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Abstract

Survey instruments offer researchers simple, low-cost means of deducing a subject’s behavioral characteristics (i.e. whether he is risk loving or risk averse).  However the true test of a survey instrument is its ability to predict an individual’s decision or action in a non-hypothetical environment with salient stakes.  We report results for the Financial domain of the Domain Specific, Risk-Attitude Scale developed by Weber et al. (2002).  Subjects complete the scale and then participated in a gamble exercise with real financial stakes.  The Financial domain measure of the likelihood of engaging in such activities is a significant predictor of subjects’ gamble choices.  However, this finding is driven solely by results for the male subjects; the survey score has no predictive power for the female subjects.
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Predicting Gamble Choice using a Domain-Specific Risk-Attitude Scale

I.  Introduction

Simple, inexpensive means of assessing individual differences in personality and psychological attitudes are in great demand.  Employers want to be able to assess potential employees’ values, ability to interact with others and with authority figures, honesty, attitudes towards risk, etc.  Academic social scientists are interested in many of the same behavioral characteristics as well as measures of well-being, self-esteem, and trust among others.  To meet these needs a host of survey instruments have been developed (see Robinson, Shaver, and Wrightsman, 1991, for just a sample).  However, while a survey instrument may be able to assess, at some level, individual differences in personality and psychological attitudes, the true test of any such measure is its ability to predict an individual’s behavior in a non-hypothetical environment with salient stakes.  

This paper considers the efficacy of one such survey instrument.  In a recent paper, Weber et al. (2002) presented a domain-specific risk attitude scale noting that: “[E]xisting measures of individual differences in risk attitude have proven unsatisfactory… (p.264)”.  Their scale assesses the riskiness of an activity as well as the likelihood of engaging in such action) in five domains: financial, health/safety, recreational, ethical, and social decisions.  The surveys ask subjects to assess the riskiness of various hypothetical scenarios and to indicate their own likelihood of engaging in such actions.  They report that subjects’ degree of risk aversion varied across the domains.  Furthermore, perceptions of risk and the likelihood of engaging in risky behavior differed by sex with men, in general, perceiving less risk and being more likely to engage in the risky behavior.

As Weber, et al. (2002) noted it is obvious that people differ in their risk attitudes and that “[I]n many situations people are selected based on their purported risk attitudes” (p.263).  However the true test of a risk attitude scale is its ability to predict an individual’s decision in a risky environment with salient stakes.  Tests of previous risk attitude surveys have failed in this task.  For example, the Zuckerman (1979, 1994) Sensation Seeking Scale was designed to measure differences between men and women over four domains:  Disinhibition (i.e. nonconformity with standards of acceptable social behavior); Boredom Susceptibility (i.e. aversion to routine in one’s life and intolerance of boring people); Thrill and Adventure Seeking (i.e. preference for the thrills inherent in risky activities); and Experience Seeking (preference for mentally arousing act and a nonconformity lifestyle).  This Sensation Seeking Scale was tested by Eckel and Grossman (2002) and shown to poorly predict decisions with financial stakes.

 In this paper we report results of a test of the Weber, et al. (2002) domain-specific risk-attitude scale (DSRAS), specifically the Financial risk domain.  Subjects in our study completed the DSRAS.  Consistent with Weber, et al. we find that, in general, men perceive less risk and more likely to engage in the risky behavior.  Subjects then participated in a gamble exercise with real, and reasonably substantial, financial stakes.  Subjects selected the gamble they wished to play from among six choices.  The choices increased linearly in payoff and risk (as measured by standard deviation).
  We find that the Financial domain measures of the likelihood of engaging in such activities and the perception of risk associated with such activities to be a significant predictors of subjects’ gamble choices.  However, our results are driven by significant results for the male subjects.  We find that the DSRAS’s Financial domain survey scores have no predictive power for the female subjects. 

II.  The Experiment
Design 


The experiment follows the same basic procedures as Eckel and Grossman (2002).  It consists of two components: the DSRAS measure of risk attitudes and a gamble choice task with substantial financial stakes designed to elicit risk attitudes.  The gamble choice task consisted of six gamble choices.  Each choice is described as a gamble with two alternative payoffs.  Losses are possible up to $8.  See Appendix for copies of the instructions and the decision forms.

Before seeing the gamble task, subjects complete the DSRAS. (See Appendix for instructions.)  Subjects are told they earn $8 for completing the DSRAS.  Subjects were compensated for completing a task rather than just being granted the money.  This helps engender a sense of ownership and minimize the "house money" effect.
  We inform the subjects that this money might be at risk at a later stage of the experiment.

For the gamble choice task, subjects are presented with six different gambles, each having a fifty percent chance of each of two possible outcomes.  Table 1 lists the six gambles, the payoffs associated with each possible outcome, the probabilities of the outcomes occurring, expected payoffs, and level of risk (measured by the standard deviation of expected payoff).  (Subjects observed only columns 1-4 of Table 1.)  The gambles (with the exception of Gamble 6) are design to maintain a linear relationship between the expected value of the gamble and its risk, measured as the standard deviation of payoffs.  Gamble 1 offers a sure payoff of $10.  The expected payoff increases $2 with each of the next four gambles.  Gambles 1 - 3 all entail positive payoffs regardless of which outcome occurs.  Gambles 4 - 6 entail a negative payoff should outcome B occur.  Negative payoffs are deducted from the payment for completing the DSRAS in Part 1 of the experiment.  For Gamble 6 we hold expected payoff constant but increase the associated risk.  Gamble 6 enables us to distinguish risk loving subjects.    
Procedure

Subjects were seated individually at computer terminals; both the DSRAS and gamble choice exercise were conducted online.  Consent forms were distributed, signed by the subjects, and collected.  All subjects were required to have completed the DSRAS before any were permitted to move on to the gamble choice exercise.  For the gamble choice exercise, subjects indicated which of the six gambles they wished to play.  After making a gamble selection the computer presented the subject with ten cards, five labeled A and five labeled B, face down.  The cards were randomly distributed.  The subject selected a card to determine the outcome of his gamble.  After selecting a card, that card was turned over to reveal either an A or a B.  The remaining nine cards would then turn over to reveal the even distribution of A cards and B cards.  At the end of the session, subjects were paid in private their $8 DSRAS completion fee plus their gamble earnings.
III.  Results

Subject Characteristics


One hundred twenty subjects participated in the experiments.  There were 75 male and 45 female.  Nine sessions were run with either 10 (three sessions) or 15 subjects (six sessions) during the academic year 2003-2004.  Table 2 provides a summary of the socioeconomic characteristics for the subject pool and separately by sex.  The average age of the subjects is 21 and did not differ by sex.  Approximately 60 percent of the subjects (male and female) are Caucasian.  Significant differences between men and women are observed in the percentage majoring in economics or business (43 percent for men versus 20 percent for women, proportions test p –value < 0.006); the number of economics classes taken (on average men had taken two economics classes compared to only one for women, means test p-value < 0.04); and self-reported grade point average (the median GPA was between 2.75 and 3.00 for men and between 3.00 and 3.25 for women, p < 0.008).

DSRAS scores are reported in Table 3.  Overall our results are consistent with the findings of Weber, et al (2002).  We find that men indicate a significantly higher (means test p-value < 0.05 or better) likelihood of taking part (LTP) in all risky activities than do women, with the exception of social risks, for which women were the more risk-taking sex (p-value <0.01).  For the Financial domain, the mean survey score for men was 22 percent higher than the mean survey score for women (23.88 vs 19.56, p-value < 0.001).  We also find that men perceive less risk (PR) than do women for all domains but Social.  However, the differences are insignificant except for the Health/Safety and Recreational domains.  
The distribution of subjects across the gamble choices is reported in Table 4.  The overall mean gamble choice was 4.00.  Consistent with what Eckel and Grossman (2002), we find that women are more risk averse than men.  The mean gamble choice of women is 3.78; the mean gamble choice of men is 4.13.  Unlike their robust results, ours are less conclusive.  A means test weakly rejects the null hypothesis of no differences in mean gamble choice by sex (t = 1.44, p-value < 0.08, one-tailed test).  Evidence of no sex difference is provided by both a 2 contingency table test which does not reject the null hypothesis that the gamble choices are independent of sex (2(5) = 4.04, p-value < 0.54) and an Epps-Singleton test which does not reject the null hypothesis that men and women’s gamble choices have the same distribution (2(4) = 3.78, p-value < 0.44).
  
To test the predictive abilities of the DSRAS, we regress (using ordered probit techniques) subjects’ gamble choices on their DSRAS Financial domain survey scores for both LTP and PR (see Table 5).
  The regression models 1 and 1a allows for a sex difference in the intercept term but constrains the coefficients on the Financial LTP and PR domain survey scores, respectively, to be equal for both men and women. 
  Models 2 and 2a relax this constraint. 
 Consider first Models 1 and 1a.  The results support the conclusion that the DSRAS Financial LTP survey score is able to predict an individual’s decision in a risky environment with salient stakes; the PR survey score has less predictive power.  However, when Models 1 and 2 and 1a and 2a are compared, it is evident that the predictive power of the LTP and PR survey scores are conditional on the sex of the subject.  Once the sex of the subject is controlled for it becomes clear that the predictive power of the DSRAS Financial LTP and PR survey scores is driven solely by their ability to predict the gamble choices made by male subjects.  Likelihood ratio tests reject the null hypothesis that the coefficients on the Financial LTP and PR domain survey scores, respectively, are equal for both men and women (LTP: χ2(1) = 4.33, p-value = 0.037; PR: χ2(1) = 3.38, p-value = 0.066).  The survey scores have no significant predictive power for the gamble choices made by female subjects. 
IV.
Discussion and Conclusion
Survey instruments offer researchers simple, low-cost means of deducing a subject’s behavioral characteristics (i.e. whether he is risk loving or risk averse, whether he is cooperative or competitive, whether he is trusting or trustworthy, and how his behavior might differ across different domains).  However the true test of a survey instrument is its ability to predict an individual’s decision or action in a non-hypothetical environment with salient stakes.  We report results for the Financial domain of the Domain Specific, Risk-Attitude Scale developed by Weber et al (2002).  Subjects complete the DSRAS and then participated in a gamble exercise with real financial stakes.  The Financial domain measure of the likelihood of engaging in such activities is a significant predictor of subjects’ gamble choices.  However, this result is driven solely by results for the male subjects; the survey score has no predictive power for the female subjects. 

Similar findings are reported by Perugini et al. (2005).  Their focus was on difference between men and women in cooperativeness in a Public Goods game.  Their subjects completed both the Big Six (Lee and Ashton, 2004) and the Social Value Orientation (SVO, Offerman, Sonnenmans, and Schram, 1996) questionnaires and participated in a multi-period public good experiment.  The Big Six measures personality characteristics along six dimensions: (1) Extraversion; (2) Agreeableness; (3) Conscientiousness; (4) Emotional stability; (5) Intellect or Openness to Experience; and (6) Honesty and Humility.  The SVO questionnaire distinguishes between individuals with (1) a pro-social value orientation (cooperator); (2) an individualistic orientation; and (3) a competitive orientation.

Consistent with our results, they find that the personality questionnaire scores predicted the behavior of the male subjects but failed to predict the behavior of the female subjects.  Drawing on Gilligan (1982), they suggest that the failure to predict women’s behavior “…may be due to a greater context sensitivity of women’s choices, and therefore the more the tenuous nature of the link between questionnaires items and actual public good contribution responses (Perugini et al., 2005, p. 2).” Gilligan (1982) argued that women evaluated the appropriate behavioral response based on the context in which the decision must be made and thus the decision made may vary with across context.  Men’s behavior is more rule-based and less likely to vary as the context of the decision varies.  As Perugini et al. (2005) note, “[C]ontext-sensitivity should also imply that, if women are asked personality questionnaires (only indirectly linked to a behavioral task they are faced with at some other point in time), a lower correlation between measure and behavior is to be expected (p. 4).”  


If risk attitude and other behavioral attitudes are relevant characteristics for sorting people into or out of different jobs, investment plans, etc. then our results, and the results of Eckel and Grossman (2002) and Perugini et al. (2005), raise questions about the ability of the DSRAS, and other survey instruments, to do the job, and specifically for women..  General survey instruments with their hypothetical scenarios, however extensive, are incapable of covering the extensive contextual variations experienced in real life.  Even instruments that attempt to assess domain-specific attitudes are likely to fall short.  The reported results argue for surveys designed with contextual specificity relevant to the particular situations requiring sorting.
TABLE 1:  Gamble Choices, Expected Payoffs, and Risk

	Choice
	Event
	Probability
	Payoff
	Expected Payoff
	Risk*

	1
	A
	50%
	$10
	$10
	0.000

	
	B
	50%
	$10
	
	

	2
	A
	50%
	$18
	$12
	4.243

	
	B
	50%
	$6
	
	

	3
	A
	50%
	$26
	$14
	8.485

	
	B
	50%
	$2
	
	

	4
	A
	50%
	$34
	$16
	12.728

	
	B
	50%
	-$2
	
	

	5
	A
	50%
	$42
	$18
	16.971

	
	B
	50%
	-$6
	
	

	6
	A
	50%
	$44
	$18
	18.385

	
	B
	50%
	-$8
	
	


* Standard Deviation
Table 2:  Socioeconomic Characteristics

	
	All

Subjects

(N=120)
	Men

(N=75)
	Women

(N=45)
	p-value

	Age*
(Std. Dev.)
	20.9

(3.17)
	20.9

(3.19)
	20.8

(3.17)
	0.874a

	Minority

(%)
	39.2%
	37.3%
	42.2%
	0.595b

	Economics/Business Major*

(%)
	33.9%
	43.2%
	18.2%
	0.005b

	Economics Classes*

(%)

0

≤2

>2
	39.8%

33.9%

26.3%
	32.4%

35.1%

32.4%
	52.3%

31.8%

15.9%
	0.190c

	Grade Point Average

(%)

4.00+

3.75-4.00

3.50-3.75

3.25-3.50

3.00-3.25

2.75-3.00

2.50-2.75

2.25-2.50

2.00-2.25

<2.00
	2.5%

2.5%

16.7%

13.3%

18.3%

21.7%

12.5%

11.7%

0.00%

0.8%
	2.7%

4.0%

12.0%

8.0%

17.3%

25.3%

14.7%

16.0%

0.0%

0.0%
	2.2%

0.0%

24.4%

22.2%

20.0%

15.6%

8.9%

4.4%

0.0%

2.2%
	0.061c


* - Two individuals did not complete their post-experiment survey.  Statistics for age, major, and number of economics classes are calculated based on a sample of 118 (74 males and 44 female).
a – means test

b – proportions test

c – χ2 contingency table test

TABLE 3:  Mean Domain-Specific Risk-Attitude Scale Scores by Sex

	
	All Subjects

(N=120)
	Men

(N=75)
	Women

(N=45)
	Means Test*
t-stat.

(p-value <)

	Likelihood of taking part

	Social

(std. dev.)
	28.91

(4.30)
	28.07

(4.28)
	30.31

(3.98)
	 2.90
(0.01) 

	Health/safety

(std. dev.)
	23.03

(5.99)
	24.12

(6.16)
	21.22

(5.26)
	 -2.74 

(0.01) 

	Recreational

(std. dev.)
	25.37

(7.07)
	26.33

(7.51)
	23.76

(5.99)
	 -2.07 

(0.06) 

	Ethics

(std. dev.)
	18.31

(5.41)
	19.23

(5.38)
	16.78

(5.20)
	 -2.48
(0.02) 

	Financial

(std. dev.)
	22.26

(5.65)
	23.88

(5.44)
	19.56

(4.96)
	-4.45

(0.01) 

	Perception of Risk

	Social

(std. dev.)
	14.94

(4.85)
	15.31

(5.34)
	14.33

(3.86)
	 -1.15 

(0.26) 

	Health/safety

(std. dev.)
	26.78

(5.19)
	25.75

(4.77)
	28.51

(5.45)
	 2.82 

(0.01) 

	Recreational

(std. dev.)
	25.68

(4.69)
	24.96

(4.87)
	26.87

(4.17)
	 2.27
(0.03) 

	Ethics

(std. dev.)
	26.23

(5.5)
	25.97

(5.24)
	26.67

(5.29)
	 0.70 

(0.49) 

	Financial

(std. dev.)
	25.37

(5.01)
	25.08

(5.01)
	25.84

(5.03)
	 0.81 

(0.43) 


* - Ho: mean(women) - mean(men) = 0, two-tailed test.

Table 4:  Gamble Choices

	Choice
	All Subjects

(%)
	Men

(%)
	Women

(%)

	1
	6

(5.1)
	4

(5.3)
	2

(4.4)

	2
	3

(2.5)
	2

(2.7)
	1

(2.2)

	3
	41

(33.1)
	22

(29.3)
	19

(42.2)

	4
	28

(23.7)
	16

(21.3)
	12

(26.7)

	5
	19

(16.1)
	14

(18.7)
	5

(11.1)

	6
	23

(19.5)
	17

(22.7)
	6

(13.3)

	Total
	120

(100)
	75

(100)
	45

(100)

	Mean

(Std. Dev.)
	4.00

(1.35)
	4.13

(1.41)
	3.78

(1.24)


 TABLE 5:  Actual Gamble Choice: Ordered Probit Regression Results

	
	Ordered Probit Model

Coefficients

(Std. Error)

	
	Likelihood of Taking Part
	Perception of Risk

	Variable
	Model 1
	Model 2
	Model 1a
	Model 2a

	Constant
	0.691**

(0.39)
	1.738*

(0.67)
	2.221*

(0.57)
	1.061

(0.71)

	Male
	0.101

(0.22)
	-1.600*

(0.77)
	0.2545

(0.21)
	2.175*

(0.85)

	Financial
	0.042*

(0.02)
	-0.011

(0.03)
	-0.028

(0.02)
	0.017

(0.02)

	Male X Financial
	
	0.081*

(0.04)
	
	-0.075*

(0.03)

	
	
	
	
	

	L.L.F.
	-183.5
	-181.4
	-184.9
	-183.2

	N
	120
	120
	120
	120


*   - Significant at the 5% level, one-tailed test.
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APPENDIX

INSTRUCTIONS
You are asked to participate in a study of economic decision making.  The study will take approximately one hour to complete.  The study is comprised of three parts to be described at the appropriate time.  You will be paid $8 for completing Part 1.    You will be paid in cash in private at the end of the session.

From this point on, with the exception of procedural questions addressed to the proctors, we request that there be no talking.

You have been designated Player # .

Part 1
For each of the following statements, please indicate the likelihood of engaging in each activity.  Provide a rating from 1 to 5, using the following scale:


_____________________________________________________________

1

    2


3

  4


5

Extremely


 
         Not Sure 
    

          Extremely

         Unlikely








           Likely

1.                Admitting that your tastes are different from those of your friends.

2.                Arguing with a friend, who has a very different opinion on an issue.

3.                Asking your boss for a raise.

4.                Betting a day’s income at the horse races.

5.                Buying an illegal drug for your own use.

6.                Chasing a tornado by car to take photos that you can sell to the press.

7.                Cheating a fair amount on your income tax.

8.                Cheating on an exam.

9.                Co-signing a new car loan for a friend.

10.              Dating someone that you are working with.

11.              Deciding to share an apartment with someone you don’t know well.

12.              Disagreeing with your father on a major issue.

13.              Driving home after you had three drinks in the last two hours.

14.              Eating “expired” food products that still “look okay.”

15.              Exploring an unknown city or section of town.

16.              Forging somebody’s signature.

17.              Frequent binge drinking.

18.              Going camping in the wild.

19.              Going down a ski run that is too hard or closed.

20.              Going on a safari in Kenya.

21.              Going on a two-week vacation in a foreign country without booking 

         accommodations ahead.

22.              Going white-water rafting at high water in the spring.

23.              Ignoring some persistent physical pain by not going to the doctor.

24.              Illegally copying a piece of software.

25.              Taking a medical drug that has a high likelihood of negative side effects.

26.              Traveling on a commercial airplane.

27.              Plagiarizing a term paper.

28.              Engaging in unprotected sex.

29.              Investing 10% of your annual income in blue ship stock.

30.              Investing 10% of your annual income in a very speculative stock.

31.              Investing 10% of your annual income in government bonds (treasury bills).

32.              Investing in a business that has a good chance of failing.

33.              Lending a friend an amount of money equivalent to one month’s income.

34.              Moving to a new city.

35.              Never using sun screen when you sunbathe.

36.              Never wearing a seatbelt.

37.              Not having a smoke alarm in or outside of your bedroom.

38.              Openly disagreeing with your boss in front of your coworkers.

39.              Periodically engaging in a dangerous sport (e.g., mountain climbing or sky diving).

40.              Regularly riding your bicycle without a helmet.

41.              Shoplifting a small item (e.g., a lipstick or a pen).

42.              Smoking a pack of cigarettes per day.

43.              Speaking your mind about an unpopular issue at a social occasion.

44.              Spending money impulsively without thinking about the consequences.

45.              Stealing an additional TV cable connection.

46.              Taking a day’s income to play the slot-machines at a casino.

47.              Taking a job where you get paid exclusively on a commission basis.

48.              Trying bungee jumping.

49.              Using office supplies for your personal business.

50.              Wearing unconventional clothes.

For each of the following statements, please indicate how risky you perceive each situation.  Provide a rating from 1 to 5, using the following scale:


_____________________________________________________________

1

    2


3

  4


5

Not at all
 


       Moderately



Extremely

         risky




risky




risky

1.______
Exploring an unknown city or section of town

2.______
Cheating on an exam

3.______
Going on a safari in Kenya

4.______
Investing 10% of your annual income in a very speculative stock

5.______
Asking your boss for a raise

6.______
Shoplifting a small item (e.g., a lipstick or a pen)

7.______
Traveling on a commercial airplane

8.______
Buying an illegal drug for your own use

9.______
Betting a day’s income at the horse races

10.______
Speaking your mind about an unpopular issue at a social occasion

11.______
Deciding to share an apartment with someone you don’t know well

12.______
Going on a two-week vacation in a foreign country without booking

                                 accommodations ahead

13.______
Openly disagreeing with your boss in front of your coworkers

14.______
Never using sun screen when you sunbathe

15.______
Co-signing a new car loan for a friend

16.______
Taking a day’s income to play the slot-machines at a casino

17.______
Plagiarizing a term paper

18.______
Taking a job where you get paid exclusively on a commission basis

19.______
Stealing an additional TV cable connection

20.______
Forging somebody’s signature

21.______
Regularly riding your bicycle without a helmet

22.______
Dating someone that you are working with

23.______
Periodically engaging in a dangerous sport (e.g., mountain climbing or sky diving)

24.______
Disagreeing with your father on a major issue

25.______
Lending a friend an amount of money equivalent to one month’s income

26.______
Chasing a tornado by car to take photos that you can sell to the press

27.______
Arguing with a friend, who has a very different opinion on an issue

28.______
Going white-water rafting at high water in the spring

29.______
Cheating a fair amount on your income tax

30.______
Going down a ski run that is too hard or closed

31.______
Driving home after you had three drinks in the last two hours

32.______
Going camping in the wild

33.______
Wearing unconventional clothes

34.______
Engaging in unprotected sex

35.______
Never wearing a seatbelt

36.______
Not having a smoke alarm in or outside of your bedroom

37.______
Illegally copying a piece of software

38.______
Trying bungee jumping

39.______
Investing 10% of your annual income in blue ship stock

40.______
Spending money impulsively without thinking about the consequences

41.______
Smoking a pack of cigarettes per day

42.______
Investing 10% of your annual income in government bonds (treasury bills)

43.______
Ignoring some persistent physical pain by not going to the doctor

44.______
Moving to a new city

45.______
Taking a medical drug that has a high likelihood of negative side effects

46.______
Using office supplies for your personal business

47.______
Investing in a business that has a good chance of failing

48.______
Frequent binge drinking

49.______
Eating “expired” food products that still “look okay

50.______
Admitting that your tastes are different from those of your friends

Part 2
In this part of the study you will select from among six different gambles the one gamble you would like to play.  The six different gambles are listed on your Gamble Selection Sheet.  You must select one and only one of these gambles.  To select a gamble place an X in the appropriate box.  Each gamble has two possible outcomes (Event A or Event B) with the indicated probabilities of occurring.  Your compensation for this part of the study will be determined by:  1) which of the six gambles you select; and 2) which of the two possible events occur.  

Please note that if you should select gamble 4, gamble 5, or gamble 6 and Event B occurs, your losses will be deducted from your $8.00 initial earnings.
For example.  If you select gamble 4 and Event A occurs, you will be paid $34.  If Event B occurs, you will have $2 deducted from your $8 survey completion fee.

For every gamble, each event has a 50% chance of occurring.

After you have selected your gamble the Gamble Selection Sheet will be collected by the proctor.  

At the end of the study, you will roll a six-sided die to determine which event will occur.  If you roll a 1, 2, or 3, Event A will occur.  If you roll a 4, 5, or 6, Event B will occur.

There will be a separate roll of the die for each Player.

Gamble Selection Sheet
Player # 
Mark your gamble selection with an X in the last column across from your preferred gamble. 

	Gamble
	Event
	Payoff
	Probabilities
	Your Selection

	1
	A
	$10
	50%
	

	
	B
	$10
	50%
	

	
	
	
	
	

	2
	A
	$18
	50%
	

	
	B
	$6
	50%
	

	
	
	
	
	

	3
	A
	$26
	50%
	

	
	B
	$2
	50%
	

	
	
	
	
	

	4
	A
	$34
	50%
	

	
	B
	-$2
	50%
	

	
	
	
	
	

	5
	A
	$42
	50%
	

	
	B
	-$6
	50%
	

	
	
	
	
	

	6
	A
	$44
	50%
	

	
	B
	-$8
	50%
	


� The exception being women were more likely to engage in social risk (Weber, et al, 2002). 


� The sixth gamble choice held payoff equal to the fifth gamble choice but increased the level of risk.  This option was included to distinguish risk seeking individuals.


� One issue that has only rarely been addressed in experimental research is the effect of “house money” on subjects’ decisions in gambling experiments, i.e., do subjects make riskier choices than they would if playing with their own money?  An exception is Thaler and Johnson (1990), who find that subjects increase their preference for a risky choice after a previous win under conditions of low or hypothetical stakes. Since we are interested in subjects’ risk preferences relative to each other, the house money effect is not likely to change the pattern of our results.   It is our belief that our procedure – earning the $8 – should instill a greater sense of property rights in the money and therefore elicit a more accurate measure of risk preference.





� An important difference between our study and Eckel and Grossman’s is our addition of the sixth gamble choice; the one designed to identify risk lovers.  What impact the greater number of choices has on subjects’ decisions has not been tested. 


� In preliminary regressions we included demographic variables (age,  grade point average, economics/business major, number of economics classes taken,  and minority status).  Individually, and as a group the demographic variables had little or no explanatory power.  Log likelihood ratio tests did not reject the null hypothesis that the coefficients for the demographic variables are equal to zero.


� The Financial likelihood of taking part survey scores are highly, but negatively, correlated with the Financial perception of risk survey scores (r = -0.662, z = -8.53, p-value < 0.001).  Those who perceive less risk are more likely to take part.





PAGE  
2

