cues with the aid of an information 

board Sixteen cues were presented on a computerized information board. The information 

was covered and to reveal it, one had to click on a given box. Respondents were to decide 

whether it was a bull or a bear market on the basis of the available information. Before 

making a decision, respondents had to open a minimum of three boxes but no more than 

ten. Similarly to the MouseLab technique, when a box was selected, the cue was 

immediately presented to the participant for the duration of the iteration, with no way to 

reverse the selection. Finally, when the participant answered the main question, the 

supplementary question about the confidence of their selection was asked. The whole round 

was repeated ten times with different cue sets. In order to minimize the number of revealed 

cues we introduced a score counter which was initially set to 70 points. It was decreased by 

10 points when a box was opened. The first three boxes chosen were free of charge. To 

motivate the participants to take part in the experiment and to answer the questions 
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thoroughly, they were told that they could win a financial reward if they answered the main 

question correctly. The participants were told that the two most accurate and efficient 

(using the least number of cues) amongst them would be rewarded. To control the effect of 

reading, the cues were presented in random order in every iteration. 

 

Manipulation of the vagueness of cues The participants were asked to choose at least three 

boxes. Each of those boxes revealed a cue that denoted either a bull or a bear market. By 

providing various cue sets for each iteration, it was possible to reflect different market trend 

situations, with variable degrees of vagueness. To do so, we defined 10 patterns (each of a 

single iteration) as follows: four situations indicated a clear market situation (two indicated a 

bull market and another two indicated a bear market) and six situations indicated a vague 

market situation. For the vague situations the first three selected boxes revealed the 

following cue patterns: two sets with all the cues denoting a bull market, two sets with all 

the cues denoting a bear market, three sets with one cue for a bull market on the 1st, 2nd 

and 3rd position and two cues for a bear market, three sets with one cue for a bear market 

on the 1st, 2nd and 3rd position and two cues for a bull market. The subsequent boxes for 

clear and vague market situations would reveal randomly chosen cues (for a bull or a bear 

market), if they were selected. 

 

Measuring the accuracy and the confidence In every iteration the participants were asked 

whether there was a bull or a bear market. To answer the question, one had to click one of 

two given options. The accuracy of chosen options was analyzed for clear situations only. At 

the end of every iteration, participants were asked to what extent they were confident that 

they had made an adequate choice. They were to assign a percentage value in a range from 

50% to 100%: a choice of 50% meant that the question had been answered randomly, while 

a choice of 100% meant that they were sure they had answered the question correctly. 

 

Results 

 

Since the experiment had two steps which examined the importance of particular kinds of 

information both directly and indirectly, we have been analyzing the consistency of the 

choices made during each step. In particular, we have been investigating the consistency of 

the weights assigned to boxes and the order of revealing those boxes during the subsequent 

part of the experiment. Other results include the relationship between the number of 

revealed cues and the ambiguity of the presented market trends. The values of these two 

properties have also been compared to the accuracy and confidence level provided by the 

participants. 
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Data processing is still in progress. The result section will be complete by the conference 

date. 

 

Keywords: market trends, information search, confidence 
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WITHIN-COUPLE FINANCIAL SATISFACTION IN THE CZECH REPUBLIC: A TEST OF INCOME 

POOLING HYPOTHESIS 

 

Mysíková, Martina 

 

The Institute of Sociology of the Czech Academy of Sciences, Czech Republic 

 

A tendency of more equal distribution of income between partners stems from a trend of 

increasing female labour market participation and a deviation from male-breadwinner family 

model in many advanced countries in past decades. In Europe, the most equal within-couple 

income distribution is in Scandinavian countries, while women in southern European 

countries contribute the least to the couple’s budget (Bonke, 2008). Central-east European 

countries are located around the middle of the scale with the Czech Republic situated 

towards the bottom. 

 

In general, the Czech Republic is a country with one of the highest gender earnings 

inequality in Europe. In fact, the gender inequality roots already in the socialist era. Although 

the former communist Czechoslovakia was a country with one of the highest wage 

equalization in the world, differences in earnings were to a high extent influenced by gender 

(Večerník, 2009). The high gender wage gap has been preserved until present day and the 

female disadvantaged position on labour market can be documented by a low availability of 

part-time jobs, traditionally extraordinary long (three years) parental leave and low coverage 

of preschool childcare institutions. Therefore, the Czech Republic might be viewed as a 

country of a traditional male-breadwinner family model. 

 

The empirics on the Czech Republic include only few studies on within-couple income. 

Chaloupková (2006) analysed the factors of separate income management, which occurs 

more often among childless couples. Mysíková (forthcoming) examined the within-couple 

earnings distribution and showed that the two most important factors of within-couple 

earnings inequality are the relative education of partners and the presence of children. So 

far, no study investigated if the inequality in partners’ income influences the distribution of 

various outputs or the distribution of well-being within a couple. 
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Two streams are recognized in the empirics on income pooling. The first stream analyses the 

declared household’s distributional regime, and searches for factors of likelihood of income 

pooling in the household. The second stream tests the income pooling hypothesis. This 

hypothesis says that household decision-making is not influenced by who receives the 

income. The impact of relative income of partners, as an important factor of intra-household 

distribution of power, on the distribution of various outputs within the household is typically 

tested in the existing empirics. 

 

One way in which to test the validity of the income pooling hypothesis is through an analysis 

of the financial well-being of household members. If partners pool their income, the relative 

income of partners cannot affect the relative level of their welfare. Bonke and Browning 

(2009) examined various factors affecting partners’ different levels of financial satisfaction in 

Denmark using data from 1994 European Community Household Panel (ECHP). They 

concluded that the relative income is indeed the most important factor and the income 

pooling hypothesis can thus be rejected. This study aims to reveal how Czech partners are 

satisfied with financial situation of their household, and if their relative income is related to 

their level of satisfaction. The hypothesis tested is that relative income matters for relative 

financial satisfaction of partners. 

 

The study is based on the national version of European household survey Statistics on 

Income and Living Conditions (EU-SILC) called Living Conditions in the Czech Republic. EU-

SILC does not regularly include questions on subjective satisfaction, however, it includes a 

special ad-hoc module every year, which in 2013 focused on well-being. For the first time it 

was therefore possible to use data on well-being in the Czech Republic collected on a large 

sample of population. Responses to the following question were used as the dependent 

variable in the models: “To what extent are you satisfied with the financial situation of your 

household?” Responses were measured on 11-point scale, from 0 (not at all satisfied) to 10 

(completely satisfied). As the dependent variable obtained from the data is ordinal, ordered 

probit regression models are applied. 

 

The paper focuses on partners in two life stages: couples raising children and couples with 

empty nests. On average, women contribute substantially less to the household budget than 

men and their financial satisfaction is slightly lower. Financial satisfaction of partners with 

children is not influenced by who brings the income. On the contrary, within-couple income 

distribution significantly affects the difference in financial satisfaction between partners 

living without children. In a childless household, the higher the woman’s contribution, the 

lower the man’s satisfaction with the financial situation relatively to hers. This finding does 

not conform to the income pooling hypothesis. Although the level of household income has 
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a significant impact on both partners’ individual satisfaction regardless the presence of 

children, it does not affect within-couple relative financial satisfaction in either life stage. 

The results suggest that women with children simply have to rely on their partners’ income 

and wish therefore to pool the income. But once children leave the household, women may 

wish to become financially more independent and start to perceive the within-couple 

earnings gap more critically. 
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CAN HAPPINESS PROVIDE NEW INSIGHTS INTO SOCIAL INEQUALITY? EVIDENCE FROM JAPAN 

 

Niimi, Yoko 

 

Asian Growth Research Institute, Japan 

 

Recent years have witnessed an extensive debate on whether GDP per capita is an 

appropriate and/or sufficient indicator for measuring people’s well-being or quality of life. 

Human well-being has traditionally been measured in terms of economic resources such as 

income, wealth and/or consumption. However, while economic resources are among the 

key determinants of human well-being, it has increasingly been recognized that they are an 

insufficient metric for assessing people’s well-being. In the field of economics, such a debate 

was ignited by the work of Easterlin (1974), who pointed out that there is no clear 

association between the level of economic development and the average level of happiness 

of its members when conducting a cross-country comparison at a given point in time or 

looking at long-term trends over time in a given country─the so-called Easterlin Paradox. 

 

Although there is a broad consensus that GDP per capita cannot be the sole indicator for 

assessing people’s well-being, there has been no agreement on the approaches and 

indicators that can be used as an alternative or supplementary metric to GDP per capita. 

Among various approaches that have been put forward is the subjective well-being approach 

based on the notion that individuals are the best judges of their own welfare (e.g., Layard, 

2005). There has been growing interest in subjective well-being, such as happiness and life 
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satisfaction, among economists in recent years, mainly due to the increasing availability of 

such data and recent developments in empirical methodologies. 

 

While there is a growing literature that analyzes the level of happiness as well as its 

determinants, research on the distribution of happiness has so far been limited. This may be 

partly due to the fact that, unlike income, happiness is not transferable and cannot be 

redistributed across individuals. However, some argue that social inequality should be 

measured by the dispersion of actual outcomes of life, such as happiness and life satisfaction, 

rather than by differences in the “command of resources” that are typically measured by 

income given that people value material possessions differently (e.g., Veenhoven, 2005). 

This does not imply that income inequality should be disregarded entirely but rather that the 

distribution of subjective well-being could be considered at least as an equally relevant and 

important measure to monitor social inequality, which can bring new insights into it. 

Moreover, understanding the determinants of the level and over time changes of happiness 

inequality will help policymakers to formulate appropriate measures to reduce the 

dispersion of happiness. This could also help alleviate social tension and unrest resulting 

from such inequality. 

 

Recent years have therefore observed an increasing number of studies that analyze the 

trends and determinants of happiness inequality at the macroeconomic level though cross-

country analysis as well as at the microeconomic level. However, there are still only a 

handful of studies that examine happiness inequality at the individual level, and most of the 

existing studies have so far been undertaken mainly for the United States and some 

European countries. It would therefore be interesting to see whether the observed trends of 

falling happiness inequality in advanced economies can also be found in Japan. To contribute 

to broadening our understanding of the determinants of happiness inequality as well as the 

usefulness of subjective well-being indicators for assessing social inequality in more general, 

this paper aims to (i) examine trends in the dispersion of happiness and how they differ from 

those in inequality assessed by more conventional measures such as income in the case of 

Japan; and (ii) identify the key determinants of happiness inequality. 

 

One of the key methodological issues that need to be considered is how to measure 

happiness inequality. Information on people’s self-declared happiness is commonly reported 

as a 0-10 categorical ordered variable, and the “Preference Parameters Study of Osaka 

University” is no exception. The use of any standard inequality statistics implicitly assumes 

that the variable in question is a continuous cardinal measure with equal distance between 

the ratings of happiness such that interpersonal comparisons are possible. This causes a 

potential problem when measuring happiness inequality by standard inequality measures. 
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However, previous studies find that assuming the cardinality or ordinality of happiness data 

makes little difference to the estimation of the determinants of happiness (e.g., Ferrer-i-

Carbonell and Frijters, 2004) and that the existence of heterogeneity in the scales used by 

individual respondents to evaluate their happiness does not cause bias in the estimation 

(e.g., Beegle, Himelein and Ravallion, 2012). This paper therefore treats happiness data as a 

cardinal variable and uses the standard deviation to measure the dispersion of happiness. As 

for the analysis of the determinants of happiness inequality, it is undertaken using 

Recentered Influence Function regressions following the previous work that has looked at 

similar issues (e.g., Becchetti, Massari and Naticcioni, 2014). 

 

The empirical analysis is based on data from the “Preference Parameters Study of Osaka 

University.” This survey was conducted in Japan during the 2003-2013 period with the aim of 

examining whether the assumptions of conventional economics that people are rational and 

maximize utility are valid. The samples of individuals were drawn to be nationally 

representative using two-phase stratified random sampling. In addition to basic information 

on respondents’ households such as household composition, consumption, income and 

other socioeconomic characteristics, this survey contains unique information on 

respondents including their subjective well-being (e.g., happiness, life satisfaction and other 

emotional attributes), time preference, degree of risk aversion and habit formation. The 

survey was also conducted, albeit for shorter periods, in China, India and the United States 

using an almost identical survey instrument, which allows us to conduct an international 

comparison of these four countries. As the first step, this paper undertakes an empirical 

analysis using the data on Japan for which happiness studies remain limited. 

 

The paper shows that, despite some fluctuations, there was an overall downward trend in 

happiness inequality as measured by standard deviations with a decline of about 9.0% 

between 2003 and 2013. This can be compared with the changes in real GDP per capita. 

While there was a relatively sharp decline in GDP per capita in 2009 as the Japanese 

economy was also affected by the global financial crisis, GDP per capita increased steadily 

with an overall growth rate of about 8.9% between 2003 and 2013. In other words, 

economic growth seems to have contributed to reducing happiness inequality in Japan over 

the past decade. This is consistent with the finding of previous studies for other countries 

that income growth is associated with the declining inequality of happiness. It thus supports 

the argument of Clark, Flèche and Senik that“[T]his new “augmented” Easterlin paradox 

therefore offers a somewhat brighter perspective” (2014, 17). 

 

The data from Japan also show that, as found in previous studies, happiness inequality does 

not seem to follow the movement of income inequality that was on the rise or stable 
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depending on the source of income data between 2003 and 2013. This, in turn, suggests that 

happiness inequality could provide new insights into social inequality and that income 

inequality may not be a sufficient measure for assessing the dispersion of people’s well-

being. As for the determinants of happiness inequality, the preliminary findings indicate that 

income growth as well as having obtained higher education contribute to reducing 

happiness inequality while being unemployed has the opposite effect. In addition, concerns 

that the respondents have about their own health, life after retirement, and the possibility 

of being unemployed appear to increase happiness inequality. These findings underscore the 

importance of measures that enhance economic performance as well as social protection 

measures that alleviate people’s concerns as ways of enhancing the subjective well-being of 

less happy or less satisfied people, in particular, thereby reducing inequality in society. 
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A TEST TO CONFIRM THE NEIGHBOUR EFFECT 

 

Noh, Zamira 

 

University of Lincoln, United Kingdom 

 

Introduction:- We demonstrated previously that people show a profound underlying 

‘neighbour effect’ by significantly avoiding doing ‘bad’ things to their direct spatial 

neighbours. This emerged when the ‘bad’ thing was voting for a fellow contestant on the UK 

version of the ‘Weakest Link’ TV quiz programme (Goddard et al 2013; Noh et al, 2014). 

Aims:-We wanted to test how robust this ‘neighbour effect’ was by first observing whether it 

would extend to other voting scenarios and second to test whether it occurred for doing 

‘good’ as well as ‘bad’ things. Method:- Participants were first year students seated in a 

lecture theatre (n=233). They were asked to cast a closed, secret vote, for another person on 

the same row, by marking a ‘X’ on a seating plan. The vote carried either a positive or 

negative outcome for its recipient by gaining or removing lottery tickets. Results:- 

Participants that cast a negative vote demonstrated a significant ‘neighbour effect’ by 

avoiding voting for their nearest neighbours. However, the reverse pattern was found when 

participants gave a positive vote. Conclusion:- We suggest that the ‘neighbour effect’ is a 

robust and strong bias in decision-making. 
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NON-COGNITIVE SKILLS AND THE ECONOMIC ROLE OF HOME-PRODUCTION DURING A 

TRANSITION TO RETIREMENT 

 

NUNES, BERNARDO 

 

Behavioural Science Centre / University of Stirling, United Kingdom 

 

This article explores the relationship between non-cognitive skills and the economic role of 

housework at retirement. We provide evidence that non-cognitive skills in the form of 

personality traits explain new retirees’ decisions about home production of meals and other 

domestic services, and that these actions are followed by a reallocation of consumption 

expenditures. A particular personality trait, extraversion, has an explanatory power as 

relevant as gender, household type and whether the individual was working full-time before 

retirement. Extroverts, when in the labour market, devote less time to housework than an 

average individual, but show the highest increase at retirement. Across levels of extraversion, 

eating out expenditures decrease significantly due to a transition to retirement while time 

devoted to housework increases, but leisure expenditures remain stable. Our results suggest 

that new retirees might sustain pre-retirement levels of leisure and entertainment habits by 

doing housework, which acts as a substitute for goods or services that they otherwise would 

have to pay for. 

 

Keywords: Retirement, home-production, non-cognitive skills, housework, personality traits. 
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STRENGTH OF SAVING MOTIVES AND SAVING BEHAVIOUR 

 

Nyhus, Ellen Katrine (1); Musau, Andrew Muteti (1); Webley, Paul (2) 

 

1: University of Agder,  School of Business and Law, Norway; 2: SOAS, University of London 

 

The purpose of this study was to investigate the relationship between the importance 

attributed to different saving motives and saving behaviour. Studies of asset accumulation 

have revealed huge individual differences in saving and borrowing behaviour. Parts of these 

differences can be explained by differences in the ability to accumulate due to differences in 

income and family composition. Still, there is a large unexplained part of the differences in 

wealth, and we observe large variation between households in the same stage in their life 

cycle and with equal economic resources. Therefore, it also seems to be wilfulness about the 

differences, in that some people want to save while others do not. This is often analysed by 

using the concept of motives. 

 

Within the economic and economic psychological literature many lists of possible saving 

motives have been proposed, and support for the existence of some of these motives has 

been found through surveys. The precautionary saving motive has been regarded as the 

most important as it is frequently mentioned as a motive for saving, while the bequest and 

the profit-seeking motives have been regarded as less important as only very small fractions 

of the samples have stated that these motives are important to them. In this study, we take 

this research one step further and investigate whether individual differences with respect to 

the importance attributed to different saving motives is associated with difference in the 

level of saving and saving plans. When doing this we also investigate if and how saving 

motives vary over the life-cycle and the relationship between saving motives and other 

psychological concepts assumed to be important for saving behaviour. 

 

We used the data collected for the DNB Household Survey (DHS) in the Netherlands. This 

survey includes detailed information on financial behaviour in addition to items designed to 

tap various psychological concepts . The 2012 wave of the DNB Household Survey was 

conducted over the period February 2012 – October 2012. A total of 4350 individuals in 1830 
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different households participated in the survey. We focused on the individual as the level of 

analysis here. 

 

We first considered to what extent saving motives are influenced by variables that in 

previous research have been found related to saving and wealth. We did this by specifying 

OLS regression models where the dependent variables represent composite measures for 

each of the saving motives included in our study. In the list of control variables, we included 

the sex of respondent, number of children living in household, age and age squared per cent, 

a dummy for whether the respondent is a homeowner, a dummy for whether the 

respondent is the main financial decision maker in the household, natural log of net income, 

dummies for high and middle education respectively, dummies for employment status; 

employed, entrepreneur, and retired, risk preference, time horizon, future orientation, 

conscientiousness, and dummies for the Dutch regions. We find that the strength of saving 

motives is related both to the sex of the respondent, number of kids in the household, age 

and other psychological variables used in studies of saving behaviour. These variables in 

most cases explain between 8-13% of the variation in the importance attributed to the 

saving motives. 

 

When studying liquid saving, we examined variation in saving among the sub-sample of 

respondents who report positive amounts of liquid saving. We find liquid saving to be 

positively associated with net income, middle education level, the presence of a partner in 

the household, time horizon, and future orientation. Additionally, liquid saving is positively 

related to the strength of the retirement motive, the independence motive and the down 

payment motive, while the improvement motive is negatively related to this form of saving. 

The negative sign of the coefficient of the improvement motive suggests that it is likely that 

people who think that it is important to save both to cover future high expenses and 

generally to have a better future tend not to engage in liquid saving. The positive 

coefficients of time horizon and future orientation respectively indicate that individuals with 

long time horizons and those who are more future oriented engage in liquid savings, possibly 

due to risk aversion. The negative sign of the coefficient of risk preference suggests that risk 

aversion has a positive effect on liquid saving although this effect is not significant. 

 

The first category of long-term saving (variation in the level of life insurance-type 

investments among the subsample of respondents who engage in long term saving) is 

positively associated with age, net income, and future orientation. The association with age 

is however nonlinear, indicated by the significant negative coefficient of the age quadratic 

term. Life insurance-type saving is also positively related to the importance of the 
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independence motive and perhaps surprisingly, has a negative association with the 

importance of the bequest motive. 

 

For the second category of long-term saving (variation in the level of stock market 

investments among the subsample of respondents who engage in risky saving), there is a 

positive relation with age, the presence of a partner in the household, and risk preference. 

Similar to life insurance-type saving, the age quadratic term is negative and significant 

indicating a nonlinear relationship for age. However, unlike life insurance-type saving, the 

only significant relationship of this form of saving from among the measures of the motives 

is with the strength of the retirement motive. 

 

The level of total saving (among the subsample of respondents having positive total saving) 

is positively associated with net income, time horizon, and future orientation. Total saving is 

also associated with a strong motive to save for retirement and the importance of the 

independence motive. However, levels of total saving are negatively associated with the 

importance of the improvement motive. These findings reflect an overweighting of the liquid 

saving component in the total saving variable. We specify the model excluding risk 

preference, time horizon, future orientation, and conscientiousness from the list of control 

variables and this results in a significant decrease in the explained variance in total saving. 

 

Our findings show that the importance attributed to saving motives vary over the life cycle 

and that strength of saving motives are related to psychological variables such as risk 

preferences, time horizon and future orientation. There are also differences in how strong 

the link between the importance attributed to a certain saving motive is, and actual saving. 

The saving motives with the most robust relationship with saving are the retirement saving 

motive and the independence motive. Moreover, the findings show that other psychological 

variables in addition to motives are important for explaining household saving, but more 

research in this area is needed in order to build an economic psychological model of saving. 

 

Keywords: saving motives, household saving 
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TRUST IN AUTHORITIES AND POWER OF AUTHORITIES CORRESPOND WITH SHADOW ECONOMY 

AND CORRUPTION: A 44 NATION STUDY 

 

Olsen, Jerome (1); Kogler, Christoph (1); Kirchler, Erich (1); Batrancea, Larissa 

(2); Nichita, Anca (3) 

 

1: University of Vienna, Faculty of Psychology, Austria; 2: Babeş-Bolyai University, Cluj-

Napoca, Romania; 3: Romanian Academy, Bucharest, Romania 

 

The slippery slope framework (SSF) postulates two main determinants of tax compliance: 

trust in authorities and power of authorities. Thus, citizens’ tax behavior can be positively 

influenced by either taking measures that raise trust in authorities or by measures that 

increase the perception of authorities’ power. While trust enhancing measures are 

characterized by high benevolence, perceived fairness and transparency, power mainly 

depends on the extent of tax audits and fines for evasion. These assumptions have been 

confirmed repeatedly in both experimental and survey studies. Aim of this study was to 

validate the implications of the SSF in the context of shadow economy as a proxy for tax 

compliance and to extend its scope to the field of corruption in a total of 44 countries (N 

=14,692) from five continents. After manipulating trust and power through scenarios, 

indicated similarities between the scenarios and the perceived situation in participants’ 

home countries were assessed. These evaluations served as a basis for calculating indices 

representing actual levels of trust and perceived power of authorities, which were applied to 

predict the size of shadow economy and the extent of corruption in the respective countries. 

The results emphasize the strong relationship of trust in authorities as well as power of 

authorities with counterproductive behavior throughout societies. 

 

Keywords: trust in authorities, perceived power of authorities, shadow economy, corruption, 

slippery slope framework, cross-national study 
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TAX TALK: WHAT ONLINE DISCUSSIONS ABOUT TAX REVEAL ABOUT OUR THEORIES 

 

Onu, Diana; Oats, Lynne 

University of Exeter, United Kingdom 

 

We present an analysis of over 400 comments about complying with tax obligations 

extracted from online discussion forums for freelancers. While the topics investigated by 

much of the literature on taxpayer behaviour are theory-driven, we aimed to explore the 

universe of online discussions about tax in order to extract the topics that are most relevant 

to taxpayers. The forum discussions were subjected to a qualitative thematic analysis, and 

we present a model of the ‘universe’ of tax as reflected in taxpayer discussions. The model 

comprises of several main actors (tax laws, tax authority, tax practitioners, and the 

taxpayer’s social network) and describes the multiple ways in which they influence taxpayers’ 

behaviour. We also conduct a more focused analysis to show that the majority of taxpayers 

seem unconcerned with many of the variables that have been the focus of tax behaviour 

research (e.g., audits, penalties, etc.), and most people are motivated to be compliant and 

are more concerned with how to comply than whether to comply. Moreover, we discuss 

how these ‘real-world’ tax discussions question common assumptions in the study of tax 

behaviour. 

 

Keywords: tax behaviour, tax compliance, tax evasion, online communication, thematic 

analysis 

Bibliography: 

Onu, D., & Oats, L. (2015). Tax Talk: What taxpayer communication reveals about our 

theories. Manuscript under review. (working paper at 

tarc.exeter.ac.uk/publications/discussionpapers/) 

 

Onu, D., & Oats, L. (2014). ‘Paying tax is part of life’: Social influence in tax communications. 

Manuscript under review. (working paper at 

tarc.exeter.ac.uk/publications/discussionpapers/) 

 

Onu, D., & Oats, L. (in press). Social norms and tax compliance. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 279 

 

 

LAY PERCEPTIONS OF AND BEHAVIORAL REACTIONS TO FLAT AND PROGRESSIVE TAX SYSTEMS 
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Kirchler, Erich (2) 

 

1: Institute of Psychology, University of Debrecen, Hungary; 2: Department of Applied 

Psychology: Work, Education and Economy, Faculty of Psychology, University of Vienna, 

Austria 

 

Flat and progressive tax systems, their impact on people’s lay perceptions, fairness and 

efficiency evaluations, and consequently on their work motivation and tax compliance are 

significant issues in contemporary societal and scientific discussions (e.g., Kirchler, 2007). Lay 

people and experts do not necessarily agree with respect to the efficiency and fairness 

considerations of different tax systems, and empirical findings are inconclusive concerning 

attitudes towards flat and progressive tax systems as well as concerning tax compliance and 

work effort observed under different tax systems (e.g., Fochmann & Weimann, 2013; 

Reimers, 2009; Roberts, Hite, & Bradley, 1994). From a redistributive perspective there are 

pros and cons issues regarding the efficiency and fairness of flat and progressive tax systems. 

Theoretical and empirical considerations about the relationship between these features of 

tax systems changed over time, and during the last decades the “trade-off” concept of 

fairness and efficiency (i.e., a more fair progressive redistribution cannot be efficient 

because its administrative costs as well as its impact on labor supply – e.g., Okun, 1975) was 

challenged by the growing number of literature findings identifying positive correlation 

between equality and economic growth (e.g., Aghion, Caroli, & Garcia-Penalosa, 1999; Galor 

& Zeira, 1993; Osberg, 1995). However, rather few empirical findings support that a 

progressive system can be efficient even in the short run (e.g., Fochmann & Weimann, 2013). 

From the efficiency perspective it is important how different tax regimes motivate work 

effort and tax compliance at the same time. Empirical findings are rather inconclusive 

regarding the motivating power (e.g., Fochmann & Weimann, 2013; Gamage, D., Hayashi, A., 

& Nakamura, 2010; Sillamaa, 1999) and fairness perceptions (e.g., Haferkamp & 

Fetchenhauer, 2007) of flat and progressive tax systems. 

 

The present research was motivated by the inconclusive findings cited above on the one 

hand and tax reforms implemented in many countries in the recent years leading to a 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 280 

change from progressive income tax systems to flat ones on the other. The focus of research 

was set on the lay perceptions of fairness and efficiency of and behavioral reactions (i.e., 

work effort and tax compliance) to different tax systems. The results of two empirical 

investigations will be presented; the findings of an exploratory interview study as well as the 

findings of a laboratory study. 

 

The aim of the exploratory study was to examine lay perceptions of taxation regarding 

different tax systems, with a special focus set on the lay perceptions of fairness and 

efficiency of these systems. The potential relationships between these views, respondents' 

reported economic status and their economic system justification were also investigated. 

Lay perceptions were examined with the help of interviews and content-analyses. The 

sample consisted of self-employed people, employees, and students with work experience 

(N = 62). According to the results, participants agreeing with economic system justification 

views supported flat tax system that also validates the coherence of the reported lay 

opinions. However, the progressive tax system was preferred by the majority of our sample. 

Preferences, fairness and efficiency evaluations correlated with each other, although 

preferences were supported mostly by representations of fairness. While fairness 

representations were in line with the most important theoretical concepts, efficiency 

representations deviated from the standard economic approach: work incentives were not 

mentioned, however, satisfaction with tax system appeared as a kind of efficiency index in 

lay perceptions. Reported preferences and evaluations were also egocentrically distorted 

(i.e., depended on self-reported financial status), and participants expected others to be 

motivated egocentrically in articulating their political and economic attitudes as well. In 

conclusion, many tax-related concepts known from social sciences appeared in lay 

perceptions, but they also deviated from scientific approaches. Uncovering these contents in 

order to enhance tax compliance is of key importance. 

 

In a second, experimental investigation the focus was set on the impact of flat and 

progressive tax systems – and in particular a previously not investigated change from one 

system to the other – on both work effort and tax compliance. Another novelty of our 

experiment that – according to our best knowledge – research questions in tax experiments 

so far have not addressed the complex impact of tax systems on taxpayers reactions 

involving work effort and tax compliance at the same time. 

 

In this study a laboratory experiment was designed to examine how turning to a flat tax 

system from a progressive one, or vice versa, influences work effort and tax compliance. Our 

experimental setup (N = 191, in 16 sessions) consists of 20 periods. The experimental design 

included a real effort task and in addition participants’ experimental income status was also 
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considered. Each period started with a short real effort task. Based on their task 

performance, participants were ranked in every period, and the same number of 

participants was assigned to one of the high, medium or low income groups. From their 

endowments participants made decisions about their tax payment from round-to-round in 4 

different experimental conditions: (1) flat tax system throughout the experiment or (2) 

progressive tax system throughout the experiment, (3) flat tax system in the first 10 periods 

and progressive tax system in the last 10 periods, and (4) progressive tax system in the first 

10 periods and flat tax system in the last 10 periods. Regarding tax dues, all conditions were 

designed to be comparable. The design employed the public good and audit practice of tax 

experiments using a constant audit probability and a fix multiplying factor for tax 

contributions. In order to avoid unwanted biasing effects, details about being audited in a 

specific period and the volume of others’ contributions were revealed only after the last 

period. Opinions about the experimental tax systems and general fairness concerns 

regarding different tax systems were measured post-experimentally. 

 

The results showed that work effort increased significantly if a change from a flat tax system 

to a progressive system took place, compared to a constantly flat system, suggesting a 

progressive advantage in efficiency, at least regarding work effort (i.e., a progressive system 

can be beneficial for achievement even in the short run, not only in the long run). In contrast, 

regarding tax compliance a somehow converse outcome was observed: a change from a 

progressive tax system to a flat one led to an increased tax compliance, compared to both a 

constantly progressive system as well as a tax system change from flat to progressive. All of 

the considerable differences in work effort and in tax compliance between experimental 

conditions appeared in comparisons where a change in different tax systems occurred, and 

no differences were revealed in the comparisons of overall flat and progressive systems. 

Participants from the different experimental income groups (i.e., low, medium, and high 

income groups) reacted in a more or less comparable way to the different tax systems with 

their work effort, and the advantageous change did not result significantly more compliance 

in case of any income group. The more or less same raise in work effort among the different 

income groups in the progressive context can be explained by the post-experimental finding 

about participants’ fairness preference which was considerably biased towards the 

progressive system. This result is in line with the findings of the interview study. The 

increased tax compliance in the progressive-to-flat condition can be explained by the 

simplicity of a flat system (differences in complexity was also supported by participants’ 

post-experimental reports). 

 

The results of the two studies will be discussed by addressing the fairness, efficiency, and 

complexity features of different tax systems, and the implication possibilities of these results 
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in tax policy making (e.g., taking the effects of different tax systems into account 

simultaneously in enhancing work effort as well as tax compliance) will be also highlighted. 
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SWEETS OR ALCOHOL? THE GENDER BATTLE WITHIN JAPANESE FAMILIES 
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The collective model is a popular method for analyzing household-level consumption 

decisions. Food composition, such as “food in home” and “food away from home”, is one of 

the main variables in these empirical analyses. This paper examines the relationship of wife’s 

income share and her consumption of detailed food categories in Japan. The empirical 
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findings show that the wife’s income share is positively correlated with female-preferred 

food share but negatively correlated with male-preferred food share. I find wife’s income 

share both affects “food in home”, “food away from home” and affects the detailed food 

category shares. The results support the collective model. 

 

The “collective model,” proposed by Chiappori (1992), is a popular method for studying the 

household-level decision process. Chiappori considers a household with multiple members 

who each have different preferences. The household-level decision is made by maximizing 

the aggregate household utility, which is the weighted sum of each member’s utility. The 

weights (distribution power) are assumed to be determined by relative income, relative age, 

and other characteristics. 

 

A number of empirical studies on the collective model use sub-expenditures (e.g., on 

clothes) or total consumption expenditure to identify the decision process. One of the main 

reasons behind the choice of food expenditure for this study is that food has a significant 

share in total expenditure—28% for couple households in Japan in 2004. Researchers tend 

to use food in home and food away from home in their empirical analyses, probably because 

most datasets only have household-level expenditures (e.g., cost of total fish bought) rather 

than individual-level expenditure (cost of fish consumed per family member). 

 

This paper examines whether the wife’s income share affects the share of detailed 

categorical level food expenditure, following Hayashi (1995) who investigates the decision 

process between different generations. More precisely, first, based on the data of single 

households, I investigate gender differences in food preferences exist. Second, based on the 

estimates of female-preferred food found in the first stage, I test whether a wife’s income 

share affects the female-preferred food share, based on data of couples without other 

family members, such as children. 

 

There are two differences between this paper and previous studies. First, unlike studies on 

food in home and food away from home, I compose detailed food categories. Second, 

compared to 1989’s bubble economy, the employment and income share of Japanese wives 

and their working rate had improved significantly by 2004. I examine if the results stemming 

from this new approach and data still support the collective model. 

 

The results are as follows: Wife’s income share correlates positively and negatively to 

female-preferred food share male-preferred food share, respectively. Thus, regardless of the 

food composition or time period, the results support the collective model. I find wife’s 
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income share affects the detailed food category shares. (e.g., sweets, vegetables, and 

seafood) 

 

Keywords: Income share; Food share; Collective model 

 

 

 

THE IMPACT OF JOB LOSS ON RISK PREFERENCE 

 

Preuss, Malte; Hetschko, Clemens 

 

Freie Universität Berlin, Germany 

 

Risk preferences have considerable implications for decisions, e.g. investments, occupational 

choice, unemployment duration or migration. A crucial assumption in theoretical and 

empirical analyses of such decisions is the stability of risk preferences. Using German panel 

data and plant closure as an exogenous unemployment shock, we argue that job losses do 

not affect individual risk preferences: Even though the willingness to take risk changes due 

to an unemployment shock, our results imply that the effects are not caused by a change in 

preferences, but by an individual update concerning the perceived probability of unlikely 

events. 

 

Keywords: risk preferences, plant closure, unemployment, reemployment 

 

 

 

 

 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 286 

 

 

GENEROUS, BUT NOT OUT OF MY POCKET 

 

Rosenboim, Mosi (1); Schur, Amos (1); Shalvi, Shaul (1); Weisel, Ori (2) 

 

1: Ben Gurion University of the Negev, Israel; 2: University of Nottingham 

 

People’s generosity is an ongoing puzzle. Why do people act against their direct self-

monetary interest, even when no reputation concerns are at stake? In this study, we show 

that generosity depends on the combination of the ownership of money, and the level of 

situational ambiguity enabling people to disguise their allocation decision as if it was based 

on fate rather than own will. We find that on average the ownership does not affect 

participant's generosity, but participants are less generous when they base their transfer 

amount decision in ambiguous setting in which fate could not be blamed. This effect was 

especially pronounced when participants’ own money (rather than the experimenter’s) was 

at stake. We argue that if participants have the opportunity to hide their allocate decision 

behind a randomly decision, they will use it and their generosity will be smaller. 

 

Keywords: Money ownership; Dictator Game; Ethics, Dishonesty, Ambiguity. 

 

Bibliography: 

1. Israel, A., Rosenboim, M., & Shavit, T. (2014) ."Using priming manipulations to affect time 

preferences and risk aversion: An experimental study." Journal of Behavioral and 

Experimental Economics 53, 36–43  

 

2. Shavit, T., Rosenboim, M., "Does ownership duration really matter? – Experimental study”, 

Applied Economics Letters, accepted.  

 

3. Shavit, T., Rosenboim, M., "Is there time discounting for risk premium?", Journal of the 

Experimental Analysis of Behavior- 2015, 103, 393–404 

 

4. Rosenboim, M., Shavit, T., "Is there ownership for money?", Applied Economics Letters, 

accepted. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 287 

 

OBESITY AND ECONOMIC BEHAVIOR: RISK AVERSION, SUBJECTIVE DISCOUNTING, AND 

OPTIMISM 

 

Rosin, Odelia (1); Bar-El, Ronen (2); Tobol, Yossef (3) 

 

1: College of Management Academic Studies, Israel; 2: Open University of Israel; 3: 

Jerusalem College of Technology 

 

Obesity is one of the leading global health problems today. As obesity rates have escalated 

over the last decades, the costs associated with obesity-related health issues absorb 

increasingly greater portions of healthcare budgets. Obesity is a complex physiological 

condition that has medical, economic, and behavioral dimensions. Moreover, it affects 

people of all ages and socio-economic groups, in both developed and developing countries. 

 

Most of the growing economic literature on obesity focuses on explanations or 

consequences of obesity. In this paper, we aim to expand our understanding of economic 

behaviors that might be linked to obesity. Specifically, through experiments and 

questionnaires, we examine the relationship between body mass index (BMI) and three 

aspects of economic behavior: optimism, risk aversion, and subjective discounting. Our 

subjects are 300 adults, 150 women and 150 men. In order to obtain an unbiased measure 

of their BMI, a nurse measured their height and weight. In addition, all subjects filled out a 

socio-demographic questionnaire. 

 

In order to estimate risk aversion, we conduct an experiment which involves lottery choice 

decisions, according to the method of Holt and Laury (2002). The experiment consists of 10 

pairs of lotteries with different expected payoffs, where one option is safer, and the other 

option is riskier but provides a higher payoff outcome. The behavior of the subjects provides 

an estimate of the degree of their relative risk aversion. We find that obese subjects are less 

risk averse than non-obese subjects, independent of their gender. Moreover, the degree of 

relative risk aversion decreases with BMI. Consistent with the economics literature, our data 

confirms that women are more risk averse than men. 

 

In order to assess subjective discount rates, we conduct another experiment, in which we 

offer the subjects to receive money now instead of receiving money in the future. We find 
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that obese subjects are less able to delay gratification, thus have a higher subjective 

discount rate compared with non-obese subjects. 

 

In order to measure economic optimism, the subjects are asked about their prediction 

regarding the change in a flagship stock exchange index. We find that obese subjects (those 

with BMI above 30) reveal significantly more favorable predictions than non-obese subjects, 

thus exhibiting a larger degree of economic optimism. 

 

Keywords: Obesity, Economic behavior, Risk aversion, Subjective Discounting 
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IS SAVING A MATTER OF MIND-SET? 

 

Rudzińska-Wojciechowska, Joanna 
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Introduction 

 

The ability to make savings is important not only for national economic systems, but it is also 

essential for proper functioning of individual households. Although generally people’s 

attitudes toward saving are rather positive and they express preferences for having money 

to cover unforeseen emergencies, their short-run behaviour is often in conflict with their 
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intention to save for the future. As a result, insufficient savings tops the list of adult’s 

financial worries, as only a fraction of households have enough “rainy day” savings. 

Importantly, research show that the ability to put money aside is influenced not only by 

economic factors (e.g Webley & Nyhus, 2006). Therefore, it is crucial to include psychological 

variables into research which aim to understand saving behaviours of individuals. 

 

In psychology, saving is often considered as a result of a deliberate decision making process 

(Wärneryd, 1999). Although numerous studies have been carried out on saving behaviour, 

only a few have aimed to investigate factors influencing outcomes of these decisions and 

even less employed an experimental design. However, the Construal Level Theory (CLT) 

(Trope & Liberman, 2003) approach seems to allow to fill this gap, as it offers a framework 

for understanding a wide variety of preference reversals (Fiedler, 2007). CLT suggests that 

any action can be construed at varying levels of cognitive abstraction. Events and objects can 

be represented at either higher, more abstract level, involving consideration of 

superordinate goals, desirability, global processing and broad categorisation or a lower, 

more concrete level, involving consideration of subordinate goals, feasibility, local 

processing and narrow categorisations (see: Liberman, Trope, & Stephan, 2007 for an 

extensive review of CLT) ). There are individual differences in the tendency to construe the 

word more or less abstractly (Vallacher & Wegner, 1987), as well as situational factors that 

prompt more concrete or abstract thoughts. The level of construal has been shown to 

increase with psychological distance (i.e. temporal, social ) (Trope & Liberman, 2010) but it 

can also be procedurally primed. A priming task can trigger high or low-level construals that 

influence processing of a subsequent target task. For instance, focusing on why a behaviour 

is done (vs. how) induces high-level (vs. low-level) construals (Freitas, Gollwitzer, & Trope, 

204) as well as generating superordinate categories of objects (vs. subordinate exemplars) 

(Fujita, Trope, Liberman, & Levin-Sagi, 2006) 

 

Research shows that individuals’ judgements, decisions and behaviours differ as a function 

of construal level. For instance, individuals adopting an abstract construal are more likely to 

focus on central features of objects or events than their secondary aspects (Trope & 

Liberman, 2000), object’s desirability rather than feasibility (Liberman & Trope, 1998) or 

arguments in favour rather than against an action (Liberman, Eyal, Trope, & Walther, 2004). 

As a consequence, preferences reversals might be observed if high- and low-level aspects of 

objects or events differ in attractiveness. Importantly, it has been shown that adopting an 

abstract construal may result in greater self-control (Fujita, Trope, Liberman, & Levin-Sagi, 

2006). This also allows people to rise above situational and social influences and, as a result, 

act in line with their values and beliefs (Eyal, Liberman, & Trope, 2008). Based on these 

findings, two studies were conducted to address potential consequences of construal level 

shifting for saving behaviour. 
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Present research 

 

We argue that construal level affects people’s propensity to save. Because high-level 

representations place greater weight on valued goals, people construing events in higher-

level terms may be able to resist the temptation of immediate spending. Two separate 

studies were conducted, in order to examine a hypothesis that enhancing high-level 

construals would lead to greater savings. 

 

Study 1: 

 

Overview 

 

In study 1. participants were induced to high- vs. low-level construals. They were then asked 

to make a series of choices between spending and saving. It is predicted that higher-level 

construals should promote preferences for saving (vs. spending). 

 

Method 

 

Participants and design. We recruited 80 participants (47 women) between working 

professionals. All participants declared that they have their own earnings and try to save 

money. They did not receive any compensation for participation. Participants were randomly 

assigned to either the abstract construal condition or the concrete construal condition. 

 

Construal level manipulation. Participants were told that they were taking part in a study on 

saving. They were handed a survey and asked to fill in open-space questions. There were 

two versions of questionnaires, each containing one of two construal mind-set conditions 

adapted from Fujita et al. (2006). Those assigned to the abstract construal condition were 

asked to consider why they save money and to list at least three reasons for doing so. 

Participants assigned to the concrete construals condition were asked how they save money 

and to list at least three ways of putting money aside. 

 

Saving/spending task. To asses propensity to save, participants were asked „Imagine that 

you have just received a certain amount of money you didn’t expect to get. Decide how 

much money would you save out of it and how much would you spend immediately”. Next 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 291 

they were to make four separate decision referring to the following amounts in Polish zloty: 

100, 500, 1000, 2000 (approximately €25, €130, €250 and €500). 

 

Results and discussion 

 

Data were analysed using a 2-way mixed-design ANOVA with a within-subjects factor of the 

amount of money offered (€25, €130 €250 and €500) and a between-subject factor of 

construal levels (high, low). The dependent variable was the amount of money participants 

decided to save out of a received sum (converted into percentage of the sum). 

 

The predicted main effect of construal level proved to be significant: participants primed to 

high levels of construal decided to save more money (on average 59% of the offered sum) 

than participants primed to low levels of construals (43%), F(1, 77) = 10,417 p ,0,01; η2 = 

0.119. 

 

The main effect of the amount of money offered was also significant: F(3, 231) = 42.198, p 

< .001; η2 = 0.354. The interaction between level of construal and the amount of money 

offered was not significant F(3, 120) = 185; p=0.906. 

 

As predicted participants primed to high levels of construals decided to save more money 

than participants primed to low levels of construals. What’s more, the mind-set 

manipulation used in the study can be also used as an easy self-control strategy helping the 

consumers to reduce consumption. However, the nature of mind-set manipulation, involving 

consideration of one’s goals and dreams, raises the question if the factor influencing the 

propensity to save is indeed the level of construal. In order to clarify this, a second study was 

conducted using mind-set manipulation not related to saving or to participant’s goals and 

plans. 

 

Study 2. 

 

Overview 

 

The goal of study 2 was similar to study 1. However, in the present experiment a different 

mind-set manipulation was employed and the dependent variable was operationalized 

differently. Participants were asked to complete two ostensibly unrelated questionnaires, 

which were in fact a construal manipulation and the main task. Firstly, they were induced to 
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high- vs. low-level construals using previously validated procedures Fujita et al. (2006) 

unrelated to saving. Secondly they were asked to divide unexpectedly received amount of 

money among various options, ranging from long-term savings to spending on luxuries and 

pleasure (Zaleskiewicz, Gasiorowska, & Kesebir, 2013). 

 

Participants and design. Fifty-two University of Warsaw students (46 women) volunteered to 

participate in the study and no compensation was offered. They were tested in groups of 

approximately 20 people. Participants were randomly assigned to either the abstract 

construal condition or the concrete construal condition. 

 

Construal level manipulation. Construal level was primed with a category versus exemplar 

task (Fujita et al. 2006). Participants were presented with 40 words (e.g. dog, car, castle). In 

the abstract-construal condition, participants generated superordinate category for each 

word, whereas in the concrete-construal condition they generated a subordinate exemplar 

for each word. It was demonstrated that the generation of category labels reliably induces 

high-level construals and the generation of exemplars reliably induces low-level construals. 

 

Saving/spending task. In order to asses participant’s willingness to save, we asked them to 

imagine that they got a windfall of 10,000 zlotych (approximately €2500) and have to divide 

this amount between four options: (1) long-term savings; (2) immediate-access savings; (3) 

everyday expenses and (4) luxury, pleasurable consumption and dreams fulfilment 

(Zaleskiewicz et al., 2013). 

 

Results and discussion. 

 

An independent-samples t-test was conducted to compare high and low level construal 

conditions. The dependent variable was the amount of money participants decided to save. 

Answers to options 1 and 2 were summed up to form one variable reflecting total money 

saved. There was a significant difference between the amount of money saved in high-level 

(M=6685,71, SD=2097,21) and low-level (M=5608,33, SD=1519,13) conditions, t(48,74) = -

2,141, p<0.05. The result suggests that people in abstract mind-set tend to save more than 

people in concrete mind-set. 

 

 

 

  



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 293 

General discussion 

 

Across two studies, differing with construal level manipulation and dependent measures, 

those with an abstract mind-set showed an increased willingness to save. Moreover, 

focusing on reasons for saving, rather than means, proved to be an easy self-control strategy, 

which might help consumers to save more. 

 

Research show that decisions reflect subjective construals of events rather than those 

events’ objective features (Fiske & Taylor, 2008). Current experiments show that this applies 

also to saving and spending decisions. The Construal Level Theory (CLT) approach to 

understanding saving behaviour seems to provide a foundation for enlightening the 

problems associated with failure to save. Presented studies show that using an easy self-

control strategy can help reduce present consumption in order to gather means for the 

future, which is crucial to functioning of many households. 

 

Keywords: saving, mental construal, construal level theory 

 

Bibliography: 

Liberman, N., Trope, Y., & Stephan, E. (2007). Psychological distance. In A. W. Kruglanski & E. 

T. Higgins (Eds.), Social psychology: Handbook of basic principles ( Vol. 2, pp. 353-383). New 

York: Guilford Press. 

 

Eyal, T., Liberman, N., & Trope, Y. (2008). Judging near and distant virtue and vice. Journal of 

Experimental Social Psychology, 44, 1204–1209.  

 

Fiedler, K. (2007). Construal level theory as an integrative framework for behavioral 

decision-making research and consumer psychology. Journal of Consumer Psychology.  

 

Fiske, S. T., & Taylor, S. E. (2008). Chapter 4: Representation in Memory. In Social Cognition: 

From Brains to Culture (pp. 75–102). 

 

Freitas, A. L., Gollwitzer, P., & Trope, Y. (2004). The influence of abstract and concrete 

mindsets on anticipating and guiding others’ self-regulatory efforts. Journal of Experimental 

Social Psychology.  



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 294 

 

Fujita, K., Trope, Y., Liberman, N., & Levin-Sagi, M. (2006). Construal levels and self-control. 

Journal of Personality and Social Psychology, 90(3), 351–367. 

Liberman, N., Trope, Y., & Stephan, E. (2007). Psychological distance. In A. W. Kruglanski & E. 

T. Higgins (Eds.), Social psychology: Handbook of basic principles ( Vol. 2, pp. 353-383). New 

York: Guilford Press. 

 

Liberman, N., Eyal, T., Trope, Y., & Walther, E. (2004). The pros and cons of temporally near 

and distant action. Journal of Personality and Social Psychology.  

 

Liberman, N., & Trope, Y. (1998). The role of feasibility and desirability considerations in near 

and distant future decisions: A test of temporal construal theory. Journal of Personality and 

Social Psychology.  

 

Trope, Y., & Liberman, N. (2000). Temporal construal and time-dependent changes in 

preference. Journal of Personality and Social Psychology, 79(6), 876–889. 

 

Trope, Y., & Liberman, N. (2003). Temporal construal. Psychological Review, 110(3), 403–421. 

 

Trope, Y., & Liberman, N. (2010). Construal-level theory of psychological distance. 

Psychological Review, 117(2), 440–463. 

 

Vallacher, R. R., & Wegner, D. M. (1987). What do people think they’re doing? Action 

identification and human behavior. Psychological Review. 

 

Wärneryd, K. E. (1999). The psychology of saving: A study on economic psychology. 

Cheltenham, U.K: E. Elgar. 

 

Webley, P., & Nyhus, E. K. (2006). Parents’ influence on children's future orientation and 

saving. Journal of Economic Psychology, 27(1), 140–164.  

 

Zaleskiewicz, T., Gasiorowska, A., & Kesebir, P. (2013). Saving can save from death anxiety: 

Mortality salience and financial decision-making. PLoS ONE, 8(11). 

 

 

 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 295 

 

 

GENDER AND RISK: EVIDENCE FROM HIGH STAKES EXAMINATION BEHAVIOR 

 

Sansani, Shahar; Horovitz, Arik; Rabinovitz, Yedidya 

 

College of Management, Israel, Israel 

 

As a whole, males have superior labor market outcomes than females. Although part of this 

gap can be explained by human capital accumulation and discrimination, differences in 

preferences and psychological characteristics are increasingly being examined as sources for 

differences in economic outcomes between males and females (Bertand, 2011). There are 

numerous studies that examine differences between genders with regard to risk and 

confidence, finding consistently that women are more risk-averse and less confident than 

men (e.g. Croson & Gneezy, 2009; Eckel & Grossman, 2008). This difference is crucial in the 

labor market because greater risk-taking has been linked to meaningful economic outcomes 

such as earnings (Bonin et al., 2007), migration to different labor markets (Jaeger et al., 

2010), whether one’s pay is incentive based (Grund & Sliwka, 2006), and the likelihood to 

become self-employed (Caliendo, Fossen, & Kritikos, 2009). 

 

In this paper, we estimate differences in risk between genders in a non-laboratory setting 

when a substantial monetary penalty and performance marker are at stake. Specifically, we 

measure the willingness to give up a passing grade on a final exam that determines the 

entire course grade, when the stakes – not passing the retake exam – involves paying for 

(and plausibly attending) the retake course or receiving a lower grade on the exam and, 

therefore, the entire course. 

 

Our study is most closely related to that of Nekby, Thoursie, and Vahtrik (2015), who 

examine the willingness of students to give up quiz grades and retake the quizzes during the 

final exam. We extend their substantial contribution in several ways. First, the decisions we 

examine involve a greater risk since students jeopardize their entire course grade and risk 

either receiving a lower grade for the course, or failing the exam and paying (2500 NIS, $730 

in 2014) for a retake course. The retake course also involves the psychic cost of studying for 

and taking another exam. Second, there are two courses during one year where students did 

not face any risk when retaking an exam because their final grade was the highest score 
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obtained on either exam, which we use as a control group for differences between females 

and males. Third, we are able to examine females and males at different points in time over 

their college career in order to determine whether the gap in risk-taking changes once 

individuals have more information regarding the payoffs or downfalls to risky behavior. 

Fourth, we are able to examine whether differences between female and male aversion to 

risk changes when examining different levels of risk because there are many students who 

retake the exam even when they receive very high grades on the initial exam. Finally, we are 

able to examine students across different courses, and therefore attempt to determine 

more precisely the characteristics of courses that may lead to differential risk-taking 

behavior between females and males. 

 

There are numerous studies examining gender differences in risk-taking, most of which 

occur in experimental settings (Bertrand, 2011). Although experimental studies have their 

advantages, including that researchers have complete control of the experiment and can 

decide precisely the kind of risk they will test, there are also several disadvantages. For 

example, Antonovics, Arcidiacono, and Walsh (2009) find that in the setting they study, field 

and laboratory results match only under certain conditions. Croson and Gneezy (2009) find 

that women are more sensitive to the context of the experimental setting. They also note 

journal bias to publishing papers that find a statistically significant difference between 

females and males. Thus, experimental settings can be manipulated and biased towards 

particular results (Charness & Gneezy, 2012). Experiments also involve a degree of selection 

as subjects may be asked to volunteer to participate in an experiment, so random samples 

may not be included. In our case, we are not hindered by issues of selection – that those 

who volunteer for the experiment are different than those who do not – because our group 

includes all undergraduates. In our setting, all students have the option of retaking the final 

exam if they passed it initially. Because our study involves a high-stakes field study, we are 

able to circumvent some of the disadvantages of laboratory experiments mentioned above. 

 

We determine the differential risk taking of females and males by examining students’ 

decisions to retake a final exam in a course when the entire course grade depends on the 

final exam grade. Every student who passes the first final exam with a score of 60 or above 

faces this decision. They can either keep their passing grade or forfeit their passing grade 

and retake the exam. Retaking the final exam is risky because the student would have to 

retake the course and incur monetary, psychic and other costs if they do not pass the retake 

exam. Retaking the course involves both paying for the course and most likely attending 

classes. Another risk involved with deciding to retake an exam is that the student may 

receive a lower grade on the retake exam and therefore the course. 
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We determine the differential attitudes towards risk of females versus males by estimating a 

linear probability model where retaking the exam is a binary dependent variable and the 

independent variable of interest is a dummy variable representing gender. We run this 

regression on several different samples, including all courses combined, for each course, and 

for each semester. The regressions by course allow us to determine if the differences 

between females and males depend on the characteristics of the course, and estimating 

each semester separately allows us to determine whether the differences between females 

and males change over their college career. For instance, males may initially incur more risk 

than females, but females may, over time, notice the benefits of risky behavior and close 

this gap with their male counterparts. After determining the differential risk taken by 

females and males, we examine whether taking this risk benefited students. We do so by 

comparing, within certain grade intervals, the final exam grades of those who decided to 

retake the exam versus those who did not. 

 

We find that, consistent with the existing literature, overall males take more risk than 

females, with 8.11% of males and 7.22% of females retaking the final exam out of those who 

have the opportunity to do so. We find a 0.012 (on average) statistically significant 

difference between females and males when estimating several specifications of a linear 

probability model which includes controls for age and pre-college exam scores. The 

magnitude of this finding, over 10 percent, is larger than the 3 to 8 percent difference found 

in Nekby, Thoursie, and Vahtrik (2015). We posit that this larger gap is due to the greater 

level of risk involved in our study. 

 

In our control group – one year in which students could sit for the second exam without risk 

because they would receive the higher of the two exam scores – we find that females were 

more likely to sit for the second exam. This finding aids in isolating “risk” as the reason males 

sit for the second exam more than females in the other years, as to our knowledge the only 

difference between the years is the exam policy. Examining student risk-taking behavior 

across courses, we find that in the two Price Theory courses, males are over 40 percent 

more likely to sit for the retake exam than females. The two Price Theory courses are 

considered two of the more difficult courses. The other courses in which males were 

significantly more likely to retake the exam than females are Mathematics B, Principles of 

Macroeconomics, and Econometrics A. Moreover, we find that the difference between 

females and males is not constant over the four semesters that we examine, as it is smallest 

in the first and fourth semesters and largest in the second and third semesters. Finally, we 

find that sitting for the retake exam leads to significantly higher grades overall, suggesting 

that males’ riskier behavior is beneficial. In the sense that these differences in risk-
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averseness hold later in life (and riskier behavior is associated with improved circumstances) 

they may also lead to, and help explain, differential labor-market outcomes. 
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When making reinvestment decisions, rational decision makers should be exclusively guided 

by considerations about future costs and benefits. However, there is a large economic and 

psychological literature indicating that reinvestment decisions seem to be affected by the 

amount of resources that have already been invested in a particular alternative (i.e., sunk 

costs). For example, in one of the decision scenarios of the seminal Arkes and Blumer (1985, 

OBHDP) paper, participants had to decide whether or not to invest the last million $ of their 

research budget into the development of a radar-blank plane, right after they had been 

notified that a competitor had just brought such a plane to market, with much better 

performance and lower costs as their own plane. If no prior resources had been invested 

into this project, most participants refused to make the investment. If, in contrast, already 9 

million $ of a 10 million $ budget had been invested, most participants voted for reinvesting 

the last million $. 

 

In the light of such findings, it has been argued that sunk costs irrationally affect 

reinvestment decisions (for an overview of the literature, see Roth, Robbert, & Straus, 2014, 

Business Research). In striking contrast to this view, Conlon and Garland (1993, AMJ) 
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hypothesized that it is not the sunk costs that irrationally affect reinvestment decisions, but 

rather a variable that is often confounded with the amount of sunk costs, namely the degree 

of project completion. For example, in the above-mentioned example, having already 

invested 9 million $ also meant that the project was 90% completed. In their project 

completion hypothesis, Conlon and Garland state that individuals are motivated to complete 

what they start, and that this motivation gets stronger the closer one is to completion, 

thereby even overriding rational concerns. 

 

The most comprehensive test of this hypothesis was conducted by Boehne and Paese (2000, 

OBHDP). Boehne and Paese provided their participants with a decision scenario about a real 

estate project where the participants had to decide whether this particular project should be 

continued or abandoned (in favor of investing the money in other projects that had a fixed 

expected return). Boehne and Paese orthogonally manipulated the amount of sunk costs, 

the degree of project completion, and the selling price of the project when it was being 

finalized. They found that both the subjective desire to complete the project and a 

dichotomous measure of whether or not the participants recommended completion of the 

project were strongly influenced by the extent to that the project was already completed, 

whereas the sunk cost manipulation had no effect, and reactions to the expected future 

outcomes (selling price minus costs, relative to what would be gained from investing the 

money in other projects) showed only little evidence of rational considerations. These 

findings gave rise to the conclusion that a project completion motive is the dominant driving 

force in reinvestment decisions as compared to a sunk cost motive or a rational profit 

motive. 

 

In our view, this conclusion might be premature. In the Boehne and Paese (2000) study (as in 

previous studies on this topic), participants had a dichotomous choice between either 

continuing one particular project or withholding the money for other purposes, and if high 

vs. low completion of this particular project affects the participants’ ratings about their 

desire to complete the project more than high vs. low sunk costs, or high vs. low return on 

invested capital do, it is inferred that project completion concerns are more important to 

participants than sunk cost concerns or rational considerations are. This is a bit like trying to 

determine moviegoers’ preference for either action or love movies by providing some of 

them with the choice between a movie with many (vs. only a few) action scenes and a movie 

without any action scenes at all, and the others with a choice between a movie with many 

(vs. only a few) love scenes vs. a movie without any love scenes at all, and then measure 

which of the two manipulations has a stronger effect on participants’ relative preferences 

for the two movies. Whereas this has some plausibility going for it, a more direct way to 

answer the same question would be to simply let the moviegoers choose between an action 
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movie and a love movie - and this is exactly the logic of the approach that we took in our 

study. 

 

Experiment 1: 

 

Before we could meaningfully apply our new method of pitting project completion against 

sunk costs and rational considerations, we first had to check whether the original findings by 

Boehne and Paese (2000) could be replicated when using their own method. Therefore, 

Experiment 1 was a full replication of the Boehne and Paese (2000) study. 414 

undergraduate and graduate students were given translated versions of the original real 

estate investment scenarios used by Boehne and Paese, with orthogonal manipulations of 

the degree of project completion, amount of sunk costs, and selling price of the project. In a 

nutshell, we obtained similar results as Boehne and Paese (2000) did in their original study 

(described above), showing that these findings are indeed robust. 

 

Experiment 2: 

 

Instead of being provided with one particular investment project and deciding whether to 

continue or abandon this project, the participants in Experiment 2 were provided with three 

different investment projects and had to decide which of them should be continued. Each of 

the three projects was designed to fulfill one of the three motives under consideration: For 

one of the projects (which we will call „sunk cost project“ further on), sunk costs were four 

times as high as for each of the other two ones. Another project (the „project completion 

project“) was four times as close to completion than the other two. Finally, for the third 

project (the „profit motive project“), the marginal profit that resulted from completion (the 

participants had to calculated this marginal profit on the basis of information about costs, 

project completion, and selling price) was four times as high as the marginal profit of each of 

the other two projects. In our sample of 80 university students, 61 participants (= 76%) 

decided in favor of the profit motive project, whereas only 12 participants (= 15%) decided 

in favor of the sunk cost project, and only 7 participants (= 9%) voted for the project 

completion project. This predominance of rational decisions held independent of whether or 

not the overall achievement of the projects was a loss or a gain, although the relative 

amount of sunk cost decisions was somewhat higher in the loss than in the gain version of 

the questionnaire. Further findings for additional dependent variables confirmed this 

pattern. 
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Experiment 3: 

 

In Experiment 3, we replicated the method and design of Experiment 3, but this time we 

weakened the profit manipulation relative to the other two manipulations. In other words, 

whereas the sunk costs of the sunk cost project were still four times as high as the sunk costs 

of each of the other two projects, and whereas the project completion project was still four 

times as close to completion as the other two projects were, the marginal profit of the profit 

motive project now was only twice as high as the marginal profit of each of the other two 

projects. Nevertheless, choices were still dominated by rational considerations: Of the 91 

university students in our sample, 60 (= 66%) decided for the profit motive project, whereas 

only 21 (= 23%) chose the project completion project, and only 10 (= 11%) voted for the sunk 

cost project. Again, this predominance of rational decisions held for both the loss and the 

gain version of the questionnaire, although somewhat more sunk cost and project 

completion decisions occurred in the loss as opposed to the gain version. 

 

Taken together, the results of our experiments imply that previous findings allegedly 

demonstrating a dominant role of project completion considerations in reinvestment 

decisions might be an artifact of the rather indirect testing method used in these studies. 

Although we were able to replicate the predominance of project completion effects when 

using the same indirect method (described above) that was used in the original studies, the 

pattern completely changed if the participants had to make direct choices between projects 

that either fulfilled a desire for project completion, or a desire to reinvest in an alternative 

with high sunk costs, or a desire to maximize the marginal gain of a project: In this case, the 

vast majority of participants abstained from letting sunk cost or project completion 

considerations affect their choices, and rather voted for the alternative that promised to 

have the largest marginal gain. 

 

On a theoretical level, we feel that our method of letting participants directly choose 

between sunk cost, project completion, and profit motive projects is a more informative test 

of the relative importance of the forces dominating participants’ reinvestment behavior than 

the rather indirect method previously used. On top of that, we also think that it is the more 

practically relevant one: In real life, money is a scarce resource and, as a consequence, we 

usually cannot continue everything that we start. With regard to that, it is good to know that 

people might prioritize these projects in a much more rational way than we have previously 

thought. 

 

Keywords: sunk cost effect, project completion, reinvestment decisions 
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INTRAHOUSEHOLD RESOURCE ALLOCATION IN JAPAN 

 

Sekijima, Kozue 

 

Osaka University, Japan 

 

The present contribution aims at clarifying impacts of a wife’s bargaining power on 

consumption allocation within a family. The analysis is based on a collective model where 
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each household member has his/her own utility, maximizing the entire family welfare 

composed of each member’s utility. We focus on the wife’s relative income to the husband’s 

as the wife’s bargaining power within the household, and investigate whether it alters the 

expenditure share for individual household members. With the Japanese Panel Survey of 

Consumers (JPSC) which contains exhaustive information on consumption expenditure, we 

provide the estimates controlling for unobserved individual heterogeneity. The results show 

that the wife’s bargaining power does affect the allocation of the household resources 

among the members. Concerning the children, the increase in the wife's power raises the 

childcare expenditure compared to the husband's expenditure. 

 

Keywords: intrahousehold resource allocation, collective model, childcare expenditure 
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ECONS’ MAXIMUM UTILITY AND HUMANS’ WELL-BEING GROWTH 
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This paper investigates the properties of human welfare, with the objective of establishing a 

theoretical platform for analyzing fluctuations in well-being over the lifecycle. The core 

theoretical inquiry focuses on the growth of well-being. Does well-being grow over time? 

Are changes in well-being permanent or transitory? How do economic and social conditions 

affect well-being fluctuation over the lifecycle? How can public policy create the conditions 

for greater well-being? Answering these questions is crucial for analyzing human behavior, 

and for designing proper public policy. 

 

In the social sciences, two competing perspectives are used for dealing with these questions. 

One is a psychological perspective based on the “set point theory” in which each individual 
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has a base line of happiness determined by genetics and personality. The second perspective 

is held by mainstream economists who argue that the utility of the rational person or Econ, 

can grow permanently due to positive changes in pecuniary resources. 

 

We suggest that at any point in time Humans, contrary to the assumptions about the 

behavior of Econs, do not maximize their well-being. In every stage of the life cycle, Humans 

make bad decisions regarding the components of their well-being: they allocate their 

pecuniary resources, time and effort incorrectly between goods and activities that greatly 

affect their well-being. This is not because they are unaware of the predictions made by 

standard consumer theory, but rather because their decisions are biased due to limited 

cognitive abilities and problems of self-control. For that reason, this paper does not analyze 

the conditions for optimal allocation of money, time and effort, which would effectively be 

describing the conditions for an Econ’s maximum utility. Rather, we suggest a novel 

theoretical framework for describing the material and immaterial determinants of well-being 

at a point in time. We also analyze how changes in Humans’ behavior might improve the 

allocation of the means for well-being, which would cause an increase in the level of Humans’ 

well-being at a given level of pecuniary resources. The theoretical framework is based on the 

notion that well-being requires people to act as an active producers as well as consumers. 

 

We define two welfare domains: One is material, representing utility from market purchases 

(i.e., material consumption); the other is spiritual, representing utility from interactions of 

human effort within the circumstances of a person’s life. These interactions represent the 

immaterial consumption that provides most of life’s pleasures. We suggest that the means 

for material welfare is real income but the transformation of pecuniary resources into 

material well-being is idiosyncratic because it also depends on philosophy of life. Differences 

in philosophy of life might explain why two people with the same pecuniary resources, 

ceteris paribus, experience different levels of material well-being. 

 

Based on this theoretical framework, we analyze four initial states in which Humans do not 

maximize their well-being and discuss the possible changes in human behavior that could 

potentially lead to the growth of well-being: First is changing dysfunctional perspectives on 

life and adopting a new philosophy of life. Second is forgoing some material welfare in the 

present in order to construct new well-being capital during leisure, to enable creative and 

pleasurable experiences in the future. Third, increasing the consumption value of work per 

se by exerting more creative effort in either a current workplace, or by changing workplace. 

We demonstrate that changing to work that pays less but is more intrinsically rewarding may 

improve overall well-being. The fourth is improving the quality of leisure time by exerting 

creative effort in order to accumulate new well-being capital or by making the current 
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leisure more productive. The theoretical framework promotes better understanding the 

state of well-being by both economists and policy-makers. 

 

Keywords: well-being, growth, Econ, Work, leisure, Human capital 
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EXTRINSIC INCENTIVE OF RISK SHARING AND TRUST FORMATION: EXPERIMENTAL AND SURVEY 

EVIDENCE FROM BANGLADESH 

 

Shoji, Masahiro 

 

Seijo University, Japan 

 

Using data from a unique household survey and an artefactual field experiment conducted in 

rural Bangladesh, this study tests the impact on trust among villagers of the extrinsic 

incentive to maintain risk sharing arrangement. The incentive is characterized by the 

patterns of exogenous income shocks in the real world and trustee’s risk preference, and 

trust is elicited experimentally. The incentive can facilitate trust by increasing opportunities 

of cooperation, although it may rather crowd out social preference. The empirical result 

demonstrates positive impact. This result also suggests why social proximity fails to predict 

trust in some of previous studies. 
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INSTITUTIONAL VERSUS LABOR MARKET DISCRIMINATION: THE CASE OF ISRAELI ARABS 

 

Siniver, Erez (1); Epstein, Gil S. (2); Gafni, Dalit (1) 

 

1: The College of Management, Israel; 2: Bar-Ilan University 

 

Economic outcomes are compared between Jewish and Arab university graduates in Israel. A 

unique dataset is used which includes all individuals who graduated with a first degree from 

universities and colleges in Israel during the period 1995-2008. The findings show that the 

wage gap between Jewish men and Arab men is a result of differences in skills that the 

workers bring to the labor market rather than racial discrimination against Arab men. Thus, 

there is no wage gap between Jewish men and Arab men with the same skill levels and 

human capital. In contrast, among women there exist wage gaps that are the result of 

statistical discrimination. The wage gap between Israeli Jewish women and Israeli Arab 

women with psychometric entrance score of 600 disappears after five years in the labor 

market. The difference in average psychometric entrance test scores between Israeli Arabs 

and Israeli Jews tends to indicate the existence of institutional discrimination in the 

allocation of public investment in education as opposed to labor market discrimination. 
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The wages of Jews are higher than those of Arabs in Israel. It appears that the gap remains 

even when one controls for all the measures of human capital, such as education, 

occupation, etc. The issue to be studied here is whether this is statistical discrimination. 

 

The subject of the research is not a new one. Numerous studies have been done on 

discrimination, particularly in the US. Neal and Johnson (1996) looked at the wage gap 

between whites and Afro-Americans in the US and found that when controlling for Armed 

Forces Qualifying Test (AFQT) scores, the wage gap between Afro-Americans and whites 

narrows to only 7 percent in favor of the latter and is not statistically significant. The 

conclusion from such findings is that the wage gap between whites and Afro-Americans is 

due to differences in the skills workers bring to the labor market, rather than racial 

discrimination. 

 

In contrast, Lang and Manove (2011) found that education should be controlled for, in 

addition to AFQT scores. When this is done, the wage earned by white workers is higher 

than that of Afro-Americans and the difference is statistically significant. The difference may 

be explained by racial discrimination against Afro-Americans. Lehmann (2011) compared the 

advancement of Afro-American lawyers and found that when all human capital 

characteristics are controlled for, white lawyers are still in higher positions than Afro-

American lawyers after seven years. Similarly, the percentage of white lawyers that become 

partners in law firms is higher than that of Afro-American lawyers. 

 

The dataset used, which includes all individuals who graduated university or college with a 

first degree during the period 1995-2008, enables us to answer the question of whether the 

wage gap between Jews and Arabs is due to racial discrimination or statistical discrimination. 

The dataset includes annual salary, name of the university or college from which the 

individual graduated occupation and psychometric entrance test (PET)** score. 

 

If it is found that the wage of a Jewish worker is higher than that of an Arab worker, it may 

be that employers in Israel have better information on the quality of a Jewish worker than 

an Arab worker. However, if that is the reason for the wage gap, then the wage gap should 

decline with number of years in the labor market, since employers should become 

increasingly able to evaluate the skills of the their Arab workers as time passes. Therefore, 

the wage gap between Arab and Jewish workers with the same characteristics and skills 

should close over time. If after a number of years in the labor market, the wage gap does not 

close, then racial discrimination against Arab workers is indicated. 
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The findings show that if human capital characteristics are not controlled for, the initial wage 

gap between Arabs and Jews is 36 percent in favor of the latter. This gap grows to 46 

percent after seven years in the labor market. If human capital characteristics, apart from 

the PET score, are controlled for, then the initial wage gap is only 5 percent and grows to 

21percent after seven years in the labor market. When the PET score is also controlled for, 

the findings for men and women are no longer the same: for men, there is no wage gap over 

time between Jews and Arabs while for women the difference in the return on work 

experience between Jews and Arabs is negatively correlated with the PET score. Among 

women with a PET score of 600 or more, the wage gap closes after four years in the labor 

market. 

 

The fact that the average score of Israeli Arabs is lower than that of Israeli Jews may indicate 

the existence of institutional discrimination, which is the result of differences in public 

investment in education between Jews and Arabs, as opposed to labor market 

discrimination. 

 

Previous studies of the Jewish-Arab wage gap in Israel found that Israelis earn more than 

Arabs and that the difference grows with years in the labor market. These studies controlled 

for human capital characteristics but not for the worker's level of skills, as represented here 

by the PET score. When the PET score is not controlled for in the regression, we obtain 

similar results to those of previous studies. Similarly for the population as a whole, if one 

does not control for human capital, the Jewish-Arab wage gap during the first year following 

graduation is 36 percent, which increases to 46 percent after seven years in the labor market. 

If human capital is controlled for, then the initial wage gap is about 5 percent, increasing to 

about 21 percent after seven years. 

 

If, in addition to human capital, one also controls for the PET score, then from a score of 600 

and above the Jewish-Arab wage gap decreases with years in the labor market. In other 

words, among highly-skilled workers (with PET scores of over 600) who apparently have jobs 

that require a higher level of ability (and probably pay a higher wage) the wage gap narrows 

with years in the labor market. At this level of skill, the employer apparently cares more 

about ability and less about other aspects of the workers. 

 

When the sample is differentiated by gender, the picture changes. For men, the initial wage 

gap is 33 percent when human capital and the PET score are not taken controlled for, which 

increases to 60 percent after seven years. When human capital is controlled for, the initial 

wage gap is close to zero and grows to 26 percent after seven years. When, in addition, the 
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PET score is controlled for, the results are similar to those of Neal and Johnson (1996), 

according to which the initial wage gap is close to zero. In addition, the difference in return 

on experience in the labor market between Jewish men and Arab men is not statistically 

significant. The results lead to the following conclusions: 1) The Jewish-Arab wage gap is a 

result of differences in skill levels which the workers bring to the labor market, rather than 

racial discrimination against Arab men. 2) There is no wage gap between Jews and Arabs 

with the same skill levels and the same human capital characteristics. 

 

A different picture is obtained for women. Thus, if human capital and the PET score are not 

controlled for, then the wage gap is 41 percent during the first year following graduation, 

which is maintained over time. When human capital characteristics are controlled for, the 

initial wage gap is about 9 percent which increases to 18 percent after seven years in the 

labor market. When the PET score is also controlled for, the initial wage gap is about 10 

percent. Among women with PET scores of less than 500, the wage gap grows to 22 percent 

after seven years in the labor market, in contrast to the wage gap among women with PET 

scores of above 580 which declines with years in the labor market. The higher is the PET 

score, the more rapidly the wage gap is closed. 

 

We can conclude that the wage gap between Jewish women and Arab women is a result of 

statistical discrimination and that the labor market reveals the skills of Arab women with a 

high PET score faster than it does in the case of Arab women with a low PET score. The wage 

gap between Jewish women and Arab women with a PET score of 600 disappears after five 

years in the labor market; for a PET score of 650 it disappears after three years; and for a 

PET score of 700 it disappears after two years in the labor market. 

 

** The Psychometric Entrance Test (PET) is a standardized test in Israel, generally taken as a 

higher education admission exam. The PET covers three areas: mathematics, verbal 

reasoning and the English language. It is administered by the Israeli National Institute for 

Testing and Evaluation (NITE) and is heavily weighed for university admissions. The PET is a 

tool for predicting academic performance, and is used by institutions of higher education to 

screen applicants for the various departments. The test ranks all applicants on a uniform 

scale and, compared to other admissions tools, is less affected by differences in applicants' 

backgrounds or other subjective factors. A large body of research demonstrates the high 

predictive ability of the Psychometric Entrance Test. In general, students who received high 

Psychometric Entrance Test scores are more successful in their academic studies than 

students who received low scores. The max score in the PET is 800 and the min score is 200. 

The scores 800 and 200 are absolute and are reserved uniquely for applicants who have 

answered all questions correctly and none of them correctly, respectively. 
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The purpose of this research is to examine the impact of investor experience on decision-

making in private equity. In particular, our study explores the dual process of thinking (i.e. 

system 1 versus system 2) extant in theories of reasoning, judgment, and cognition 

(Kahneman, 2011). System 1 processes occur rapidly and automatically as heuristics, which 

contrasts to the more analytic, deliberative processes of system 2 thinking (Slovic et al., 

2002). Applied to the context of investment decisions, issues remain on understanding the 

role of experience in shaping the specific processes used by individuals when evaluating 

opportunities. In particular, does experience impact the process of thinking utilized? If 

relying on system 1 processes, do the types of heuristics used vary by decision-maker? 

Furthermore, little is known empirically about how investors learn from their experiences 

(Kaustia & Knüpfer, 2008). 

 

To examine the role of investor experience, we utilize a protocol analysis by asking subjects 

to think aloud and verbalize their reasoning on potential opportunities. Think aloud 

protocols are seen as an effective method for exploring cognitive processes (e.g. Ericsson & 

Simon, 1993; Sudman et al., 1996). The protocols represent actual teasers, a one-to-two 

page summary of an investment opportunity that is standard in initial reviews for private 

equity. To limit possible bias in preferred investments, we presented four teasers to each 

participant, representing diverse capital opportunities within the middle market. Our data 

was collected from two groups. The first represent experienced investors: business 

development officers at twenty private equity groups, who routinely make multi-million 

dollar purchases of existing businesses. The second consists of thirty graduate students in 

business (i.e. MBA, DBA), potentially representing new hires in private equity and hence 

novice decision-makers. 

 

Our results suggest a number of insights. First, the nature of heuristics used to make private 

equity decisions varies across the level of experience. More sophisticated investors utilize a 

variety of idiosyncratic heuristics, defaulting to familiar options or affective evaluations. 
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Indeed, greater experience creates a rich affect pool by which to draw upon to make 

subsequent decisions. In support of reinforcement learning, these affective evaluations stem 

from an updating of cognitive representations: perceived risk lessens when specific stimuli 

or previous actions are associated with favourable outcomes. In contrast, novice investors 

attached greater value to investment options that readily come to mind or were more easily 

recognized, thereby suggesting a role for attribute substitution. Second, novice investors 

were also more likely to examine potential opportunities in line with standard “textbook” 

treatments on resource allocation. Given less familiarity with the decision context, the 

effortful operations of System 2 processes were more likely to be mobilized by novice 

investors. 

 

Keywords: Affect, Dual process of thinking, Private equity 

 

 

RATIONALITY: COMPENSATORY VS. NON-COMPENSATORY DECISION STRATEGIES 

 

Sleboda, Patrycja 

 

Warsaw University of Social Science and Humanities, Poland 

 

1. The aim of the studies 

 

In the traditional approach, rational decision is directly related to integration of outcomes 

and probabilities in a compensatory way, where chosen option is the one with the highest 

weighted sum of scores on all attributes (MAU). Trade-offs are necessary and one has to 

create a global evaluation. Thus, MAU requires: (1) a systematic integration of information, 

(2) inter-dimensional trade-offs, (3) global evaluation of each option separately, (4) a choice 

of option with the highest weighted sum. A number of studies (e.g. Einhorn, 1974; Payne, 

1976) show that people are unable to integrate a large amount of information. Georg 

Miller’s (1956) studies on “magical number 7” show that human’s mind capacity is limited 

and at the same time can operate on 7 plus/minus 2 information. Thus, to reduce cognitive 

load, people eliminate some information at the beginning of the deciding process (e.g. Payne, 

Bettman, Johnson, 1993; Tversky, 1969). Thus, reduction of cognitive load might be one 

reason that people do not select in line with MAU model. 
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Another important reason might willingness to avoid trade-offs. Imagine that one can 

choose the option that let to be at the same time young, healthy, beautiful, intelligent, 

educated and rich. Choosing this option corresponds to any definition of rationality and 

probably everyone would do so. Unfortunately, in a real life situation we are usually faced 

with choices without such dominant option, being forced to compensate attributes. How 

people solve such conflicts? There are many empirical examples that people are not willing 

to make trade-offs and sometimes trade-offs are not possible. The question is whether 

avoiding trade-offs is always irrational? 

 

One answer came from Herbert Simon (1957), who proposed the conjunctive rule (CON): an 

option is satisficing, when all its attributes meet at least minimum level of satisfaction. In 

light of Simon’s concept of bounded rationality, this non-compensatory strategy still can be 

rational, in particular, when people fulfill basic axioms of Utility Theory (UT) like symmetry or 

transitivity. Note, the conjunctive rule not always enable to diminish cognitive effort. 

 

On the other hand, other non-compensatory strategies applied by people might lead to 

choices that do not obey such axioms. For example, when people use the lexicographic rule 

(LEX) (Fishburn, 1970), they compare options along the most important attributes, 

neglecting the others, what might lead to intransitivity of choices (e.g. Luce, 1956, Luce, 

Bettman & Payne, 2000; Tversky, 1969) 

 

On the basis of the above considerations, the aim of the study is designed to check what 

accounts better for deviations from MAU strategy – reduction of cognitive load or avoidance 

of trade-offs. As noticed above, CON is an example of trade-offs avoidance and not 

necessarily reduction of cognitive load. It was hypothesized that: 

 

Hypothesis 1: Despite CON is a non-compensatory strategy, when faced with conflict - 

decisions based on this rule are rational, if they follow UT axioms. 

 

Hypothesis 2: In contrast, using LEX rule might lead to irrational decisions that do not obey 

such axioms. 

 

Additional research questions are: 1) does using compensatory vs. non-compensatory 

strategies influence one’s confidence that the choice was right? 2) what is the relation 

between rationality defined by consistency with the UT axioms and rationality defined 

within psychological Dual-Process Theories , 3) do individual differences in cognitive styles 
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influence decision strategies (Epstein REI scale)? 4)are cognitive limitations only reason for 

irrational decision? 5) do trade-offs always lead to correct decision? 6) is it possible to stay 

rational and use non-compensatory strategies? 

 

Taking into account that psychologists propose a different definition, i.e. using System 2 

while solving tasks, I would also like to check the relation between these two concepts of 

rationality. 

 

The issue is subjective confidence that the choice was right while using compensatory vs. 

non-compensatory strategies. 

 

4. Analysis, design, implementation and interpretation of results 

 

To verify whether criteria of rationality can be obey when linear model is not use because of 

conflict and not because of cognitive effort I the studies there were following manipulations: 

(1) one group of participants (Experiment 1) made abstract choices (2) the other one made 

specific choices (Experiment 2). I assumed that during the selection between two abstract 

options, i.e. both described only by scores and weight on abstract dimensions, it would be 

no conflict. Abstract tasks are treated as a logical problem to solve. For specific choices 

between two options described on specific attributes would be a conflict. Thus, it would less 

frequent use of MAU rule than CON rule. 

 

As for the relation between the definition of rationality as acting in line with UT axioms vs. 

the psychological definition of rationality, both concepts were measured. The first one 

through the construction of choice options (see below) and the second one with the aid of 

the short REI-24 (Pacini & Epstein, 1999). 

 

Experiment 1. Participants chose 39 times one out of two abstract options described on 6 

attributes. Weights were defined as the extent to which one could predict a correct choice. 

There were 3 more important attributes (with equal weights) and 3 less important (with 

equal weights). A chosen option indicated which strategy was used: MAU, CON or LEX. 

Configuration of sets of choices allowed to check whether choices are consistent with 

symmetry and transitivity axioms. For example, there were three choices such as (numbers 

represents score): 

 

Choice 1: Option A (70, 30, 50) vs. Option B (50, 50, 50) 
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Choice 2: Option C (70, 50, 30) vs. Option B (50, 50, 50) 

 

Choice 3: Option A (70, 30, 50) vs. Option D (30, 70, 50) 

 

The choice of option A and C over B implies the choice of Option A over D. 

 

Experiment 2. Participants were faced with 18 choices where they were asked to choose one 

out of two job candidates, described on 6 attributes. The descriptions of candidates were 

constructed such as respondents’ choices point at using either CON or LEX rule. As in 

Experiment 1, configuration of sets of choices let to check whether choices are consistent 

with symmetry and transitivity axioms. 

 

Two hundreds and two Israelis via Internet participated in these experiments (Exp.1 – 102 

and Exp. 2 – 100). 

 

5. Results 

 

In Experiment 1, as it was expected when the number of information was low (“easy 

choices”) MAU strategy was most frequently used. 44% of participants decide in line with 

MAU strategy in all 6 “easy” choices that they were faced. Only 4% of this group used MAU 

systematically in “difficult” decisions. 

 

76% responders obeyed the axiom of consistency. With more difficult choices in which 6 

attributes differ people were not highly transitive. 

 

Experiment 2. The preliminary data show that people were highly transitive with their 

choices. Also, participants ignore assigned weight and decide in line with their own set 

“best”/”more important” attribute. Those who choose an option because of attribute 1 

when faced with decision where attribute 1 was with low score chosen CON rule to avoid 

trade-offs. What is more, the consistency with the symmetry and transitivity axioms was 

higher among those who used the CON rule. Global confidence was lower than in 

Experiment 1. 
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6. Conclusions and future work 

 

The obtained results point that: 

 

1) the expectations about no conflict in abstract choices and conflict in specific choices 

seems to be supported 

 

2) in conflict choices using of CON strategy is related to obeying axioms. 

 

Keywords: compensatory and non-compensatory decision strategies, conflict, rationality 
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PORTFOLIO SELECTION IN BULL AND BEAR MARKET: THE ROLE OF ASPIRATIONS, SENSATION 

SEEKING, AND AFFECT IN INVESTMENTS 

 

Sokolowska, Joanna 

University of Social Sciences and Humanities, Poland 

 

Aims 

 

The question addressed here is whether models of choice that include aspirations and 

individual differences in focus either on good or on bad outcomes of a risky option, might 

account better for actual choices than the classic portfolio theory (Markowitz, 1952). 

 

It is assumed that investment strategies are related to an investor’s objectives/aspirations. 

An investor with high aspirations pays more attention to the best outcomes than to the 

worst outcomes. In contrast, low aspirations might lead to attention focus on the worst 

outcomes. This might further lead to different evaluation of attractiveness of the risky 

options, as proposed by Lopes (1990; Lopes, Oden, 1999) in her Security-

Potential/Aspirations (SP/A) model and by Shefrin and his colleagues (Shefrin, Statman, 

2000) in the Behavioral Portfolio Theory (BPT). Under the assumption that investment 

strategies follow from aspirations, it was expected that investors might apply risk-avoiding 

strategies in a bear market and risk seeking strategies in a bull market. 

 

The same authors (Hoffman, Shefrin, Pennings, 2010; Lopes, 1990) also claim that individual 

differences in focus either on security or on potential influence risky choice. Such differences 

determine decision weights assigned to the best and the worst outcomes. This, in turn, 
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results in different evaluation of attractiveness of a given risky option. Thus, one might 

expect that such individual differences either reinforce or weaken the relation between 

aspirations and risk-seeking/avoiding strategies. 

 

Thus, in Experiment 1 it has been investigated (1) whether investors apply risk-seeking 

strategies in a bull market and risk-avoiding strategies in a bear market and (2) whether this 

relation is affected by individual differences in focus on either security or potential. 

 

In a follow-up Experiment 2, the SP/A model and the BPT were compared to the affect 

heuristic proposed by Slovic and colleagues (Alhakami, Slovic, 1994; Finucane, Alhakami, 

Slovic, Johnson, 2000; Slovic, Finucane, Peters, MacGregor, 2004). According to the affect 

heuristic, affect is the main factor that determines investments (MacGregor, Slovic , Dreman, 

Berry, 2000). The goal of Experiment 2 was to check what accounts better for actual choices 

– investor’s aspirations and focus on security vs. potential or affect related to funds included 

in the investment options. 

 

Method 

 

Experiment 1. In this experiment, carried out on 292 private investors via the Internet, 

respondents were assigned to one of two groups. The first group was asked to assume that 

they would be selecting portfolios in a bull market. In contrast, the second group was asked 

to assume that they would select portfolios in a bear market. Groups were presented with 

the respective description of market trends, based on 3 macroeconomic and 3 stock market 

indexes. 

 

Respondents chose one of 4 portfolios that consisted of shares of two firms A and B, which 

differed in return rate and its standard deviation. Firm B always had lower return rate and 

variance than firm A. Respondents were given this information and graphics illustrating ten-

year return rate for both companies. There was no other information about firms A and B. 

 

Three sets of portfolios were constructed for the bull and bear markets such that the basic 

one, used in both situations, was rescaled by factor 1.2 and 1.5 for the bull market and by 

factor 0.3 and 0.5 for the bear market. 

 

The standard deviation was treated as the index of risk of a portfolio. To check whether 
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respondents perceived risk according to the experimental assumption, they were asked to 

rate riskiness of each portfolio from 0 (not risky at all) to 100 (very risky). 

 

The individual differences in sensation seeking were measured with the aid of SSS-V 

(Zuckerman, 1994). This measure was treated as a proxy for individual differences in the 

focus on either security or potential. 

 

Experiment 2. To investigate the influence of affect on choices, the same experimental 

design was applied. The portfolios, however, consisted of shares of two firms that 

represented specific industrial branches evoking either positive or negative affect. On the 

basis of a pilot study, insurance and developers were selected as such branches, respectively. 

In one group (N=122) the affect evoked by the branch was consistent with information 

about return rate and its variance. In the second group (N=193), the affect was in conflict 

with such information. 

 

This was checked with the aid of 9 semantic differential scales at which respondents 

evaluated these branches with respect to affect, payoffs and their probabilities, and the 

probability that they would invest in a given branch. 

 

Results 

 

Experiment 1. Risk judgment was related to the variance of return rate. The average risk 

rates for 12 portfolios were a linear function of the variance (R2=0.76 and 0.92, p=0.001 for 

the bear and a bull market, respectively). Risk attitudes were significantly correlated with 

individual differences in sensation seeking for both markets (Pearson r = 0.32, p=0.001). 

Respondents also chose risky portfolios in the bear market less frequently than in the bull 

market. For example, for the set presented to both groups, 75% of respondents chose the 

two more risky portfolios in the bull market but only 58% in the bear market (chi_sq=34.55, 

p<0.001). The acceptance rate for 12 portfolios was best described by a power function with 

the exponent equal to 0.80 (R2=0.77) in the bull market. In contrast, no relation between 

acceptance rate and return or its variance was identified in the bear market. 

 

Experiment 2. In Group 1 in which the affect evoked by the branch was consistent with 

information about return rate and its variance risk judgment was strongly related to the 

variance of return rate. The average risk rates for 12 portfolios were a linear function of 

variance (R2=0.73 and 0.82 for the bear and the bull market, respectively). Risk attitudes 

were significantly correlated with individual differences in SSS in both the bull and bear 
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markets (Pearson r = 0.31, p=0.015 and 0.38, p=0.002, respectively). For the set presented to 

both groups 55% and 40% of respondents in the bull and the bear market, respectively, 

chose the two most risky portfolios (chi_sq=13.22, p<0.05). No relation between the 

acceptance rate and return or its variance was identified in either market. 

 

In Group 2 in which the affect evoked by the branch was in conflict with the information 

about return rate and its variance risk judgment was strongly related to the variance of 

return rate. The average risk rates for 12 portfolios were either a linear or a logarithmic 

function of the variance of return (R2=0.95 and 0.98) in the bull market. In the bear market, 

they were described by a logarithmic function of the variance of return (R2=0.74). In this 

group, risk attitudes were not significantly correlated with individual differences in SSS both 

in the bull and bear markets, and they were similar in both markets. The acceptance rate for 

12 portfolios was poorly described by return rate, its variance and perceived risk. 

 

Additional, interesting results were obtained from the second part of Experiment 2 in which 

respondents evaluated two branches represented in portfolios with respect to affect, return, 

losses and their probabilities, perceived risk of investments, and the probability that they 

would invest in a given branch. First, in contrast to predictions of affect heuristic, no inverse 

relation between judgments of risk and return was observed in either experimental group. 

Instead, these judgments were positively correlated. Two factors emerged from the Principal 

Components Analysis performed on the evaluations on a semantic differentials scale. The 

first one included risk rates and amount and probability of loss. The second one included 

rates of affect and probabilities of gain and investing in a given branch. This leads to a 

conclusion that judgments of risk and affect are independent, whereas judgments of 

probability of investments and affect are related. 

 

Conclusions 

 

The results support the view that including aspirations and individual differences in models 

of risky choice, as proposed in the SP/A and BPT, might account better for actual choices 

that the portfolio theory. 

 

Independence of risk judgment of affect and its dependence on acceptance supports the 

views that risk judgment and risk acceptance are independent processes, as assumed in Risk-

Value models. 
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RATIONALITY AND PSYCHOLOGICAL ACCURACY OF COMPENSATORY VS. NON-COMPENSATORY 

MODELS OF A RISKY CHOICE 

 

Sokolowska, Joanna 

 

University of Social Sciences and Humanities, Poland 

 

Four experiments were carried out to investigate psychological accuracy of risky choice 

models related either to classical or bounded rationality assumption. In line with the former, 

individuals trade-off outcomes and probabilities and choose the option with the highest 

weighted sum. Cumulative Prospect Theory (CPT) represents such models. In contrast, in 

models based on bounded rationality assumption, such as Priority Heuristic (PH) or 

Maximization of Cumulated Probability of Winning (MCPW), there is neither trade-off 

between payoffs and probabilities nor complex information integration, since choice is 

based on dimension-wise comparisons. The latter models differ in emphasizing the 

significance of either the amount or the probability of loss. 

 

Since previous findings do not support either hierarchy Experiments 1-2, in which 306 

respondents chose one of four 2-mixed-outcome options, was designed to verify relative 

importance of amount and probability of loss. In Experiments 3-4 the relative accuracy of 

compensatory models based on global evaluations and non-compensatory models based on 

dimension-wise comparisons was compared. The focus is on reasoning represented by 

certain classes of models rather than on distinguishing between specific models within a 

given class. Information search was registered with an original and with a modified version 
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of Mouselab Web. Choice fraction and process tracing indices for 153 respondents were 

analyzed. 

 

It was found that respondents made more dimension- than option-wise transitions. However, 

other indices such as the fraction of information searched across options as well as the ratio 

of searched information about pay-offs and probabilities do not support either model. The 

choice strategies used by a majority of respondents varied across situations. 

 

Keywords: compensatory and non-compensatory models, information search patterns 
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INDIVIDUAL INVESTORS’ SOPHISTICATION AND RISK AND RETURN EXPECTATIONS 

 

Stålnacke, Oscar 

 

Umeå School of Business and Economics, Sweden 

 

INTRODUCTION 

 

An individual investor’s ability to avoid making investment mistakes, which is commonly 

defined as the level of sophistication, is an important factor when making financial decisions. 

Consequently, there is now an increasing interest among researchers within household 

finance in the concept of sophistication (Calvet et al., 2009). Previous studies have found 

sophistication to be related to individuals’ financial decision making in a number of aspects. 

Among these are their willingness to participate in the stock market (Christiansen et al., 

2008; Grinblatt et al., 2011; Haliassos and Bertaut, 1995; Kimball and Shumway, 2006; 

Mankiw and Zeldes, 1991; Vissing-Jorgensen, 2003), the performance of their portfolio 

(Bodnaruk and Simonov, 2014; Grinblatt et al., 2012; Seru et al., 2010), as well as the 

portfolio composition (Calvet et al., 2007; Goetzmann and Kumar, 2008). Taken together the 

findings on sophistication shows that more sophisticated individuals or households comes 
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closer to the investment strategies recommended by standard financial theory (Campbell, 

2006). 

 

Although sophistication is found to be of importance to explain individuals’ financial 

decisions, less is known about the mechanism through which sophistication influence these 

decisions. Individuals’ decision making and choice processes are complex mechanisms 

involving, among other things, their attitudes, experiences and preferences (cf. McFadden, 

2001 for an overview). Even though sophistication could influence any of these underlying 

mechanisms and thereby the financial decision a growing empirical literature have showed 

that individual investors have heterogeneous expectations of risk and return and that these 

expectations affect their financial decision (i.e. Hoffmann et al., 2015; Hurd et al., 2011; 

Merkle and Weber, 2014; Weber et al., 2013). It is thus possible that sophistication affects 

their expectations, which then leads to a change in the financial decision. 

 

Previous studies by Hurd et al. (2011) and Kempf et al. (2013) have found that household 

income, age and financial literacy, which have been used to proxy for sophistication (Calvet 

et al., 2007, 2009; Feng and Seasholes, 2005; van Rooij et al., 2011), is of importance for 

individuals’ expectations of risk and return. These results thus indicate that sophistication 

could affect individuals’ financial decision by influencing their expectations. There are, 

however, several alternatives for how sophistication could be measured. Examples from 

prior studies are individuals financial experience (Goetzmann et al., 2008; Nicolosi et al., 

2009; Seru et al., 2010), their wealth (Calvet et al., 2007, 2009; Dhar and Zhu, 2006; Vissing-

Jorgensen, 2003), and whether they are financial experts (Bodnaruk et al., 2014; Dhar et al., 

2006). To disentangle how sophistication is related to investors’ expectations it is therefore 

necessary to study it through a larger number of measures for sophistication. 

 

In this paper, I address this issue by using eleven different measures for sophistication, 

which prior studies have used as proxies, all of which captures different dimensions of an 

investor’s level of sophistication. For the study, detailed trading and background data on 

individual investors in Sweden are combined with a survey that was sent out to a random 

sample of 3,500 Swedish investors. Measures of sophistication are obtained from both of 

these data sources. 

 

The results show that individuals’ risk and return expectations are affected by several of the 

sophistication measures. According to standard models the cross-sectional variation in 

individuals’ shares of equity are mainly explained by differences in risk preferences and 

wealth (if risk aversion is a function of wealth) (e.g. Merton, 1969; Samuelson, 1969). I 

contribute to research on asset allocation by demonstrating that individuals form 
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heterogeneous expectations depending on their level of sophistication, which prior studies 

have found to affect their financial decisions (i.e. Hoffmann et al., 2015; Hurd et al., 2011; 

Merkle and Weber, 2014; Weber et al., 2013). 

 

DATA AND METHOD 

 

The sample for this study was constructed using the Nordic Central Securities Depository 

Group (NCSD), which maintain a database consisting of all security ownerships in Sweden. 

Data covering the period 1999-2007 were used for individuals born between the years 1940-

1995 i.e. which were between 18-73 years at the time of answering the survey. In total 

1,919,238 individuals owned stocks during the considered period. Of the 3,500 individuals 

that received the survey 567 (16%) answered the expectation questions as well as the 

sophistication questions that are of concern in this paper. 

 

Data on individuals’ wealth are provided by the Swedish tax agency, covering the years 1999 

to 2007. Data on socio-economic and demographic characteristics are obtained from the 

“Longitudinal integration database for health insurance and labor market studies” (LISA) 

provided by Statistics Sweden. Information of investors’ stockholdings is obtained for the 

years 1999-2012 from Statistics Sweden. 

 

The survey focused on the investors’ risk and return expectations for the index fund 

OMXS30 and the stocks of the companies Volvo and TeliaSonera. The two stocks are well 

known to most investors in Sweden, for which many of the individuals in the sample had 

owned either or both of the stocks. 

 

To measure individuals’ expectations a probabilistic expectation question is elicited from the 

survey. The measure have been widely used in previous studies, among these studies are 

Arrondel et al. (2012), Dominitz and Manski (2011), Gouret and Hollard (2011) and Stålnacke 

et al. (2015). The wording of the question from which the measure is obtained from is as 

follows: 

 

Suppose that you invested 10 000 SEK in the index fund/stock OMXS30/Volvo/TeliaSonera. 

Based on this assumption, estimate the probability that the investment of 10 000 SEK within 

a year……. – The sum of all your answers must be equal to 100%. 

 

a) … decreased in value with more than 4 000SEK ______%. 
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b) … decreased in value with between 0 and 4 000SEK ______%. 

 

c) … increased in value with between 0 and 4 000SEK ______%. 

 

d) … increased in value with more than 4 000SEK ______%. 

 

Sum = 100% 

 

By assuming that the responses from individual i follow a normal subjective distribution, 

N(µi,σi2), individuals’ subjective probability distribution can be obtained by using a least-

squares criterion to find the best fitting value of (µi,σi) (cf. Dominitz and Manski, 1997, 2011 

for more information on the construction of the expectation measures). 

 

I proxy for the individuals level of sophistication be using the following measures: Experience 

(Goetzmann et al., 2008; Nicolosi et al., 2009; Seru et al., 2010); Educational attainment 

(Calvet et al., 2007, 2009; Christiansen et al., 2008); Wealth and disposable income (Calvet et 

al., 2007, 2009; Dhar et al., 2006; Vissing-Jorgensen, 2003); Portfolio diversification 

(Goetzmann et al., 2008; Grinblatt and Keloharju, 2001); Financial professional (Bodnaruk et 

al., 2014; Dhar et al., 2006); Gender and age (Feng et al., 2005); Financial knowledge (Dorn 

and Huberman, 2005); Numeracy, which is related to IQ and cognitive ability (cf. Boissiere et 

al., 1985; Burks et al., 2009), for which IQ has previously been used by Grinblatt et al. (2011, 

2012). 

 

In addition to the previously used measures of sophistication an alternative measures is also 

considered and is obtained from a question regarding whether the individuals’ is managing 

their own portfolios. This question has previously been used to determine individuals level 

of delegation (Arrondel et al., 2012) or whether they are to be considered as deciders 

(Weber et al., 2013). For the study, however, the question is interpreted as a proxy for 

sophistication, since individuals that are less likely to make financial mistakes (i.e. are 

sophisticated) should be more willing to manage their own portfolios. 

 

To test how sophistication affects individuals risk and return expectations OLS regressions 

with robust standard errors are conducted. 
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RESULTS 

 

The sample is, on average, relatively sophisticated. They have, on average, many years of 

experience from trading in stocks (15.743 years), are well-educated (4.882, equal to a 

university degree) and most of them manages their portfolios themselves (93.7%). A large 

part of the sample (22.2%) is also working in the financial industry. This is substantially 

higher compared to the corresponding number for the country, which is around 2%. The 

individuals in the sample are moreover of a relatively high age (average of 54.282 years), for 

which a majority of them are males (71.4%). The characteristics for the sample correspond 

to Hellström et al. (2015) and other previous studies on stockowners. 

 

The results show that individuals’ risk and return expectations are affected by several, but 

not all, of the sophistication measures. Expectations of risk are mainly related to individuals’ 

numerical ability and their prior stock market experience. Were risk expectations, on 

average, is 5 percentage point’s lower for highly numerate individuals, than among 

individuals with lower numeracy and, on average, 2 percentage point’s lower for individuals 

that have a long experience from trading in stocks. Individuals’ disposable income is also 

found to influence the risk expectations. 

 

The return expectations on the other hand are influenced by the investors’ gender and level 

of education. Males tend, on average, to have 4.4 percentage point’s higher return 

expectations than women and highly educated individuals has, on average, 1.5 percentage 

point’s higher return expectations than lower educated individuals. The results furthermore 

indicate that individuals that manage their own portfolios expects, on average, the returns 

to be 4.8 percent lower than those that do not manage their portfolios themselves 

 

The results are robust to the inclusion of a large number of control variables. Among these is 

a measure of the individuals’ perceived confidence in their expectations. A similar measure 

have previously been used by Kempf et al. (2013) and is included to take into account that 

individuals that are more confident in their expectations should be more likely to act 

according to their expectations. Although the confidence measure is significant for both the 

risk and return expectations, it does not change the overall findings. 

 

Keywords: expectations, sophistication, risk, return, subjective probability 
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A BETTER CARBON LABEL 

 

Thøgersen, John; Nielsen, Kristian S. 

 

Aarhus University, Denmark 

 

The impact of a carbon label on consumers’ (N = 137) choice of coffee was tested in a 3 price 

levels x 3 levels of carbon emission x 3 certifying organizations x 2 organic labeling conditions 

discrete choice experiment. The effect of adding “traffic light” colors was tested using two 

variants of the experiment with random assignment. Product profiles were presented on 

identical coffee packages. A fractional factorial design reduced the number of combinations 

to 27, presented to participants three profiles at a time, plus a “none-of-these” option. All 

included attributes had a significant impact on consumer choices. As expected, price and 

carbon footprint were negatively related to choice. Participants preferred organic to non-

organic coffee and certification by a public authority. Using colors to indicate relative 

emissions increases carbon label effectiveness (L-R ChiSquare = 6, 2 df., p = .05). The effect 

of the carbon label is stronger the more environmentally concerned the consumer is (L-R 

ChiSquare = 23, 4 df., p < .001). Hence, pro-environmental consumer choices can be 

promoted with a carbon label, which will be more effective if it also uses colors to 

communicate relative performance in the product class. The effect depends on consumers’ 

environmental concern. 

 

Keywords: Carbon labelling, traffic light labelling, experiment, environmental concern 
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SCREENING FOR HONESTY 

 

Tobol, Yoosi; Ruffle, Bradley J. 

 

Carmel Academic Center, Israel 

 

We report the results of a field experiment on honesty conducted on 427 Israeli soldiers 

fulfilling their mandatory military service. Each soldier rolled a six-sided die in private and 

reported the outcome to the unit's cadet coordinator. For every point reported, the soldier 

received an additional half hour early release from the army base on Thursday afternoon. 

We find that the higher a soldier's military entrance score, the more honest he is on average. 

Moreover, to the extent that honesty is a valued trait, regression discontinuity analysis 

reveals that the Israeli military has optimally set the threshold score to qualify to be an 

officer. Our results bear important implications for the design of screening tests that 

evaluate employee honesty. 

 

Keywords: experimental methods, honesty, personnel selection, soldiers, high non-monetary 

stakes, regression discontinuity design. 
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A MODEL OF ORGANIZATIONAL INTERVENTION FOR IMPROVING GROUP CLIMATE 

 

Todericiu, Ramona; Grama, Blanca 

 

Lucian Blaga University of Sibiu, Romania 

 

This study presents the results of an applicative descriptive study performed on a group of 

103 workers, employees of a company in Sibiu, Romania, and is aimed at proposing an 

intervention plan for solving the problem that existed in the department where the 

employees worked. 

 

The central concept of the paper is organizational climate, which is defined as “the 

perceptions that the individuals have regarding their work place or their roles in relation to 

the others and the roles that others have within the organization”. 

 

By identifying several issues connected to the organizational climate through a survey, we 

aimed to re-evaluate the group climate in order to identify the aspects that cause 

dissatisfaction among the employees, and to propose several measures for solving the issues 

that existed in the company. 

 

The instrument used to investigate the group climate is the System ECO (Evaluation of 

Organizational Climate), developed by Ticu Constantin. 

 

Following the data analysis, we have concluded that the assembly department that we have 

studied enjoys an operating motivational system, objective evaluations, organizational 

justice, an average identification with the company, the conditions needed for 

organizational learning and a stimulating activity (a functional climate type). Moreover, we 

have observed that there are tense interpersonal relationships, a reduced support for 
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individual performance, a dull management style, a discouraging decisional system, with 

excessive and poorly defined tasks (an inadequate organizational climate), pessimism and 

which does not support the future of the employees (a dysfunctional organizational climate). 

 

Based on the conclusions that we presented, we considered that it is necessary to propose 

an intervention plan for optimizing the group climate. The intervention plan consists of 

activities that aim to improve the interpersonal relationships; to increase the efficiency of 

communication through facilitating an adequate familiarization of the members of the group 

with one another and developing communication skills; to enhance the non-stimulating 

decisional system; to optimize the management style of the superiors; to increase the 

professional confidence and security of the staff; and to improve the incentives resulting 

from performance. 

 

Keywords: Human Capital 
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SMART PERSONS AND HUMAN DEVELOPMENT: THE MISSING INGREDIENT IN BEHAVIORAL 

ECONOMICS 

 

Tomer, John F. 

 

Manhattan College, United States of America 

 

There’s a growing sense that the human actor in economics is not portrayed well by the 

economic man stereotype (econ man) nor by the irrational, error-plagued person who is the 

stereotype (psych econ man) deriving from psychological economics. The purpose of this 

chapter is first to explain about the inadequacy of these two stereotypical economic actors 

and second to develop an alternative, a more satisfactory stereotype known as smart person. 

In the process, this chapter points the way to a better behavioral economics, a behavioral 

economics with smart people, a behavioral economics that is more realistic and more 

human. What is missing from the existing stereotypical actors, but present in the smart 

person actor, is the human who develops in stages along a number of developmental 

pathways over a lifetime. In contrast to the two existing stereotypes, smart person’s 

character and capabilities are neither simply assumed nor inferred from the outcomes of 

narrow psychological laboratory experiments. Smart person’s character and behavior derive 

in good measure from the research of a variety of noneconomist scientists and careful 

observers of human behavior. 
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There is a tremendous need for a behavioral economics with smart persons in which the 

human actor, while far from perfect, develops, and all too often fails to develop, character 

and capabilities in a realistic way. During their lives, smart people can improve their 

capabilities and character, learning to overcome many of their tendencies to error, thereby 

becoming competent, boundedly rational, virtuous, even wise, decision makers who make 

big and small decisions in their own best interests and in the best interests of their societies. 

A behavioral economics with smart people is a more optimistic economics because it does 

not embrace the unrealistic rationality ideal of mainstream economics nor the inevitability 

of irrationality of psychological economics, and because it understands how humans can in 

important ways improve themselves and their societies even though they may occasionally 

fail in the process. 

 

Keywords: Smart Person, Human Development, Economic Man, Psychological Economics 
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THE CONSEQUENCES OF INSUFFICIENT ADVICE TAKING IN A JUDGE-ADVISOR SYSTEM 

 

Treffenstädt, Christian; Schultze-Gerlach, Thomas; Schulz-Hardt, Stefan 

 

Georg-August-Universität Göttingen, Germany 

 

One central insight of the psychological research on judgment and decision making is that 

most judgments and decisions are embedded in a social context in which they are subject to 

social influence (Sniezek, Schrah, & Dalal, 2004, JBDM). Specifically, decision makers often 
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rely on advice given by advisors to improve decision quality and share responsibility. The 

judge-advisor paradigm (Sniezek & Buckley, 1995, OBHDP) allows us to explore judgment 

and decision processes involving advice taking and advice giving. In a prototypical judge-

advisor system (JAS), consisting of a judge and one advisor, the judge can form an 

uninfluenced initial opinion before receiving advice. After receiving advice, the judge can 

revise his initial opinion and form a final judgment or decision. 

 

Since past research has focused on the judge in a JAS, examining e.g. advice taking, 

judgement accuracy gains or confidence, little is known about the social dynamics 

underlying the interaction between judges and advisors (Sniezek, Schrah and Dalal, 2004, 

JBDM). Besides proposing improved decision quality and shared responsibility as reasons to 

take advice, Harvey and Fischer (1997, OBHDP) argue that ignoring advice might be 

perceived as an unacceptable rejection that could discourage advisors from offering advice 

in the future. However, no evidence has been presented to support or falsify this 

assumption and by investigating into said matter we are starting to take a closer look at 

questions considering the social context of a JAS. 

 

The cooperation between judges and advisors in a JAS can be regarded as a social exchange 

(Adams, 1965). An advisor contributes to this exchange through the act of offering advice. 

The basic principle of reciprocity (Cropanzano & Mitchell, 2005, JOM) demands that the 

judge repays this contribution in an equal way. If judges and advisors have no opportunity to 

interact aside from exchanging their judgments or decisions, as it is the case in many JAS 

studies, an adequate amount of advice taking is the only way for a judge to signal 

appreciation and willingness to cooperate, provided that an advisor receives feedback on 

the judge's advice taking. Agreeing with Harvey and Fischer, we believe that in such 

situations insufficient advice utilization is perceived as a rejection of the advice. This 

rejection could constitute a violation of the principle of reciprocity since the advisor's 

contributions to the JAS are not met with appropriate appreciation. According to social 

exchange theory (Adams, 1965), advisors could indeed react to such a perceived inequity in 

contributions by adjusting their own efforts in advice giving and their willingness to 

cooperate accordingly. 

 

The equity of contributions to a JAS is not only determined by the mere acts of advice giving 

and advice taking but also by the quality of advices in comparison to an initial judgement or 

decision. An inaccurate judgement made by a novice constitutes a smaller contribution than 

an accurate judgement made by an expert, regardless of this person being a judge or an 

advisor. If expertise differences between a judge and an advisor lead to inequity of 

contributions, adjusting advice taking might be a viable way for a judge to reestablish equity 
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in a JAS. A novice judge paired with an expert advisor might give more weight to a seemingly 

accurate advice while an expert judge paired with a novice advisor might legitimately 

discount a seemingly inaccurate advice. Therefore, we also want to examine whether 

perceived expertise differences between a judge and an advisor can have a mitigating effect 

on the negative consequences we assume to follow insufficient advice taking. 

 

To test our assumptions we conducted a series of 4 experiments. In each study we led our 

participants to believe they were part of a judge-advisor dyad in a computer-mediated 

setting where they would work and cooperate on a series of judgement tasks with another 

participant while in fact they interacted with a computer-simulated partner. Two factors 

were manipulated in this simulated social exchange. The first factor was the amount of 

advice taking the judge exhibited. Judges either showed a relatively high or a very low 

amount of advice taking in their final judgments. As the second factor we manipulated 

perceived expertise differences between judges and advisors by presenting our subjects with 

bogus feedback on their own performance in relation to their partner's performance. 

 

Experiment 1 

 

In the first experiment (N=82) we collected evidence regarding the consequences of 

insufficient advice taking in the context of a multiple cue judgement task. In order to obtain 

a viable indicator of advice giving efforts besides advice quality, we combined this judgment 

task with a physical effort task which participants understood to be directly related to advice 

quality. 

 

We manipulated perceived expertise differences by providing participants with a bogus 

feedback after a training phase at the beginning of the experiment. Once having completed 

a series of 10 multiple cue judgements, participants where either told that they had 

outperformed their partner by far or, on the contrary, that their partner had outperformed 

them by far. Judges' advice taking was manipulated by showing participants tailored values 

for initial and final judgements made by their partner at the end of each trial. Specifically, 

participants were shown the judge's initial opinion, their own advice and the final opinion in 

a summary at the end of each trial. The initial and final judgements in this summary were 

customized to reflect either relatively high or very low amounts of advice taking. 

 

Our analyses show that, as assumed, advisors did react negatively to low amounts of advice 

taking. After working on 20 multiple cue judgements a JAS advisors chose to end the 

cooperation with their partner more often in the low advice taking condition (16 participants 
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= 39%) than in the high advice taking condition (5 participants = 12%). Advisors in the low 

advice taking condition also rated their partner's behavior as being significantly less fair than 

advisors in the high advice taking condition did. However, we did not observe immediate 

negative consequences in our effort measures. Advisors did not lower their efforts in the 

physical effort task nor did they give less accurate advice in the low advice taking condition. 

Regarding our second experimental factor, perceived expertise differences had no mitigating 

effects on the negative reactions we observed. 

 

Experiment 2 

 

Intending to replicate our initial findings in a second experiment we tested a larger 

participant sample (N=126) with the same experimental design and procedure but this time 

we replaced our judgement task with a decision problem. Again, we used a physical effort 

task to measure efforts in advice giving. The results of this study match the results of our 

first experiment. We observed negative consequences for willingness to cooperate and 

perceived fairness, but not for efforts in advice giving. As in experiment 1 there were no 

interactions between advice taking and perceived expertise differences. 

 

Experiment 3 

 

In our third experiment (N=74) we wanted to replicate the results of studies 1 and 2 with a 

less complex judgement task and also with an alternative measure of efforts in advice giving. 

Instead of using a physical effort task we implemented a computer-based dexterity task that 

directly related to the quality of advice. Using the experimental design and procedure we 

already used in the first two studies we observed the same pattern of results that we 

reported for experiments 1 and 2. 

 

Experiment 4 

 

Since we did not observe any mitigating effects of perceived expertise differences in our first 

three experiments we conducted a fourth study (N = 141) in which we tested whether 

participants would react to a stronger manipulation of feedback that might successfully 

influence the perceived legitimacy of low advice taking. Instead of providing them with 

bogus feedback following a training phase we presented optimal advice taking values after 

each trial in a series of the same multiple cue judgments we did already use in experiment 1. 

As our new feedback, we adjusted the initial and final judgements of our simulated judge so 

that either high or low advice taking would have led to an optimal judgment given the advice 
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and a true value. Together with other relevant information this theoretical optimum of 

advice taking was then presented to our participants after each trial. 

 

As our results show, giving artificial feedback on optimal amounts of advice taking did have a 

mitigating effect on the observed negative consequences of low advice taking. When the 

presented optimal amount of advice taking was low, advisors in the low advice taking 

condition did not wish to end the cooperation with their partner more often than advisors in 

the high advice taking condition. However, when the optimal advice taking amount was high, 

we observed the same negative consequences of low advice taking we reported before. As 

in our first three studies, we did not observe any negative consequences for efforts in advice 

taking. 

 

Conclusion 

 

Using different types of tasks our studies consistently show that insufficient advice taking 

does have negative consequences for advisors' willingness to cooperate in a JAS as well as 

the perceived fairness of the exchange situation but there were no immediate consequences 

affecting efforts in advice giving. Therefore, especially judges that need to rely on their 

advisors in future interactions should be aware of the possible negative consequences of 

insufficient advice taking. Also, since perceived expertise differences did only have a 

mitigating effect on these consequences when advisors received artificial feedback on 

optimal advice taking values, judges should not assume that advisors generally consider 

mitigating circumstances when their advices are being disregarded. 

 

Keywords: judge-advisor system, advice giving, advice taking, social exchange 
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SPILLOVER OF ENVIRONMENTAL BEHAVIORS FROM WORKPLACE TO HOME—EVIDENCE FROM 

JAPAN 

 

Uchida, Toshihiro 

 

Chukyo University 

 

1. Introduction 

 

Recently, environmental consciousness has become an essential part of business activities. 

An increasing number of workers receive environmental training and are involved in 

environmental business activities. Thus, there is a possibility that employees’ environmental 

experiences at workplace influence their environmental behaviors at home. This “spillover 

effect” has potentially wide implications for not only corporate environmental management 

but also environmental policies and environmental education. However, its empirical 

research has been scant. This study conducts a survey in Japan and empirically tests the 

hypotheses that environmental behaviors at workplace spill over to home and induce people 

to take environmentally conscious actions at home. In addition, we introduce employees’ 

personal values, and hypothesize that when people believe they share a similar sense of 

values with the company they work for, the spillover from workplace to home is more likely 

to be observed. 

 

2. Hypotheses 

 

The specific hypotheses of this study are as follows: 

 

Hypothesis 1: The more involved people are in environmental activities in daily business at 

workplace, the more environmentally conscious behaviors they take at home. 

 

Hypothesis 2: The more people think that the company they work for is environmentally 

conscious, the more environmentally conscious behaviors they take at home. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 341 

 

Hypothesis 3: The more similar sense of values people think they share with the company, 

the larger the spillover becomes due to hypothesis 1. 

 

Hypothesis 4: The more similar sense of values people think they share with the company, 

the larger the spillover becomes due to hypothesis 2. 

 

Hypothesis 1 is similar to the idea of “action-based learning” suggested by Thogersen and 

Noblet (2012). Thogersen and Noblet claim that implementing some environmental action 

works like a catalyst and induces subsequent environmental actions. Hypothesis 1 states 

that even if they are business-related compulsory actions, implementing some 

environmental actions at workplace works like a catalyst and induces environmentally 

conscious behaviors at home. Hypothesis 2 is based on the idea that if people think the 

company they work for is environmentally conscious, they may feel they belong to a group 

that is environmentally conscious, which in turn may induce their environmentally friendly 

behaviors at home. Hypotheses 3 and 4 indicate that the spillover effects under hypotheses 

1 and 2 become larger if people share a similar sense of values with the company. 

 

3. Methods and data 

 

All the data used in this study are obtained from a web-based survey conducted in 

September 2014. Our sample comprises a total of 1,544 female and male workers aged 

between 20 and 59 years, who work full-time for private corporations in Japan. The 

dependent variable is environmental behaviors at home. The questionnaire addressed four 

categories of environmental behaviors: energy conservation, purchase of environmentally 

friendly goods, reduction of garbage, and participation in volunteer activities. The answers 

to these questions are simply summed up. Larger values indicate that a person takes more 

environmentally conscious behaviors at home. As for independent variables, 

ENV_BEHAVIORS_WORK is the degree to which people are involved in environmental 

activities in daily business at workplace. Larger values indicate that people are more involved 

in environmental activities. This variable measures business-related compulsory 

environmental activities that people undertake at workplace. ENV_PERFORMANCE is the 

degree to which people think the company they work for has environmentally conscious 

business practices. Larger values indicate that people think the company is more 

environmentally conscious. VALUE_CONGRUENCE is a dummy variable where 

VALUE_CONGRUENCE = 1 represents that people think they share a similar sense of values 

with the company, VALUE_CONGRUENCE = 0 represents that people think otherwise. Other 
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control variables include household income, age, gender, marital status, number of children, 

and whether a person owns a house or not. 

 

4. Results 

 

To test hypotheses 3 and 4, we introduced interaction terms between 

ENV_BEHAVIORS_WORK and VALUE_CONGRUENCE for hypothesis 3, and 

ENV_PERFORMANCE and VALUE_CONGRUENCE for hypothesis 4. The estimation results 

reveal that ENV_BEHAVIORS_WORK is positive and statistically significant at the 1% 

significance level, and the interaction term between ENV_BEHAVIORS_WORK and 

VALUE_CONGRUENCE is also positive and significant at the 5% significance level. These 

results support hypotheses 1 and 3. Since the coefficient of the interaction term is positive, 

the effect of the spillover from workplace to home becomes larger if people share a similar 

sense of values with the company they work for. 

 

Strictly speaking, we cannot draw a clear conclusion that environmental experiences at 

workplace spill over to environmental behaviors at home. These results may be merely 

correlational and not causal. However, ENV_BEHAVIORS_WORK measures the extent of 

people’s involvement in environmental activities in daily business and therefore, the 

activities are mandatory. Thus, it is natural to interpret that the direction of the spillover is 

from workplace to home. To investigate this issue in details, we use an additional variable. 

One of the survey questions asked whether respondents regarded the company’s 

commitment to environmental management as important when they accepted the current 

employment. Based on this question, we divided the whole sample into two groups: one 

comprising those who regard it as important, and the other comprising those who did not 

regard it as important. We conducted regression analyses using only those who did not 

regard the company’s commitment to environmental management as important. The 

estimated coefficients are close to those obtained using the whole sample. As in the whole 

sample, ENV_BEHAVIORS_WORK and ENV_PERFORMANCE are positive and significant. This 

reinforces the claim that there is spillover of environmental behaviors from workplace to 

home. A major difference is that the interaction term between ENV_BEHAVIORS_WORK and 

VALUE_CONGRUENCE becomes insignificant in this subsample. For those who did not regard 

the company’s commitment to environmental management as important, sharing a similar 

sense of value with the company may not be important, and thus the value congruence does 

not influence the spillover effect. 
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One of the hallmarks of the Western model of economic growth has been a strong, well-

developed financial infrastructure that has provided the much needed capital for economic 

expansion. The time-honored practice of many central banks, such as the Federal Reserve in 

the United States, and the European Central Bank in the European Union has made the 

generous supply of financial credit the central element on which growth is predicated. 
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At its core, the financial and banking system has always relied on wider social trust in order 

to function. Trust is a category quite different from consumer confidence, although there is 

some overlapping between the two. Consumer confidence makes reference to the degree of 

optimism experienced by economic agents about the future state of the economy, and 

results in various levels of savings, investments, and consumption. A low level of consumer 

confidence can result in an economic slowdown and even a recession. A higher level of 

economic growth can result in increased spending and higher economic growth. 

 

Wider social trust makes reference to the extent to which various economic agents are 

willing to engage in repeated cooperative behavior with each other – including individuals, 

corporations, financial institutions and markets, central banks, and the government. While 

trust is widely acknowledged as a catalyst for a vibrant, free society and an efficient 

economy, it is somewhat less understood that trust is in fact the linchpin of the financial 

system. Economic activity and growth can take place and indeed take place even in low-trust 

societies. Strong and sophisticated financial systems exist only in high-trust societies. The 

object of a modern financial infrastructure is to allocate financial capital to the most 

productive users. This capital is overwhelmingly represented by financial securities that are 

in fact symbolic assets who derive their value solely from expectations about future payoff. 

Expectations about future payoffs drive discount rates, used to estimate the market value of 

financial securities Default risk is a major component of these discount rates. When trust is 

significant, default risk is perceived as minimal, hence lower discount rates result in high 

valuation of financial securities. When trust breaks down, higher discount rates can send the 

valuation of financial securities to such low levels that the entire financial system might 

grind to a halt and might even collapse. 

 

In this paper we attempt to evaluate the impact of trust on the economic growth paradigm 

based on the generous supply of credit and financial capital. The focus of this research is on 

a one-degree-of-separation model between trust and economic growth. Trust ensures the 

stability and coherence of the financial infrastructure; in turn, the financial infrastructure 

resorts to credit expansion to stimulate economic growth. It is not enough to acknowledge 

that trust eventually impacts economic growth. Here, we try to understand the complexity 

of this relationship and identify its potential tipping points. 

 

Keywords: Trust, Economic Growth, Credit Supply, Behavioral Economics 
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This paper assesses the business culture of the finance industry and whether this culture is 

likely to have played a role in the 2008 financial crisis. While studies considering the role of 

ethics in the financial crisis consistently show that the values of finance professionals do not 

differ significantly from those of the general population, research on the business culture of 

the finance industry remains inconclusive and fraught with methodological difficulties. The 

key difficulty in the study of the role that the finance industry’s business culture has played 

in the financial crisis is that survey measures or quasi-experiments will be biased by recent 

events. To deal with this issue, this paper takes an indirect approach, looking for patterns of 

variation in the personal values of finance professionals at different positions in the 

corporate hierarchy that are consistent with a business culture that promotes malfeasances. 

Specifically, I analyze personal values associated with the pursuit of personal gain (self-

enhancement values) versus values associated with caring about other people’s well-being 

(self-transcendence values) and consider whether individuals who value self-enhancement 

more and self-transcendence less achieve more corporate success when working in the 

finance industry than when working in other industries. The idea is simply that if the 

business culture of the finance industry has indeed played a role in the financial crisis, 

promoting malfeasances, individuals with stronger self-enhancement values and weaker 

self-transcendence values are better able to move up the ranks in the finance industry than 

in other industries. 

 

In my empirical analysis, I test for this pattern in personal values using data from the 

European Social Survey, covering more than 210,000 individuals. Results do not show any 

pattern consistent with the idea that the business culture of the finance industry has played 

a role in the financial crisis. Rather, I find the opposite, namely that in the finance industry 

strong self-enhancement values and weak self-transcendence values go together with a 

lower position in the corporate hierarchy compared to other industries. Hence, if anything, 

the business culture in the finance industry does not seem to resonate well with 

professionals that seek to pursue their own personal gain at the expense of others. Extensive 
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checks show that this result is robust, particularly to using different indicators by which to 

measure individuals’ position in the corporate hierarchy and alternative measures of 

people’s personal values. Also limiting my sample to data collected before the start of the 

crisis, does not overturn the finding that the finance industry appears to reward self-

enhancement less and self-transcendence more than other industries do. Overall, the 

evidence supports the idea that the spread of malfeasance in the finance industry is mostly 

situational, driven by circumstances. Practical implication is that, rather than a cultural 

overhaul, a well-functioning financial system requires addressing the specific circumstances 

that foster the spread of unethical behavior and dishonesty in the sector. 

 

Keywords: Organizational culture; values; global financial crisis; ethical climate; corporate 

hierarchy 
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Reliability and Validity of the Happiness Approach to Measuring Preferences 

 

Abstract 

 

Building on advances in the study of happiness or, less colloquially, subjective well-being 

(SWB), economists are increasingly using data on self-reported life satisfaction and 

happiness to measure people’s preferences (Alesina et al. 2004; Clark et al. 2005; Di Tella 

and MacCulloch 2005; Finkelstein et al. 2009, 2013; Van Hoorn and Maseland 2010, 2013). 

The idea is that SWB data can be used to estimate a happiness (“utility”) function, where the 

estimated coefficients for the determinants of happiness reflect people’s preferences. The 

happiness approach, in turn, has several important advantages compared to more 

traditional revealed and stated preference approaches to measuring preferences, not least 

that it is much more flexible (e.g., Di Tella and MacCulloch 2006, 2008; Graham 2010). 

However, while estimating happiness functions has much intuitive appeal, so far there has 

not been any systematic assessment of the reliability and (construct) validity of SWB-based 

preference measures. 

 

To fill this gap, I apply standard methods for reliability and validity assessment from 

psychology and examine the following two features of the happiness approach to measuring 

preferences: (i) do different samples and different measures of SWB render similar 

preferences (reliability)?; and (ii) do SWB-based preference measures relate to other 

measures that capture related constructs in a logical way (construct validity)? Practically, I 

draw on the World Values Survey (WVS) and the European Social Survey (ESS), not only for 

the different measures of SWB needed to assess the reliability of SWB-based preference 

measures but also for measures of behavior and stated preferences needed to assess the 

construct validity of SWB-based preference measures. 
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Results of a variety of empirical analyses provide strong evidence for the reliability and 

validity of the happiness approach to measuring preferences. Notably, concerning reliability, 

results indicate that it does not matter which data set one uses or which measure of SWB 

(self-reported happiness or life satisfaction) one employs to estimate the happiness function, 

as the resulting preference measures are highly correlated (r > 0.73). Similarly, results show, 

among others, that individuals whose SWB is hurt more by unemployment are looking for a 

job more intensively, which indicates that SWB-based preference measures indeed measure 

the construct they are supposed to measure. Overall, I conclude that the happiness 

approach provides a reliable and valid means for researchers to measure people’s 

preferences. 
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Human capital accumulation is an important source of economic growth (Barro 1991; 

Gennaioli et al. 2013; Mankiw et al. 1992). However, in terms of explaining economic growth, 

the accumulation of human capital is “an [addition] to the list of events we want to explain” 

and not itself an explanation (Lucas 1993, p. 252). Taking up this challenge, this paper is 

concerned with the deep factors that underlie the accumulation of human capital and, 

ultimately, economic development. 

 

In an influential paper, Acemoglu et al. (2001) propose that the nature of the formal 

institutions in a country, specifically whether institutions are extractive or inclusive, is critical 

for development. They test this argument using data on settler mortality, finding that 

European colonizers designed institutions aimed at extracting value rather than creating 

value in environments in which their chances of survival were smaller. Other work is more 

critical of the role of formal institutions, suggesting that human capital is a more basic 

source of growth than are formal institutions (Glaeser et al. 2004). Particularly, the 

argument is that European colonizers did not bring with them institutions as much as they 

brought human capital—and more of this human capital settled permanently in places more 

hospitable to Europeans, i.e., in places with lower settler mortality (see, also, for example, 

Hanushek and Woesmann 2010). Still other work identifies informal institutions, notably 

cultural values and social norms towards cooperation, as deep-seated drivers of economic 

development (Algan and Cahuc 2010; Gorodnichenko and Roland 2011; Tabellini 2008, 2010; 

see Nunn 2012 for an overview). The present paper extends this latter literature to shed 

light on the long-run nexus between human capital and development and, specifically, the 

role of a cultural disposition towards human capital accumulation therein. 

 

My approach is as follows. In the first part of the paper, I consider the cultural foundations 

of human capital accumulation. I do so by applying an epidemiological approach (Alesina et 
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al. 2014; Fernández and Fogli 2009; Giuliano 2007), meaning that I use data on migrants 

from different ancestry countries living in various destination countries to distill an effect of 

cultural background on human capital accumulation that is unbiased by the economic and 

institutional conditions of the ancestry country. Results for a sample of 18,347 migrants 

from 30 ancestry countries indicate that ancestry country fixed effects matter but also that 

human capital accumulation in the ancestry country significantly predicts human capital 

accumulation in the destination country. Hence, a first contribution of the paper is to affirm 

that, as hinted at by Lucas (1993), the accumulation of human capital can have a strong basis 

in societies’ culture. 

 

To come full circle in understanding the deep roots of the human capital-development nexus, 

the second part of the paper goes on to relate the evidence on the cultural gradient in 

human capital accumulation to the more ultimate issue of economic growth and 

development. I follow Algan and Cahuc (2010) and use migrant data to measure deep-seated 

cultural traits of the ancestry country, specifically the general disposition towards human 

capital accumulation. In second instance, I use this measure in a cross-country regression of 

income levels (n=130), controlling for other determinants of long-run growth identified in 

the literature (Spolaore and Wacziarg 2013). Results indicate that, in addition to these other 

factors, a favorable disposition towards human capital accumulation robustly affects long-

term economic development. Moreover, mediation analysis indicates that the effect that 

this disposition has on economic development is statistically significantly mediated by the 

level of human capital that a society has actually accumulated. Hence, as a second 

contribution, the paper is able to identify a complete channel for the idea that the culture of 

a country can be critical for its economic development, which has a long history in 

economics (Banfield 1958; North 1990; Weber 1904/1905). 

 

Overall, by integrating insights and empirical approaches from diverse literatures, the paper 

is able to render a more penetrating analysis of the development process than any single 

analysis alone is able to achieve. Future work may extend the analysis offered in the present 

paper to consider in more detail what lies behind the general disposition towards human 

capital accumulation and its effect on development, which goes beyond the accumulation of 

human capital strictly. 
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Trust is the foundation of the relationships of companies with their stakeholders (customers, 

employees, suppliers, and investors). Due to asymmetry in knowledge and power, trust is 

necessary for economic transactions and relationships between people and institutions. 

Consumers need to trust in the intentions of financial institutions (banks, insurance 

companies, and pension funds) not to cheat them and in their knowledge and skill to 

perform adequately over and above their intentions (Gambetta, 2000). Trust in financial 

institutions has been broken. In particular banks were heavily criticized for e.g. Libor fraud, 

phishing, bonuses paid to top management, nationalization, Internet outage, privacy issues, 

non-sustainable investment products, bankruptcy, nationalisation of financial institutions by 

the government, and lack of customer orientation of banks. It will likely be a long process for 

banks and other financial institutions to regain trust of their customers and society at large. 

 

In this study, we focus on the determinants and consequences of trust in banks. A model on 

trust in banks has been developed consisting of determinants and consequences of trust. 

Negative news in mass media on critical incidents and negative personal experiences with 

banks are the major causes of distrust. The model consists of six determinants of trust: (1) 

competence, (2) stability, (3) integrity, (4) customer orientation, (5) transparency, and (6) 

value congruence. The consequences of trust in this model are: customer loyalty (retention), 

repurchase intention (cross-selling of products and services), and willingness to recommend 

the bank to others (NPS). Loyalty is a determinant of the number of financial products a 

customer has bought with the bank and therefore important for achieving business results 

(share of wallet). Trust is also the major component of the reputation of financial institutions. 

 

The trust model has been tested with data collected in May 2014 with a large GfK sample 

(n=1079) of customers and non-customers of banks and insurance companies in The 

Netherlands. In this paper, we focus on the determinants and consequences of (1) trust in 
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other people, (2) trust in the financial sector in general (system trust), (3) trust in banks, (4) 

trust in insurance companies and pension funds, (5) trust your own bank at the start of the 

relationship, and (6) present trust in your own bank. We measure the determinants and the 

consequences of trust to give direction to improve trust among customers/public. The six 

drivers explain 54 percent of the variance of trust. The main drivers of trust are customer 

orientation and integrity. The trust drivers explain 53 percent of the variance of a loyalty 

index consisting of customer loyalty, repurchase intention, and willingness to recommend 

(NPS). The main trust drivers of loyalty are competence and stability. We also tested the 

complete model of trust and loyalty with structural equations analysis and obtained a good 

fit of the model with the data. 

 

Some paradoxes resulted from the data analysis. Trust in your own bank is higher than trust 

in banks in general (a case of dissonance reduction or overconfidence?). Trust in banks is 

higher than trust in insurance companies and pension funds, but lower than trust in health-

care insurance companies. Trust at the start of the relationship with your bank is higher than 

present trust in your bank. 

 

Banks should focus on their performance on the (important) drivers of trust, since it will 

result in a higher trust of customers in the bank as well as in higher customer loyalty and 

subsequently in a larger share of the customer’s wallet. 

 

Keywords: bank, trust, competence, stability, integrity, customer orientation, transparency, 

value congruence, loyalty, customer retention. 

 

Appropriate for the following conference topics: behavioral finance, current economic 

trends, financial and economic crisis, psychological and behavioral effects of the economic 

downturn, psychology of money. 
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Using 1,045 pairs of Japanese monozygotic twins, we examined differences in education by 

considering both the years of schooling (quantity) and the reputation of the last attended 

school (quality). We found that a difference in learning performance at 15 years of age is one 

of the key factors determining the differences. We also found that when the eldest child in 

the family was a female twin from the 1950s and 1960s birth cohorts, she averaged 0.542 

years less schooling than did her “younger” twin sister. However, for the same birth cohorts, 

when the eldest child in the family was a male twin, he gained some advantage in the quality 

of education over his “younger” twin brother. Nonetheless, we found that as the Japanese 

economy has developed, any difference in education between twins has disappeared in 

subsequent birth cohorts, regardless of gender and sibling order. 
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A common assumption in economic theory is that money is fungible. In order words, 

spending patterns do not depend on the source of income, only on the total amount. In the 

last decades, a number of theories like the permanent income hypothesis (PIH) developed 

by Friedman (1957) or the mental accounting theory initiated by behavioral economists like 

Thaler (1985, 1990) have challenged this assumption. According to the first one, 

consumption is determined by the permanent/anticipated income and should not react to 

anticipated changes in income. The second one argues that people compartmentalize their 

income into different mental accounts and decide on their consumption within each of these 

accounts. Based on these theories, the spending behavior is associated with the income 

source and therefore money cannot be treated as fungible. 

 

There are a number of examples why individuals would allocate income transfers into 

different mental accounts. The “flypaper or labelling effect”, according to which current 

consumption is associated with a desire to comply with externally imposed labels, has 

received particular attention. Other motives include self-control (where usually small 

transfers have a large marginal propensity to be consumed, whereas large transfers go into 

the asset account and thus into savings), or cognitive limitations (in order for individuals to 

smooth anticipated payments, transfers should be large and transparent, meaning that the 

cost associated with the mental processing of the income change must be small) (Hsieh 

2003). 
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A topic that is under researched is whether social transfers coming from the government are 

spent differently than remittances received from migrants living abroad (i.e. in another 

locality or country). In this paper I hypothesize that individuals or households associate 

differently a private transfer coming from a family member than a formal social protection 

transfer, and that this impacts the way transfers are spent. To test this hypothesis, the first 

nationally representative longitudinal survey conducted in South Africa (the National Income 

Dynamic Survey), which covers the years 2008, 2010, 2012, and 2014, is used. South Africa 

provides an excellent case study to answer the question at hand, as both remittances and 

social transfers constitute a very important source of income for poor households. For more 

than 35 percent of rural black households (which are more likely to live in poverty) 

remittances are the main source of income. At the same time, the two main social 

protection programs aimed at reducing poverty and vulnerability of the more deprived -the 

child support grant and the old age pension- reach almost 60 percent of the children and 

more than 80 percent of the non-white elderly population (Woolard and Leibbrandt 2010). 

 

The relationship between the different income sources (remittances, social transfers, and 

other income) and shares of expenditures is analyzed by estimating Engel's curves, which 

relates expenditure shares to the logarithm of income and controls for socioeconomic and 

geographical characteristics of the household. Results confirm the hypotheses, meaning that 

remittances and social transfers show different marginal propensities to consume. In other 

words, expenditure on certain goods depends on the source of income. For instance, while 

social transfers are more likely to be spent on food and child clothing, remittances are 

positively associated with expenditure on education as well as some agricultural investment 

goods (in addition to food). These findings hold even after controlling for other factors that 

may influence how transfers are spent (like, for example, who in the household receives the 

transfer). 

 

The fact that people allocate private and public transfers into different mental accounts has 

relevant policy implications, as it implies that the increased consumption or poverty 

reduction experienced by recipient households when receiving a transfer is not only 

explained by a pure income effect (i.e. having more money), but also by the fact that 

different income sources are spent differently. The findings reject standard microeconomic 

theory as they imply that the composition of income matters and that certain sources of 

income may have higher welfare effects than others (i.e. if money is spent on healthy food 

or education, the well-being of the household as a whole will be higher than if it is spent on 

alcohol). 
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COMMITMENT DEVICES IN MARRIAGE AND UNDER-SAVING 
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We empirically examine the hypothesis that for married individuals with hyperbolic 

discounting, leaving the management of family budgets to their spouses functions as a 

commitment device for savings. We conduct a cross-sectional analysis based on the micro-

data of married Japanese couples from waves 2009 and 2010 of Osaka University’s 

Preference Parameters Study. 

 

Our results state that when wives discount hyperbolically, their household savings are more 

likely to go according to plan if they discuss household budgets with their husbands and the 
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husbands mainly decide on expenditures or savings and investments, as compared with 

wives who decide by themselves. 

 

From this, we conclude that forwives, involving their spouses in the management of family 

budgets functions as a commitment device. 

 

Keywords: Hyperbolic Discounting, Self Control, Under-Saving, Commitment Devices 

 

 

 

DOES A MOTHER’S EARLY RETURN TO WORK IMPROVE HER FUTURE EMPLOYMENT STATUS?: 
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The purpose of this papers is to examine empirically whether or not mothers’ early return to 

work after childbirth and childcare leave leads to higher working status of mothers. We want 

to know if a mother returns to work within 1 year after childbirth, then she will work as 

fulltime worker rather than part-time worker and rather than not working. From bivariate 

probit with July birth as IV, early return to work have positive causal effect on mother’s 

fulltime working in both short term and long term. Early return to work’s positive causal 

effect on working is shown only in short term. 
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KISSING THE MEZUZAH AND COGNITIVE PERFORMANCE: IS THERE AN OBSERVABLE BENEFIT? 

 

Yaniv, Gideon; Siniver, Erez 

 

COMAS, Israel 

 

A mezuzah is a small case affixed to the doorframe of each room in Jewish homes and 

workplaces which contains a tiny scroll of parchment inscribed with a prayer. It is customary 

for religious Jews to touch the mezuzah every time they pass through a door and kiss the 

fingers that touched it. However, kissing the mezuzah has also become customary for many 

secular Jews who think of the mezuzah as a good luck charm. In view of a recent revelation 

that kissing the mezuzah entails a health hazard, the present paper inquires whether it also 

has some observable benefit. In an experiment conducted among non-religious mezuzah-

kissing economics and business students confronted with a logic-problem exam, some were 

allowed to kiss the mezuzah before taking the exam, whereas the others were asked not to 

do so or could not do so because it had been removed from the room doorframe. The 

experiment revealed that participants who did not kiss the mezuzah performed worse than 

those who kissed it, and that the stronger is one's belief in the mezuzah's luck-enhancing 

properties, the better he performs when he kisses it but the worse he performs when he 

does not. 
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CONFIRMATION BIAS IN THE LAY PEOPLE PERCEPTION OF FINANCIAL EXPERTISE 
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Maria Curie Sklodowska University, Poland 

 

Consumers living in the contemporary world make choices concerning such activities as 

saving, investing, insuring oneself or taking bank loans. To make these choices effectively 

(i.e., in a proper moment and using adequate financial instruments), they usually turn to 

different sources of expert knowledge to either acquire or verify information. The 

correctness of judgments and choices that consumers make in the field of finance (e.g., the 

way they invest and save money, make insurance decisions, or make financial transactions) 

depends significantly on how they gain and process expert knowledge. Although the insight 

in how people decide who is an expert has important practical implications for many areas, 

to our good knowledge no research in the field of economic psychology examined directly 

this question in the financial domain. Many research programs were aimed at examining the 

supply side of the economic expertise, i.e., at testing determinants of the correctness of the 

expert judgment (Ericsson, Andersson, & Cokley, 2005; Camerer, & Johnson, 1991; Shanteau, 

1992). However, little is known about the demand side of the financial expertise, i.e., about 

how people evaluate different sources of financial expertise and how they evaluate their 

reliability. In the domain of economic behaviors the understanding of psychological 
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processes associated with evaluating the value of the economic expertise may be applied in 

many consumer or investment decisions. 

 

Three experimental studies that are presented in this paper were aimed at examining factors 

that affect lay people perception of financial expertise. The research project has been 

conducted in Poland. According to the survey carried out by the “Pentor Research” company 

for the Kronenberg Foundation in 2009, Polish citizens do not use recommendations given 

by economic experts as a proper basis for their decisions concerning saving (only 5% of 

respondents declared that they use knowledge provided by any type of financial advise), but 

they perceive themselves as a credible source of information (57% of respondents declared 

that their own knowledge about investing and saving is the main basis for their choices). 

Using terminology proposed by the Lay Epistemic Theory (Kruglanski, 2012; Kruglanski et al., 

2005), we might say that Polish citizens tend to reveal a high self-epistemic authority in the 

field of finance, while they ascribe a low epistemic authority to economic experts. It is 

possible that these results are the product of people’s poor experience with financial advice 

and their insufficient economic knowledge (both real and perceived). Paradoxically, another 

survey conducted by the “Maison Research House” company for the Kronenberg Foundation 

in 2009 showed that the majority (52%) of Polish citizens declared that their economic 

knowledge was low or very low. Only 5% of respondents estimated their knowledge as high 

or very high, but this perceived knowledge was still overestimated compared to real 

knowledge measured with a simple 20-item test. 

 

The understating of how lay decision makers acquire and process knowledge provided by 

financial experts may be especially useful when only few objective cues of expertise are 

available. For example, it is not clear what characteristics should be considered to evaluate 

expertise quality of financial advisors or investment consultants. Investment consultants or 

financial advisors cannot be considered experts exclusively on the basis of their belonging to 

a given profession (as it might happen in the case of physicians that are usually assumed to 

be experts in the field of medicine just because this profession is connected to prolong 

learning process, prestige and trust). Therefore, the question of how lay people evaluate 

expertise quality of a particular economic consultant seems to be worth studying. For that 

reason, the main goal of this experimental project was to study how consumers perceive 

epistemic authority (EA) in the field of financial expertise. EA is defined as the extent, to 

which individuals are inclined to treat a source of information as an incontrovertible 

evidence for their judgment and decision-making (Kruglanski, 2012). Recent studies in health 

psychology demonstrated that patients attributed higher EA to physicians who 

recommended an active treatment over those who advised against it (Barnoy et al., 2012; 

Bar-Tal et al., 2013). However, previous research in political domain (Raviv et al., 1993) 

showed that client’s opinion interacted with expert recommendation: Expert EA was 
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evaluated as higher when it was the same as client’s opinion (confirmation bias). This was 

due to the fact that bestowing high EA to someone with similar opinions might be seen as a 

way of asserting own self-worth as a source of knowledge. For that reason we expected that 

financial advice confirming consumer’s opinion would lead to assigning higher EA to the 

advisor. 

 

Experiment 1 (N = 144) tested how consumers who considered taking a bank-loan and 

buying a flat estimated advisors’ EA depending on the two factors: (1) the type of 

recommendation given by this advisor (4 levels: ‘against’ – recommendation not to take the 

loan; ‘postpone’ – recommendation to wait half a year and observe the market; ‘small 

recommendation’ – recommendation to take as small loan as possible; ‘large 

recommendation’ – recommendation to take a large loan, enough to finance the flat 

purchase and all home appliances), and (2) expert’s experience (2 levels: small vs. large, 15 

years). EA has been measured with the six-item scale (e.g., “To what extent do you think the 

advisor is an expert in finances?”) adapted from Barnoy, Levy, and Bar-Tal (2012). We found 

significant main effects of experience and recommendation. First, an advisor with shorter 

experience was perceived as lower EA than the one with longer experience. Second, an 

advisor giving recommendations against the loan was perceived as a worse expert than the 

one suggesting other behaviors (postpone, small lone or large loan). Moreover, the EA 

ascribed to the advisor was significantly and positively correlated with his/her perceived 

motivation to act in favor of the client, and negatively with his/her perceived motivation to 

act in favor of the company. We argue that the above results might be interpreted in terms 

of the confirmation bias. In the scenarios that were used in Experiment 1 actors went to the 

bank to intentionally discuss the possibility of taking a loan. It means that they expected an 

advisor to confirm this intention. Therefore, consultants who gave a ‘passive’ 

recommendation (i.e., not to take a loan) were seen as worse experts than those who 

advised taking a loan (i.e., those who confirmed a priori intention held by the consumer). In 

two further experiments the role of the confirmation bias in the lay evaluation of expertise 

quality was tested more directly. 

 

Experiment 2 (N = 121) examined the relation between the type of recommendation and the 

perception of expertise in a more detailed way. We manipulated only the type of 

recommendation in a bank-loan scenario (same as in Study 1) and measured the EA ascribed 

to an expert. Additionally, we measured the perception of client’s a priori opinion on taking 

the loan. Again, giving recommendation against the loan led to the lowest EA assigned to 

advisor (compared to other conditions). Moreover, this effect was moderated by consumers’ 

opinion and was significant only when consumer was perceived as having a positive opinion 

on loans. Again, these effects might be interpreted in terms of the confirmation bias. 
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Experiment 3 (N = 112) tested more directly the confirmatory nature of the EA perception. 

Two manipulations were used: the type of recommendation (active vs. passive) and 

consumer’s a priori opinion (positive vs. negative) about purchasing life insurance. Results of 

ANOVA revealed significant interaction of the two factors. When consumers had a positive 

opinion towards life insurance, they ascribed higher EA to the advisor who recommend 

purchasing it. However, when the clients’ opinion was negative, the results revealed 

reversed pattern: The ‘against’ Recommendation led to assigning a higher EA than the ‘pro’ 

recommendation. These results were consistent with our hypothesis that advisors whose 

opinions confirm consumers’ expectations are seen as better experts than those who 

express different opinions. 
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Multiplicative growth processes that are subject to random shocks often have an 

asymmetric distribution of outcomes. In a series of incentivized laboratory experiments we 

show that a large majority of participants either strongly underestimate the asymmetry or 

ignore it completely. Participants misperceive the outcome distribution’s spread to be too 

narrow-band and they estimate the median and the mode to lie too close to the 

distribution’s center. The observed bias in expectations is irrespective to risk preferences 

and it appears under a variety of conditions regarding feedback, incentive size, and market 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 367 

contexts. The bias is largely consistent with a behavioral model in which geometric growth is 

confused with linear growth. This misperception is a possible explanation of investors’ 

difficulties with real-world financial products like leveraged ETFs and is also related to issues 

regarding real estate investments, retirement savings plans or investments in college funds. 

 

Keywords: Experimental Economics, Irrational Expectations, Behavioral Economics, Cognitive 

Biases, Investors' Decisions 
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RISK-RETURN RELATION AND AFFECT 
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Aims 

 

Risk and benefits are qualitatively distinct concepts. This statement has been reflected in the 

Portfolio Theory (Markowitz, 1952) explaining the role of risk and expected return in 

portfolio selection. The main idea of Markowitz’s theory is to choose the combination of 

stocks that either maximize expected return for a given level of risk, or minimize risk for a 

given level of expected return. According to the Portfolio Theory risk and benefits are 

positively correlated, what follows from operationalization of risk as a variability of expected 

return. The riskier the investment is, the more one can earn on it. 

 

However, many studies have shown that people do not judge risk and benefits in accordance 

with the above model. Perceived risk and perceived return are inverse related in people’s 

minds (Alhakami and Slovic, 1994; MacGregor, Slovic, Dreman and Berry, 2000). Activities 

which are very high in benefit are also perceived as very low in risk, and vice versa. For 
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instance, in experiment conducted by Alhakami and Slovic (1994), alcoholic beverages or 

smoking were judged very low in benefit and very high in risk, on the other hand prescribed 

antibiotic or vaccinations were perceived as highly beneficial and relatively low in risk. Those 

findings are not only in contrast with Markowitz’s approach to risk and return, but they are 

also in contrast with the basic assumptions of rationality. Alhakami and Slovic (1994) have 

pointed at the halo effect as a possible reason of the negative correlation between risk and 

benefit, which is the result of not considering risk and benefits separately as independent 

dimensions. They have also noticed that general affective evaluation of a hazard influenced 

their judgments of risk and benefits. Liked activities were judged as high in benefits and low 

in risk. In contrast, disliked activities were judged as low in benefits and high in risk. Finucane, 

Alhakami, Slovic and Johnson (2000) have directly examined the role of affect in risk-benefit 

relation and have observed that information about benefits influenced an overall evaluation 

of the object and consequently impacted on assessment of risk (similarly information about 

risk influenced the assessment of benefits). They have found that images of the objects, 

marked by positive and negative affective feelings, influenced judgement and have called it 

affect heuristic. Making judgements based on affect heuristic is the mechanism responsible 

for the inverse relation between perceived risk and perceived benefits. Moreover, 

MacGregor, Slovic, Dreman and Berry (2000) have shown that affect also influences choices 

in financial decisions. In this study business students evaluated a number of industry groups 

represented on the New York Stock Exchange. First, they evaluated industries on semantic 

differential dimensions such as “bad–good”, “boring–exciting”. Next, they declared the 

likelihood that they would invest in companies associated with each industry. Affective 

ratings were highly correlated with the likelihood of investing. 

 

Taking into account the above findings, the presented study was designed to investigate the 

impact of affect on evaluation of risk and benefits, as well as on willingness to invest in 

branches evoking positive or negative feelings. Additionally, the impact of the traditional 

determinants of risk perception and risk acceptance were examined. In particular, the 

following questions were addressed in this study: 

 

1.Does affect impact perception of risk and benefits of investment in different industries, 

which subsequently causes the inverse relation between rates of risk and benefits? 

 

2. Is the impact of affect stronger in evaluation of risk and benefits than the impact of the 

traditional measures of risk as amount and probability of loss, and amount and probability of 

gain? 

 

3. Does affect impact willingness to invest in a given industry? 
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4. Does affect evoked by a given industry impact stronger willingness to invest than 

perceived losses, gains, and their probabilities? 

 

In the broader perspective this study addressed the issue, whether the affect heuristic 

accounted better investors perception of risk and willingness to invest than the classic 

Portfolio Theory. 

 

Method 

 

To investigate the above issues, the study was carried out with 95 private investors, 

evaluated 10 industries on 9 dimensions. The study was conducted via the Internet (multiple 

response per computer was not allowed and there was no time limit to complete the survey). 

Participation in the experiment was anonymous, voluntary, and respondents were not paid. 

 

Selected industries - The Internet and mass media analysis was performed, to choose 

industries, for which general affective evaluations were differentiated. On this base, the 

following industries were selected: production of genetically modified foods, insurance, 

telecommunication, SPA and wellness, Internet, production of electronic devices (e.g. 

computers, mobile phones, and tablets), developers, production of healthy food, shadow 

banking institutions, power industry. 

 

Selected dimensions - Each industry has been evaluated by participants with the aid of the 9 

semantic differential scales. The three of these scales measured affective feelings about the 

industries and overall attitude towards them (general impression, attractiveness, prestige). 

Four scales measured traditional parameters of risky situation (amount and probability of 

gain, amount and probability of loss). At last, perceived risk and probability to invest was 

measured for each industry. 

 

Socio-demographic factors were also measured. 

 

Results and Conclusions 

 

The relation between perceived risk and perceived benefits - For all tested industries there 

was either positive, or no correlation between rates of risk and gain. Significant positive 

correlations were found for the majority of industries. For telecommunication, Internet and 
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power industry no correlations were found. Thus, no inverse relation between rates of risk 

and gain was found. This was also supported by the simple mediation model proposed by 

Hayes (2009; Preacher and Hayes, 2008). This method was chosen because it allowed for 

checking indirect effects even though the total effect was not significant. This analysis was 

performed with average evaluations of industries. To overcome the problem with small 

number of cases (10) 1,000 bootstrap resamples were used. It confirmed no relation 

between gain and risk (with no mediating effect of affect), but revealed relation between 

affect and probability of investing. 

 

The structure of dimensions - To investigate further relations among these 9 dimensions, 

factor analysis (PC method) was performed. This analysis revealed the same two-factor 

structure for all industries, which accounted for 68-80% of variance. The first factor included 

perceived risk, amount and probability of loss and the second factor included affective 

evaluations, the probability of investing, and amount and probability of gain. On the basis of 

the obtained structure one might conclude that perceived risk and affect were independent, 

while willingness to invest and affect were related. 

 

Conclusions - Contrary to findings by Alhakami and Slovic (1994), Finucane, Alhakami, Slovic 

and Johnson (2000), people are able to make judgements of risk and benefits in accordance 

with the rule of independence of dimensions. Thus, these results are in support of the 

Portfolio Theory. On the other hand, in line with MacGregor, Slovic, Dreman and Berry 

(2000) the relation between affect and risk acceptance (probability of investment) has been 

found. The most interesting implication from these two findings might be that judgement is 

more resistant to affect than choice. This however requires further research. 
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5.3 WORKSHOPS 
 

HOUSEHOLD ECONOMICS 

Session Chair: Grossbard, Shoshana, San Diego State University, USA  
Session Chair: Phelps, Charlotte, Temple University, USA  
 

 

 

 

IS THE HOUSEHOLD OBSOLETE? A TRIBUTE TO CHARLOTTE PHELPS 

Grossbard, Shoshana  

San Diego State university, United States of America 

 

In 1972 long-time SABEr Charlotte Phelps published "Is the household obsolete?" in the 

Papers and Proceedings of the American Economic Association. This is the first article in an 

economics journal that offers a theory of household formation, as it was published a year 

before Gary Becker's (1973) theory of marriage. Many of the ideas it contains were later 

developed by others who have ignored Phelps' pioneering contribution. This paper addresses 

this oversight by summarizing Phelps' ideas and discusses them in the context of the more 

recent literature in household economics. 

 

Phelps' (1972) goal was to offer a theory that helps predict the impact of changing economic 

conditions. She was inspired by traditional economic theory as well as by psychiatry and what 

it has to say on the determinants of self-respect and the ability to give and receive love. She 

redefines the concept of work and leisure and posits that approval can be a means of 

payment or a sign of love. The same activities can be leisure or work, depending on the 

context (as in Grossbard 2015). 

 

Phelps' article was part of an AEA session on economic equality for women that was included 

in the Papers and Proceedings, the other two papers being by Francine Blau and Harriet 

Zellner. The papers had to meet a page limit, which led Phelps to be extremely concise. 

Nevertheless, this paper is a goldmine of ideas deserving more attention. Fortunately, Phelps 

plans to attend this session and will be able to provide feedback on how I interpret her theory. 
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EUROPSY AND THE ROAD TO INTERNATIONAL INTEGRATION 

 

Session Chair:  Dr. Alessandro De Carlo, INPA – NAC, EuroPsy, Italy 

 

The policy of the European Union is oriented towards unifying the standards for professions 

in order to promote the quality of interventions and the mobility of professionals. 

Nevertheless, many difficulties still exsist before such a policy can be fully realized. 

Differencies in national regulations, training and professional boards make the process of 

creating a share ground for professional still difficult. Today the instruments at disposal of 

European societies are mostly super-national certifications. In this perspective, the EFPA – 

European Federation of Psychologist's Associations – issues the EuroPsy certificate which is 

based on a high standard psychological education and on continuous training and supervisio. 

New regulations on the issuing of EuroPsy certificates, introduced at the end of 2014, allow 

the different NACs – National Awarding Committees – to issue more certificates. Furthermore 

the new policy of EFPA is more marketing oriented, in order to promote its activities and the 

certificates. The goal is to let EuroPsy to become widespread across the countries that adopt 

it and strenghten its role as a tool towards international integration. Will this strategy 

succeed? Which effects will this eventuality have? And then, what can the next step of 

European integration be? Professional policies must take into account different scenarios, as 

well as keep in mind a clear set of goals, with an eye to a brighter future that can be achieved 

through a well-planned and efficient work. 
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EFFECTS OF THE FINANCIAL CRISIS: ROLE OF PSYCHOLOGICAL FACTORS 

Session Chair: Greenglass, Esther (Chair), York University, Canada; 

Discussant: Christandl, Fabian, Fresenius University of Applied  Sciences Cologne, Germany 

 

Overview 

 

With the recent economic crisis, there has been an increase world-wide in economic hardship 

and unemployment. While full-time jobs with benefits have decreased, there is an increase in 

precarious employment, that is, temporary, part-time jobs with relatively little security and 

few or no benefits. These societal trends have had significant effects on individuals, 

particularly in that they have generated anxiety, depression and uncertainty regarding one’s 

economic future. Six years ago, our research team embarked on an in-depth examination of 

the psychological effects of the economic downturn. In an online survey we assess key 

variables in the financial sphere as well as measures of psychological symptoms and individual 

resources that may buffer the individual from the deleterious effects of economic stressors. 

The theoretical model we developed is consistent with the stress and coping framework 

derived from the transactional theory of stress (Lazarus). We developed a questionnaire and 

with the help of our international collaborators, it was translated into several different 

languages and was administered to samples in countries all over the world in order to provide 

an international template for examination of the effects of the economic crisis. In this 

symposium, four papers will be presented that deal with the relationship between economic 

factors and psychological reactions, including the role of psychological resources and coping. 

Data from seven countries are presented. A unifying theme in the papers is a focus on an 

understanding of how individuals are affected by economic changes and the role of 

psychological factors. In one paper, the focus is on job insecurity in two countries 

differentially affected by the crisis and how it relates to professional efficacy. The role of 

psychological resources is examined and its relationship to job satisfaction is explored. In a 

second paper, the role of a negative coping strategy, ruminative brooding is explored and 

examined in relation to economic hardship and anxiety in two different countries. In a third 

paper, the role of self-esteem is examined as a buffer of depression in response to economic 

hardship, also in two countries. A fourth paper, based on analyses in samples from five 

countries, examines the relationship between financial threat and personal debt, job 

insecurity and several outcomes including mood, suicide ideation and burnout. Taken 

together these papers present data and theory that contribute to understanding how people 

have reacted to the financial crisis and the role of psychological factors in these reactions. 

 

Keywords: Economic crisis; Anxiety; Depression; Precarious employment 
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PREDICTORS OF PROFESSIONAL EFFICACY IN CANADIAN AND IRISH UNIVERSITY STUDENTS 

Fiksenbaum, Lisa (1); Greenglass, Esther (1); Marjanovic, Zdravko (2); Hughes, 

Brian M. (3) 

1: York University, Toronto, Canada; 2: Thompson Rivers University; 3: National University of 

Ireland, Galway 

 

OBJECTIVES: The economic downturn of 2008 has been acknowledged as the most 

devastating global financial crisis since the Great Depression; it has often been called the 

‘Great Recession’. Consumer confidence declined, many organizations reduced employment 

levels in order to stay competitive, governments world-wide reacted aggressively by injecting 

massive amounts of credit into financial markets, and banks slashed interest rates. These 

responses helped avoid a catastrophic depression. However, despite these interventions, 

unemployment surged, particularly for young people. Youth unemployment rates are usually 

much higher than unemployment rates for all ages in most countries. Despite a rebound in 

economic growth in many countries, the world economy is still fraught with a considerable 

degree of uncertainty and job insecurity. Moreover, an individual’s professional efficacy, a 

person’s expectations of continued effectiveness at work, is negatively impacted in a 

precarious employment environment. The purpose of the current paper is to examine 

predictors and outcomes of professional efficacy in university students who are mostly 

employed part-time. Part-time workers are in an uncertain situation with no benefits or job 

security. Precarious work has implications not only for economic well-being, but also for social 

life as well as physical and mental health outcomes. The current study tested a model that 

investigated predictors of professional efficacy, specifically, psychological resources (i.e., self-

efficacy and proactive coping), as well as job-related variables including employability, the 

perception regarding the possibility of achieving a new job, and job insecurity in two national 

samples, from Canada and Ireland, two countries differentially affected by the financial crisis. 

Job satisfaction was the outcome variable. 

 

METHODS: University students who were employed part-time in Canada and Ireland 

completed a confidential, online questionnaire for course credit. 

 

RESULTS: Structural equation modeling results showed that the data fit the model in both 

samples, with no suggested modification indices. Examination of parameter estimates 

indicated that for both Canadian and Irish students, psychological resources were related to 

greater employability and higher levels of professional efficacy. Greater employability was 
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associated with lower job insecurity which, in turn, led to professional efficacy. In both 

samples, while job insecurity was related to lower job satisfaction, professional efficacy was 

positively related to job satisfaction. 

 

CONCLUSIONS: The results showed that professional efficacy is affected by psychological 

resources and variables related to one’s job, such as employability and job insecurity in both 

national samples. Theoretical and practical implications of the findings will be discussed. 

 

Keywords: Economic downturn; Professional efficacy; Job satisfaction; Psychological resources 

 

 

ECONOMIC HARDSHIP AND DEPRESSION IN CANADA AND PORTUGAL: THE BUFFERING EFFECT 

OF SELF-ESTEEM 

 

Maki, Kristen (1); Greenglass, Esther (1); Neves de Jesus, Saul (2) 

1: York University, Canada; 2: University of Algarve, Portugal 

 

OBJECTIVES: The current economic crisis continues to be a source of stress in many countries. 

The burden of economic hardship on the individual can result in psychological distress, 

specifically in the form of depressed mood. Young people have been particularly affected by 

the global recession as they try to balance their education with their financial needs , while 

youth unemployment remains high. Research indicates that there is variability globally in the 

effects of the recession with individuals in Portugal, for example, experiencing more 

economic hardship than their Canadian counterparts. Self-esteem has been found to be 

related to better mental health and can function as a buffer against anxiety and even anger. 

The present study explored the role of self-esteem as a buffer of depression in response to 

economic hardship in a Canadian and a Portuguese sample 

 

METHODS: Participants consisted of mainly university students who were 29 years old and 

younger. While all of the Canadian participants (n = 272) were students, in the Portuguese 

sample (n= 166), two thirds were university students. All of them completed an online 

questionnaire. Variables were economic hardship, self-esteem, country, age and depression 

related to one’s financial situation. 
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RESULTS: In response to a question as to whether their financial situation had changed over 

the last few years, two-thirds of the Portuguese participants reported that their financial 

situation had worsened compared to 35% of Canadians. Data from both countries were 

pooled and a simple regression was performed with depression as the outcome and 

predictors that included age, country, economic hardship, self- esteem, and two- way 

interactions , entered as predictors with depression about one’s financial situation as the 

outcome. Regression results showed that predictors accounted for 41% of the variance in 

depression . There was a significant interaction between country and economic hardship, and 

between economic hardship and self-esteem, demonstrating that self-esteem buffered the 

effects of economic hardship on depression. 

 

CONCLUSIONS; The results suggest that while economic hardship is related to depression, 

with high self- esteem, depression is diminished. The psychological and theoretical 

implications of the results are discussed. 

 

Keywords: Economic crisis; youth; depression; economic hardship 

 

 

SITUATIONAL HARDSHIPS PREDICT PERCEIVED FINANCIAL THREAT, PERCEIVED FINANCIAL 

THREAT PREDICTS PSYCHOLOGICAL DISTRESS 

Marjanovic, Zdravko (1); Fiksenbaum, Lisa (2); Greenglass, Esther (2) 

1: Thompson Rivers University; 2: York University, Canada 

 

OBJECTIVES: In the shadow of the Great Recession, people around the world are predictably 

fearful and anxiously uncertain about the stability and security of their personal finances. 

They are experiencing heightened levels of psychological threat about their ability to maintain 

and improve their lifestyle, and being able to provide for themselves and their loved ones. 

Marjanovic, Greenglass, Fiksenbaum, and Bell (2011) created the Financial Threat Scale (FTS) 

to measure this uncomfortable feeling and hypothesized it as a mediating variable between 

situational factors (e.g., recent economic hardships) and psychological health outcomes (e.g., 

depression, anxiety). In this study, we expanded our examination of the financial threat 

construct by examining its relation to aggravating situational variables, such as personal debt 

and job insecurity, and stress-related psychological outcomes, such as mood, suicide ideation, 

and burnout. 
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METHODS: Questionnaires were administered to community and student samples online in 

Canada, Germany, Ireland, Israel, and Pakistan, as part of an international investigation on the 

economic downturn and psychological health. 

 

RESULTS: With few differences across the national samples, results showed that financial 

threat is aggravated by situational hardships, even after controlling for personality variables 

such as trait worry and self-efficacy. Consumer debt levels, credit-card spending, and job 

insecurity were related to higher levels of financial threat. In turn, higher levels of financial 

threat were related to greater mood disturbance, thoughts about suicide, and burnout. 

Although the directionality of these relations was identical across the national samples, the 

magnitude of the relationships varied across samples. 

 

CONCLUSIONS: Despite its relation to stable and enduring personality traits, levels of 

perceived financial threat are situationally sensitive, increasing and decreasing with macro- 

and microeconomic factors. Thus, when difficult economic times strain people’s sense of 

financial stability and security, levels of psychological distress are made worse. The 

implications and interventions for psychological health are discussed. 

 

Keywords: Economic crisis; Uncertainty; Debt; Job insecurity; Psychological health 

 

 

ECONOMIC HARDSHIP AND TENSION/ANXIETY: THE ROLE OF RUMINATIVE BROODING 

 

Sass, Rachelle; Greenglass, Esther 

York University, Canada 

 

OBJECTIVES: The recent financial crisis has affected individuals world-wide resulting in high 

unemployment, stagnating savings and uncertainty about the future. Young people are 

particularly affected and experience twice the unemployment rates as individuals in general. 

Many students have borrowed money to finance their education but have few job prospects 

in the future to repay their loans, thus resulting in economic hardship and anxiety about their 

financial situation. Economic hardship involves the experience that one has to cut back on 

expenses due to lack of income. This may be in the area of household purchases, clothing, 
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and other items associated with daily use. The way individuals cope with stress affects their 

resulting feelings, particularly, their feelings of distress. Ruminative brooding, a negative 

coping style which involves repetitive and passive focus on one’s negative emotions, is 

associated with an increase in psychological distress and anxiety in particular. The relationship 

between economic hardship, ruminative brooding and tension/anxiety is examined in this 

paper. 

 

METHODS: University students from Canada and Romania responded to an online 

questionnaire in which their self-reported economic hardship was assessed, as was the extent 

to which they engaged in ruminative brooding and their feelings of tension/anxiety regarding 

their financial situation. 

 

RESULTS: Data were analysed using regressions to assess the role of ruminative brooding as a 

mediator of economic hardship on tension/anxiety. Results indicated that ruminative 

brooding was a partial mediator of economic hardship on anxiety in both Canadian and 

Romanian student samples. Thus, while economic hardship was directly related to anxiety 

about one’s financial situation, at the same time, higher levels of brooding mediated the 

effects of high economic hardship on anxiety. 

 

CONCLUSIONS: While economic hardship is an important predictor of anxiety, the results 

suggest that to the extent that ruminative brooding can be reduced, anxiety about one’s 

financial situation will diminish. Implications of the results are discussed from both an 

empirical and theoretical perspective. 

 

Keywords: Financial crisis; Economic hardship: Ruminative brooding; Anxiety 
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50 YEARS OF HARVEY LEIBENSTEIN'S X-EFFICIENCY THEORY AND AN ADVANCEMENT OF 

BEHAVIORAL ECONOMICS 

Session Chair: Prof. Morris Altman, University of Newcastle, Australia 
Session Chair: Prof. Roger Frantz, San Diego State University, United States of America 

 

 

50 YEARS OF EMPIRICAL RESEARCH ON X-EFFICIENCY THEORY 

Frantz, Roger (1); Altman, Morris (2) 

1: San Diego State University; 2: University of Newcastle 

 

Since the first empirical research was done on X-Efficiency theory in 1967, there have been 

more than 200 articles published in journals. That number includes more than 100 articles 

published on the topic of X-Efficiency among financial institutions since 1995. This paper will 

review this empirical research. 

 

Keywords: X-efficiency, empirical research 
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X-EFFICIENCY THEORY AND VENTURING INTO THE BLACK BOX OF THE FIRM 

Altman, Morris 

University of Newcastle, Australia 

 

I develop and extend, a key point of Leibenstein’s 1966 American Economic Review article, 

which introduced the concept of x-efficiency and its mirror-image x-inefficiency. This is that 

both the quantity and quality of effort into the process of production need not be, in some 
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measurable sense, maximized. Leibeinstein, argues that effort maximization is, in fact, 

typically not maximized generating, what he refers to, as x-inefficiency in production. Only 

effort maximization is consistent with x-efficiency in production. This flies in the face of the 

conventional economic wisdom then and now, where it is assumed that x-efficiency is 

standard fare. Leibenstein assumes that the principle-agent problems are typically not 

resolved in the sense of maximizing effort and that extent of x-efficiency is a function of 

market structure. Leibenstein pays particular attention to the behavior of the members of the 

firm hierarchy, inclusive of quasi-rational preferences, the absence of cost minimization, and 

market structure, which become the four pillars upon which x-inefficiency stands. In his 1966 

scenario x-efficiency is largely a problem of management and related to this managerial 

preferences as well as market structure. I elaborate upon the traditional x-efficiency narrative 

and then extend x-efficiency theory to develop the notion that perfectly competitive product 

market structure is not necessary for x-inefficiency (assumed by Leibenstein), that x-

inefficient decision makers are rational, that the extent of x-efficiency is related to the mental 

models adopted by decision makers, that any given market structure is consistent with both 

x-efficient and x-inefficient firms (multiple-equilibrium), that technological change is related 

the extent of x-efficiency (one can have x-inefficiency in the domain of technological change), 

and that the supply and quality of entrepreneurship is a determinant of the extent of x-

efficiency in production. In this approach to x-efficiency and the black box of the firm, 

although product markets remain of causal significance, managerial decisions and 

preferences, mediated by metal models, and labor market considerations, human resource 

management, and social norms, play an even more important causal role in determining the 

extent of a firm’s x-efficiency. Given, any level product markets competitiveness, one might 

end up with different levels of x-efficiency. Perfect product market competitiveness is neither 

a necessary or sufficient conditions for x-efficiency in production. X-inefficient managerial 

preferences are necessary to the generation of production x-inefficient, conditional upon 

labor market and legal/institutional considerations. 

 

Keywords: x-efficiency, effort variability, multiple equilibrium, theory of the firm 
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BANDWAGON EFFECTS, SNOB EFFECTS AND SELECTIVE RATIONALITY: LEIBENSTEIN'S 

CONTRIBUTION TO THE ANALYSIS OF SOCIAL INFLUENCE 

 

Baddeley, Michelle Catherine 

University College London, United Kingdom 

 

This paper will explore the phenomenon of herding by bringing together key insights from 

Harvey Leibenstein’s analyses of selective rationality and dual personality with his early 

analysis of bandwagon effects, snob effects and social taboos. Behavioral economics 

identifies a wide range of behavioural “anomalies”, defined here as deviations from the 

neoclassical model of maximizing behavior. These are widely explained by dual process 

theorists as reflecting interactions between different decision-making systems – loosely 

understood as interplays between emotion/affect (System 1 “fast” thinking) and 

reason/cognition (System 2 “slow” thinking). Neuroscientific analyses have suggested that a 

wide range of behavioural anomalies –including inequity aversion, time inconsistency and 

addiction, as well as herding behaviour – can be explained using this sort of approach. Much 

of this literature, from Herbert Simon to Daniel Kahneman, can be understood in terms of 

Leibenstein’s analysis of selective rationality and the duality of personality. 

 

Leibenstein develops a process view of decision-making and argues that people can choose to 

be careless in their decision-making by selectively ignoring information, applying simple 

decision rules, or sticking to existing routines. This reflects a balance of pragmatism as well as 

individual preference, and reflects interplays between external pressures (from other 

individuals, markets and other institutions) and internal pressures that emerge from conflicts 

between rational, calculating decision processes versus instinctual, impulsive decision 

processes. The outcome is decision-making that is sub-optimal when defined in terms of a 

strict, substantively rational maximization processes, but is nonetheless consistent with 

Leibenstein’s softer view of rationality as selective rationality: people choose to take short-

cuts in particular situations. It generates two different forms of decision-making: active versus 

passive decision-making, where active decision-making is infrequent and passive decision-

making is very common. Passive decision processes reflect routines, habits and inertia. It is 

not necessarily irrational; some passive decision-making is rational, for example if 

environmental pressures are low then the costs associated with changing routines does not 

justify the benefits. In other situations, passive decision-making will not be in an individual’s 

best interest, for example if its driven by personality traits such as laziness and lethargy, or 
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less constructive influences including fear of conflict, cognitive dissonance, cognitive load 

and/or confusion. 

 

Leibenstein’s analysis of decision processes can be linked to his early analyses of social 

influences in the context of non-additivity of individual demand functions. Non-additivity of 

individual demand functions reflects a relatively simple insight: individuals’ consumption is 

not independent of others’ consumption (an insight that also finds it way into the behavioural 

economics literature on inequity aversion). This responsiveness to others’ consumption is 

driven by complex interactions between functional and non-functional motivations for 

consumption, including external effects on utility from others’ choices. Leibenstein’s 

approach can be used to capture the influence of bandwagon effects – reflecting conformity, 

mob motivations and mass psychology. It can also capture the impact of snob effects, Veblen 

effects, fashions and fads – where conspicuous consumption is a search for exclusivity, 

prestige and social status. Another neglected area that can be illuminated by some of 

Leibenstein’s early insights is the nature of non-conformist behaviour. The behavioural 

economics and social psychology literature focuses more on conformists and copy-cats than 

contrarians and non-conformists. In contrast, Leibenstein’s analysis suggests that copycats 

and contrarians are not essentially different. Their response to others’ consumption may have 

a different valence (and this can lead to variations in the slope and elasticity of the market 

demand curve), but the fundamental driving variable is still the consumption decisions of 

others. In this presentation I will explain how Leibenstein’s insights about selective rationality 

and dual personality can be linked with dual process theory and modern analyses of herding 

and social influence, via Leibenstein’s earlier analysis of interdependent utility and social 

influences, including bandwagon effects, snob effects, social taboos and Veblen effects. 

 

Keywords: Leibenstein, selective rationality, social influence, consumer theory, dual process 

theory 
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OUT OF CONTROL, YET NOT LOSS OF MANEUVERABILITY; MANAGING COGNITIVE TIME DISTORTION, 

PROJECTS AND ECONOMY IN COMPLEX ORGANISATIONS. 

 
 
Session Chair: Prof. Fabian Erik Gustav von Schéele, Linnaeusuniversity, Sweden 
Session Chair: Prof. Eugen Iordanescu, Lucian Blaga University of Sibiu, Romania 

 

 

 

THE TIME ACCORDING TO TAYLOR AND FAYOL: AN HAMPERING HERESY IN INFORMATION 

SOCIETY 

 

von Schéele, Fabian Erik Gustav; Haftor, Darek 

Linnaeusuniversity, Sweden 

 

Introduction 

 

A transition from basic industry production to service economy has taken place during the last 

decades (Castells, 1998). A simultaneous increased globalisation of the economy has taken 

place (Castell, 1996). One consequence of that transition is that number of employees in the 

traditional physical goods manufacturing industries, in such advanced economies as Sweden, 

has decreased from circa 40 % in the early 1960 to well below 20 % in 2010 (SCB and Swedish 

Service Union, 1990). Today’s economic activities are more and more a matter of fast 

transactions of different kind of services, often measured and valued in time units, and as 

such, the values cannot be stored, bottled or canned. 

 

The transition may be considered as an outcome of the information society, in which working 

life has become more and more efficiently organized, with shortened lead times, just-in-time-

deliveries, and an ever increasing focus on punctuality and time order (Gummesson, 1995). 

This, however, indicates simultaneously that information society has taken a step back 

towards a more pronounced Tayloristic management, in terms of its view of time in relation 

to economy. The problems and difficultness linked to this will be pointed out in this extended 

abstract. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 389 

 

Being a foreground figure regarding time studies, Fredrick W. Taylor aimed at improving 

working conditions for industrial workers in the beginning of the 2000-century (Taylor, 1998). 

Only nine years after Taylor, Henri Fayol (1920) paved the ground for a focused time 

management, particularly in service organisations. The perspective of work, management and 

time of both Taylor and Fayol are typical and characteristic for their generation. They suggest 

a time that passes smoothly, clockwise and that is followed up and controlled by a human 

being standing beside the working system as the employees perform the work. Taylor and 

Fayol understood time as being an endless flow of minutes, each one of the same duration as 

the predecessor. While their assumption about time may have been correct regarding 

industrial mass production of goods 100 years ago, it is fundamentally erroneous in the 

information economy of the service society of today. 

 

Information economy is frequently based upon business contracts and agreements about 

service deliveries. In such context, the delivered products are time that cannot – in contrast 

to goods – be stored or packaged. Once the service contract is signed and agreed upon, time 

passes irreversibly, it cannot be stopped and its pace cannot changed. However – and here is 

the great difference with the time perspective of Taylor and Fayol – the organization is full of 

individuals that make their own time assessments and time records. Employees have become 

responsible for control of the passage of working time, project members make notes on how 

long time has passed, as they perceived it, due the various project-tasks. Thus, the time and 

motion study man standing beside the production system has been replaced by a multitude 

of employees within a service system that make their own time assessments while working. 

One may then ask: what is the difference? 

 

The Clock-time based Economy 

 

Traditional econometric sciences are based on aggregated data about monetary values or 

changes of monetary values with reference to a clock time scale. Price, for example, is 

expressed as monetary unit per clock hour (MU/h). That statement is trivial. Any discussion of, 

for example, salaries, sales, turnover, fluctuation rate, business risks, or change of values of 

real estate, refers to clock time scale (cf. Anthony, Dearden & Bedford, 1989; Magnusson, 

1992; Hout & Stalk Jr, 1993). Current economic mathematical models and organisational 

strategies are based on a conceptualisation of clock time, with the assumption that it is the 

only time present in an economic organization. One can say that the economic map of today 

is based upon the metrics of clock time. 
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The Perceived-time based Economy 

 

Any time assessment by a group of individuals creates errors with reference to the clock time 

scale (ref). The duration of a subjectively assessed hour varies according to individual 

differences, the degree of involvement in activities. In general, a subjective hour has 2 % to 

40 % longer duration than a clock hour (ref). It is important to notice that the duration of a 

subjective hour is dependent on whether the brain using a prospective view or a 

retrospective view (cf. Kahneman and Twersky, 1987). Research has demonstrated that 

assessed duration tends to decrease if a prospective view is at hand (cf. Block, 1989; Zackay, 

1989). In a service management context, this may imply that the budgeted duration of 

activities (prospective) can be expected to be shorter than the clock time records of the 

service employees (retrospective). At the same time a post hoc estimation of the duration of 

a conducted activity may also be shorter than the clock time demonstrate. All revenues in a 

service organisation are usually linked to a subjective and retrospective temporal view and 

may display a large deviation from actual the clock time. This insight is paramount, since 

decision-making is frequently based on economic key ratios informing decision-makers about 

revenues and costs. 

 

The difference between subjective and clock time is not Gauss distributed, but exhibit a skew 

curve, in which the subjective time usually is longer than the clock time. Assume that we have 

a subjective mean error in in the subjective time assessment of a group corresponding to 

20 %. Should this subjective hour be considered in the matter of, for instance, pricing, the 

correct expression with reference to the clock time should be: 

 

Price = X MU/1,2 h 

 

This statement is not trivial with reference to econometrics, and the outcome tends to 

decrease Total Revenues per time unit and increase Total Costs per time unit (von Schéele & 

Haftor, 2013). And this is a central message here: there is a mechanism that relates clock time 

to the perceived of time and that relates that temporal relation to the economy; that 

mechanism has been little examined in management and economic literature. 

 

Further Research: toward a redesign of the economical map 

 

Empirical data (von Schéele, 2001) demonstrate that the outcome of a business transaction in 

service contracts is dependent both on clock time and on perceived time, and could rarely be 
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described with a linear function that current economic regime holds. Therefore, if the error of 

subjective time assessment is considered in economic formulas, they provide the researcher 

with new perspective regarding: 

 

Mathematical leverage effects in econometrics 

 

The suggested correction of the subjective time error creates dramatic leverage effects in 

economic formulas with reference to mathematic operators such as subtraction and division. 

 

Profit fluctuation 

 

The large fluctuations of Profit in economic organizations may partly be due to miscalculation 

and leverage effects arising from subjective time assessment. 

 

Time schedule 

 

The poor precision in Time Schedules may partly be due to leverage effects emanating from 

errors in subjective time assessment. 

 

Productivity 

 

The concept of productivity may be problematic in information organizations, especially with 

reference to the error of subjective time assessment. 
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5.4 POSTERS 
 

 

CONSUMER'S IDENTITY FEATURES AND PREFERRED BRANDS' PERSONALITY 

 

Antonova, Natalia 

 

National Research University "Higher School of Economics", Russian Federation 

 

Relevance of our investigation is determined by increasing consumption in modern society, 

especially individual consumption. Branding is the main instrument to manage the process 

of consumption in conditions of market competition. Branding strategy should be based on 

consumer’s psychological characteristics. Identity is one of the fundamental psychological 

characteristics of consumer, as it is the basis for human behavior, including the consumer 

behavior. Undoubtedly, the problem of identity occupies an important place in modern 

research and psychological discussions. However, most academic papers are devoted to the 

problems of social, ethnic identity and the formation of identity in adolescence. The problem 

of identity as a factor of brand preferences is still largely unexplored. This research is 

devoted to the analysis of correlation between the customer’s identity features, its real and 

ideal components, and preferred brand personality. 

 

Theoretical background 

 

The concept "brand" was developed in marketing and it was considered as goods, services or 

company with specific trademark. This trademark is associated by consumers with certain 

physical attributes and values, images, properties, personal traits, symbols. The key to 

understanding the value of the brand is the brand capital. Brand capital is immaterial 

essence, and its structure and evaluations are connected with the social, psychological 

aspects of a person's identity. Unlike a trademark, brand does not exist outside of dialogue 

with consumers. 

 

There are three integrated components of brand: goods, brand identifications and brand 

identity (Aaker, 1995). Identification is the process of brand recognition. The concept of 

brand identity was proposed by Kapferer (1986), and developed by Aaker (1995). David 

Aaker (1995) defines brand identity as a unique semantic content of the brand: core values, 
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attributes and associations, which the company (brand owner) wants to induce the 

consumer (Aaker, 1995). Jennifer Aaker (Aaker, 1997) developed the ideas of David Aaker, 

and proposed the concept of brand personality, which includes aggregate personal qualities 

associated with the brand. Buying a particular product, the consumer assigns characteristics 

of brand personality. Based on these ideas we supposed that brand preference is 

determined by the relevance of brand identity to the consumer’s identity. 

 

There are some evidences of correlation between consumer’s identity and brand personality. 

For example, Sirgy (1982) proposed the self-congruity theory, which suggests that 

consumers compare their self-concept with the product-user image. People are expected to 

prefer a product with a product-user image that is congruent with their self concept. That 

means that people prefer a specific product because they see themselves as similar to the 

kind of people that they generally thought to use this product. This user image congruence 

effect has a lot of support in studies (Dolich, 1969; Ericksen and Sirgy, 1989, 1992; Grubb and 

Hupp, 1968; Heath and Scot, 1998; Hong and Zinkhan, 1995; Landon, 1974; Malhotra, 1988). 

J.Aaker (1999) found evidence for a brand personality congruence effect. She suggested that 

people prefer those brands with which they share their personality traits. The congruence 

between brand personality and the consumer’s personality affects the relationship that is 

developing between the consumer and the brand (Aaker et al., 2004). Grubb and Hupp 

(1968) found that “consumers of a particular brand of a product would hold self-concepts 

similar to the self-concept they attribute to other consumers of the same brand. Moreover, 

consumers of a specific brand would hold self-concept significantly different from self- 

concept of a competing brand.” (1968, p. 59). They used automobiles as the test product in 

their study and their results supported the hypotheses. Although some studies has 

supported the theory of relationship between self image congruence and brand preference, 

but there are some moderator variables, such as personality differences, social class, and 

product conspicuousness, which moderate the relationship between self-concept/product-

image congruity and consumer’s choice. 

 

Basing on described theories we assumed that brand preference is determined by features 

of consumer’s identity. But this idea mainly refers to the products which are used in public 

(we called them "public used brands"). The consumption is often used as the meaning of 

self-presentation and affiliation with the group, so the products which are used in public 

may be the meaning to show the consumer’s membership of a particular social group. In this 

case a consumer aims to meet the expectations of the reference group and guided in his 

choice by the ideal component of identity (whom he would like to be). When the consumer 

chooses the personally used goods, which nobody can see (we called them "personally used 

brands"), he focuses on his personal preferences, so his choice may be associated with the 

real component of the identity (who is he now). 
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An Empirical Investigation 

 

The purpose of the study is to investigate the relationship between consumer’s identity and 

preferred brand personality. 

 

Hypothesis: there is a correlation between consumer’s identity and preferred brand 

personality. 

 

Hypotheses - consequences: 

 

1) There is a difference in the consumer’s perception of brand individuality of personally 

used brands and public used brands; 

 

2) The real component of identity is positively related with brand personality of personally 

used brands; 

 

3) The ideal component of identity is positively related with brand personality of public used 

brands. 

 

Sample: 60 people, age - 20-22 years, HSE students from different faculties. 

 

Research methods 

 

To test the hypothesis of our study, we used the survey method. 

 

On pilot study, we conducted a methodology of personification and found the most common 

characteristics of preferred brands. We asked the respondents the question: “Imagine that 

the brand becomes a person. Who is he? Describe his personality.” The sample for the pilot 

study included 20 people. Results were processed using content analysis. After this 

procedure we identified the categories of brand perception which were used in our 

questionnaire. We identified four main categories of brand perception: appearance, 

character, lifestyle, social status. 
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The procedure of main investigation included the following stages. First, the respondents 

were asked to name the preferred brand of personal use, then to do the same with the 

brand of public use. After that they personified the preferred brands (using the method of 

personification). Then the sample was divided into two groups. The first group evaluated 

their real identity (Who am I now?), and related it with brand personality of preferred 

brands; the second group did the same with the ideal identity (Whom I want to be?). For 

evaluation we used the scales which were identified in the pilot study. The results were 

processed using mathematical statistics methods. 

 

Results 

 

Results of personalization method showed that consumers perceive differently brands of 

public and private use. Brands of public use are female, while the personal brands have 

different gender. In addition, public brands are often perceived as "young". This is probably 

due to the fact that public brands cause the consumer identification. In the category of 

"appearance" public brands are described as "bright, beautiful, has a lot of bright clothes." 

About a half of respondents described public brands as beautiful and slim. With regard to 

brands for personal use the respondents used such adjectives as “clean, neat, and well-

groomed”. Half of respondents described both brands as having higher education. Public 

brands are described as proud, communicative, intelligent, and striving for success. Personal 

brands are described as caring, kind, natural, honest; sociability than for the public brands. 

In the category of social status the public brands were in managerial position (manager, the 

boss, the owner of business, etc.), while personal brands were experts, a good workers, etc. 

 

We can conclude that describing brand personality of public brands the consumers use 

identification and relate it with their own characteristics, especially with their ideal identity. 

 

The results of statistical analysis confirmed the assumption of a correlation between public 

brand personality and the ideal identity of consumer. Respondents would like to possess the 

qualities inherent in a public brand, such as: social status, appearance, character and way of 

life. They also would like to have the same appearance, social status and character. At the 

same time public brands’ personality correlates also with consumer’s real identity. There 

were no correlations between consumer’s identity and personally used brands’ personality, 

no with real neither with ideal components of consumer’s identity. The low degree of 

correlation between consumer’s identity and personally used brands’ personality may be 

due to the fact that the preference of those goods is determined by other factors, such as 

price, quality, and advice of friends. 
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Conclusions 

 

1. There are differences in the brand personality perception of public used brands and 

personally used brands; 

 

2. There is a relationship between identity of consumers (both real and ideal components) 

with the personality of the preferred public used brands; 

 

3. Preference of personally used brands is less connected to the content of the identity of 

customers (both real and ideal components). It may be due to other factors such as price, 

quality, advice of friends, etc. 

 

The hypotheses were partly confirmed: there are differences in perception of public and 

private brands by consumers. There is a correlation between consumer’s identity features 

and brand personality of public used brands, but there is no correlation between consumer’s 

identity and brand personality of personally used brands. 

 

Keywords: brand, brand preference, brand personality, consumer's identity, ideal identity, 

real identity, public used brands, personally used brands 
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“WHO DO WE SERVE?” CHALLENGES FOR ADOPTING A NEW INSTITUTIONAL LOGIC IN THE TAX 

CONSULTANCY FIELD 

 

Apostol, Oana (1); Pop, Alina (2) 

 

1: Turku School of Economics, Turku University, Finland; 2: Christian University "Dimitrie 

Cantemir" of Bucharest, Romania 

 

As a relatively new function of accountancy firms, tax consultancy has expanded during the 

1980s and 1990s due to flattening profits from the provision of auditing services (Sikka and 

Hampton, 2005; Wyatt, 2004). Unlike auditing, tax consultancy is commercially oriented, i.e. 

it generates revenues by assisting customers’ capital accumulation (Wyatt, 2004; Otusanya, 

2011). Thus, tax consultancy has traditionally been seen as client oriented, thus serving the 

interest of the tax payer (Jackson and Milliron, 1989; Hansen et al., 1992; Roberts, 1998). 

 

In spite of the traditional view of tax consultants (TCs) as serving their customers, recent 

developments indicate increasing expectations of TCs to undertake an extended duty to 

protect societal well-being. The question of whether TCs should serve also other interests 

than that of their costumers also has preoccupied scholars since the 1980s. At that time, 

scholars explored the role of TCs as “enforcers” of tax legislation (Jackson and Milliron, 1989; 

Klepper and Nagin, 1989, Klepper et al., 1991). More recently, scholars claim that TCs should 

go beyond their traditional role and refrain from actions that are damaging to societies, such 

as tax avoidance (Sikka and Hampton, 2005). Similar claims are increasingly expressed by 

governmental and non-governmental organizations, who recently initiated actions to 

counter aggressive tax avoidance. 

 

Noticing these recent developments in the field of tax consultancy, we aimed to examine the 

changing role of tax consultants in contemporary society by looking at how the field of tax 

consultancy is currently shaped by organisation field actors. We use institutional logics 

framework to show whether the traditional logic to serve the customer is indeed challenged 

by an enlarged, socially responsible logic that is increasingly accepted also by main field 

actors, i.e. tax consultants. The concept of institutional logics refers to the existence of 

multiple and at times contradictory beliefs and values underpinning institutions and their 

practices in contemporary societies (Alford and Friedland 1985). It has been defined as ‘the 

socially constructed, historical patterns of material practices, assumptions, values, beliefs, 
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and rules by which individuals produce and reproduce their material subsistence, organize 

time and space, and provide meaning to their social reality.’ (Thornton and Ocasio, 1999: 

804). 

 

We investigate the tax consultancy field in the particular societal context of Romania. The 

choice of our empirical setting is motivated by the interest to capture the tax consultancy 

field in a dynamic and complex society. Romania, as a recent member of the European Union, 

exhibits many of the characteristics of the Western countries, such as free markets and 

democratic institutions. In addition, Romania, as a former communist country with a recent 

democracy, is more complex in terms of the interactions between its various societal actors 

(e.g. state capture or corruption). Hence, we aim to capture the variety of factors that come 

into play in the development of the new institutional logic and its diffusion and acceptance 

by tax consultants. 

 

A qualitative methodology was employed in order to reach the research objective. Tax 

consultants’ views on the nature and legitimacy of their activities in society were explored 

by conducting in-depth interviews, acknowledging the risk of reticence and confidentiality 

concerns which are a well-known feature of the tax consultancy industry (see Doyle et al., 

2009). The target population in this study was limited to tax consultants operating in 

Bucharest. 17 semi-structured interviews with tax consultants operating in Bucharest were 

conducted by one of the authors from January - March 2013. Several methods were used in 

order to construct the sample: requests sent by e-mail, contacting accounting firms by 

phone or Facebook, and personal contacts, snowball sampling. Searches for interviewees 

continued until a degree of theoretical saturation (Eisenhardt, 1989) was achieved, i.e. when 

interviews no longer yielded new aspects for researchers. 

 

Interviews addressed a variety of issues not necessarily in the immediate focus of our 

research, and emphasis was placed on perceptions of the role of a TC everyday activities and 

their links with tax avoidance. In addition to questions, the interview included an ethical 

dilemma to which the interviewees were expected to respond. The dilemma presented 

interviewees with a risk-free environment, with no coercion or penalties from the state. It 

compelled them to make a choice between the commitment to respect non-customer 

related interests and the need to pursue tax minimisation for their customers. It also served 

well as a starting point to explore what an extended role of a TC would mean for this 

profession. Data were analysed by employing interpretative, qualitative methods (Bryman 

and Bell, 2007). The analysis started by reading the interviews and identifying the major 

themes discussed with the interviewees. Besides the themes already set by the interview 

guide, other themes emerged during data analysis. The themes and interpretations given to 
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them by interviewees were summarised in an Excel file that served as a basis for further data 

processing. Then, a new reading of the interviews was performed, and we applied mind-

mapping to interpret our findings. Also, relevant quotations were extracted from the 

interviews and collected in a Word file for later use. Data interpretations were discussed by 

the authors throughout the analysis process. Following the initial interpretations, the 

authors reflected once more on the theoretical aspects conveyed by the data. 

 

Our exploration of the role played by tax consultants in society revealed few signs of the 

ethically-driven logic in everyday activities of this professional category. We can, however, 

infer that the compliance logic guides the activity of these professionals, especially in the 

case of local tax consultancy firms, with few connections to international networks of tax 

consultancy. By compliance logic, we refer to activities such as assisting customers with 

filling in tax forms, explicating tax legislation for the customer and taking good care that 

taxes are paid on time and no tax evasion occurs deliberately. 

 

However, despite the compliance logic being present, the traditional, commercially-driven 

logic appears to be well established and govern tax consultancy activities. This implies also 

that tax avoidance, such as off-shore use and international financial schemes, is frequently 

employed. This occurs either at customers’ request or as a pro-active means to reach 

customers and their tax minimisation expectations. Refraining from tax avoidance does not 

make good business sense, in the views of many interviewees, especially those representing 

large consultancy firms. Moreover, we identify various factors which seem to impede tax 

consultants to consider such an alternative. Such factors are: the orientation towards the 

customer of TCs, the professional values of the TCs, their reluctance to distinguish ethicality 

from legality, but also country specific factors such as corruption in Romania. All these relate 

to institutional settings in which tax consultancy field operates. These institutional structures 

of contemporary societies pose constraints on the kind of practices to be employed by these 

professionals. 

 

Based on our findings, we suggest that with respect to the tax consultancy field, in Romania 

at least, changes of the institutional logic are unlikely to occur without the efforts and ability 

of external actors to impose the societal oriented logic for the tax consultancy field. Such 

actors can be, for example media, tax authorities and tax legislators. 

 

Keywords: Tax consultancy field, Institutional logic, Tax avoidance 
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HYPOTHETICAL AGRONOMIC RESEARCH AND HOUSEHOLD BEHAVIOUR: THE CASE OF 

SIKASSO/MALI 

 

Attia, Adel 

 

UMR 7235/CNRS & Université Paris Ouest nanterre La defense-france, France 

 

Hypothetical agronomic research and household behaviour: the case of Sikasso/Mali 

 

* Adel ATTIA 

 

Mali ‘s rural reform initiated in 1990, had significant effects on agricultural production and 

productivity as well as rural/peasant household production in the region of Sikasso in the 

south. The analysis of peasant households is important because probably no less than a 

quarter of the world population belongs the farm (peasant) households, and most of this 

population is in the less developed countries (Ellis, 1988 cited by De janvry 95) 

 

The need to increase food production has steered food policy research in Mali towards 

studying the causes and impacts of increased production and productivity as a result of state 

policies. However, there have been very few studies of houshold production behaviour 

under the risk and uncertainty. The non-availability of micro-level data has limited previous 

studies, causing them to concentrate on aggregate household production. 

 

Economic analysis directly addressing agricultural research has been conducted by IRE 

“Institut d’économie rurale”/Mali and concerning the impact of modern varities of rice like 

BG 90-2, kogoni 91-1, AD 9216 on profit. Considerations of desired level of research and 

potential adoption by households is useful in evaluating benefits of research projects. While 

much research has focused upon evaluating agricultural research, considerations of risk and 

potential reduction of production risk from the findings of agronomic research appear to be 

lacking in the literature. Furthermore little attention has been directed at the mathematical 

programming approach in an ex-ante framework. 
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At the other hand, agricultural production is typically a risky business. One specificity of 

peasant households is the importance of behaviour toward risk.The importance of risk in 

Households production is well evidenced and studied (Anderson; McCarl; Boussard; Dillon). 

The variability of yields can lead to a major source of fluctuation in profits for households 

and is therefore a primary production risks. But as we say, no studies in Mali has been 

focused upon agronomic research directed at the reduction of the variability of yields of 

major commercial crops as the rice. (rice is also important to poor household in Mali) 

 

Objective of this study is to provide insight into the adoption process, microeconomics 

effects of alternative cultivars for hypothetical rice and coton producers of differing 

attitudes toward risk in the region of Sikasso ( many cercles: Bougoumi, Sikasso, Kadiolo, 

koutiala, kolondiéba, Kadiolo,…etc). The purpose of this paper is to provide economic 

analysis of alternative agronomic research functions associated with risk attitude ( the three 

famous cases:neutral etc…) of two kind of household: a poor and a commercial one 

 

Furthermore, since households know less about the distribution of returns associated with 

modern/new varieties of rice, subjective beliefs about profitability and risk are expected to 

be important factors in this decision. The role of a household decision individual’s 

perceptions of return distributions has not been measured and studied in a developing 

country like Mali and in only a few instances in the development literature about developing 

countries (O’Mara; Goodwin et al; Walker). 

- ---------------------------------------- 

 

*Dr. Adel ATTIA, Researcher UMR EconomiX 7235 (CNRS & Université Paris Ouest Nanterre); 

EconomiX, Bat G, Université Paris Ouest , 200 av.de la République-92001 Nanterre Cedex 

France- email : aattia@u-paris10.fr 

 

Hypothesis 

 

A risk averse household may in fact be willing to sacrifie some of expected yield in order to 

decrease the variability of yields, thereby reducing the fluctuation of overall profits. The 

question arises as to the degree of expected yield sacrifies that the household would be 

willing to accept. 

 

If a higher expected yield would be associated with a reduced yield variability, risk averse 

farmers would obviously take such a cultivar 
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At the other hand, the less certain results of tradeoffs between lower yield mean and 

reduced yield variability are the objectif in this paper. If the household could select how 

much agronomic research was undertaken to reduce yield variability of rice, what would be 

the desired variability of these modern varieties? The question of adoption and houshold’s 

desired level of yield variability reduction is combined (coupled) with the questions of 

attitude toward the risk and profit distributions. 

 

This paper focus on the micro-level , hypothetical household’s response to modern varieties 

of rice and on the household’s perception and perspective of potential costs of reduced yield 

levels ; What households would be willing to select in terms of modern varieties and sc of 

their attitude toward risk. 

 

The Data 

 

L’Office du Niger is the biggest zone with his potentiel arable erea which was about 900 000 

ha but the agricultural area effectively used only about 15% ( 100 000 ha). 

 

The data used in the analysis are from the a collaborative research project between Bamako 

university and the “institute d’économie rurale. The survey was administrated from 2006 

to2009. The survey covered 1000 households from Sikasso region in the southern part of 

Mali. A stratified random sampling procedure was employed to select 100 households each 

from Sikasso cercle: 180 households from Koutiala cercle and Bougoumi cercle. The survey 

was conducted over two seasons – (july-october) , winter (November – February), and 

summer ( March – june) to capture seasonal influences on production and consumption. 

 

Implicit prices for individual commodities were derived from the purchased quantity and 

total expenditure data. Price indices for the aggregates commodity bundles were computed 

using the geometric mean with expenditure shares as weights. 

 

The organisation of the paper is as follows: in the first and second section , the region of 

Sikasso is defined and a theoretical properties shown. Section three contains a description of 

the data used in the analysis, while the estimation methods and the results are presented in 

section four; finally, the last section provides a discussion of some of the study implications. 
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Method 

The study involved the use of an expected value-variance production risk analysing utilising 

mathematical programming procedures ( we use GAMS, General algebric modelling System). 

The expected value-variance resource allocation nonlinear programming model representing 

the decision-making environment of the hypothetical producer. 

 

The objective function maximizes expected profit less Pratt risk-aversion coefficient times 

the variance of profit. 

 

The activities of production management decision –making model will be categorized into: 

production activities, product sales, expected profit, agronomic research adoption 

 

The constraints of the production are as follows: land balance, sales balance, expected profit 

balance and agronomic research limitation 

 

From the base case risk analysis result , three different yield variability reduction functions 

will be represented in the analysis: 

 

Risk analysis for the 1% yield reduction factor with 

 

100% maximum yield variability reduction 

 

75% maximum yield variability reduction 

 

Risk analysis for the 0,1% yield reduction factor with 

 

100% maximum yield variability reduction 

 

75% maximum yield variability reduction 

 

- ----------------------------------------------------------------------------------- 

 

Keywords: rural household behaviour, attitude toward risk, math.programing, agricultural 

research, risk perception 
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HOW THE PRIVATE HAPPINESS INVOLVES THE PUBLIC WELLBEING? A NEW PARADIGM 

ADAPTED TO OUR WORLD KNOWLEDGE ECONOMY: 

 

BAULANT, CAMILLE 

 

University of Angers, France 

 

For the last 20 years, the world economy has evolved at great speed. Every good, capital 

asset, knowledge is mobile and induces rising competition (Porter, 1990; Aghion et al, 2005). 

The knowledge economy induces rising cooperation with the “Division of Cognitive Labor 

process” (DLC) which in turn induces a specialization within knowledge (Brown and Duguid, 

1991, Muldoon, 2013). In this process, agents need to cooperate with each other in order to 

co-build new knowledge. Despite these two world evolutions, different paradoxes seem to 

be more and more present in daily life. In effect, the increase of technological progresses 

seems to be accompanied by a decrease in happiness (Sen, 2008, Attali, 2013). Individuals 

increasingly seek authentic moments of happiness while at the same time increasing their 

consumption of antidepressants (Ben-Sahar, 2007, Achor, 2010). For a long time, 

cooperation relationships were simply opposed to efficient performances and natural 

relationships (like sharing) opposed to progress relationships (like internet). But for 

increasing happiness without buying and owing consumer goods, more and more people 

choose today to practice collaborative consumption in using internet networks (Massé, 2000, 

de Rosney,2008, Rachel Botsman and Roo Rogers, 2010, Lisa Gansky, 2010). Most economic 

studies show that the rate of economic growth in different countries of the world is not 

linked to the degree of happiness of the population (Cohen, 2008, Porter and Kramer, 2011). 

Despite real technical and economical progresses in life, the gap between potentially being 

happy and really being happy has never been as wide as today. Psychologists and 

economists concerned with the behaviorist approach highlight this contradiction. On the one 

hand, individuals manage to adapt efficiency in this moving world (from the evolutionary 

approach). On the other hand, individuals make unconscious errors in their expectations 

about what happiness could be for them. They therefore end up not being as happy as they 

could be (Kahneman, 2011, Dolan, 2014). From the macro level, the Attali working group on 

the “positive economy” remarks for example, that France is ranked 5th for her economic 

activity but only in around the 22nd rank for her social and environmental activity (Attali, 

2013). 
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In order to solve this problem, most individuals are tempted to follow linear solutions. Some 

academic authors in business recommend using “economic war” tools in order to increase 

their economic power on the world market (Baumard, 2012; D’Aveni, 2012, Harbulot, 2014). 

Others academic authors dream, on the contrary, of a rising human development where 

everyone can live together happily (Morin, 2011, Attali, 2013). These binary answers will 

become dangerous when no interaction in these different kinds of thinking is possible. In the 

world knowledge economy, the problem is thus to understand and to learn how to think and 

act in a complex world. A world where the factors involved in the individual and 

organizational dynamics of development are often opposed: rational or emotional behaviors, 

cooperation or competition relationships…The paper proposes a new way of thinking and 

acting for individuals and organizations in a world knowledge economy. In such an economy, 

thinking and acting have to be re-founded on dynamic processes based on co-building 

networks in order to increase both individual and collective efficiency. 

 

In the first part, the paper analyzes how the recent world changes and evolves to use a 

complexity theory (Morin, 1977; Le Moigne, 1990) in order to establish the qualitative inter-

dependences which exist between individuals and the collective performances. The 

complexity approach sets down the dynamic interactions which exist between agents, 

organizations and their environment which are co-built together. In an economy which tends 

to become “inclusive”, it is important to analyze the contradictory relationships which exist 

between the degree of freedom of each individual and the degree of organization of the 

whole society. In this analysis, agents have to stay “open” to the external environment in 

order to innovate and have to be “constraint” by the internal organization through the “path 

dependency”. The key factor of the complexity approach is to propose dynamic feedbacks 

between cooperation and competition relationships among individuals. On the one hand, 

the cooperation relationships involve some increasing scale economies for all the agents. On 

the other hand, the authority relationships give a stable direction that agents must follow 

during a certain period of time. The disorder process and order process co-move which lead 

to the exploitation of innovations which emerge from these frequent interactions. In the 

“hard sciences” such as mathematics, Atlan, 1968 and Morin, 1977 show that the “negative 

feedbacks” (orders created by disorder) are more important than the “positive feedbacks”. 

Contrary to the “soft sciences”, such as human sciences, where the positive feedbacks 

(complexity) are more important that negative feedbacks (order). Some philosophers such 

as Gaston Bachelard, and some engineers such as Jean-Louis Le Moigne (1990) analyze the 

original case of the “engineering sciences” which are in between the “hard sciences” and the 

“soft sciences”. This intermediary position is interesting because this level has specific 

proprieties. These “intermediary level” uses to smartly mix opposite factors such as emotion 

and rationality, dream and reality, ethics and sciences in order to create new innovations (Le 
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Moigne, 1990, Kahneman, 2011, Taleb, 2012). In this organizational process, order is related 

to complexity by the concept of “emergence proprieties”. In emergence proprieties, the 

relationships between individuals are more important than the individuals themselves and 

the feedbacks finally create organization levels which could become independent from the 

individuals. 

 

In the second part, the paper will analyze how each individual looking to increase their 

happiness (Dolan, 2014) could induce efficient collective strategies for the organizations 

(Porter, 1990, Aghion, 2005, Thaler and Sunstein, 2011). This study proposes to interlink two 

long run strategies based on networks in order to promote happiness and efficiency in a 

Knowledge Economy (Nelson et Winter, 1982). In order to “design” the happiness 

foundations, Dolan (2014) and other psychologists (Kahneman, 2011) point out four main 

factors which seem important in order to increase the happiness of each agent: having 

positive feelings, being open, trusting other people as well as trusting themselves. 

Experiments also point out that “thinking positively” makes us more intelligent, more 

motivated and more powerful (Ben-Sahar, 2007, Achor, 2010). “Thinking outside the box” 

and knowing how to stay “open” to new ideas is also important for individuals who want to 

avoid using their “negative repeat cognitive pictures” they have when they are passive. 

Individuals need to think by themselves and to trust in their power. And, finally, there is no 

happiness process without cultivating confidence in our friends (Goleman,..). 

 

After studying the long run happiness advantage for individuals, it is important to study how 

individual happiness could involve a long run competitive advantage for all individuals when 

they decide to organize themselves in networks. The objective of this analysis will be to 

show how the creation of sharing networks in a knowledge economy could thus help all 

kinds of organizations (communities of practice, firms, clusters) to co-build their own long 

run sustainable “competitive advantage”. In order to do so, the results of psychologists’ 

researches concerning happiness will be linked to the “competitive advantages” defined by 

Porter and Aghion during the nineties. In introducing “happiness feeling in collaborative 

networks, it is possible to show that happiness is a good motiving factor for inducing 

individuals to cooperate within networks. In such sharing networks, happiness feelings will 

induce economic efficiencies. For the society as a whole, it thus becomes possible to co-build 

original relationships within networks between supply and demand factors and between 

cooperation and competition behaviors in order to reach a rising individual and collective 

efficiency. 

 

In the third part, the paper deals with the management of short run actions and it raises the 

question of how individuals and organizations could begin to act concretely. In two cases, in 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 413 

improving their degree of happiness, individuals could also involve an efficient collective 

information management which becomes more and more important in the world knowledge 

economy where they live (Thaler and Sunstein, 2011; Ben-Sahar, 2007, Achor, 2010). 

 

If individuals want to be consistent with their desire of long term happiness, they need to 

find a motiving spark to start acting (Dolan, Thaler). As research in psychology shows, it is 

impossible for all people to be courageous and efficient all their lives. Small habits and 

routines are therefore important and much more powerful than one governing motivation. 

In order to be applicable, the paper will analyze three small actions that individuals could 

undertake to help them act concretely: create new habits, advance step by steps through 

problems and accept and start over after failure. 

 

The paper will study finally how the individuals could act efficiency together in a world 

knowledge economy. The individuals working in networks have to pro-act in order to lead 

their long run innovation strategies into different short run actions. With the globalization 

and the Information and Communication Technologies revolution, agents could use more 

and more “information competitiveness” tools which are complementary to the different 

kinds of competitiveness. To increase their information competitiveness on the world 

markets, agents (individuals, firms, networks, clusters) have to learn to use different kinds of 

pro-active networks: the “sharing networks” for increasing their acting efficiency, the 

“positive lobbying networks”, such as associations for preserving the planet. But also the 

well-being of all the people around the world, in order to increase the long run happiness of 

people within their networks and the ‘institutional networks”. These networks are toady 

able to efficiency protect the long run strategies of happiness and innovation for all the 

agents. 

 

Keywords: Complexity, Happiness advantage, competitive advantage, sharing network, 

Stake-holders 
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WHY DO WE IGNORE OPPORTUNITY COSTS? 
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This work focuses on opportunity cost. Opportunity cost is the maximum profit that is lost 

when choosing a particular alternative. This term is an important aspect in financial 

decisions and any decisions because considering it helps to reach an effective planning and 

making high quality decisions. 

 

Many studies have shown that despite the great importance of the opportunity cost in the 

decision-making process, decision makers tend not to take it into account. Past studies have 
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found various factors that influence the tendency to ignore the opportunity cost. The 

purpose of this study is to examine some of the reasons that have not yet been tested for 

ignoring opportunity cost such as psychological distance (various aspects), cognitive effort 

and impulsive tendency. The study results showed that psychological distance in an aspect 

of time and space reduced the tendency to ignore the opportunity cost, but this 

phenomenon does not occur for the social distances and hypothetical distances. In contrast, 

the cognitive effort actually increases the tendency to ignore, while consider of opportunity 

cost was found not affected by the level of impulsive personality. The results of this study 

may help to adopt patterns of behavior and thinking that encourage ability to make better 

decisions. 

 

Keywords: Opportunity Cost, Psychological Distance, Temporal Distance, Spatial Distance, 

Social Distances, Hypothetical Distances, Cognitive Effort, Impulsiveness, Financial Decision 

Making. 

 

 

CAN AIRLINE CUSTOMERS VALUE AIRCRAFTS’ SAFETY REPRESENTED BY TECHNICAL TERMS? 

 

Endo, Toyoko; Ito, Satoshi; Fujimura, Shuzo 

 

Tokyo Institute of Technology, Japan 

 

1. Introduction 

 

With respect to human information processing about products or services in the situation 

where his/her motivation, capability or knowledge was insufficient, the elaboration 

likelihood model (Petty & Cacioppo, 1986) and the heuristic-systematic model (Chaiken, 

1980) presumed that the peripheral route, or heuristic, processing took charge of lowering 

his/her cognitive load and evaluating intuitively based on perceived credibility and 

attractiveness of the information provider. 

 

Many businesses, in fact, have implemented the theory of the peripheral route approaches 

to generate a positive reception from customers, especially when technical information is 

involved. The same holds true for our theme “aircrafts’ safety”. According to major airline 
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customer surveys of Japan (Nikkei Business, 2012; JCSI, 2013), the safety has been listed as 

the most important element to consider when choosing a carrier to fly with. However, the 

evaluations of safety in them were almost exclusively based on overall corporate images and 

reputations. They stood on neither technical reasons nor some quantified data. 

 

Omori (2015) discussed in his case investigation of Japan Airline (JAL)’s managerial crisis 

after the serial unsafe events caused in 2005 that as a result of media’s emotional 

amplification of such unsafe events in a way to bring back memories of JAL’s severe crash in 

1985, its corporate competitiveness was severely damaged. According to Omori (2015), the 

unsafe events of JAL back then were technically irrelevant to cause any aviation accidents. If 

JAL had succeeded in providing information to help their customers think more objectively 

about the aircrafts’ safety, then it could have been able to build more mutually beneficial 

relationship with its customers. 

 

Then, what technical data could objectively represent aircrafts’ safety? Some international 

surveys such as Airline Ratings (2014) and JACDEC (2013) used the occurrence of aviation 

accidents in the past as an indicator. However, aviation accidents are stochastically rare 

events and can also be caused by reasons other than airlines’ operational management such 

as airframe damage by extraneous factors, and judgment errors by air controllers. 

 

We believe the frequency of occurrence of an aircraft maintenance discrepancy, not 

comprehensively but specifically, could serve as the indicator because it is the direct result 

of the airlines’ proactive technical management. Also, the figure is quantifiable and publicly 

accessible. Japan’s Ministry of Land, Infrastructure, Transport and Tourism (MLIT) defines 

the aircraft maintenance discrepancy as the events which any important system for safety 

installed in the aircraft, such as engines, communication and electrical systems, do not 

function normally during flights. Airlines are obligated to report such events to MLIT for the 

sake of future accident prevention. However, no prior survey has attempted to 

communicate this concept to airline users or studied the users’ possible responses to it. 

 

Using the frequency of aircraft maintenance discrepancy as a safety indicator, we conducted 

an exploratory study to find out about airline users’ decision making approaches toward the 

safety. 

 

2. Study Design 

 

In our study, we conducted an online questionnaire survey. The participants were asked to 
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express their willingness to pay (WTP) for their own travels in cases of nine alternative 

airlines A to I, each with different number of maintenance discrepancies reported annually. 

The initial value was set at Airline E whose discrepancy frequency was 10 cases per 10,000 

flights (0.1%) and its airfare was 30,000JPY. Relative to the initial point, the participants were 

asked to decide their WTP for Airline A (0.001%) to D (0.05%) and F (0.15%) to I (1%) within 

the range of ±30,000JPY by 5,000JPY intervals. They were also given an option not to choose, 

regardless of pricing. 

 

It is widely known as anchoring that people make estimates by starting from an initial value 

that is adjusted to yield the final answer (Slovic and Lichtenstein, 1971) and different initial 

value yield different estimates, which are biased toward the initial values (Kahneman, 2011). 

Therefore, we needed to adopt the initial values representing the real-world condition. Since 

2009 through 2013, the average annual discrepancy frequency of five major Japanese 

airlines was 8.62 cases per 10,000 flights. Based on that figure and for the sake of simplicity, 

the initial point was set at 10 cases per 10,000 flights. In addition, the price of the same 

airline at the initial point was set at 30,000 JPY, an average price for a domestic one-way 

flight in Japan. However, its route and flight distance were not designated by us but left to 

the assumption by each respondent in order to avoid a deviation caused by the difference of 

their sense of monetary value. The respondents also learned beforehand that the other 

qualities such as comfort, convenience, and punctuality, except for maintenance discrepancy, 

were constant among all the airlines, A through I. 

 

Slovic, Finucane, Peters and MacGregor (2004) explained that emotions and preferences 

interfered with human’s decision making process and mental substitution or replacement of 

problem occurred. And they called such phenomena as affect heuristics. In our study, the 

respondents were to solve the given problem on determining a price for each airline, 

together with more emotional processing of deciding their acceptable range. We therefore 

added the “ineligible choice” option to price alternatives which enabled us to analyze the 

results from multiple perspectives. 

 

Four types of explanations on aircraft maintenance discrepancy were compiled as follows: 

 

(1) The events which any important system for safety installed in the aircraft, such as 

engines, communication and electrical system, do not function normally during flights. 

Airlines are obligated to report such events to MLIT. (Ordinance for Enforcement of the Civil 

Aeronautics Act 221-2) 
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(2) The actual frequencies of aircraft maintenance discrepancy of Japanese airlines in the last 

five years were within the range of 1 to 30 cases per 10,000 flights. (The approximations 

were based on the safety reports of the five Japanese airlines: ANA, JAL, SKY, SNA, and ADO, 

2009-2013.) 

 

(3) Although the aircraft maintenance discrepancy, when occurred multiply or with other 

unsafe events, could lead to an aviation accident, normally a single case of maintenance 

discrepancy neither affects the aircraft’s normal operation, nor becomes an immediate 

cause for an aviation accident. (ANA, 2013; JAL, 2013; AIRDO, 2013) 

 

(4) No Japanese airline caused plane crash due to aircraft maintenance discrepancy in the 

last 30 years. 

 

All respondents were informed of (1) and (2) above. A half of the respondents were 

randomly assigned to the control group and given two additional facts (3) and (4) referring 

to general consequences. Later, we call the group given the (1) and (2) explanations only 

Group 1 and the control group Group 2. If the acceptable range of Group 2 knowing the 

possible damage to them is close to zero is wider than that of Group 1, it will suggest that 

communicating safety explained thoroughly with this technical indicator may be useful for 

preventing reputational damages. As for the WTP, the educational effect can be considered 

if the figures of Group 2 are significantly lower than Group 1. 

 

From an ethical perspective, we presented information (3) and (4) to Group 1 who had to 

think and answer based on only (1) and (2) above after they completed their questionnaire 

because learning about the safety by halves could lead them to anxiety and we needed to 

prevent it. 

 

3. Respondent Population 

 

Among the 5,000,000 registrants of Intage Inc., one of the largest survey firms in Tokyo, we 

collected 2,161samples equally spaced by age brackets 20’s―60’s. The survey was 

conducted from March 3 through 5, 2015. The predetermined selection rules were to limit 

the participants only to those who had actually traveled by air within the last 12 months and 

to exclude airline workers in oreder to make sure that the respondents were not 

professionally-biased. We screened out inconsistent data such as the ones showing higher 
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values for higher/worse discrepancy levels and lower values for the lower/better 

discrepancy levels. Eventually, we gained 1,713 samples for our analysis. 

 

4. Statistical Analysis 

 

The selection and non-selection ratios of each airline in both groups were compared and 

examined, using the chi-squared test. The respondents were stratified into nine layers based 

on their acceptability ranges. We calculated the price changes from the initial value. And the 

differences of the changes between the groups were compared and analyzed, using Mann-

Whitney’s U-Test. 

 

5. Results 

 

At Airline C (0.01%) , D (0.05%) and E (0.1%, the initial point), the selection ratios of Group 2 

were significantly higher than Group 1. At the two airlines with the lowest maintenance 

discrepancies, Airline A (0.001%) and B (0.005%), the selection ratios did not differ 

significantly between the groups. At the Airlines F (0.15%) to I (1%) whose discrepancy levels 

were higher/worse than the initial point Airline E, no significance between the groups was 

observed. 

 

The WTP was converted to percentage of the initial value 30,000JPY and stratified by the 

acceptable ranges. When comparing the mean scores at the same discrepancy levels of the 

following three groups of the layers, (a) of those who did not accept the initial value; (b) of 

those who accepted the initial value but set the lowest threshold above Airline I; and (c) of 

those who did not set any threshold, the ones in the layer (a) tended to price lower and 

those in the layer (c) priced higher than the others. Within the ranges of their pricing 

decisions, the respondents' cognitive loss towards the airlines with double (Airline G) or 

tenfold (Airline I) the aircraft maintenance discrepancies of Airline E, the initial point, were 

much more than their cognitive gain from the airlines with a half (D) or one tenth (C) 

maintenance discrepancies of Airline E. The changes in cognitive losses and gains were 

widest near the initial point and the sensitivity diminished with distance from it. These 

results of loss aversion and diminishing sensitivity conform to the prospect theory (Tversky & 

Kahneman, 1979). 

 

The WTP did not respond to the definite discrepancy frequency in proportion but rather 

seemed to be evaluated in the order of the discrepancy levels. The significant difference 

between Group 1 and 2 was limited to the partial areas with their frequency level 
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lower/better than the initial point. There was no significant difference in the region whose 

discrepancy level was higher/worse than the initial point. 

 

6. Discussion and Conclusion 

 

The Group 2’s significantly high selection ratios at Airlines C, D, and E suggest that the 

information on the general consequences of the aircraft maintenance discrepancy may 

alleviate the users’ zero risk demand. Simultaneously, the same knowledge does not serve as 

an alleviator towards the airlines causing more discrepancies than the initial point. 

Significant difference was not observed in Airline A and B presumably because they were 

considered unquestionably safer than the real-life airlines. 

 

On the WTP, our study assumes two types of rational decision makers depending on their 

sensitivity to potential risks. Given that our respondents understood correctly that the 

benefits from all airlines were equal, the most rational act for those who wish to avoid 

possible hazard, even if only slightly, is to choose Airline A at the lowest possible price, which 

is equal to the initial value 30,000 JPY. The other rational act for those who are insensitive to 

the indicator is to accept all airlines only at the lowest possible prices. 

 

However, the former rational thinkers turned out to be 2% among all respondents. The 

latter rational thinkers were only 1% among all. The remaining great majority set up their 

acceptability range and made their pricing decisions within it. The result in which most of the 

respondents show their decisions differing from the aforementioned rational behaviors 

suggests that the idea of aircraft safety submerged into the minimum price does not fit in 

their evaluation logic. 

 

In this study, we confirmed a type of affect heuristics where the original problem was 

disassembled into two stages of the human information processing. The one is to define the 

scope of decision making and the other is to make adjustments within their payable ranges. 

And such an adjustment is also subject to be influenced by the intuition. 

 

Keywords: consumer psychology, risk communication, affect heuristic, safety, airlines 
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SOCIO-PSYCHOLOGICAL FACTORS OF CONSUMER'S DECISION MAKING 

 

Folomeeva, Tatiana Vladimirovna 

 

Lomonosov Moscow State University, Russian Federation 

 

We examined the specificity of consumer decisions in different situations: the situation of 

the making planned decisions (carried out purposefully, deliberately), the situation of the 

making impulsive decisions (ongoing spontaneous, unplanned), the situation of making the 

decision to refuse consumption. In this study the role of socio-psychological factors of 

consumer behaviour was clarified. This survey was conducted by questionnaires using the 

method of semantic differential. The sample consisted of 220 people, and about 546 

decisions of various types were analyzed. 

 

The obtained data were processed using the method of factor analysis in SPSS program. The 

pole on the characteristics of consumer solutions was determined by mean values. The level 

of significance a = 0, 05. 

 

The analysis scheme. We had allocated a number of factors for the three situations making 

consumer decisions. Each factor is characterized by descriptiveness, as well as the coherence 

of its constituent variables. Each variable included in the factor has a certain load, reflecting 

its correlation with the factor. In the analysis of the identified factors all the above 

mentioned characteristics were taken into account. Thus, the factors with greater 

information content, were seen as more important in the consumer decision process. 

Calculation of coefficient alpha Cronbach's allowed us to identify factors which are 

characterized by sufficient and high consistency variables and, therefore, to discard the 

factors leading to low coherence variables and to draw conclusions about the quality of our 

Toolbox. Variables within each factor were divided into semantic blocks, which could come 

as one variable, and several close in meaning. In order to compare the weight of the 

obtained components, load variables within each component were summed For clarity and 

convenience, we brought the load to integers by multiplying them by 100. In the following 

equations, X is the correlation coefficient of the variable with the factor. Let us assume that 

X is equal for all variables. 
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Below is a summary table of factors for the three studied situations consumer decisions 

making process. 

 

Planned decision 

 

The total information content of the selected factors – 73,208 %, which suggests that they 

determine more than half of the total variance of the traits. 

 

Factor, components, load 

 

1. Consumer preferences 

 

• the credibility of the brand, the experience of using it: 258x 

 

• the need for comfort and positive emotions: 175x 

 

• group affiliation: 93x 

 

Descriptiveness 9,041 % Agreedness (αCronbach's): ,856 

 

2. Consumer installation 

 

• preference among of other goods or services , positive attitude: 139x 

 

• interest, including in connection with popularity: 111x 

 

• availability: 48x 

 

7,885 % ,813 

 

3. The need to risk 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 423 

 

• the need for risk in the absence of force majeure: 143x 

 

• attractive appearance: 56x 

 

• group affiliation: 96x 

 

5,489 % ,707 

 

4. Negative emotions towards others, lack of motivation of affiliation 

 

• laziness: 77x 

 

• negative emotions to other people: 66x 

 

5,462 % ,684 

 

5. Dependent independence 

 

• the need for communication and group membership: 122x 

 

• the need to improve conditions of life: 40x 

 

• the need for independence: 38x 

 

4,552 % ,673 

 

6. Group membership and social status 

 

• group membership and social status: 167x 

 

4,472 % ,613 
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7. The lack of activities 

 

• · lack of social and physical activities: 121x 

 

4,403 % ,607 

 

8. Negative or consumption 

 

• low self-esteem: 63x 

 

• negative use conditions: 104x 

 

4,087 % ,612 

 

Impulsive decision 

 

The total information content of the selected factors – 72,145 %, which suggests that they 

determine more than half of the total variance of the traits. 

 

1. Group affiliation 

 

• affiliation to social groups, social status: 483x 

 

• preference among of other goods or services that have a positive attitude: 141x 

 

• the absence of force majeure: 76x 

 

13,757 % ,914 

 

2. Dependent independence 

 

• the need to improve conditions of life: 134x 
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• the need for communication, the influence of others: 156x 

 

• the need for independence: 92x 

 

8,295 % ,884 

 

3. Negative situation or conditions of consumption 

 

• negative use conditions: 73x 

 

• negative emotions, bad mood: 129x 

 

• savings: 68x 

 

• lack of motivation of affiliation: 50x 

 

8,031 % ,787 

 

4. Social, fashion and media information 

 

• the popularity of the product and information from media: 193х 

 

6,768 % ,769 

 

5. Spontaneous desire 

 

• lack of knowledge about the product, service, brand: 147x 

 

• the availability, convenience goods or services: 147x 

 

• spontaneous desire: 56x 
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6,761 % ,828 

 

6. The lack of activities 

 

• lack of social and physical activities: 141x 

 

4,617 % ,619 

 

7. Negative emotions towards others, lack of motivation of affiliation 

 

• negative emotions to others, lack of motivation of affiliation: 126x 

 

4,330 % ,660 

 

8. The need for risk 

 

• low cost: 71x 

 

• the need for risk: 60x 

 

4,065 % ,613 

 

9. Laziness 

 

• laziness: 131x 

 

3,449 % ,645 

 

The decision to refuse from the consumption of 

 

The total information content of the selected factors – 74,49 %, which suggests that they 

determine more than half of the total variance of the traits. 
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Factor, components, load Descriptiveness Agreedness (αCronbach's) 

 

1. Dependent independence 

 

• features of group membership and social interaction: 462x 

 

• consumer preferences: 116x 

 

• the need for independence: 111x 

 

• interest, information from the media: 100x 

 

• cheerfulness, activity: 61x 

 

• force majeure: 56x 

 

Descriptiveness 14,040 % Agreedness (αCronbach's) ,924 

 

2. Laziness 

 

• lack of physiological needs: 139x 

 

• savings: 73x 

 

• laziness: 71x 

 

8,219 % ,787 

 

3. Distrust 

 

• lack of information about the product or brand: 173x 
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• sufficient time for decision: 59x 

 

• high price: 54x 

 

• no need for the product or service: 53x 

 

6,801 % ,780 

 

4. A balanced approach 

 

• balanced decision: 79x 

 

• lack of motivation of affiliation: 57x 

 

• no need for new sensations: 50x 

 

• adverse conditions of purchase: 45x 

 

5,158 % ,752 

 

5. Caution 

 

• caution in the choice: 72x 

 

• the popularity and attractive exterior: 118x 

 

• unprofitableness: 90x 

 

5,122 % ,750 

 

6. Need in an advice 
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• the need for advice, communications: 119x 

 

• availability of goods or services: 60x 

 

4,839 % ,731 

 

7. No need 

 

• no need for the product or service: 76x 

 

• the need to improve living conditions: 51x 

 

4,350 % ,672 

 

8. Negative emotions towards others, lack of motivation of affiliation 

 

• negative emotions to others, lack of motivation of affiliation: 166x 

 

4,333 % ,669 

 

9. Low self-esteem 

 

• low self-esteem: 130x 

 

4,053 % ,672 

 

10. Negative situation or conditions of consumption 

 

• negative use conditions: 107x 

 

• accordance to social status: 53x 
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3,854 % ,611 

 

Conclusions: 

 

1. Socio-psychological factors have a significant impact in all situations in consumer decision 

making process: planned, impulsive, the decision to refuse from consumption. Socio-

psychological components were detected in almost all factors. 

 

2. The main socio-psychological regulators of consumer's decision making process are 

features of group membership of consumers, consumer preferences and attitudes, as well as 

the need for communication. 

 

3. Consumer preferences may be determined in accordance with the characteristics of group 

membership and Vice versa – the consumer process oneself to certain social group based on 

their preferences. 

 

4. Great influence on the formation of consumer preferences and attitudes provides 

information from the media, advertising, and social fashion. 

 

5. For all situations of decision making, the specific factors as well as the similar factors were 

identified. 

 

6. For all situations of decision making process following factors were identified: dependent 

independence, negative emotions towards others and lack of motivation of affiliation 

negative situation or conditions of consumption. 

 

7. Factor, which we called "dependent independence" includes two main components: 

group membership, the need to communicate and the need for independence. Consumers 

in the choice of consumer goods often come from the nature of their group affiliation or 

aspire to certain communications, to obtain advice and to protect themselves from the 

wrong decision, but also often position their independence from others, and the decision as 

if it was made beyond the group context. 

 

8. The factor "negative emotions to others and lack of motivation of affiliation" is 
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characteristic for all three decision situations and can be interpreted differently according to 

the nature of the situation. 

 

9. For impulsive and planned decisions the factor "need of risk" was found. 

 

10. For impulsive and planned decisions the factor "lack of activities" was found. It can be 

interpreted as the possibility of making impulsive decisions in the absence of social and 

other activities without worrying for the consequences, on the one hand, and as freedom of 

choice in a situation of planned decisions on the other. 

 

11. For impulsive decisions and the decision to refuse from the consumption the "laziness" 

factor was discovered: as an unwillingness to work with the information (for impulse) and 

the unwillingness to make the extra steps and spend the extra money (for refusal). 

 

12. In the situation of planned decision the key factors are consumer preferences and 

attitudes, formed in the process of interaction with products, services and information from 

mass media and advertising. The factor of group membership plays a role, but has less 

weight. The large scatter of data and a smaller coherence variables can be noted, that can be 

explained by the fact that the planned decisions can take a long time to make and can be 

influenced by various factors. 

 

13. In the situation of impulsive decisions determining factor are features of group 

membership and interaction with other people. Preferences, attitudes also play a role, but 

have smaller impact and are included as a component in other factors. But social fashion 

appears as a separate factor, not as a component factor. Often impulsive decisions are made 

out of interest to try one or another popular product. 

 

14. For the situation of refusal of consumption a complex factor "dependent independence", 

which includes a large number of variables, was found. On one hand, it is mostly influenced 

by the special group membership and social interaction. On the other hand, consumer 

preferences that can be largely defined by group membership. Third - the need for 

independence and fulfillment, information from the media and the interest in those 

products. 

 

15. In the situation of the decision to refuse consumption the important role is played by the 

lack of information about the product, distrust of the brand, and also a rational evaluation of 
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a product or service. Factors such as mistrust, balanced approach, caution, and the need for 

the advice in order to protect oneself from wrong decision, were identified. 

 

Keywords: consumer's decision making, impulsive decisions, planned decisions, of making the 

decision to refuse consumption 
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DO MULTIFUNCTIONAL PAYMENT MODES INCREASE WILLINGNESS TO SPEND? 

 

Gafeeva, Rufina; Hoelzl, Erik 

 

Cologne University, Germany 

 

Consumers use different payment modes for their financial transactions, ranging from cash 

over credit cards to mobile payment. Leaving the relatively small financial differences due to 

timing or fees aside, a purely rational decision about spending should normatively not be 

influenced by the payment mode (Soman, 2001). However, considerable empirical evidence 

suggests that payment modes influence consumer behavior (e.g., Prelec & Simester, 2001). 

 

A recent development is mobile payment through smartphones or other electronic devices. 

This introduces a new attribute to payment modes: multifunctionality (i.e., integration of 

different services and functions in one device) since an electronic device reaches far beyond 

the sole function of payment (Dahlberg, Mallat, Ondrus, & Zmijewska, 2008). In this study, 

we examine whether multifunctionality as a core feature of mobile payment modes 

influences payment transparency, perceived pain of paying and subsequent willingness to 

spend. 

 

Keywords: Consumer behavior, money 
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PATTERNS OF TRANSFERS RECEIVED BY FILIPINO HOUSEHOLDS 

 

Guarin, Geraldine Enriquez; Inocencio, Ancilla; Sartorio, Luquin; Mercado, 

Arjay; Lacaza, Rutcher 

 

School of Economics University of the Philippines, Philippines 

 

Transfers, whether from a private or public source, are an important source of funds for 

households, especially in developing countries. According to the 2009 Family Income and 

Expenditure Survey (FIES), about two-thirds of all Filipino households receive some form of 

transfers. It is important to understand the nature of transfers, to ensure that government 

transfer programs are well-designed. We seek to describe patterns in transfers received by 

Filipino households. We specifically examine how such transfers vary by socio-economic 

characteristics such as income and point out possible implications for policy. Using the 2009 

FIES, we perform bivariate analysis on this transfer variable, using the following correlates: 

income deciles, age and sex of the household head, and location of the household. The 

results will show that transfers, in general, benefit both poor and rich households although 

the poor receive substantially less transfers than the rich. This suggests a number of 

possibilities: private transfers could be motivated by a mix of reasons, altruism and wealth; 

or that social security benefits could be regressive, in amounts and utilization, as indicated 

by transfer variations across income deciles and location. With the 2009 FIES data, it is not 

possible to identify reasons for the small range in the likelihood of transfers across income 

groups. Further research is needed to better understand this phenomenon. National surveys 

regularly conducted by government agencies should collect more disaggregated data on 

transfers (e.g. separating public transfers from private). 

 

Keywords: conditional cash transfers, remittances, altruism, exchange, household economics 
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CONNECTION OF THE PERSONAL QUALITIES WITH EFFICIENCY OF INNOVATIVE ACTIVITY 

 

Gubaydullina, Gulnara 

 

Center of Psycho-Economic Researches at Saratov Scienсe Center of Russian Academy of 

Science, Russian Federation 

 

For modern economy the main characteristic is that innovation become the leading force of 

economic growth, that transfer from extensive form to intensive. Innovation is now in 

demand by not only individual enterprises, but also by the national economic systems, 

turning into a national competitive advantage. Considering the increasing role of science and 

technology in the development of society, as well as an increase of the race of their 
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development, the study of the problems of innovation becomes especially relevant. 

However, the process of innovation creating and identifying of psychological factors of its 

productivity increasing practically still has not been studied. The process of innovation 

generating, innovation activity today is the "black box" that makes it relevant the question of 

constructing an integrated model of innovation creating, including the mechanism for their 

generation and distribution. 

 

Innovation activity affects not only the economic sphere of society, but also takes an active 

part in the transformation of the socio-political foundations. Today, there are a number of 

problems that hinder innovation development: the internal factors are the internal matters 

of public policy, which is based only on the economic methods of stimulating the innovations 

creating. External problems include unstable political situation that making difficult to search 

or creation of external markets for innovative products and services. 

 

To build an adequate state policy in the sphere of innovations it is necessary to consider a 

human who produces it, which puts the problem of the study of innovation to the leading 

position in this field. One of the important aspect of the study of any kind of activity is to 

identify the individual personal qualities affecting its result and effectiveness. The main 

focus at the moment in this sphere is on professional (activity) important qualities. V.D. 

Shadrikov and his followers have already obtained a number of results regarding the 

professionally important qualities, but these studies were carried out with respect to 

employment, particularly manual labor that has non-creative character. 

 

Despite the high relevance of this direction of research it has not yet determined what kind 

of psychological qualities affect the effectiveness of innovation activity, which led to the 

need for this research. 

 

The problem of innovations in psychology is put in the works of S. Moscovici et al. Economic 

approach to innovation is based on the works of J. Schumpeter, K. Peres, S. Glazyev, S. 

Ermasov, O. Sukharev, and others. The problem of development of economic psychology of 

innovations in Russia can be found in the works A. Karnyshev, A. Neverov, S. Yagolkovskiy et 

al. Psychologists pay great attention to the process of resistance to innovation that is 

reflected in the works of A.I. Prigogin, E.V. Tsukanova, A.A. Tsukanov, V.A. Shtroo and others. 

A study of innovation activities carried out in several Russian psychological schools. For 

example, in the Tomsk psychological school (E.V. Galazhinsky, A.V. Klochko, OM. 

Krasnoryadtseva et al.) it is considered the innovative behavior by going beyond the 

prevailing attitudes and behavior patterns and initiating not by the system of periodically 

actualized needs that arise initiative at the points of human living space, in which there are 
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converge together at least three factors: human capabilities, environment that meets these 

capabilities and readiness of a person to realize their potential "here and now". Irkutsk 

psychological school (A.D. Karnyshev et al.) put in the concept of innovation two meanings: 

it is both something new and the influence of the minority to the majority, which challenges 

or without not only creates, but also ensures the promotion of any inventions or innovations 

in the "masses". Saratov economic-psychological school (A.N. Neverov et al.) defines the 

innovation as a new good of the economic system, a new utility. Nevertheless, the problem 

of psychological qualities influencing the productivity of innovation activity is practically unlit. 

To check these hypotheses, we conduct a comprehensive study of such qualities. 

 

As methods of research, we chose the method of experiment. In the study of innovation 

activity in our view the most optimal is to use the method of experiment, because in this 

case there is a direct immersion of the respondents in the process of activity. In our opinion, 

in this case the experiment is able to give the most reliable results. The modeling of activity 

will be added by psychometrical tests. Psychometric tests can clearly identify psychological 

characteristics of the respondents because there is a standardized system of data processing. 

In conjunction with the survey, including questions on sex and age and social parameters, 

these methods will let to determine the complete picture of the individual characteristics of 

a person. 

 

Experimental research was built on assumptions that have arisen on the basis of theoretical 

analysis. The main independent variable in the experiment, based on the research results of 

Russian psychologists, is performed by objective task of activity. At the same time, the 

values of the social context, spatial and anthropometric indicators act as independent 

interfering variables, because modern science found that they affect the specific character 

and content of activities, but there is no clear evidence about the nature and direction of 

this influence. In addition, the independent variables include disturbing personal and social 

factors. The dependent variable is the result of innovative activity. 

 

In the experiment, respondents were asked to write a business-plan for a new product. It 

was explained the blocks on which it was necessary to write a description. After the 

experiment, respondents were asked to answer the tests questions to identify personal 

characteristics. 

 

These business plans were evaluated by expert assessments of five experts with experience 

in business planning and entrepreneurship. Estimates were put on a 10-point scale on three 

criteria: originality, feasibility, realism. After assessing it was calculated the average of these 

three parameters, we have designated it as level of innovation. 
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Personal characteristics were fixed by battery of tests: 

 

• The structure of self-identity (Method of self-attitude measurement of S.R. Panteleyev); 

 

• Method of the reflexivity level determining A.V. Karpov; 

 

• The measurement method of subjective economic well-being V.A. Khashchenko; 

 

• Raven's Progressive Matrices; 

 

• R. Amthauer test of structure of intelligence; 

 

• Methods of studying of intellectual lability; 

 

• Big Five personality traits; 

 

• 16PF Questionnaire; 

 

• Test measurement of professional readiness; 

 

During this study, we found the qualities that affect to the effectiveness of innovation 

activity. Analysis of the relations between the personal characteristics and effectiveness 

indicators of innovation activity was conducted with the help of correlation analysis. The 

analysis was made by Pearson method. Meaningful connections chosen at a confidence level 

of p <0,05. 

 

Personal qualities that influence on innovation activity effectiveness are: 

 

1. Reverie (r = 0,26) 

 

2. Common sense (r = 0,30) 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 438 

 

3. Inductive verbal thinking (r = 0,28) 

 

4. Thinking mobility (r = 0,23) 

 

5. The general level of intelligence (r = 0,24) 

 

6. Low level of sensitiveness (r = -0,24) 

 

7. Low level of understanding (r = -0,22) 

 

In terms of personal characteristics of the person that successfully perform innovative 

activity they prefer to keep their distance, to have an isolated position in the interaction 

with others. They avoid public orders, negligence in the performance of their duties and 

commitments, cold treat other people, often do not understand those with whom you 

communicate. They are more concerned with their own problems than the problems around 

them. They put their own interests above the interests of others and always ready to defend 

them in the competition. They have the ability to combine, mobility and inconstancy of 

thought, understanding, relationship, thoroughness thinking satisfaction approximate 

solutions, as well as a high level of intelligence in general. The high level of reverie means 

that people satisfy their curiosity, showing interest in various aspects of life, and often trust 

their feelings and intuition rather than reason. They are easily trained, but not seriously 

enough to systematic activities, the emergence of the arguments have a common sense, 

focuses on specific and practical, with a sense of reality that has developed independent 

thinking, sense of language, speech inductive thinking, the ability to feel and have high 

reactivity. 

 

On the basis of identified personal characteristics in the course of further work it is possible 

to create a test aimed at identifying innovative potential of the person that will let to 

identify, support and develop people that are capable of creating successful innovative 

projects, there is appeared an opportunity to develop recommendations for optimizing the 

innovators working conditions. 

 

Keywords: innovative activity, personal characteristic, efficiency, experiment 
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COGNITIVE LOAD, TIME PREFERENCE, RISK AVERSION AND IMPULSIVE BEHAVIOR 

 

Israel, Avi (1); Rosenboim, Mosi (1); Shavit, Tal (2) 

 

1: Ben-Gurion University of the Negev, Israel; 2: The College of Management Academic 

Studies (COMAS), Israel 

 

Individual time preference is the tendency of individuals to favor utility in either the present 

or the future; it varies from person to person, depending on each individual’s willingness to 

wait. Monetary time preference is measured using the subjective discount rate (SDR), which 

is the ratio between specific future outcomes that an individual is willing to accept instead of 

immediate outcomes he supposed to receive. A higher discount rate indicates a higher 

preference for the present, while a lower discount rate indicates a lower preference for the 

present. Our research focuses on the influence of cognitive load levels on time preference, 

risk and impulsive behavior. 

 

The amount of mental effort required by a task is known as its “cognitive load.” The load 

represents the demands made on attention resources, storage and retrieval processes. 

When people make decisions they usually interrupted by other tasks and experience a 

higher cognitive load, which increases the likelihood that they will make the wrong choices 

and judge superficially. 

 

In this study, we tested experimentally whether a cognitive load task influences impulsive 

behavior, which is different from self-reported impulsiveness, and how this impulsive 

behavior affects time preference and risk attitude. To do so, we used the Immediate and 
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Delay Memory Task (IMT/DMT), a continuous performance test that was designed to assess 

impulsive behavior. This method of measuring impulsiveness is used in studies of psychology, 

addictive behavior and neuropsychology. To the best of our knowledge, we are the first to 

test the influence of cognitive load on impulsive behavior, directly (not through impulsive 

actions) using the IMT/DMT tool. 

 

Furthermore, the literature shows a relationship between time preferences and impulsive 

actions such as smoking, drinking abuse, obesity, substance abuse, financial mismanagement 

and even credit scores. The current study contributes to this literature by analyzing the 

effect of impulsive behavior on the subjective discount rate. 

 

We expected to find that higher (lower) cognitive load would induce more (less) impulsive 

behavior, and consequently would increase (decrease) the subjective discount rate and 

cause higher (lower) risk aversion, meaning that impulsive behavior is a mediator between 

the cognitive load and subjective discount rate and risk aversion. 

 

The experiment included three groups. The first group was manipulated with a task requiring 

a high cognitive load (“high group”); the second group (“low group”), with a low cognitive 

load, and the third group was a control group without any cognitive load manipulation. 

Subjects were randomly assigned to one of the three groups. At the beginning of the 

experiment, subjects in the cognitive load groups were given a cognitive load task (complex 

or easy). Immediately thereafter, they completed a questionnaire with questions on time 

preference and risk attitude. At the end of the questionnaire, they wrote their answer to the 

cognitive load task. After answering the questions, the subjects began the task that 

measures impulsive behavior. The subjects in the control group began the questionnaire 

immediately, without a cognitive load task and then continued with the task measuring 

impulsive behavior. 

 

The questionnaire included two parts. In the first part, subjects were asked to answer six 

different questions about the amount of compensation they would want if they traded 

receiving a certain amount immediately for a higher amount later. Specifically, subjects were 

informed they could receive X New Israeli Shekels (NIS) immediately, and were instructed to 

write down the amount they would ask to receive at some time in the future (t) rather than 

receiving X today. The second part included 10 choice tasks between two lotteries. In each 

task, the subjects were asked to choose between two options, with different probabilities: a 

lower variance option (A) or a higher variance option (B). In addition, we asked the subjects 

some general questions such as gender, age, income and the level of financial literacy. 
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The cognitive load task was a memory task. In the complex task, the subjects were asked to 

remember a 7-digit number while the easy task required remembering a 2-digit number. The 

subjects in the high and low cognitive load groups were paid a fixed amount and extra 

money per correct digit. 

 

The task for measuring impulsive behavior was a recognition task based on the Immediate 

and Delayed Memory Tasks (IMT/DMT), which were created to test the notion that non-

target responding could be a sensitive measure of impulsivity. The parameters of this new 

continuous performance test were modified so that certain types of non-target responding 

could be interpreted within a definition of impulsive behavior. In order to maximize their 

ability and seriousness, subjects were paid an extra, variable amount of money. 

 

The results show that the subjects in the high group exhibited a higher discount rate than 

those in the low group, in all periods and for both amounts. These results likely indicate that 

subjects under a high cognitive load are more likely to adopt a present orientation than 

subjects with a lower cognitive load or in and the control group. Furthermore, on the risk 

aversion questions, subjects in the high group chose, on average, the safer option fewer 

times than subjects in the low group and the control group (i.e. they chose, on average, the 

risky options more often than the low group did). These results indicate that subjects under 

high cognitive load are less risk averse, meaning they are likely to adopt riskier behavior than 

subjects under low cognitive load or without any load. Interestedly, we see that high 

cognitive load serves as a brake on the connection between risk adversity and time 

preference. On the one hand, with high cognitive load the subjects become more present 

oriented, yet on the other hand, they became less risk averse (a person who is more risk 

averse is more present oriented). In addition, the impulsive task (IMT/DMT) results showed 

that subjects under high cognitive load were more impulsive than those under low cognitive 

load. 

 

In conclusion, we see that a person under a high cognitive load becomes more impulsive, 

which leads him to be more present-oriented. Moreover, under a higher cognitive load a 

person is less risk averse (i.e., willing to take more risk), which is an impulsive action. This 

means that the cognitive load manipulation made the subjects more impulsive, leading them 

to accept a higher level of risk. 

 

The results of this study have many implications for the influence of cognitive load on 

investors in the capital market or any other decision makers who need to decide between 

the present and the future or between risky alternatives. 
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STUDENTS CAREERS IN CONTEXT OF COGNITIVE BIASES 

 

Kirovova, Iva 

 

VSB-Technical university of Ostrava, Faculty of Arts, Charles University in Prague, Czech 

Republic 

 

Purpose of this study is to examine cognitive biases in students´ professional orientation and 

anticipatory (future) psychological contract. 

 

Design: interviews, group discussion, written individual career development plans and 

individual SWOT 

 

Respondents: 5th year students specializing in management at the faculty of Economics, 

VSB-Technical University of Ostrava 

 

Context: In previous mapping research focused on the career development plans were 

identified shortcomings in the students´ career goals. The aims of following research are 

concerned with identification of cognitive biases influencing students´ shortcomings. Results 

from analyses of students written career development plans and individual SWOT were used 

as themes for interviews and group discussions. 

 

Results: Students’ responses show various types of cognitive biases relevant their 

professional orientation, future career goals and the anticipatory psychological contract. As 
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most often cognitive biases were identified following: bandwagon effect, confirmation bias, 

availability bias (heuristic), wishful thinking, anchoring bias, and so forth. 

 

Conclusions: The findings confirm the existence of cognitive biases. In the context of the 

students study program results are not unexpected as students in the majority of courses 

learn about rationality of decision making, structured methods relevant problem solving or 

great prospects in their managerial careers. It is a question if these cognitive biases 

represent a part of the faculty enrollment strategies and mass media communication that is 

in congruence of the government policy. 

 

Keywords: students career, anticipatory psychological contract, cognitive biases, 

development plans 
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CAN THE STEREOTYPE THREAT BE TURNED OFF? GENDER DIFFERENCES IN SALARY 

REQUIREMENTS AS AN ASYMMETRIC INFORMATION PROBLEM 

 

Kristinsson, Kari 

 

University of Iceland, Iceland 

 

Although gender differences in salary have decreased in the last 30 years, men still receive 

substantially higher salary in most western countries. Several studies have shown that part 

of the problem is that women tend to ask for lower salaries than men for the same job 

(Barron, 2003; Tellehede and Björklund, 2011). This is not a trivial matter, as research has 

also shown that starting salary has a large impact on future salary (Gerhart, 1990; Babcock 

and Laschever, 2003). Research has shown that one explanation for this difference between 

the genders is the so called stereotype threat (Kray et al., 2001). However the reason for 

why women under stereotype threat ask for lower salary than men is still under debate 

(Tellehede and Björklund, 2011). 
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In this paper we argue that the reason for these differences in salary requirements under 

stereotype threat, is asymmetric information on average salary for a job. We argue that this 

information asymmetry is the result of the different social networks between the genders. A 

long line of research has shown that men and women have different social networks (e.g. 

Hirschi, 1969; Deaux, 1976; Wheeler, Reis, & Nezlek, 1983) and that these social networks 

have a powerful influence on the information they receive (McPherson, Smith-Lovin and 

Cook, 2001). If this explanation is true, reducing information asymmetry between the 

genders should therefore neutralize any stereotype threat and consequently reduce gender 

differences in salary requirements. 

 

Methodology 

 

Two between-groups experiments were conducted where the research subjects were first 

year psychology and business students. In both cases questionnaires were distributed to the 

subjects during class. All present students participated in the study, but most students were 

between 21 and 30 years old in both experiments. The experiments were double blind, 

meaning that different types of questionnaires were randomly distributed to the subjects, 

without prior knowledge of the subjects nor the distributors of the questionnaires which 

questionnaire was handed to each subject. 

 

Three independent variables were included in the study. The first independent variable was 

the position of a question asking about the subject’s gender. The question was either 

positioned at the end of the questionnaire, or at the beginning. Placing the question at the 

beginning was believed to prime the stereotype threat and thereby increase gender wage 

requirement inequality. 

 

The second independent variable was type of job description. Two different job descriptions 

were included. One job description was for a hotel employee and the other for an 

administration job at a television station, because of possible priming effects due to the 

standard image of leaders and managers usually being male (Hoyt, Simon & Innella, 2011; 

Rosette, Leonardelli & Phillips, 2008). Those job positions were chosen for the experiment 

due to expected uncertainty of the subjects regarding the wages for the concerning job 

positions. Both job descriptions were real, taken from job advertisements. They were both 

considered to be without masculine or feminine influences to prevent the job descriptions 

themselves to cause priming effects. The job descriptions did not include requirements of 

specific education levels, since such jobs often include specific starting wages. 
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The third independent variable was information about average wages for similar job 

positions, which was either absent or present. The numbers for the average wages were 

based on information from Statistics Iceland. Including information about average wages 

was expected to decrease priming effects (Steele et al, 2002). 

 

To measure wage requirements, the dependent variable, respondents were asked for the 

wages they would like for the job and in addition what wages they would expect for the job 

(Tellhed & Björklund, 2011). 

 

The first experiment included two independent variables; position of the question about the 

subject’s gender and type of job description. 164 subjects participated in the study; 112 

female and 52 male. The second experiment included three independent variables; position 

of the question about the subject’s gender, type of job description and the inclusion of 

average wages for the corresponding job position. 

 

Four hypotheses were put forward in the study: 

 

Hypothesis 1 claimed that females made lower wage requirements than males did. The 

results supported the hypothesis, showing that women’s wage requirements for the 

administration job at the television station were 18% lower compared to their male 

counterparts. 

 

Hypothesis 2 claimed that priming caused females to make lower wage requirements. The 

results supported the hypothesis, since females who answered the questionnaire with the 

gender question in the beginning made 14.5% lower wage requirements compared to the 

female subjects who received the questionnaire which had the gender question at the end. 

 

Hypothesis 3 claimed that priming did not cause females to make lower wage requirements 

when clear benchmarks for wages were available, thus reducing information asymmetry. 

The hypothesis was supported since significant interaction effects were detected between 

the two variables; location of gender question and the inclusion of wage benchmarks, 

meaning that by including the wage benchmarks, the priming effects were reduced to no 

effects. 

 

Hypothesis 4 claimed that clear benchmarks for wages decreased inequality in wage 
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requirements between the genders. The results supported the hypothesis since gender 

differences in wage requirements were reduced from 18% when no information about wage 

benchmarks was given, down to 4.5% when the information about the wage benchmarks 

was given. 
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In trust game two players are asked to transfer money between them. At the beginning 

player A receives an amount of money and decides how much he allocates between player B 

and himself. The game organizer triples the amount that player A decided to give to player B 

and the tripled amount is transferred to player B. In the second stage player B decides how 

much from the money he received he is willing to transfer back to player A. Player A is 

motivated to transfer money to player B if he trusts him and believe that player B will 

transfer back at least the amount that player A transferred or even more. 

 

We test experimentally how the player who has to decide how much money to transfer back 

in trust game (player B) is affected by the experiment's monetary incentive and specifically 
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by the “house money effect”. According to this effect a player who has just got money does 

not yet consider the money to be his own and as a result willing to spend the money. In this 

research, we suggest that the attachment of player B to the money he received from player 

A affects his willingness to transfer money back to player A. 

 

We test experimentally the way player B act in different incentive mechanism. We test 

hypothetical money, standard monetary incentive where the participants in the experiment 

use money they just received from the experimenter and the “prepaid mechanism” (PPM). 

In the PPM mechanism participants are paid two weeks prior to the experiment and at the 

time of the experiment they are asked to use the money they received two weeks before. 

When using the PPM, participants are willing to take less risk and willing to loss less 

relatively to the standard incentive mechanism where the participants are asking to use the 

money they just received from the experimenter. 

 

Our results suggest that in trust game player B's positive reciprocity or altruism depends on 

the payment mechanism. It seems that in the standard mechanism the average amount the 

participants are willing the transfer is the highest. As expected, the participants in the PPM 

group are willing to transfer less than the participants in the standard group. It seems that 

when participants are more attached to the money they received from player A and feel that 

they use their "own money" than their positive reciprocity is lower and as so the amount 

they are willing to transfer back is lower. 

 

We also found that in the hypothetical money group the participants transferred on average 

the lower amount which is not significantly different from the PPM group. It was expected 

that in the hypothetical money group the participants will transfer the highest amount since 

there is no real money and they could not be attached to the virtual money. However, our 

results are the opposite. We suggest that in the hypothetical money group the participants' 

positive reciprocity is decreasing consistent with the "altruistic punishment" findings. 

 

Keywords: trust game, monetary incentive, experiment, reciprocity, altruism 
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INFLUENCE OF INFORMATION REDUNDANCY ON THE FORMATION OF A STRATEGIC ECONOMIC 

BEHAVIOR 

 

Neverov, Alexander; Gubaydullina, Gulnara 

 

Center of Psycho-Economic Researches at Saratov Scienсe Center of Russian Academy of 

Science, Russian Federation 

 

The problem of identification economic agent’s behavior laws, that is the subject area of 

new interdisciplinary science – behavioral economics or economic psychology, is rather far 

from its solving. By the way exactly on the intersection of behavioral economics and theory 

of institutional changes it the number of possible solutions to methodological problems of 

modern economics that has significant heuristic potential. 

 

Modern stage of socio-economic system evolution (that we suggested to determine as 

noospheral stage) is characterize by abrupt change of resource basis of economic 

development and permanent increasing of human-created elements in this process . As the 

result modern global socio-economic system is in condition of cardinal qualitative and 

structural transformation, that getting today the form of global structural crisis. 

 

With increasing of complexity and negative entropy of socio-economic systems reasonable 

human activity, that realize through the mechanism of innovative economic development 

and economic behavior, begin to play an increasingly important role in the maintenance of 

their functioning and determining of the development direction. Every new combination of 

production factors leads to the complication of socio-economic relations and determines the 

increasing of the products of economic activity variety. The limitation of cognitive abilities of 

economic subjects that was established in studies of A. Tversky, D. Kahneman, M. Allais, G. 

Simon et al. and strengthening of the above mentioned processes leads to a situation when 

the complexity and rate of socio-economic evolution begin significantly exceed the capacity 

of economic subjects in their assessment and reflection. 

 

This ability is the adaptability of the economic agents. Unfortunately, most existing models 

as in behavioral economics and in institutional theory are not included this parameter. By 

the way, the problem of economic agents’ adaptability was posed in economics at 1980th. 
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Today, the small volume of publications, that consider this aspect, raises the question firstly 

about the mechanisms of self-development and training of economic agents as about the 

main content of adaptability. At the macro level, in the economic growth models there are 

considered models with learning by doing and with the dissemination of knowledge. 

Neoclassical tradition that is realized in the works of Arrow (1982), Sheshinski (1967) and 

Romer (1986) consider the increasing of knowledge (and thus the adaptive capacity) as a 

side effect of the investment - the more is the firm invests in the capital, the more is the 

volume of relevant knowledge that it supposedly has. Herewith the knowledge is considered 

as public good that every other economic agent could get by zero price. In this sense, the 

dissemination of knowledge within a particular economic system is almost instantaneous. 

 

Western researches actively substantiate the validity and relevance of the question that 

economic agents are meaningful changed during their life cycle and thus put on the agenda 

the changes of basic methodological precondition of economics from the concept of rational 

economic agent to the concept of adaptive economic agent. 

 

It is well known that if we consider the system as a dynamic, that contain endogenous 

changes, i.e. active (or more precisely contain active elements), then it should automatically 

occur adaptive effect, i.e. adaptability to changes. In this case, on the gnoseological level, we 

can talk about the transition from a priori system to the adaptive system. This transition 

appears as indispensable element of the modern theory of open systems, and therefore, is a 

prerequisite for the application of this methodological scheme to economic reality. 

 

According to a number of researchers (D. North et al.) institutional innovations (i.e., 

consciously planned and purposefully introduction of a new institution) have the character 

of public goods: firstly, it can’t be given to one individual without in order not to give it to 

others, and secondly, being given to one individual, institutional innovation can be given to 

others at no additional cost. Let's check this statement with reference to the existing 

practice of reformation in the Russian Federation. As we can see, since 1988 up to the 

present time in our country there is a constant change of the formal institutions system, 

acquires a permanent character. The number of institutional changes is today irreversible. 

This should include the transition from the planning-administrative system to quasi-market, 

the transformation of the institutional environment of the labor market, etc. A number of 

institutional changes as you can see on the example of the education system reform are 

reversible. In such cases, the introduction of radical institutional innovation seems like long-

term sharp changes. But in practice it becomes canceled when it is changing the governing 

officials of one or another ministry. At the same time the institutional reversibility, as we can 
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now assert, is not mean a return to the previous mode of operation. All the above 

mentioned set of changes fully supports the first thesis that institutional change in the 

formal institutions sphere granted to one agent in most cases (but not always) automatically 

changes the economic conditions for all agents of this class or sector of the economy. At the 

same time, we see that the spread of formal institutions in the other groups and sectors of 

the economy and on the other group of agents always requires a significant investment from 

the authorities. Moreover, in each case there are appeared additional costs connected with 

new institutions action providing and with the majority of economic agents resistance of 

innovation. This position led D. North, J. Wallace and B. Weingast to inclusion of violence as 

one of the institutional changes levers . 

 

Thus, it can be put the general hypothesis of the study, that is the assumption that the 

institutional (and technological) changes, forcing agents to adjust, and in some cases 

radically change models and strategies of economic behavior. 

 

In order to check this hypothesis, during 2006 - 2015 years, it was conducted a series of 

laboratory experiments based on the method of economic-psychological modeling. This 

method allows to record the psychometric and cognitive data of economic agents 

simultaneously, to apply the data on the functioning of the economic system mechanisms 

and to carry out the formalization on mathematical language of obtained patterns and 

trends. Econometric foundation is modified model of the Cobb-Douglas, formalization of the 

supply and demand effects, and the fuzzy automata mathematical apparatus of Yu. Krylov, 

model training group of K. Lewin. The methodological basis of the research is the subject-

activity approach (S. Rubinshtein, A. Brushlinskiy) and behavioral economics (D. Kahneman, 

A. Tversky, E. Brandstatter, A. Neverov). 

 

For the respondents experiment looks like a game situational model of the economy in 

which every respondent can select one of four functional roles of the state, firm, household 

or bank (financial institution). The initial conditions of the model contains fixed set of 15 

economic benefits distributed into groups in accordance with the theory of factor cost (land: 

natural resources fields, building areas, agricultural land; capital: real estate, equipment, 

technology; labor: efficiency of labor force depends on the level of education, experience 

and psychological profile of the person). Consumer sector consist of fast moving consumer 

goods, long moving consumer goods, luxury goods. Production of each economic good is 

described by specific production function, consisting of a combination of the benefits 

included in the original set. Agents are able to generate new economic benefits, by 

generating of new production function. An application for a new economic benefit is 

determined as a patent gives the exclusive right to manufacture of this type of goods for a 
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certain period of the game. The model implements the ability to create new products (model 

of innovation activity), changing of economic conditions (institutional design), fixing of 

psychometric indicators (definition of individual abilities and capacities in different terms of 

activities), etc. 

 

The date that was got in the frames of laboratory experiment was verified by comparison 

with the real economic processes. 

 

The results have allowed to reveal the conditions in which the rate of institutional changes 

leads to the fact that economic agents with more experience is in a less competitive position. 

It was reported the fact that in conditions of high uncertainty of market fluctuations 

probability of inefficient actions of persons with economic education, especially with a 

degree in economics, is significantly higher than probability of similar action of agents that 

are not familiar with the theoretical aspects of economic processes. The last ones react 

situationally, while the first - tend to rely on the laws, which are based on probability theory 

and can not be decisive in the short term. 

 

The main result of the research is the allocation and description of economic behavior 

adaptation period in its relationship with the rate and direction of institutional changes and 

economic agent personal characteristics. 

 

Keywords: economic agent, economic psychology, behavioral economics, adaptability of 

economic changes, institutional changes 
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SUBJECTIVE AND OBJECTIVE WELLBEING OF RUSSIAN STUDENTS 

 

Ryzhkova, Marina; Guzyr, Vladimir; Lobyncev, Nikolai; Antipanova, Olga 

 

Tomsk Polytechnic University, Russian Federation 

 

For many years researchers have tried to identify adequate wellbeing indicators. The most 

obvious approach is a regression model. So the usual approach is to measure wellbeing in 

terms of changes in total wealth per capita (OECD Better Life Index, 2013; Howell & Howell, 

2008), natural capital per capita (Engelbrecht, 2009; World Health Organization, 2005), the 

level of country’s development (Isham, 2002; Sacks, 2010) and other macro-level indicators 

(for a review see Diener at al., 1999). Alternatively some separate individual indicators may 

be viewed as a proxy for wellbeing, like for example income (Diener & Oishi, 2000; Ferrer-i-

Carbonell, 2005; Kahneman & Deaton, 2010), age (Currie, 2012; Axford, Jodrell & Hobbs, 

2014), and health (Diener at al., 1999, Diener & Biswas-Diener, 2008; Currie, 2012). 

 

Some systematic approaches tried to integrate and systematize the connection between 

objective indicators and subjective wellbeing. For example, Costanza and colleagues (2007) 

proposed an integrative measure of Quality of Life (QOL) as a system of objective indicators 

of human needs, which include subsistence, reproduction, security, affection, understanding, 

participation, leisure, spirituality, creativity, identity, freedom. 

 

A slightly different approach to the connection between objective and subjective wellbeing 

was proposed by Oswald and Wu (2010). Surprisingly, the correlation between Quality of 

Life and Life Satisfaction is not so strong, but it is slightly positive and statistically significant. 

However, in other papers a weak correlation between objective indicators and subjective 

wellbeing was found (see e.g. Cummins, 2000). 

 

A very interesting idea is presented in the paper of De Neve, Diener, Tay and Xuereb (2013). 

It is not only objective circumstances that influence wellbeing but wellbeing itself as a 

degree of happiness influences the quality of human life. 
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The originality of our approach is that we have attempted to link the objective and 

subjective assessment of wellbeing in their individual components. First of all, it is necessary 

to define two main concepts: subjective and objective measures of wellbeing. 

 

Subjective measure is an individual’s opinion or judgment about the value of material and 

non-material goods, based on personal beliefs. Objective measure is a conventional view, 

based on society's view of individual’s welfare in different aspects: family, political rights and 

freedom, physical health, income, economic goods. This type of wellbeing measure can be 

obtained from the respondent by means of specific questions about events of his life. 

Comparing these two estimates for different areas, it is possible to understand how 

subjective evaluation correspond the objective one. 

 

Considering money, consumer goods, and the past events occurred in the respondent’s 

family as objective indicators of wellbeing, we decided to investigate whether and how the 

amount of objective events is associated with subjective wellbeing for Russian students. 

 

To achieve the goal of this study, we developed a questionnaire, which was posted on the 

Internet platform "SurveyMonkey" from May 12 to May 22, 2014. 221 respondents were 

recruited by the social network "VKontakte" with the "snowball" method and by sending 

invitations to the communities of Tomsk university students. 

 

In this study we aimed to test the following hypotheses: 

 

Н.1: Non-economic aspects are more important than the economic aspects in human 

wellbeing. 

 

Н.2: Respondents underestimate their real position in the different social spheres. 

 

This hypothesis is followed by several sub-hypotheses: 

 

H.2.1: People underestimate wellbeing in the family; 

 

H.2.2: People underestimate observance of their human rights and political freedoms; 
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H.2.3: People underestimate their physical health; 

 

H.2.4: People underestimate the satisfaction with their income. 

 

Consider the results of hypothesis testing in the order of the questionnaire structure. 

 

The questionnaire consisted of two sections. In the first section questions aimed to 

determine if the respondent consider more important the economics or the non-economics 

aspects. 

 

The economic aspects included in our questionnaire were "high income" (high salary or 

other earnings), "necessary economic goods" (those goods that are needed for a 

comfortable life). To non-economic aspects we refer "wellbeing in the family" (favorable 

material and moral family atmosphere), "political rights and freedoms" (freedom of speech, 

freedom of choice, human and property rights protection), "good physical health" (standard 

of health that allows to live fully). Each item was rated by respondents on the 5-point Likert 

scale, where 1 indicates that the item was very important in determining wellbeing and 5 

indicates that the item was not important. The analysis was performed in two steps. In the 

first step, the average rating of the economic aspect was calculated, that was compared with 

the average rating of non-economic aspects for each respondent. In the second step, we 

counted the number of respondents who have an average rating of non-economic aspect 

more than economic one. 

 

Answers to the questions of the first section were used to test hypothesis H.1: Non-

economic aspects are relatively more important than the economic aspects of human 

wellbeing. 

 

It was found that 75.6% of respondents believe that their wellbeing is mainly due to non-

economic aspects. The majority of respondents (78.8%) selected “wellbeing in the family” in 

the first place and “good physical health” in the second (49.3%). Non-economic aspect 

("political rights and freedoms") was for respondents not so important, they put it in the last 

place (47.93%). Economic aspects rated third and fourth place, although the distribution of 

estimates showed that people do not have clear preferences on these aspects. "Necessary 

goods for life" was for respondents relatively more important than a high income. Some 

respondents (24.42%) believe that economic aspects are the basis of human wellbeing. So, 
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non-economic aspects are more important for people, than economic ones. The H.1 

hypothesis was confirmed. 

 

The second hypothesis was evaluated in the second section of the questionnaire. 

Respondents ranked necessary economic goods, wellbeing in the family, political rights and 

freedoms, and physical health on a 10-point Likert scale. After that they were offered to 

select the events that happened to them. The aim is to identify issues of objective evaluation. 

A half of the events suggests a positive effect on wellbeing and another half affects 

negatively. Each event is estimated at 1 point. From the neutral value (5 points) we 

subtracted points of negative events and added points of positive events. The total score 

compared with the subjective evaluation. If the estimates are the same, the respondent 

assesses the actual wellbeing correctly (properly). If the total score is less than subjective 

score, respondent overestimates the importance of this component. 191 respondents 

answered these questions and 30 respondents refused to answer these questions. The most 

frequently mentioned event is "disease of a relative" (34.03%), in the second place there is 

"improving the financial position" (29.84%), than "promoting of a family member" and "visit 

of a long-awaited family member" (24.61%), followed by "death of a relative" (24.08%), 

"birth of a child" (13.61%),"wedding" (12.04%), "loss or damage to valuable property" 

(12.04%), " dismissal of a relative" (9.95%) and "divorce" (3.66%). 

 

The sub-hypothesis H.2.1 was tested first. It can be concluded that 83.9% of respondents 

overestimate the evaluation of wellbeing of their family, 9.7% assess the actual wellbeing 

and 6.5% underestimate. Also the correlation between the respondent’s subjective 

evaluation and the number of events that occurred in his last year was calculated. The 

coefficient of correlation was 0.26. This result shows that there is no stable connection 

between the number of the occurred events and the wellbeing in the family. Thus, 

respondents overestimate the evaluation of wellbeing in the family. The conclusion is that 

H.2.1 hypothesis was not confirmed. 

 

The analysis of the human rights and freedoms (H.2.2) was done in the same manner as for 

the question of family’s wellbeing. Seventy-four point seven percent of respondents 

overestimated violation of their human rights and political freedoms. Perhaps, students 

faced situations of violation of the rights not so often because of the lack of social 

experience. This is indirectly confirmed by the fact that 41 respondents skipped this question. 

Also, nearly one half chose the answer "other rights and freedoms are respected." The 

variant of the answer "freedom of speech in social networks" is in the second place. 

Seventeen respondents answered that they have been took to trial, and 12 of them were 

resolved in respondent’s favor when he was right. However, 41 respondents believed that 
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they become victims of a crime in the last year, but only in eight cases the offender was 

found and punished; 14 respondents said that last year they bribed somebody. Moreover 

the variant "other your rights and freedoms were restrained " collected one third of votes 

indicating inefficiency of the laws. Only 12.9% of respondents estimated the subjective and 

objective level of the political rights and freedoms properly, 12.4% of respondents 

underestimated, all others overestimated it. Usually respondents just do not realize that 

their political rights and freedoms are violated; participants often consider this as not 

relevant to their wellbeing. H.2.2 hypothesis was not confirmed. 

 

Physical health was analyzed as follows. First, respondents had to indicate their physical 

state of health on a 10-point Likert scale, based on subjective feeling. This was followed by a 

question about the diseases respondents had. Each disease was equal to 1 point. The scores 

for all diseases of the respondent summed and subtracted from 10. The final score was 

compared to the subjective score, i.e. to the score, which put the respondent about his 

physical health. If the result was identical, we considered that the respondent valuated his 

physical health properly. If the total score was less than subjective estimate, we considered 

that the respondent overestimated his physical health and vice versa. Results showed that 

52.1% of respondents underestimated their physical health; whereas 28.1% of respondents 

overestimated their physical health, and 19.8% of them estimated correctly. It should be 

noted that the majority of respondents were students aged 21. Thus, more than one half of 

them believe that their health is worse than it actually is, i.e. they reported some chronic 

diseases in the relevant section of the questionnaire (on average, 5.5 from 10 possible 

diseases), but did not consider themselves as completely healthy (average rating of 

subjective state of physical health is only 6.9 points out of 10). More than one half (95 

respondents) reported that they experience sometimes depression or stress. Fifty-nine 

respondents are overweight. Fifty-one respondents said that they have gastritis or ulcer, 

followed by more serious diseases of eyes, teeth, digestive system, and urogenital system. 

Oddly, viral diseases were in the penultimate place, reported by only 33 respondents. Only 

36 respondents did not choose any disease from the list. So people systematically 

underestimate in assessing physical health. H.2.3 hypothesis was confirmed. 

 

The satisfaction with income was analyzed as follows. Firstly, the respondent reported their 

satisfaction with income on a 10-point Likert scale divided into four intervals. Then, there 

was a question, which helped to clarify what he can afford on his income. Each variant of 

answers to this question had the valuation interval. If the income interval was higher than 

the subjective evaluation of satisfaction with the income, the respondent underestimated 

his income and vice versa. 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 460 

 

Half of respondents reported that they have enough money for food, clothes and 

entertainment. Fourty-eight respondents say that they have money only for food and 

clothes. An interesting result is that among our respondents 27 have enough money for all 

their desires and the same number of those who has money only for food and nothing more. 

Thus, 45% of respondents estimate their income properly; 33.2% of them underestimate 

their income and 21.8% overestimate. So, people tend to overestimate the satisfaction with 

their income. The hypothesis of H.2.4 wasn’t confirmed. 

 

Having considered such concepts as subjective and objective wellbeing and having analyzed 

their interrelations, we can suggest that the internal human estimate does not always 

coincide with reality. People either under- or overestimate phenomena influencing their 

wellbeing. 

 

Main findings of our research could be put as follows. Firstly, 75.58% of people believe that 

non-economic aspects play a greater role in their wellbeing than economic. Secondly, a 

simple increase in the quantity of goods does not lead to an increase in wellbeing, useless, 

even free goods does not make our life better. 

 

Keywords: subjective wellbeing, objective wellbeing, quality of life, happiness, wellbeing 

indicators 
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Abstract 

 

Observational data from retirement accounts for individuals who are eligible for retirement 

show that a substantial number of individuals under-save for retirement ( Munnell, Webb 

and Hou, Center for Retirement Research at Boston College,2014). Different studies using 

survey data have documented that a large source of the under-saving has to do with a lack 

of self-control and time inconsistent saving plans (Americks, Caplin and Leahy, various years). 

Laboratory data from decision-making experiments on asset allocation investment games 

resembling the management of a 401(k) account by human subjects playing the role of 

future retirees (Papadovasilaki et al, 2015, for example) also show that their asset 

allocations show excess volatility relative to what can be rationalized using standard theories 

of time consistent behavior (Sundali and Guerrero, Journal of Behavioral Finance, 2007). 

 

Searching for a theory to try to explain the previously discussed phenomena we came across 

the “absent-minded driver paradox” decision-making game of Piccione and Rubinstein 

http://www.nber.org/papers/w16441.pdf
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(Games and Economic Behavior, 1997). The main idea of the “absent-minded driver’s 

paradox” is that plans that were optimal at the planning stage may no longer be optimal at 

decision time even if no new information arrives and/or no change in preferences occurs. 

The paradoxical situation is that without any significant change in circumstances the 

maximization of well-being at the action stage calls for abandoning a plan that should 

continue to be optimal but no longer is. 

 

We draw inspiration from the absent-minded driver’s paradox decision-making game and 

adapt it to study asset allocation decisions in experiments in which human subjects play an 

investment game that tries to mimic the management of a 401(k) account. 

 

Brief description of the experiment’s asset allocation game 

 

Subjects were told to imagine that they are young and face the prospect of saving for their 

retirement, while keeping in mind a clearly stated goal which is to do their best to “avoid 

getting a retirement account with no funds.” 

 

The structure of the road and the menu of assets available for saving for retirement were 

described as follows: 

 

“You will start your journey on a straight highway. Your car can only move forward and 

cannot turnaround. Staying on this highway until its end will lead to a safe retirement. Along 

the highway there are various exits, only one of which you can take at some point of your 

journey. Taking the Exit may either provide for a better retirement than continuing until the 

end of the highway, or prove disastrous in the form of an empty retirement account. Taking 

the exit is a risky option because the highway sign indicating it is not very reliable, and there 

is a chance that you could end up in the wrong place (i.e, financially broke). If you end up at 

the wrong place you will get no compensation from your retirement account. On the other 

hand, if you end up at the correct place after taking an exit you will get a high payoff.” 

 

“Just like any road trip there are two stages in your journey. In the first stage you will “Plan” 

your journey; that is, you will consider whether to take the road until its end, or to take the 

exit. At this point you are only planning what you would like to do in the future, not making 

actual decisions. The planning involves considering two alternative assets to hold in your 

future retirement account. The first asset is a safe asset such as a “Blue Chip” mutual fund. 

Blue Chips are companies that are large and stable, have been around for a long time and 

are expected to do well for the foreseeable future. An investment in a Blue Chip mutual fund 
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will provide a comfortable but not luxurious retirement. The Blue Chip strategy is equivalent 

to taking the long and safe road to retirement. The second asset is a risky “New Company” 

mutual fund. New Companies are the newest and fastest growing companies currently on 

the market but there is great risk these companies will not stay in business. Planning to hold 

the New Company asset is the same as planning to take the exit to retirement. If the New 

Company asset pays off, you will have a wealthy retirement, but if the New Company asset 

crashes you will get zero compensation from your retirement account.” 

 

“Before you actually move to make decisions in the action stage, you will have to consider 

your options (stay on the road or exit), and their associated payoffs. In other words, you will 

have to calculate the average payoff of the risky asset to be able to assess its performance 

and then compare it with the payoff of the safe asset to make an informed decision.” 

 

“The structure of the highway is as follows. There are a total of 20 exits. You will have two 

options; either drive until the end of the highway (Exit 20, the only one with a clear sign), or 

exit at some point. The option of driving until the end of the highway coincides with 

investing in the Blue Chip, whereas the option of exiting is equivalent to investing in the 

“New Company.” You will only be allowed to exit at Exit 16 or 17. If you happen to exit at 

Exit 16, the “New Company” pays $0 experimental dollars. If you happen to exit at Exit 17, 

the “New Company” pays $4 experimental dollars. Conditional on your decision to exit, 

chance will determine whether you will have to count 16 or 17 flashing exit signs at the 

Action Stage (and whether the “New Company” investment gives the good or bad payoff). If 

you choose to drive until the end of the Highway (Exit 20) your payoff will be $1 

experimental dollar.” 

 

Figure 1 summarizes the structure of the decision-making game: 

 

FIGURE 1 

 

Next, subjects were explained how experimental dollars were to be converted into actual 

dollars at the end of the game. Table 1 below provides a summary of the payoff structure of 

the game. 

 

Table 1 

 

Decision Experimental Dollar Payoff Number Draw (1 to 10.75) = $X Final $ Payoff 
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Stay on Highway 1 $X 1*$X 

 

Exit at 16 0 $X 0*$X 

 

Exit at 17 4 $X 4*$X 

 

Multiplier X was determined by the draw (with replacement) of random numbers from 1 to 

10.75 (in increments of 0.25) from a transparent box located at the front of the laboratory 

room in which the experiments took place. 

 

To mimic the impossibility to locate the exact exit corresponding to the “good” risky asset’s 

return during the planning stage, subjects had to count a sequence of exit signs rapidly 

flashing on a computer screen displaying the picture of a highway. They had 6 trial periods in 

which they obtained feedback on their counts, and then they had to answer the following 

question: 

 

Planning Stage: 

 

Question: What plan SHOULD you choose, given the goal that was set for you at the start of 

the experiment regarding your retirement account? 

 

i. invest your retirement in the safe Blue Chip asset (planning on staying on the road until its 

end) 

 

ii. invest your retirement in the risky New Company asset (planning on taking the exit at 

some point of the highway either 16 or 17)? 

 

Action Stage: 

 

Before subjects had to make their decision whether to stay on the road or risk exiting, they 

were reminded that the only way to determine which exit they were at (16 or 17) was to 

count flashing exit signs, and that “The actual number of flashing exit signs you will see will 

be determined by a coin toss. The coin toss determines if the number of the flashing signs is 

16 or 17. “If you decide to exit, and your count is right you will get paid $4 experimental 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 466 

dollars; if you decide to exit and your count is wrong you will get paid $0 experimental 

dollars. If you decide to continue down the highway until its end you will get paid $1 

experimental dollar for sure.” 

 

Results: 

 

Seventeen subjects participated in pilot 1. Eleven subjects participated in pilot 2, and 18 

subjects participated in pilot 3. 

 

Table 2 below summarizes the results of the three pilot studies. 

 

Consistency Inconsistency 

 

Type I Type II Type I Type II Total 

 

Econ theory wrong one P-R 1997 wrong one 

 

Pilot 1 4 7 1 5 17 

 

Pilot 2 2 4 0 5 11 

 

Pilot 3 13 2 1 2 18 

 

Notes on Table 2: 

 

Consistency type I = Declaring the pure dominant strategy (i.e., to stay on the road until its 

end) at the planning stage and sticking with it in the face of no new information being 

provided The type of time consistent behavior predicted by standard economic theory. 

 

Consistency type II = Planning to exit the road (declaring the risky asset) and sticking to the 

plan during the action stage. Declaring the dominated (pure) strategy in the planning stage. 

 

Inconsistency type I = Planning to choose the safe asset in the planning stage and then 
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switching to the risky asset in the action stage The type of time inconsistent behavior 

studied by Piccione & Rubinstein (1997). The absent-minded driver’s paradox, in other words. 

 

Inconsistency type II = Declaring the risky asset strategy during the planning stage and then 

switching to the safe asset during the action stage. 

 

Keywords: Time inconsistency, absentmindness, bounded rationality, retirement, saving 

behavior 
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Innovation is a term widely used in the entrepreneurship field, since the concept of 

entrepreneurship involves creating a new value, ie, the development of innovation. 
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Schumpeter (1942), attributing the entrepreneurial innovation in their economic studies 

have established a link between these phenomena that remain today. However, pragmatic 

studies on the entrepreneurial individual just showing that there are entrepreneurs who are 

not as innovative as expected they were (Greco at. Al., 2012). In this way, could it be that the 

term innovation used in the field of entrepreneurship is still appropriate? What is meant by 

innovation in this field? An individual who creates a stable business with a product that 

meets market needs, although there like it, has innovated? What actions can be considered 

innovative in a business? Where these actions can be introduced? These are some of the 

many questions that arise when considering the phenomenon of innovation and 

entrepreneurship as an object of research. In this study, exploratory and descriptive nature, 

the concept of innovation is reviewed, explaining how this concept can influence 

interpretations of the entrepreneurial field studies or even the definition of entrepreneurial 

behavior. Is expected to contribute to the clarification of questions on the interpretation and 

use of the term in the field. 
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THE STUDENT-AS-CONSUMER: EXPLORING STUDENT IDENTITY, LEARNING AND PERCEIVED 

VALUE-FOR-MONEY IN UK HIGHER EDUCATION 

 

Sonnenberg, Stefanie Joy; Perrett, Hannah; Kelly, Sian 

 

University of Portsmouth, United Kingdom 

 

BACKGROUND: 

 

In this study, we expand on our previous research on the relevance of identity processes for 

UK Higher Education (HE) (Sonnenberg & Morris, 2011; Sonnenberg & Fitzpatrick, 2012). In 

particular, we explore the impact the recent increase in HE tuition fees has had on students’ 

educational identities, learning-related indices as well as the perceived value-for-money in 

education. 

 

In line with the global trend towards the marketisation of HE, the provision of university 

education in the UK has been undergoing profound changes over the last few years (e.g., 

Brown, 2011; Brown & Carasso, 2013; Molesworth, Scullion & Nixon, 2011). There is now 

increased pressure on universities to make a financial contribution to the nation’s economic 

profile which, in turn, has been accompanied by intensified competition between HE 

institutions and an expanding range of HE ‘products’ (Brown & Carasso, 2013; Collini, 2012; 

Foskett, 2011; Maringe, 2005). In the UK, this marketisation process appears to be 

reconceptualising the relationship between universities, academics and students: for 

example, academics are increasingly regarded as ‘service providers’ whereas students are 

now being explicitly positioned as ‘customers’ or ‘consumers’ of educational services (Furedi, 

2011; Newman & Jahdi, 2009; Molesworth, Nixon & Scullion, 2009). This has raised concerns 

about the impact students’ definition as consumers may have on learning and learning-

related outcomes. For example, it has been argued that such positioning estranges students 

from the learning process, placing them at the receiving end of educational instruction 

rather than at the centre of it (Maringe, 2011; McMillan & Cheney, 1996), thus potentially 

undermining students’ responsibility for their own learning (Clayson & Haley, 2005). 

Similarly, Newman and Jahdi (2009) have argued that a marketing rhetoric that insists on the 

student-as-consumer – rather than, for example, the student-as-learner – is not only likely to 

lead students to expect a good degree but, at the same time, encourages them to attribute 

low academic achievement to external causes/sources. In other words, students-as-
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customers are likely to seek explanations for low attainment in the perceived deficiencies or 

failure of the institution, teaching or teaching staff rather than in their own ability, effort or 

engagement with the requirements of their course. 

 

So far, despite anecdotal observations, there is little empirical evidence to suggest that the 

student-as-consumer is more likely to attribute (low) learning outcomes to external causes. 

However, there is some preliminary experimental evidence to suggest that addressing 

students as ‘consumers’ (versus ‘learners’) can have a negative impact on the perceived 

quality of their HE experience (Sonnenberg & Morris, 2011). In addition, previous findings 

indicate that students’ own endorsement of a consumer identity is associated with reduced 

dedication to their academic work as well as with lower well-being (Sonnenberg & 

Fitzpatrick, 2012). 

 

In 2012, following changes in UK government policy in which HE became explicitly defined as 

a private good (e.g., Brown & Carasso, 2013; Collini, 2010; 2012), a new HE tuition fee 

regime was introduced in England. The previous annual tuition fee cap of £6,000 per student 

was raised to £9,000. This, in turn, has heralded a further impetus to address students as 

consumers and led to an intensified emphasis on universities to provide ‘value-for-money’ in 

education. So far, the consequences of this change in university funding for student identity 

and learning remain unexplored. 

 

OBJECTIVES: 

 

On the basis of the emerging literature discussed above, and drawing on the Social Identity 

Tradition in social psychology as a theoretical perspective (Tajfel & Turner, 1979; Turner et 

al., 1987; Haslam, 2004, 2010), the current study aimed to explore the relevance educational 

identities may have for HE students’ learning and well-being, especially in the context of the 

recent rise in tuition fees in England. In particular, the study aimed to examine the new fee 

regime’s impact on student identity (i.e., the student-as-consumers and/or the student-as-

learner), learning-related indices (i.e., cognitive learning and attributions of academic 

performance) as well as on the perceived value-for-money in education. 

 

METHOD: 

 

Participants were recruited from a range of UK universities via opportunity sampling (N = 

181). The sample included students who had commenced their studies under the old tuition 



 CONFERENCE OVERVIEW 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 473 

fee regime (i.e., up to £6,000 per academic year) as well as participants who were studying 

under the new fee regime (i.e., up to £9,000 per academic year). 

 

Respondents were asked to complete an online survey which included the following 

measures: (i) student identity – a 10-item scale gauging the extent to which students define 

their educational identity in terms of being ‘consumers’ and ‘learners’ (adapted from Butler, 

Lea & Smith, 2011 and Sonnenberg & Morris, 2011) (e.g., “as a student, I believe I should be 

treated like a customer/learner by the university”), (ii) cognitive learning – a two-item 

measure designed McCroskey, Sallinen, Fayer, Richmond and Barraclough (1996) tapping 

students’ self-assessment of the extent of their learning on their course (e.g., “how much do 

you think you have learnt/could have learnt during your course to date?”), (iii) academic 

performance attributions – an 11-item measure we developed in order to examine the 

extent to which students make external/internal attributions for their academic attainment 

(e.g., “when I get low marks, it tends to be because of the quality of teaching”, “when I get 

low marks, it’s usually because of the lack of effort and time I’ve put in”), (iv) value-for-

money – two open-ended questions aimed to elicit students’ own perception of what value-

for-money means in HE (“in your own words, how would you define value for money when it 

comes to university education in general?”, “with regards to your own university and the 

course you’re studying, how would you define good value for money?”), followed by a 

closed, ‘yes’/’no’ question asking participants whether or not they believed they were 

receiving good value-for-money at their university, and (v) well-being – a 4-item scale 

tapping students’ perceived satisfaction with their life in general (adapted from Diener, 

Emmons, Larsen & Griffin, 1985). 

 

FINDINGS: 

 

Results showed that the new fee regime had a significant effect on students’ educational 

identities. In comparison to participants who had started their degree programme under the 

old fee regime (i.e. £6,000), under the new regime (i.e., up to £9000), students’ relative self-

definition as consumers – rather than as learners – was significantly more pronounced. In 

comparison to those paying lower fees, students paying higher tuition fees also reported 

significantly lower (cognitive) learning. In addition, we found that students paying higher 

fees were significantly more likely to report that they were not receiving value for money in 

comparison to those paying lower fees. However, in general, students struggled to articulate 

what, exactly, value for money meant to them in terms of Higher Education (e.g., “getting 

what you pay for”, “getting a good education at a good price”). 
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Findings furthermore indicated that students’ educational identities were relevant for how 

they viewed their academic achievement: the more strongly students identified as 

consumers, the more they attributed their academic performance, especially low academic 

attainment, to external causes (e.g., lecturers). Attributions for academic performance were, 

in turn, significantly related to overall well-being: the more external students’ attributions 

tended to be in terms of their academic performance, the lower their reported well-being. 

The reverse was the case for (cognitive) learning: the greater students’ (cognitive) learning 

was perceived to be, the greater their reported overall well-being. 

 

CONCLUSION: 

 

Whilst ‘learners’ and ‘consumers’ do not appear to constitute opposite dimensions of 

students’ educational identity, the current findings provide further evidence in support of 

the claim that identity processes are implicated in students’ HE experiences. The results 

suggest that the recent rise in English HE tuition fees may not only have had a significant 

impact on students’ self-definitions – i.e., emphasising their identity as consumers (rather 

than as learners) – but has also had a negative effect on students’ assessment of their own 

learning and their perceptions of receiving value-for-money in education. In fact, students 

found it difficult to articulate what value-for-money meant for them (beyond reference to 

contact hours with staff). 

 

Furthermore, the findings indicate that educational identities are related to students’ 

understanding of their own learning: to our knowledge, this is the first study to provide 

empirical evidence in support of (anecdotal) claims that the student-as-consumer is more 

likely to attribute low learning outcomes to external causes (in comparison to the student-

as-learner). This has obvious potential consequences for universities in so far as attributing 

low academic attainment to the perceived failures of the institution might lead to an 

increase in student complaints – which, in fact, has already been observed to be the case 

(Grove, 2014). More importantly, however, this study also shows that (encouraging) the 

student-as-consumer is not without its psychological consequences for students themselves, 

given the relationship between lower well-being and external performance attributions. This, 

then, not only lends some empirical support to previous concerns that students’ positioning 

as consumers might undermine their responsibility for, and engagement with, their own 

learning (Clayson & Haley, 2005), but also points to the relevance learning-related factors in 

HE may have for psychological well-being. We conclude by discussing the potential 

implications of our findings for students’ educational identities in the context of HE in the UK, 

alongside the significance of student identity for learning outcomes, course satisfaction and 

well-being. 
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We explored for the first time the link between subjective well-being and environmental 

behaviour using both correlational and longitudinal data from adult participants in the UK. 

Using Structural Equation Modelling, our correlational data (N = 958) showed that higher 

subjective well-being is associated with higher environmentally responsible behaviour. 

However, when we split subjective well-being into its respective three subscales, we found 

that only positive affect and life satisfaction predicted higher environmental behaviour, 

whereas negative affect does not. Following the same procedure, our longitudinal data (N = 

461) showed that life satisfaction predicted prospectively higher environmental behaviour 

above and beyond positive and negative affect. Our results support recent arguments 

stating that happiness (or at least some aspects of the construct) may helps to protect the 
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future of the Planet Earth. According to our knowledge, our research is the first one 

analysing the predictive effects of subjective well-being (as a composite measure), but also 

the effects of each of the three sub-scales of subjective well-being on environmental 

behaviour. More importantly, our research is the first one exploring cause-effect patterns 

between subjective well-being and environmental behaviour in adult participants through 

more comprehensive measures than research so far. Implications for public policies are 

discussed. 

 

Keywords: Happiness, sustainability, environmental behaviour, subjective well-being 
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