
Appendix A. Description of the datasets. 

 

The results reported in this paper are based on the Survey of Consumer Finances 

(SCF), issued by the US Federal Reserve Board in cooperation with the Department 

of the Treasury; the German Socio-Economic Panel (SOEP), conducted by the 

German Institute for Economic Research in Berlin, the Bank of Spain’s Encuesta 

Financiera de las Familias (EFF) and the Bank of Italy’s Survey of Household 

Income and Wealth (SHIW). 

 

These surveys include rich information on a large number of socio-economic 

variables on demography, education, employment, income, housing and wealth. The 

main goal of the SCF, the EFF and the SHIW is to provide detailed microeconomic 

information about the households’ wealth status and financial decisions. The GSOEP, 

in turn, puts less emphasis on household wealth to focus more explicitly on labour 

market and living conditions.  

 

In the following we describe the waves that we have used in the paper.  

 

SCF (1983-1989). The SCF is a cross sectional survey conducted every three years 

since 1983. Even though it has no panel structure, in 1986 a very brief re-interview 

was conducted with the 1983 SCF respondents. Shaw’s (1996) results are based on 

data from these re-interviewed households. However, this information is no longer 

publicly available: alter the 1989 wave it was decided to base the panel on the 1983 

and 1989 waves and disregard most of the information collected in 1986. Specifically, 

in the 1983-1989 panel “the 1986 SCF is treated only as a source of limited 

information for the construction of the cross-section variables mentioned above and 

for some very limited editing. No other information from the 1986 SCF is used in the 

construction of the 1983-1989 panel file and 1986 variables were not used to 

condition either the 1983 or 1989 imputations”. The results in this paper are, thus, 

based on the 1,746 households from the 1983 wave that were re-interviewed in 1989. 

For further details see Kennickell and Starr-McCluer (1997). 



 

GSOEP (2000-2004). The German Socio-economic Panel (SOEP) is a large 

household panel which includes all individuals older than 16 living in a sampled 

household. The SOEP panel started in the old Federal Republic of Germany in 1984 

and included the former East-Germany from 1990 onwards. In 2004 the panel 

included for the first time a question on risk. In the empirical analysis we therefore 

include the year 2004 and go back to 2000. The changes in wage and any other 

variable are defined on the 4-year span (from 2000 to 2004), to give the model a fair 

chance (the German results get very weak for shorter periods). In this way we closely 

replicate Shaw’s results. Using yearly changes instead leads to mostly non-significant 

coefficients. For obvious reasons the sample is restricted to those individuals who are 

working in both years. In order to look at wage changes, we have to assume that 

individuals’ risk attitudes measured in 2004 have been stable from 2000 to 2004.  

 

In the sample there are 7740 individuals who were present in both years, i.e. 2000 and 

2004. Following Shaw we delete from the sample individuals younger than 21 and 

older than 64 in 2004. After dropping observations with missing values, we are left 

with 7,562 observations . These are the ones we use in our regressions. 

 

EFF (2003). The first wave of the EFF is based on data collected from October 2002 

to May 2003. During that time, 5,143 households were interviewed. The EFF was 

modeled after the American SCF. Only 758 individuals out of 5,143 in the original 

sample report the starting salary in their actual firm. Since this variable is needed to 

calculate the annual wage growth used in our regressions, we are forced to work with 

such a small subsample. 

 

 

SHIW (1993-1995).  The data we use in our study comes from the Italian Survey of 

Household Income and Wealth (SHIW). It is a panel survey (annual from 1977 to 

1987 and biannual from 1989 to 2000) carried out by Banca d’Italia (Italian Central 

Bank). The survey contains detailed information on household characteristics, 



employment, income, assets, financial habits, type of home tenure and several 

questions related to homeownership and borrowing conditions. Additionally, starting 

from 1995, the survey also includes rotating questions aimed at the analysis of 

specific issues. The 1995 wave contains questions addressed to the household heads 

that allow us to construct a measure of absolute risk aversion. We use the waves 

corresponding to 1993 and 1995 to estimate real wage growth. We chose this two-

year interval as it provides an acceptable number of individuals with valid answers in 

the risk attitude question that are present in both waves (1,357 household heads). 

Alternative samples could be also constructed using the waves corresponding to 1995 

and 1998, or 1995 and 2000. However, these two periods would provide small 

samples, i.e. about 550 and 350 observations, respectively.  

 

The survey also provides information on the amount of assets held by the households. 

It allows us to construct a measure of risk behaviour based on the percentage of risky 

assets over all assets (see below). 

 

Definitions 

There are some concepts that are common across surveys and that we use in this 

paper: 

 

Households. A household is defined as a group of people that share expenses and the 

same dwelling. It includes household members that are temporarily absent and 

excludes domestic servants. The SCF and the EFF consider the person who chiefly 

deals with the financial issues of the household to be the household head. 

 

Earnings. We define labour earnings as the sum of after tax labour income both from 

paid employment and from self-employment. Note that we include only wage income 

from a person’s own business firm, not all income. 

 

Hourly wages. We define hourly earnings as after tax annual labour income divided 

by hours worked per period. Hours per period are based on measured hours per week, 



adjusted to match the observation period for earnings. In the Italian and the Spanish 

data, wages are deflated to real terms using the CPI series, in the other datasets they 

are not. This makes no difference if observation spells have equal length.  

 

Wealth. We define wealth as the value of assets minus debts. Our definition of assets 

includes financial and real assets, including the value of residences and real estate, 

businesses, vehicles, jewels, works of art, antiques, stock and fixed-income securities; 

bank accounts; mutual funds; the present value of pension schemes; the cash value of 

insurance policies, and other assets, including lent assets. The SCF and the EFF 

oversample wealthier households. Oversampling is intended to better characterize the 

economic status of the wealthy, and to get a sample that represents the total wealth 

holdings of the population. 

 

Weighting. To make the sample representative of the total population, the surveys 

include sampling weights. These weights are the inverse of the probability of being 

included in the sample, given the oversampling of the wealthy, geographical 

stratification, and differential unit non-response. This probability is calculated using 

the household socio-economic characteristics, such as the size of the municipality 

where the household is located, its census area, and its wealth and income level. In 

the Italian SHIW we do not apply weighting, as the sample is representative. 

 

Risk attitude (SCF, EFF and SHIW) 

Following Shaw (1996), we proxy the attitude of individuals towards risk using two 

different types of information. The first one is based on the proportion of risky assets 

that the individuals has relative to his total net worth. We follow Shaw in taking the 

share of risky financial assets among financial assets and not among all assets (or 

wealth). Residential investment, included in wealth but not in financial assets, is 

investment in a far less perfect market than the stock market and involves other 

considerations that would make the home investment less informative on risk 

attitudes. In line with Shaw we call this variable ‘ASSET’.  

 



The problem with the asset variable is of course that many households have no risky 

assets. In the original Shaw data, 1072 households out of 2199 or 48.75 % have no 

risky financial assets. In our four data sets, the percentages having no risky financial 

assets are 42.8% in SCF, 55.8% in EFF and 88.1% in SHIW.  

 

 

The second type of information is form individual self-assessment of risk attitude. In 

SCF and EFF this is based on the question: 

 

● Which of the following statements do you feel best describes your household 

in terms of the amount of financial risk you are willing to run when you 

make an investment? 

1.-Take on a lot of risk in the expectation of obtaining a lot of profit 

2.-Take on a reasonable amount of risk in the expectation of obtaining an 

above-normal profit 

3.-Take on a medium level of risk in the expectation of obtaining an average 

profit 

4.-You are not willing to take on financial risk 

 

Following Shaw, we define the dummy RISK4 = 1 if the individual answers “4” (= 0 

otherwise) and RISK3 = 1 if the individual answers “3” (= 0 otherwise) to the above 

question. 

 

 

In the SOEP, the individuals’ risk attitudes are measured using a self-reported 

measure of willingness to take risks (for an extensive discussion on the validity of this 

measure in the SOEP see Dohmen et al., 2005 ). The question runs as follows, with 

different wordings for the different areas, e.g. occupation, health, or financial matters: 

 

People can behave differently in different situations. How would you rate your 

willingness to take risks in the following areas (……..)? 



where 0 means: 'risk averse' and the value 10 means: 'fully prepared to take risks' 

 

We use the risk measure with respect to occupation.  

 

Finally, in the SHIW, the second measure of risk-aversion is based on individual 

responses to the following question:  

 

“You are offered the opportunity of acquiring a security permitting you, with the 

same probability, either to gain 10 million lire (≅ €5,200) or to lose all the 

capital invested. What is the most you are prepared to pay for this security?” 

 

Using a Taylor series approximation to the utility function Hartog et al. (2002) 

obtained the following expression for the Arrow-Pratt measure of absolute risk 

aversion (ARA): 
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where λ is the probability of wining this “lottery”, Z is the “prize” and P is the 

amount that individuals are willing to pay. According to (1), individuals who are 

willing to pay about 5 million lire (P≅€2,600) are assumed to be risk neutral 

(ARA=0). Below this amount, individuals are assumed to be risk averse (ARA>0); 

and above this amount, risk lovers (ARA<0). For maximum risk aversion (P=€0) we 

get ARA=2/Z, and for maximum risk loving (P≅€5,200) we get ARA=-2/Z. In the 

estimates we present we have multiplied ARA by 10, to get a more convienent scale.  

 

This measure has proven a good performance in studies regarding the effect of risk 

attitudes on individuals’ economic decisions (Diaz-Serrano, 2005). This author shows 

that this ARA measure computed with the same data exerts a significant negative 

effect on e.g. the investment in risky assets, the probability of being self-employed or 

the probability of being homeowner for households with risky incomes.  



APPENDIX B. ADDITIONAL TABLES  

Table B1. Allowing ß to vary for human capital variables (equation (12)), ∆Ln(hourly wage)  
  Risk dummies and Risk Attitude  Assets 
  US  Germany  Spain  Italy  US  Spain  Italy 
  Coef t  Coef t  Coef t  Coef t  Coef t  Coef T  Coef t 

Constant                           A0 1.588 5.4  0.216 7.13  -0.068 -0.12  0.143 1.52  0.555 3.21  -0.342 -2.62  -0.086 -1.47 

Asset            Β0     1.223 1.59  -1.472 -2.22  -0.671 -1.26 

Risk (0-10 transf.)                Β0  -0.055 -0.44         

Risk 3 (averse)         β30 -1.045 -10.23   3.720 0.09        

Risk 4 (more averse)                               β40 -0.912 -9.36   0.761 0.05        

Absolute Risk Aversión (ARA) β0    -0.713 -2.30       

Risk3 * (∆ years tenure/exp.)  β31   3.011 0.17        

Risk3 * (∆ years tenure)                 β31 -1.673 -5.97          

Risk3 * (∆ years tenure) 2 β32 -1.474 -6.29   2.760 0.05        

Risk3 * (∆ years experience) 2 β33 -0.873 -9.10   2.147 0.11        

Risk3 * Years education             Β34 -1.411 -3.24   -0.097 -0.07        

Risk4 * (∆ years tenure/exp.)  β41   2.449 0.16        

Risk4 * (∆ years tenure)                 β41 -1.473 -5.10          

Risk4 * (∆ years tenure) 2 β42 -1.008 -3.51   -1.462 -0.19        

Risk4 * (∆ years experience) 2 β43 -0.620 -4.73   2.522 0.12        

Risk4 * Years education             β44 -2.677 -2.63   -0.641 -1.15        

ARA * (∆ years tenure/exp.)  β1    -0.387 -2.23       

ARA * (∆ years tenure)                 β2    -0.486 -4.56       

ARA * (∆ years tenure) 2
 β3    -1.331 -0.45       

ARA * (∆ years experience) 2
 β4    -0.612 -3.16       

Risk0-10 * (∆ years tenure)  β1  0.716 0.99         

Risk0-10 * (∆ years tenure)2                 β2  2.864 0.39         

Risk0-10 * (∆ years experience) 2
 β3  0.130 1.63         



Risk0-10 * (∆ years education)^2  β4  17.945 0.06         

 ∆ years tenure/exp. ax1   0.015 0.23    0.050 2.99   

 ∆ years tenure                 ax1 -0.043 -3.34  0.003 1.73   0.022 1.74  0.002 0.21      

 (∆ years tenure) 2 ax2 0.001 3.74  -1·10-4 -0.41  -1·10-4 -0.07  -0.001 -2.43  0.001 2.35  -0.001 -2.94   

 (∆ years experience) 2 ax3 -0.003 -6.55  -0.001 -12.65  -1·10-4 -0.16  -3·10-5 -0.30  -0.001 -6.06  -2·10-4 -0.76   

 Years education             ax4 -0.032 -1.82  1·10-4 0.06  0.032 0.74  -0.012 -1.76  0.007 0.63  0.030 3.37   

Asset * (∆ years tenure/exp.)  β1      0.969 1.04   

Asset * (∆ years tenure)                 β1     6.805 0.18     -0.728 -0.59 

Asset * (∆ years tenure) 2
 β2     -1.394 -3.82  -1.846 -3.63  -0.389 -0.28 

Asset * (∆ years experience) 2
 β3     0.482 3.05  5.320 0.59  1.363 0.43 

Asset * Years education             β4     -2.522 -0.86  -1.346 -2.42  -2.058 -0.72 

Male                                        ah1 -0.125 -3.08  0.002 0.20  0.114 2.29  0.019 0.36  -0.146 -3.46  0.114 2.34  0.012 0.25 

Union                                       ah2 -0.265 -4.22     -0.209 -2.88      

Black                                        ah3 0.059 1.23     -0.113 -2.36      

East                                          ah2    -0.001 -0.10          

German                                     ah3    -0.001 -0.05           

Big firm                                    ah2       0.001 0.01      -0.057 -1.35   

Single                                        ah3       0.069 1.46  -0.014 -0.28     0.077 1.66  -0.037 -0.81 

Nonpermanent                          ah4       -0.116 -2.36      -0.102 -2.04   

Part time                                 ah4          0.183 1.65        0.224 2.27 

Centre                                   ah4          -0.066 -1.78        -0.058 -1.67 

South                                    ah4          -0.052 -1.68        -0.031 -1.08 

Number of observations   1,746  7,562   758  1,309  1,688   751  1,564 

χ2 statistic  238.6***   279.5***   188.99***   73.94***   92.1***   90.15***   38.51***  

R2    0.215  0.076  0.399  0.016  0.227  0.426  0.015 

 



Table B2: Testing equality constraints of uniform risk interaction. 
  Variable Coeff. Table 3  Coeff. Table B1 Test 

US 

ASSET 

Constant 1.116 * 0.646 = 1.223 * 0.555 58.61 
∆ years tenure 1.116 * 0 .009 = 6.805 * 0.002 -115.42 
(∆ years tenure)^2 1.116 * -1·10-4 = -1.395 * 0.001 129.59 
(∆ years experience)^2 1.116 * -0.001 = 0.482 * -0.001 

 
-23.40 

Years of education 1.116 * -0.004 = -2.522 * 0.007 -48.33 
          

RISK 

Constant -0.460 * 0.450 = -1.045 * 1.588 167.66 
∆ years tenure -0.460 * -0.007 = -1.673 * -0.043 -181.16 
(∆ years tenure)^2 -0.460 * 0.000 = -1.474 * 0.001 113.19 
(∆ years experience)^2 -0.460 * -0.001 = -0.873 * -0.003 -152.80 
Years of education -0.460 * -0.021 = -1.411 * -0.032 -104.53 
         
Constant 0.118 * 0.450 = -0.912 * 1.588 167.36 
∆ years tenure 0.118 * -0.007 = -1.473 * -0.043 -157.42 
(∆ years tenure)^2 0.118 * 0.000 = -1.008 * 0.001 76.08 
(∆ years experience)^2 0.118 * -0.001 = -0.620 * -0.003 -150.65 
Years of education 0.118 * -0.021 = -2.677 * -0.032 -153.90 

           
Germany RISK (∆ years experience)^2 0.025 * -0.001 = 0.130 * -0.001 

 
-102.40 

          

Spain 

ASSET 

Constant 1.249 * -0.113 = -1.472 * -0.342 -18.64 
∆ years tenure/exp. 1.249 * 0.042 = 0.968 * 0.050 -83.47 
(∆ years tenure)^2 1.249 * 1·10-5 =  -1.846 * -0.001 4.92 
(∆ years experience)^2 1.249 * -4·10-4 =  5.320 * 2·10-4 87.61 
Years of education 1.249 *  0.010 = -1.346 * 0.030 22.12 

          

RISK 

Constant -0.067   * -0.222 = 3.720 * -0.068 22.83 
∆ years tenure/exp. -0.067   * 0.067 = 3.011 * 0.015 28.44 
(∆ years tenure)^2 -0.067   * -1·10-4 =   2.760 * -1·10-4 -41.51 
(∆ years experience)^2 -0.067   * -5·10-4 =  2.147 * -1·10-4 -9.60 
Years of education -0.067   *  0.023 = -0.097 *  0.032 -23.92 
         
Constant -0.279   * -0.222 = 0.761 * -0.068 17.88 
∆ years tenure/exp. -0.279   * 0.067 = 2.449 * 0.015 39.40 
(∆ years tenure)^2 -0.279   * -1·10-4 =  -1.462 * -1·10-4 -41.29 
(∆ years experience)^2 -0.279   * -5·10-4 =   2.522 * -1·10-4 -24.84 
Years of education -0.279   *  0.023 =  -0.641 

 
  * 0.032 -15.50 

           
Italy 

RISK 

Constant -0.593 * 0.166 = -0.713 * 0.143 1.76 
∆ years tenure -0.593 * 0.016 = -0.387 * 0.022 -2.96 
(∆ years tenure)^2 -0.593 * -0.001 = -0.486 * -0.001 4.50 
(∆ years experience)^2 -0.593 * -1·10-4 = -1.331 * 3·10-5 -2.83 
Years of education -0.593 * -0.012 = -0.612 * -0.012 -1.55 

ASSET 

         
Constant 1.130 * -0.042 = -6.714 * -0.086 -77.25 
∆ years tenure 1.130 * 0.002 = -7.280 * 0.005 279.11 
(∆ years tenure)^2 1.130 * 2·10-5 = -3.890 * -1·10-4 -116.77 
(∆ years experience)^2 1.130 * 4·10-5 = 13.620 * 3·10-5 -5.84 
Years of education 1.130 * -0.001 = -20.576 * 0.002 863.52 

Note: we test whether jaβ  (equation (20), Table 2) equals j jaβ   (equation (21), Table B1) 



Table B3a: US, unconstrained (equation (13)) 
 

  Risk dummies  Assets 
  Coef t  Coef t 
Constant                               a0 1.314 3.48  0.264 1.22   
Risk3 (averse)                           θ3 -1.271 -3.05    
Risk4 (more averse)                                   θ4 -1.021 -1.96    
Asset                                      θ0    1.805 3.59 
       
Risk3 *(∆ years tenure) θ31 0.081 3.55    
Risk3 *(∆ years tenure)^2 θ32 -0.002 -4.32    
Risk3 *(∆ years experience)^2 θ33 0.003 4.76    
Risk3 * Years education.            θ34 0.037 1.46    
Risk3* Union                       θ35 0.130 0.87    
Risk3 * Black                      θ36 -0.371 -2.01    
Risk3 * Male                       θ37 -0.250 -1.1    
       
Risk4 *(∆ years tenure) θ41 0.064 2.32    
Risk4 *(∆ years tenure)^2 θ42 -0.001 -1.74    
Risk4 *(∆ years experience)^2 θ43 0.002 2.51    
Risk4 * Years education            θ44 0.065 2.27    
Risk4* Union                       θ45 -0.081 -0.49    
Risk4 * Black                      θ46 -0.870 -4.00    
Risk4 * Male                       θ47 -0.376 -1.47    
       
Asset *(∆ years tenure) θ1    -0.005 -0.28 
Asset *(∆ years tenure)^2 θ2    -4·10-4 -0.70 
Asset *(∆ years experience)^2 θ3    -0.002 -2.70 
Asset * years education           θ4    -0.039 -1.49 
Asset * Union                       θ5    -0.146 -1.35 
Asset * Black                      θ6    -0.234 -1.32 
Asset * Male                       θ7    -0.432 -1.98 
       
∆ years tenure ax1 -0.051 -2.37  0.013 1.37 
(∆ years tenure)^2 ax2 0.001 3.35  3·10-4 0.94 
(∆ years experience)^2 ax3 -0.003 -5.99  -0.001 -3.01 
Years education             ax4 -0.021 -0.92  0.010 0.64 
Union                       ax5 -0.142 -1.01  -0.093 -1.38 
Black                      ax6 0.240 1.62  -0.151 -1.79 
Male                       ax7 0.281 1.31  0.005 0.05 
       
Number of observations  1,746  1,688 
χ

2 statistic  343.4***   260.3***  
R2  0.135  0.122 
F-test  8.58  8.03 

 



  
Table B3b: Germany, unconstrained (equation (13))  

  Risk dummies 
  Coef T 

Constant                                   a0 0.218 6.81 
Risk (0-10 transf.)                                                    θ0 -0.006 -0.18 
    
Risk0-10  * (∆ years tenure) θ1 0.002 0.94 
Risk0-10  * (∆ years tenure)^2 θ2 0.000 -1.05 
Risk0-10  * (∆ years experience)^2 θ3 0.000 -1.23 
Risk0-10  * Years education           θ4 0.002 0.92 
Risk0-10  * Male                              θ5 -0.016 -1.17 
Risk0-10  * East                                θ6 0.002 0.13 
Risk0-10  * German                      θ7 -0.011 -1.00 
    
∆ years tenure ax1 0.003 1.51 
(∆ years tenure)^2 ax2 0.000 -0.39 
(∆ years experience)^2 ax3 -0.001 -10.39 
Years of education                ax4 0.000 0.02 
East                                          ax5 0.000 -0.04 
German                                    ax6 -0.001 -0.06 
Male                                         ax7 0.001 0.09 
    
Number of observations  7562 
Χ

2 statistic  396.766 
R2  0.025 
F-test  10.10 

 

 



Table B3c: Spain, unconstrained (equation (13)) 
  Risk dummies  Assets 

   Coef T  Coef t 
Constant                                    a0 -0.419 -0.87    -0.303 -1.90 
Risk3 (averse)                                       θ3  0.165  0.31    
Risk4  (more averse)                                       θ4  0.283  0.55    
Asset                                           θ0    0.379 1.02 
       Risk3 * (∆ years tenure/exp.) θ31   0.130  1.78    
Risk3 * (∆ years tenure)^2 θ32  -0.002 -1.53    
Risk3 * (∆ years experience)^2 θ33  -0.001 -0.86    
Risk3 * Years education              θ34  -0.016 -0.46    
Risk3 * Bigfirm                          θ35  -0.290 -1.40    
Risk3 * Single                             θ36  -0.687 -4.77    
Risk3 * Nopermanent                 θ37   0.036  0.17    
Risk3 * Male                               θ38   0.130 -1.67    
       
Risk4 * (∆ years tenure/exp.) θ41  0.132  1.92    
Risk4 * (∆ years tenure)^2 θ42 -0.002 -1.43    
Risk4 * (∆ years experience)^2 θ43 -0.001 -0.96    
Risk4 * Years education              θ44 -0.032 -0.92    
Risk4 * Bigfirm                         θ45 -0.290 -1.51    
Risk4 * Single                           θ46 -0.655 -4.91    
Risk4 * Nopermanent                θ47  0.173  0.90    
Risk4 * Male                             θ48 -0.318 -2.16    
       
Asset * (∆ years tenure/exp.) θ1      0.057  1.20 
Asset * (∆ years tenure)^2 θ2      0.002  2.28 
Asset * (∆ years experience)^2 θ3     -0.001 -1.73 
Asset * Years education              θ4     -0.036 -1.37 
Asset * Bigfirm                          θ5     -0.106 -0.64 
Asset * Single                            θ6      0.172  0.96 
Asset * Nopermanent                 θ7      0.051  0.43 
Asset * Male                              θ8      0.060  0.40 
       
∆ years tenure/exp. ax1 -0.076 -1.20   0.048  1.74 
(∆ years tenure)^2 ax2  0.002  1.53  -0.001 -2.04 
(∆ years experience)^2 ax3 3·10-3  0.40  -2·10-4 -0.51 
Years of education                      ax4  0.045  1.39   0.028  2.50 
Bigfirm                                       ax5  0.275  1.58  -0.027 -0.41 
Single                                          ax6   0.701  5.97   0.042  0.78 
Nopermanent                              ax7 -0.249 -1.33    -0.111 -2.29 
Male                                            ax8  0.406 3.03   0.100  2.15 
       
Number of observations  758   751 
χ

2 statistic  240.93 213.07 
R2  0.209 0.231 
F-test  11.29 9.11 

 

 

 

 

 



Table B3d: Italy, unconstrained (equation (13)) 
  ARA   Assets 
  Coef t  Coef T 

Constant                                              a0 0.139 1.13  -0.081 -1.37 
Absolute Risk Aversion (ARA)                  Θ0 -0.104 -1.54    
Asset                                           Θ0    0.747 1.66 
       
ARA * (∆ years tenure) Θ1 -0.006 -0.83    
ARA * (∆ years tenure)^2 Θ2 4·10-4 2.03    
ARA * (∆ years experience)^2 Θ3 6·10-5 0.91    
ARA* Years education              Θ4 0.008 2.25    
ARA*  Male                                          Θ5 -0.071 -1.33    
ARA * Part time                                   Θ6 0.616 4.36    
ARA * Single                                   Θ7 -0.049 -1.13    
ARA * Centre                                  Θ8 0.024 0.68    
ARA * South                                Θ9 0.033 1.08    
       
Asset * (∆ years tenure) Θ1    -0.043 -0.82 
Asset * (∆ years tenure)^2 Θ2    4·10-4 0.36 
Asset * (∆ years experience)^2 Θ3    3·10-4 0.68 
Asset * Years education              Θ4    -0.050 -2.17 
Asset * male                                    Θ5    -0.824 -2.24 
Asset * part time                             Θ6    1.403 1.49 
Asset * single                                Θ7    -0.670 -2.39 
Asset * Centre                               Θ8    0.087 0.35 
Asset * South                                Θ9    0.305 1.51 
       
∆ years tenure ax1 0.017 1.33  0.005 0.73 
(∆ years tenure)^2 ax2 -0.001 -2.29  -1·10-4 -0.52 
(∆ years experience)^2 ax3 -6·10-5 -0.48  3·10-5 0.57 
Years of education                              ax4 -0.014 -2.04  0.002 0.59 
Centre                                                    ax5 -0.084 -1.33  -0.062 -1.72 
South                                                     ax6 -0.050 -1.63  -0.034 -1.18 
Male                                                       ax7 0.133 1.39  0.051 0.98 
Single                                               ax8 0.057 0.74  0.002 0.04 
Part time                                           ax9 -0.824 -3.25  0.199 1.94 
       
Number of observations   1,309   1,564 
χ2 statistic   61.20   20.68*

R2   0.032   0.016 
F-test   2.39*   1.39 

 



 

Table B4a: US, Estimated coefficients β, unconstrained a priori model (equation 
(13) with Shaw H, X distinction. 

  βkj  (eq.13)  βj (eq.13) 

  Coef t  Coef t 
Constant                                 a0 1.588 4.15  0.639 3.32 
Risk 3 risk averse                     θ3 -1.491 -3.44    
Risk 4 more risk averse             θ4 -1.657 -3.38    
Asset                                           θ0    -0.792 -1.30 
       
Risk3 * (∆ years tenure) θ31 0.072 3.36    
Risk3 * (∆ years tenure)^2 θ32 -0.002 4.09    
Risk3 * (∆ years experience)^2 θ33 0.002 4.20    
Risk3 * Years education             θ34 0.045 1.82    
       
Risk4 * (∆ years tenure) θ41 0.064 2.39    
Risk4 * (∆ years tenure)^2 θ42 -0.001 -1.93    
Risk4 * (∆ years experience)^2 θ43 0.002 2.25    
Risk4 * Years education           θ44 0.087 2.99    
       
Asset * (∆ years tenure) θ1    0.115 2.80 
Asset * (∆ years tenure)^2 θ2      -0.004 -3.05 
Asset * (∆ years experience)^2 θ3    0.001 2.17 
Asset * Years education             θ4    0.042 1.11 
       
∆ years tenure ax1 -0.043 -2.15  -0.004 -0.43 
(∆ years tenure)^2 ax2 0.001 3.15  1·10-5 2.10 
(∆ years experience)^2 ax3 -0.003 -5.46  -0.001 -5.56 
Years of education                         ax4 -0.032 -1.41  0.005 0.41 
Union                                         ah1 -0.125 -2.58  -0.113 -2.40 
Black                                             ah2 -0.265 -2.97  -0.301 -3.71 
Male                                               ah3 0.059 0.72  0.002 0.02 
       
Number of observations   1,746   1,746 
χ

2 statistic   357***    237***  
R2   0.115   0.091 
F-test   9.98   9.40 

 



 
Table B4b: German SOEP, Estimated coefficients β, unconstrained a priori model 

(equation (13) with Shaw H, X distinction) 
 

  ββββkj  (eq13) 
  Coef t 

Constant                                   a0 0.216 6.80 
Risk (0-10 transf.)                                                    θ0 -0.012 -0.36 
    
Risk0-10  * (∆ years tenure) θ1 0.002 0.93 
Risk0-10  * (∆ years tenure)^2 θ2 0.000 -1.05 
Risk0-10  * (∆ years of 
experience)^2 

θ3 
0.000 -1.29 

Risk0-10  * Years education          θ4 0.002 0.85 
    
∆ years tenure ax1 0.003 1.51 
(∆ years tenure)^2 ax2 0.000 -0.38 
(∆ years experience)^2 ax3 -0.001 -10.44 
Years education           ax4 0.000 0.06 
East                                         ah1 -0.001 -0.10 
German                                   ah2 -0.001 -0.05 
Male                                        ah3 0.002 0.19 
    
Number of observations  7562  
χ

2 statistic  362.8354  
R2  0.025  
F-test  12.27  

 
 
 



Table B4c: Spain, Estimated coefficients β, unconstrained a priori model (equation 
(13) with Shaw H, X distinction) 

  βkj  (eq.13)  βj (eq.13) 
  Coef t  Coef t 

Constant                                      a0 -0.068 -0.12  -0.342 -2.17 
Risk 3 (averse)                       θ3  -0.252 -0.44    
Risk 4 (more averse)             θ4  -0.052 -0.09    
Asset                                         θ0    0.504 1.63 
       
Risk3 * (∆ years tenure/exp.) θ31  0.046  0.56    
Risk3 * (∆ years tenure)^2 θ32 -2·10-4 -0.20    
Risk3 * (∆ years experience)^2 θ33 -3·10-4 -0.26    
Risk3 * Years education              θ34 -0.003 -0.07    
       
Risk4 * (∆ years tenure/exp.) θ41 0.037  0.48    
Risk4 * (∆ years tenure)^2 θ42 1·10-4  0.11    
Risk4 * (∆ years experience)^2 θ43 3·10-4 -0.31    
Risk4 * Years education              θ44 -0.020 -0.44    
       
Asset * (∆ years tenure/exp.) θ1    0.048  1.04 
Asset * (∆ years tenure)^2 θ2     0.002  2.39 
Asset * (∆ years experience)^2 θ3    -0.001 -1.62 
Asset * Years education              θ4    -0.040 -1.64 
       
∆ years tenure/exp. ax1 0.015  0.21   0.050  1.81 
(∆ years tenure)^2 ax2 -1·10-4 -0.08   -0.001 -2.17 
(∆ years experience)^2 ax3 -1·10-4 -0.13  -2·10-4 -0.49 
Years education              ax4  0.032  0.71   0.030  2.60 
Bigfirm                                    ah1 0.001  0.01  -0.057 -1.01 
Single                                       ah2  0.069  1.42   0.077  1.58 
Nopermanent                           ah3 -0.116 -2.96  -0.102 -2.51 
Male                                         ah4 0.114  2.44   0.114  2.51 
       
Number of observations   758   751 
χ

2 statistic  229.3***   198.9***  
R2  0.195  0.229 
F-test  9.06  11.60 

 

 

 

 

 

 

 

 

 

 



Table B4d: Italy. Estimated coefficients β, unconstrained a priori model (equation 
(13) with Shaw H, X distinction) 

  ARA   Assets 
  Coef T  Coef t 

Constant                                      a0 0.143 1.52  -0.086 -1.47 
Absolute Risk Aversion (ARA)         θ3 -0.102 -2.24    
Asset                                         θ0    0.576 1.89 
       
ARA * (∆ years tenure) θ41 -0.088 -1.23    
ARA * (∆ years tenure)^2 θ42 5·10-4 2.18    
ARA * (∆ years experience)^2 θ43 5·10-5 0.71    
ARA * Years education              θ44 0.007 1.94    
       
Asset * (∆ years tenure) θ1    -0.035 -0.68 
Asset * (∆ years tenure)^2 θ2    4·10-4 0.28 
Asset * (∆ years experience)^2 θ3    4·10-4 0.85 
Asset * Years education              θ4    -0.052 -2.28 
       
∆ years tenure ax1 0.022 1.74  0.005 0.75 
(∆ years tenure)^2 ax2 -0.001 -2.43  -1·10-4 -0.55 
(∆ years experience)^2 ax3 4·10-5 0.30  3·10-5 0.57 
Years education              ax4 -0.012 -1.76  0.002 0.69 
Male                                          ah1 0.012 0.36  0.012 0.25 
Single                                        ah2 -0.014 -0.28  -0.037 -0.81 
Part time                                   ah3 0.183 1.65  0.224 2.27 
Centre                                        ah4 -0.066 -1.78  -0.058 -1.67 
South                                         ah4 -0.052 -1.68  -0.031 -1.08 
       
Number of observations   1,309   1,564 
χ

2 statistic  37,85***   17.83***  
R2   0.015   0.011 
F-test   1.41   1.21 

 

 



Table B5a: Testing model constraints: identical risk effect ( j jaθ β= ) 

 
 Variable 

Coeff. Table 3 
 
 

 Coeff. 
Table B4 Test 

US 

ASSET 

Constant 1.116 *  0.646 = 0.639 -76.98 
∆ years tenure 1.116 * 0 .009 = 0.115 -109.04 
(∆ years tenure)^2 1.116 *  -1·10-4 = -0.004 -26.38 
(∆ years experience)^2 1.116 * -0.001 = 0.001 118.53 
Years of education 1.116 * -0.004 = 0.042 3.43 

        

RISK 

Constant -0.460 * 0.450 = 1.588 -191.23 
∆ years tenure -0.460 *  -0.007 = 0.072 -132.58 
(∆ years tenure)^2 -0.460 * 0.000 = -0.002 156.55 
(∆ years experience)^2 -0.460 * -0.001 = 0.002 -121.10 
Years of education -0.460 *  -0.021 = 0.045 -90.43 
       
Constant 0.118 *  0.450 = 1.588 -166.03 
∆ years tenure 0.118 * -0.007 = 0.064 -101.07 
(∆ years tenure)^2 0.118 *  0.000 = -0.001 82.33 
(∆ years experience)^2 0.118 * -0.001 = 0.002 -100.79 
Years of education 0.118 * -0.021 = 0.087 -120.83 

 
Germany 

        
RISK (∆ years experience)^2 0.025 * -0.001 = -0.000 -87.83 

Spain 

ASSET 

Constant 1.249 *  -0.113 = -0.342 19.12 
∆ years tenure/exp. 1.249 * 0.042 = 0.048 -49.01 
(∆ years tenure)^2 1.249 *  1·10-5 =  0.002 3.78 
(∆ years experience)^2 1.249 * -4·10-4 = -0.001 49.43 
Years of education 1.249 * 0.010 = -0.040 28.84 

        

RISK 

Constant -0.067 * -0.222 = -0.068 -0.26 
∆ years tenure/exp. -0.067 *  0.067 =  0.046 -18.43 
(∆ years tenure)^2 -0.067 * -1·10-4 = -2·10-4 6.99 
(∆ years experience)^2 -0.067 *  -5·10-4 = -3·10-4 9.64 
Years of education -0.067 * 0.023 = -0.003 0.81 
       
Constant -0.279 *  -0.222 = -0.068 0.23 
∆ years tenure/exp. -0.279 * 0.067 = 0.037 -13.81 
(∆ years tenure)^2 -0.279 *  -1·10-4 = 1·10-4 -5.17 
(∆ years experience)^2 -0.279 * -5·10-4 = 3·10-4 8.56 
Years of education -0.279 * 0.023 = -0.020 10.01 

Italy 

RISK 

Constant -0.593 *  0.166  0.143 66.08 
∆ years tenure -0.593 * 0.016 = -0.088 2.10 
(∆ years tenure)^2 -0.593 *  -0.001 = 5·10-4 3.07 
(∆ years experience)^2 -0.593 * -1·10-4 = 5·10-5 3.40 
Years of education -0.593 *  -0.012 = 0.007 4.16 

        

ASSET 

Constant 1.130 * -0.042  -0.086 -0.614 
∆ years tenure 1.130 *  0.002 = -0.035 -280.42 
(∆ years tenure)^2 1.130 * 2·10-5 = 4·10-4 117.99 
(∆ years experience)^2 1.130 *  4·10-5 = 4·10-4 278.44 
Years of education 1.130 * -0.001 = -0.052 -870.11 

We test the constraints while maintaining the Shaw a priori H, X distinction: Table2 against B4 
 



Table B5b: Testing model constraints: specific risk effects ( j j jaθ β= ) 

  Variable Coeff. Table B1  Coeff. 
Table B4 

Test 

US 

ASSET 

Constant 1.223 *  0.555 = 0.639 89.03 
∆ years tenure 6.805 * 0.002 = 0.115 35.74 
(∆ years tenure)^2 -1.395 *  0.001 = -0.004 -35.11 
(∆ years experience)^2 0.483 * -0.001 = 0.001 114.92 
Years of education -2.522 *  0.007 = 0.042 -2.45 

        

RISK 

Constant -1.045 *  1.588 = 1.588 261.17 
∆ years tenure -1.673 * -0.043 = 0.072 0.90 
(∆ years tenure)^2 -1.474 * 0.001 = -0.002 -37.10 
(∆ years experience)^2 -0.873 *  -0.003 = 0.002 -10.90 
Years of education -1.411 * -0.032 = 0.045 0.62 
       
Constant -0.912 * 1.588 = 1.588 238.04 
∆ years tenure -1.473 * -0.043 = 0.064 0.70 
(∆ years tenure)^2 -1.008 *  0.001 = -0.001 -19.94 
(∆ years experience)^2 -0.620 * -0.003 = 0.002 -6.26 
Years of education -2.677 *  -0.032 = 0.087 1.07 

         
Germany RISK (∆ years experience)^2 0.130 * -0.001 = -0.000 0.01 

        
Spain 

ASSET 

Constant -1.472 *  -0.342 = -0.342 15.01 
∆ years tenure/exp. 0.968 *  0.050 = 0.048 0.01 
(∆ years tenure)^2  -1.846 * -0.001 =  0.002 -0.04 
(∆ years experience)^2  5.320 * 2·10-4 = -0.001 0.13 
Years of education -1.346 *  0.030 = -0.040 0.02 

        

RISK 

Constant 3.720 *  -0.068 = -0.068 18.86 
∆ years tenure/exp. 3.011 * 0.015 =  0.046 31.49 
(∆ years tenure)^2   2.760 *  -1·10-4 = -2·10-4 -30.75 
(∆ years experience)^2  2.147 * -1·10-4 = -3·10-4 -13.17 
Years of education -0.097 *  0.032 = -0.003 -14.64 
       
Constant 0.761 * -0.068 = -0.068 14.24 
∆ years tenure/exp. 2.449 *  0.015 = 0.037 34.17 
(∆ years tenure)^2  -1.462 * -1·10-4 = 1·10-4 -20.79 
(∆ years experience)^2   2.522 * -1·10-4 = 3·10-4 -19.97 
Years of education  -0.641    0.032 = -0.020 -17.48 

Italy 

RISK 

Constant -0.713 *  0.143 = 0.143 66.01 
∆ years tenure -0.387 *  0.022 = -0.088 -0.83 
(∆ years tenure)^2 -0.486 * -0.001 = 5·10-4 7.59 
(∆ years experience)^2 -1.331 *  -3·10-5 = 5·10-5 0.56 
Years of education -0.612 * -0.012 = 0.007 2.58 

ASSET 

       
Constant -6.714 *  -0.086 = -0.086 -80.28 
∆ years tenure -7.280 * 0.005 = -0.035 -0.97 
(∆ years tenure)^2 -3.890 *  -1·10-4 = 4·10-4 1.81 
(∆ years experience)^2 13.620 * 3·10-5 = 4·10-4 197.06 
Years of education -20.576 * 0.002 = -0.052 -4.38 

We test the constraints while maintaining the Shaw a priori H, X distinction: Table B1 against B4 
 


