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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! 

 

 

 

 

Eugen Iordănescu 
President of EPIA 
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Dear IAREP-SABE delegates, 

 

 

 

 

 

On behalf of the International Association for Research in Economic Psychology I am delighted to 

welcome you to the joint IAREP-SABE conference here in Sibiu. This is the 40th IAREP conference, an 

achievement we should celebrate during these four days. Our scientific program is varied and rich 

showing that the IAREP conference is the most important meeting point for economic psychologists 

from all over the world.  

 

The cooperation with SABE makes the conference truly interdisciplinary, securing a good mix of 

psychologists and economists.  

 

The local organisers, Eugen Iordanescu and his team, together with IAREP and SABE, have put much 

effort into organising this conference so that it will be successful both scientifically and socially. It is 

now up to you as participants to ensure that this will be a good and memorable meeting that will 

strengthen our fields and associations. 

 

I hope and expect the conference theme Psychology and Economics together for a better life, as 

well as the exciting venue of the conference will result in fruitful and passionate discussions. I also 

hope you will have a wonderful time here in “the mysterious land beyond the woods”, and will 

return home with new ideas and lots of inspiration. 

 
 
 
 
 

 

 
 
 

Ellen K. Nyhus 
President of IAREP 
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Organizing a conference is a challenging endeavour. One has to cope with many different 

preferences and desires of both the participants and their organizations. Also, the budget has to be 

taken into account; the organizers should not lose money. And then there is the daunting task to 

balance between what is conventional and regular, and what interesting and out of the box. 

As for the conventional and regular, I believe everything is in place: a 2½ day conference, 4 keynote 

talks, 7 parallel sessions, early researcher workshop, dinner, and walking tour. As for the interesting 

and out of the box, Sibiu is located in the land of Dracula, so the interesting question is: where are 

the vampires? A special out-of-the-box feature of the conference is the boat trip through our future 

(Friday afternoon), which is meant to discuss the future of our organizations. IAREP and SABE have a 

long history together, which started with a joint conference in 1986 in Shefayim, Israel, organized by 

Shlomo Maital. Since 2009, ICABEEP is active as an umbrella organization. This time, our 

achievements will be evaluated and discussed, in order to optimize future meetings and efforts. I 

hope to see many participants joining the discussion. 

The Book of Abstracts reflects the richness of the scientific work accomplished by members of both 

SABE and IAREP. Topics include economic behaviours, the financial crisis, cognitive, social and 

personality psychology, experimental economics/psychology, household economics, heuristics and 

biases, psychology of money, judgment, intuition, and decision making, happiness and well-being, 

trust and fairness, and taxation, among other topics. It shows how economists and psychologists 

work on similar topics, sometimes integrating their efforts into joint work. Let’s hope the best of this 

work will appear in the top journals in our field, including the Journal of Economic Psychology and the 

Journal of Behavioural and Experimental Economics, and outside our field. 

Let me take the opportunity to thank Eugen Iordanescu and his team for compiling this Book of 

Abstracts, and for preparing and running the conference in Sibiu. I hope to meet many old and new 

colleagues in our fascinating field of research. 

 

 

 

 

Gerrit Antonides 
President of SABE 
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Foreword 

 

It’s a great pleasure to contribute a short Introduction for this book of Abstracts, for the 2015 IAREP-

SABE joint conference in Sibiu, Romania, under the umbrella of ICABEEP.  As one of the founder 

members of IAREP, I have been to conferences of the two societies in many places, and it’s always a 

pleasure when we hold our first conference in a new country, with the opportunity to meet and learn 

from colleagues who work there, and make new friends among them.  And it’s equally a pleasure 

that the conference always brings together old friends and allows us to hear what their latest 

research is about. 

In this book of abstracts, you will find a great range of papers over many different areas where 

economics and psychology overlap, clash, or need to reach out to each other.  We have a good 

number of papers from Romania and the countries nearby, but we also have papers from almost 

every country in Europe and a good representation from North America.   We have contributions 

from economists, from psychologists, and from colleagues who would not know which to call 

themselves.  We have considerations of the most basic foundations of our discipline, and we have 

studies of the most immediate practical problems.  We have experiments, we have surveys, and we 

have qualitative approaches.  We have contributions from students, and we have contributions from 

long-serving senior professors.  In other words, we have an ICABEEP conference! 

Many of the papers whose abstracts are contained in this book will, sooner or later, take published 

form, whether it is in our own journals, the Journal of Economic Psychology and the Journal of 

Behavioral and Experimental Economics, or elsewhere.  Some are probably well on their way to 

publication; others will be changed, improved, and added to before they finally appear.  But, 

whatever stage they are at, as delegates to the conference and as readers of this book of abstracts, 

we know one thing – we read it here first. 

So, on behalf of all of us delegates and readers, I want to thank the conference organizers for getting 

the abstracts book together so efficiently, and indeed for all their work in arranging ICABEEP’s first 

visit to Romania. 

 
 
 
 

Stephen Lea 
President of IAREP, 2003-05 
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GENERAL INFORMATION ABOUT THE LOCAL 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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1 PLENARY SESSIONS 

 

 

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.” 
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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. 

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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2 ORAL PRESENTATIONS 
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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 
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interesting case study, as it has a Mediterranean welfare regime, characterized by a male 

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. 
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- 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. 

 

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 
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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. 

 

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

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..) 

 

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. 
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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 

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 
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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. 

 

Keywords: Relative thinking, consumer behavior, decision making biases 
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HERDING IN HOUSING MARKETS: AN BEHAVIOURAL EXPERIMENTAL ANALYSIS 

 

Baddeley, Michelle Catherine 
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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. 
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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’. 

 

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 
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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 

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. 
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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, 

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’ 
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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 

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. 

Keywords: Housing, herding, social influence, behavioural economics, experimental 

economics 
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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 
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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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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. 
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AN EXPERIMENTAL STUDY OF DE-STIGMATIZATION OF CRIMINAL LAW 
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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 

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 
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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-

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 
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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 
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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 
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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. 

 

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. 
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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 

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? 
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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, 

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. 
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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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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 

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 
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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. 

 

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' 
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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 

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. 
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CAN RISK AVERSE HOUSEHOLDS MAKE RISKY INVESTMENTS? THE ROLE OF TRUST IN OTHERS 
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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 

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. 
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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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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. 
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RATIONAL DECISION? AN EXPERIMENTAL ANALYSIS OF LOTTERY AND CORRUPT SITUATIONS 

 

Burböck, Birgit; Wagner, Franz 
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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 
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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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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 
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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 

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-
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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 

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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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 

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. 
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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 

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 
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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. 

 

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. 
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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 

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”. 
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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 

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 
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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, 

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 
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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 

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 
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individuals reduce the number of unprotected sexual acts by 0.3/month for every $1 

increase in the expected prize. 

 

Keywords: Incentives, HIV prevention, Sexual Behaviors, Lotteries 
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IS CARING FOR OLDER PARENTS DETRIMENTAL TO WOMEN’S MENTAL HEALTH? THE ROLE OF THE 
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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). 
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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 

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, 
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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 

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 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 
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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 

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 
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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. 

 

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 
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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. 

 

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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THE INFLUENCE OF TRUST ON LOYALTY INTENTION IN BUSINESS TO BUSINESS 

RELATIONSHIP: A STUDY IN A CLEANING SECTOR COMPANY 

 

Furtado, Fabiana P. M. Carmo (1); Jeunon, Ester Eliane (2); Oliveira e Silva, 

Antonio Braz de (3); Campos, Heliete Lopes (4) 

 

1: Unifenas, Brazil; 2: Fundação Pedro Leopoldo,Brazil; 3: Netic - Núcleo de Estudos em 

Tecnologias para Informação e Conhecimento; 4: ASA,Brazil 

 

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 
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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 
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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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ANALYZING THE EFFECT OF COMPLEXITY ON CONSUMER DECISION STRATEGIES 

 

Grebitus, Carola (1); Roosen, Jutta (2) 

 

1: Arizona State University, USA; 2: Technische Universität München, Germany 

 

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 
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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. 

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 
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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). 

 

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 EXPECTATIONS AND PERSONALITY 

 

Guilfoos, Todd 

 

University of Rhode Island, United States of America 

 

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 

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 
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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 

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 
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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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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 

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 
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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. 
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PUZZLING TAX LAW - BEHAVIORAL RESPONSES TO COMPLEXITY 

 

Kasper, Matthias (1,2); Beer, Sebastian (2); Loeprick, Jan (2) 

 

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

 

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. 

 

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 
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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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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-
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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 
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DELAYED FEEDBACK ON TAX AUDITS AFFECTS COMPLIANCE AND FAIRNESS PERCEPTIONS 
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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., 
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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 

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. 
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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. 
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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 

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, 
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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. 

 

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 
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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 

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 
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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 

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 
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CHILDHOOD SELF-CONTROL AND SAVING FOR RETIREMENT 
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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 
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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-

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. 

 

Keywords: self-control; saving for the retirement; cohort data 
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FINANCIAL LITERACY'S EFFECT ON ELICITED SUBJECTIVE DISCOUNT RATE 
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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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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 
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(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 

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 
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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. 

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. 

 

Keywords: Prospect theory, risk sensitivity, psychometrics 
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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 

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 
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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 

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 



 TRENDS IN ECONOMIC PSYCHOLOGY AND BEHAVIORAL ECONOMICS 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 137 

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 

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. 

 

  



 TRENDS IN ECONOMIC PSYCHOLOGY AND BEHAVIORAL ECONOMICS 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 138 

Bibliography: 

Louis Lévy-Garboua & Hela Maafi & David Masclet & Antoine Terracol, 2012. "Risk aversion 

and framing effects," Experimental Economics, Springer, vol. 15(1), pages 128-144, March. 

 

Serge Blondel & Louis Lévy-garboua, 2011. "Can non-expected utility theories explain the 

paradox of not voting?," Economics Bulletin, AccessEcon, vol. 31(4), pages 3158-3168. 

 

Lévy-Garboua, Louis & Masclet, David & Montmarquette, Claude, 2009. "A behavioral Laffer 

curve: Emergence of a social norm of fairness in a real effort experiment," Journal of 

Economic Psychology, Elsevier, vol. 30(2), pages 147-161, April. 

 

Page, Lionel & Levy Garboua, Louis & Montmarquette, Claude, 2007. "Aspiration levels and 

educational choices: An experimental study," Economics of Education Review, Elsevier, vol. 

26(6), pages 747-757, December. 

 

 

TESTS FOR COMMON COGNITIVE CAPACITY CONSTRAINTS IN OBJECTIVE AND SUBJECTIVE 

CONSUMER CHOICE 

 

Lunn, Pete (1,2); Bohacek, Marek (1,2); McGowan, Feidhlim (1,2) 

 

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). 
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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 

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. 
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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 

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. 
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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 

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 



 TRENDS IN ECONOMIC PSYCHOLOGY AND BEHAVIORAL ECONOMICS 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 142 

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. 

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 

 

Martinsson, Peter (1); Dannenberg, Astrid (1,2) 

 

1: University of Gothenburg, Sweden; 2: University of Kassel, Germany 

 

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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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. 
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THE EFFECTS OF NATURAL DISASTERS ON INDIVIDUAL BEHAVIOR: EXPERIMENTAL EVIDENCE 
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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. 
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Disasters have important consequences for individual decision making, and aggregated 

individual responses might have significant macroeconomic impact (Skidmore and Toya 

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. 
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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). 
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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 

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). 
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Study 1: Foreign language effect on inaction inertia 

 

In the first problem related to inaction inertia bias (the answers of 147 people were included 

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). 
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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) 

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. 
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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. 

 

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 
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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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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 
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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 

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 
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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? 

 

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. 
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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 

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 
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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. 

 

Data processing is still in progress. The result section will be complete by the conference 

date. 
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NON-COGNITIVE SKILLS AND THE ECONOMIC ROLE OF HOME-PRODUCTION DURING A 

TRANSITION TO RETIREMENT 

 

NUNES, BERNARDO 
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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 
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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. 

 

 

STRENGTH OF SAVING MOTIVES AND SAVING BEHAVIOUR 
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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 
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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 

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 
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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 

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 
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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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AND CORRUPTION: A 44 NATION STUDY 
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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 
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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 

 

 

TAX TALK: WHAT ONLINE DISCUSSIONS ABOUT TAX REVEAL ABOUT OUR THEORIES 

 

Onu, Diana; Oats, Lynne 
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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. 
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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 
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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 

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. 
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GENDER AND RISK: EVIDENCE FROM HIGH STAKES EXAMINATION BEHAVIOR 
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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 
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not face any risk when retaking an exam because their final grade was the highest score 

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 
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that males’ riskier behavior is beneficial. In the sense that these differences in risk-

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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INTRAHOUSEHOLD RESOURCE ALLOCATION IN JAPAN 
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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 

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. 
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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. 

 

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 
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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 

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? 
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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, 

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. 
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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 

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. 
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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 

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. 
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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. 

 

Alhakami A.S., Slovic P. (1994). A psychological study of the inverse relationship between 

perceived risk and perceived benefit. Risk Analysis, 14 (6), 1085-1096. 
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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 

of Mouselab Web. Choice fraction and process tracing indices for 153 respondents were 

analyzed. 
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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 
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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 

closer to the investment strategies recommended by standard financial theory (Campbell, 

2006). 
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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 

heterogeneous expectations depending on their level of sophistication, which prior studies 
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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%. 
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a) … decreased in value with more than 4 000SEK ______%. 

 

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. 
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To test how sophistication affects individuals risk and return expectations OLS regressions 

with robust standard errors are conducted. 

 

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. 
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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. 
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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 

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). 
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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. 
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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 

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. 
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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 

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. 
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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 

= 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 
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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 

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. 
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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. 
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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. 
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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 
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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 

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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BUSINESS CULTURE OF THE FINANCE INDUSTRY 
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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 
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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 

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. 
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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. 

 

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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GENDER, SIBLING ORDER, AND DIFFERENCES IN THE QUANTITY AND QUALITY OF EDUCATION: 

EVIDENCE USING JAPANESE TWIN DATA 

 

Vu, Tien 

 

Osaka University, Japan 

 

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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ON THE FUNGIBILITY OF PRIVATE AND PUBLIC TRANSFERS: A MENTAL ACCOUNTING APPROACH 

 

Waidler, Jennifer 
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The 

 

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). 

 

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 
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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 

 

WAKABAYASHI, Midori (1); KUREISHI, Wataru (2) 

 

1: Tohoku University, Japan; 2: Institute of Population and Social Security, Japan 

 

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 

husbands mainly decide on expenditures or savings and investments, as compared with 

wives who decide by themselves. 
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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?: 

A QUASI-EXPERIMENT USING JAPANESE DATA 
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Colin (4) 
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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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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 

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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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). 
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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. 

 

Keywords: theory of marriage 
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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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50 YEARS OF HARVEY LEIBENSTEIN'S X-EFFICIENCY THEORY AND AN ADVANCEMENT OF 

BEHAVIORAL ECONOMICS 
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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. 
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X-EFFICIENCY THEORY AND VENTURING INTO THE BLACK BOX OF THE FIRM 

Altman, Morris 
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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. 
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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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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. 
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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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CONSULTANCY FIELD 
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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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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 

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. 
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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 

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 
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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) 

 

(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. 
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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 

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. 
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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 

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. 
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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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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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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 

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 
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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. 

 

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-
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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. 

 

Keywords: cognitive load, risk, time preference, impulsive behavior 
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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 

(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. 
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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 

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 



 TRENDS IN ECONOMIC PSYCHOLOGY AND BEHAVIORAL ECONOMICS 

 

 

 
2015 IAREP-SABE Joint Conference, Sibiu, Romania 256 

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 

 

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 
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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 

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. 
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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 

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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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 
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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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