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• Experiment on risk and time attitudes in a representative sample of Dutch 
couples (LISS panel)

• Random Coefficients model to estimate risk and time preferences from the 
experimental data 

• Predictions of three individual specific parameters: risk aversion, time 
preference, tendency to make suboptimal decisions

• Compare these parameters for the two partners in a couple

• Use these parameters to explain financial decisions of the household

• Focus on the weights of the two partners in the household decision process   

Overview
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The Experiment:
a screenshot
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See, e.g.,  

Holt and Laury,

AER 2002

and Von Gaudecker et al, 

AER 2011  



An example of a choice (one screen = five choices)
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• Same experiment for all respondents

• Choices between less risky option (A) and riskier option (B)

• Nonnegative pay-offs only (no loss aversion)

• Four “treatments” ( = four screens)

• Each treatment has five choices; 20 choices in total

• Within treatment: probability of high pay-off increases

• Across treatments: variation in pay-off amounts and timing of payment 

(0 months, 3 months, 6 months, 9 months after the experiment)

• Actual payment: probability 0.1, one of the 20 choices is randomly selected

• All respondents are paid for participating    

Experimental design
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• LISS panel: Longitudinal Internet Survey of the Social Sciences

• Managed by CentERdata at Tilburg University

• Based upon a probability sample of Dutch households

• Also covers households without Internet access

• Monthly surveys on a variety of topics

• Rich background data collected annually (e.g. wealth, wealth composition)

• 3671 LISS panel members were invited (all living with a partner)

• 3012 panel members participated in the experiment

• 3007 finished the experiment

• Final sample: 2825 individuals, with 1188 complete couples

Experiment in the LISS Panel
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Random Coefficients Model 
for the Experimental Decisions
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• The parameter β for hyperbolic discounting is replaced by 1 if payment is 
after 0 months

• We estimated models allowing for different values of β but this did not 
work well. Our preferred specification sets β to 1

• The parameters γ, r and τ are treated as random coefficients

• γ, ln(r) and ln(τ) are modeled as linear functions of individual 
characteristics and an unobserved component

• The three unobserved components are 3-variate normal with correlations 
and variances to be estimated

• The model is estimated using Simulated Maximum Likelihood

• The parameter estimates and each individual’s decisions are used to 
predict each individual’s values of the three parameters (as posterior 
means)

Random Coefficients Model 
for the Experimental Decisions
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Based upon two survey questions:

Risk aversion:

How would you rate your willingness to take risks concerning 
financial matters? 1 (not at all willing to take risks), …, 10 (very 
willing to take risks)

Time preference:

How much do you agree with the following: If I get money I tend 
to spend it too quickly.  0 (not at all), …, 10 (completely)

Stated (qualitative) measures of risk and time 
preferences:
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Experimental and stated measures
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Stated decision making weight (DM):

Here are five descriptions of how financial decisions may be taken in a 
household. Which of these best describes how financial decisions are taken 
in your household?

1. my partner generally takes all the decisions concerning financial affairs

2. my partner decides about financial affairs more often than I do

3. my partner and I generally decide together about financial affairs

4. I generally decide about financial affairs more often than my partner

5. I generally take all the decisions about financial affairs

Answers of both partners are combined to construct “weights” for man and 
woman  (DM weight)

NB: 66% reports shared decision making (answer 3)

Income weight: w(m) = income(m)/(income(m)+income(f)), etc. 

Measures for intra-household bargaining power
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Weights for women
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Average Stated 

DM weight:

Men: 0.52; 

women: 0.48

Average income 

weight:

Men: 0.70; 

women: 0.30 



Household decision to invest in risky assets or not
(probit model)
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• Experimental measures of risk aversion, time preference, and error 
propensity in couples

• Stated survey measures of risk aversion and time preference in couples

• Correlations within couple are larger for the stated measures than for the 
experimental measures

• Correlations are slightly larger for partnerships of longer duration

• The measures experimental as well as the survey measures help to predict 
ownership of risky assets and household financial wealth

• Weighting with an index of household bargaining power does not lead to 
substantial improvement of the prediction power

Conclusions
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