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ABSTRACT

Does Society Influence the Gender Gap
in Risk Attitudes? Evidence from East and
West Germany

Previous international research has shown that women are more risk averse than men.
This gives rise to the question whether the gender gap in risk attitudes is shaped by the
social environment. We address this question by examining risk attitudes among East and
West Germans. Originated from different family policies during Germany’s separation,
East Germans have more equal gender roles than West Germans. Thus, if the gender gap
reflects socially constructed norms, it should be smaller among East Germans. Using data
of the German Socio-Economic Panel (SOEP), our empirical analysis confirms this prediction.
Specifically with respect to career and financial matters, the gender gap in risk tolerance
is smaller among East Germans. We find no evidence that the East German gender gap
has converged to the higher West German level after reunification. By contrast, the West
German gap has narrowed over time.
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1. Introduction

In modern times, gender equality is a key topic in the family policy debate in many
countries (European Commission 2016, United Nations Human Rights Council 2011,
United Nations Office at Geneva 2016 and World Bank 2012). However, men and women
appear to differ on average in many personality traits and preferences (Bertrand 2011).
Specifically, this applies to risk attitudes (see Croson and Gneezy 2009 and Eckel and
Grossman 2008 for surveys). Both experimental examinations (Agnew et al. 2008, Boheim
and Lackner 2015, Borghans et al. 2009, Charness and Gneezy 2102, Powell and Ansic
1997) and survey studies (Dohmen et al. 2011, Hartog et al. 2002) show that women are
more risk averse than men. Closely related to this, psychological research demonstrates
that women experience stronger emotional reactions to risky situations. Women report
more nervousness than men in anticipation of negative outcomes (Brody 1993, Fujita et al.
1991). While women tend to feel fear, men tend to feel anger when facing adverse
outcomes (Grossman and Wood 1993).

Risk preferences play a role in almost every important economic decision. They
influence decisions about saving, consumption, investment, occupation, career, bargaining
strategy, migration and even fertility.! As risk preferences are one of the most crucial
parameters in economic decisions and everyday life, a higher degree of risk aversion can
have far reaching consequences to women. All around the world, women appear to earn
less than men (Blau and Kahn 2003, 2017, Christophides et al. 2013, ILO 2015, OECD
2018). They sort into different occupations than men (Blau et al. 2013) and have a lower
probability of holding an executive position (Malmendier and Tate 2009). While a series
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may help explain some of the observed disparities. Because of their higher risk aversion
women may sort into occupations that are characterized by more stable earnings, but tend
to pay less on average. A higher degree of risk aversion may also imply that women are
less likely to initiate negotiations with their employers and tend to be less successful in
negotiations (Eckel and Grossman 2002).2

At issue is whether the gender difference in risk attitudes is driven by nature or
nurture. On the one hand, brain structure and hormone levels are under strong genetic
influence. Thus, differences in risk attitudes appear to be significantly influenced by
genetic variation (Cesarini et al. 2009). Differences in testosterone levels (Apicella et al.
2008, Coates and Herbert 2008, Sapienza et al. 2009) and also the menstrual cycle of
women (Broder and Hohmann 2003, Chen et al. 2013) contribute to the gender difference
in risk attitudes. From an evolutionary perspective, at some point in history males and
females have evolved different strategies to maximize the fitness of their genes. Females
have maximized reproductive success by low-risk steady-return investment in parenting
effort. By contrast, males have increased their resources and, hence, the ability to attract
females by engaging in more risky activities with higher expected returns.

On the other hand, even if biological factors have an influence, this does not
necessarily imply that the gender difference in risk attitudes is completely determined by
these factors. The gender difference in risk attitudes may well be shaped by the social
environment. It may reflect gender roles that are learned. Sociologists stress that gender
roles are based on the different expectations a society has of individuals based on their sex
(Blackstone 2003).> Gender roles refer to the meanings, values and characteristics that

people ascribe to different sexes. The traditional gender roles are that women nurture their



families while men are the heads of their households by providing financial resources and
making important family decisions. These traditional gender roles are reflected in different
personality traits ascribed to men and women. For example, for the U.S. there is evidence
that women are expected to be docile and generous, while men are expected to be confident
and self-assertive (Eagly 1987). Against this background, gender differences in risk
attitudes appear to be a component of socially constructed norms (Bertrand 2011). A higher
degree of risk aversion is viewed as the norm for women whereas men are rather expected
to be risk-takers. As suggested by Akerlof and Kranton’s (2000, 2005) gender identity
model, people tend to conform with what is expected from their social category.* This
would imply that women behave according to the expectation that they are risk averse
while men’s behavior conforms to the expectation that they are more willing to take risk.
If differences in risk attitudes between men and women reflect socially constructed
norms, these differences should vary across societies that have different gender role
models. Specifically, we should find that the difference in risk attitudes is less pronounced
in societies that are characterized by more equal gender roles. We test this hypothesis by
examining risk attitudes of men and women in West and East Germany. People in East and
West Germany lived under completely different political regimes for 45 years. Most
importantly in our context, the two parts of Germany differed substantially in their family
policies. In West Germany, family policy was dominated for a long time by the traditional
male breadwinner model with continuously employed men and only partially employed
women. By contrast, the East German family policy promoted more equal gender roles and

integrated women into full-time employment.



A series of empirical studies suggest that, even many years after reunification, East
Germans have more equal gender roles than West Germans. East Germans are much more
likely to hold egalitarian gender-role attitudes. The attitudinal differences are matched by
behavioral differences. Employment rates are higher among East German women and their
labor force participation is little influenced by their marital status. Patterns of partnership
and fertility also suggest that East German women are more emancipated than West
German women. Cohabitation is more prevalent among East Germans than among West
Germans. This even holds for women with minor children. Moreover, single women in
East Germany place a higher value on having children than single women in West Germany
and, accordingly, have a higher likelihood of planned out-of-partnership births. These
patterns of partnership and fertility conform to the notion that more equal gender roles
make East German women emotionally and economically less dependent on a male partner.
Thus, they are more willing to choose non-traditional and less stable partnership
arrangements and are more likely to express their wish to have a child even if they have no
stable partner or spouse.

Against this background, we hypothesize that the gender difference in risk attitudes
should be less pronounced among people born in East Germany than among people born
in West Germany. We use data of the German Socio-Economic Panel (SOEP) to test this
hypothesis. The SOEP is unique in that it is a large representative survey of a general
population containing an experimentally validated measure of risk tolerance (Dohmen et
al. 2011). Our empirical results show that the gender difference in general risk tolerance is
indeed smaller among East Germans than among West Germans. Additionally, we also

analyze context-specific measures of risk tolerance. That analysis reveals that the smaller



gender gap in risk tolerance among East Germans in particular applies to the economic
sphere. Specifically with respect to career and financial matters, we find that the gender
gap in risk tolerance is smaller among East Germans than among West Germans.
Altogether, our results support the view that gender differences in risk attitudes are in fact
shaped by society.

We also examine if the gender differences in risk attitudes have changed over time.
Interestingly, there is little evidence of a change for East Germans. By contrast, our
estimates provide some evidence that the gender difference in risk attitudes has shrunken
among West Germans. This may indicate that the recent policy of more gender equality in
unified Germany has changed gender roles specifically in the Western part of the country.
As a consequence, the West German gender difference in risk attitudes may partially
converge to the East German one.

Only a few experimental studies have begun to examine the influence of the social
environment on gender differences in risk preferences. Booth and Nolen (2012) provide
experimental evidence from 15-year-old students in England. They find that gender
differences in risk preferences depend on whether the girls have attended a single-sex or a
mixed-gender school. While the risk preferences of girls from single-sex schools are not
different from the average boy, girls from mixed-gender schools are significantly more risk
averse. Booth et al. (2014) conduct repeated experiments with first year college students
who are randomly assigned to single-sex and mixed-gender classes. After eight weeks in a
single-sex class women made significantly more risky choices than their counterparts in

the mixed-gender classes.



A study by Cardenas et al. (2012) compares children aged 9-12 in Colombia and
Sweden. According to macro-indices, the two countries differ in gender equality with
Sweden being characterized by substantially more equality. The experiments by Cardenas
et al. show that the gap in risk preferences between boys and girls is smaller in Sweden
than in Colombia.

Gong and Yang (2012) conduct experiments with subjects from two ethnic groups
in China, the matrilineal Mosuo and the patriarchal Yi. Their results show that the gender
gap in risk preferences is smaller in the matrilineal ethnic group than in the patriarchal one.
However, the evidence from other patriarchal and matrilineal societies appears to be rather
mixed. Gneezy et al. (2009) examine risk preferences and competitive behavior among
Maasai, a patriarchal society in Tanzania, and Kashi, a matrilineal society in India. Gneezy
et al. find that women are less competitive than men in the patriarchal society whereas they
are more competitive than men in the matrilineal society. Yet, Gneezy et al. do not observe
gender differences in risk preferences among the patriarchal Maasai and the matrilineal
Kashi. Pondorfer et al. (2017) examine risk preferences and gender stereotypes among the
patrilineal Palawan in the Philippines and the matrilineal Teop in Papua New Guinea.
Pondorfer et al. also find no gender differences in risk preferences in the two societies, but
show that gender stereotypes differ between the patrilineal and the matrilineal society.
Given the mixed findings of the experimental literature and the limited number of studies,
further evidence is certainly warranted.

Our study complements the few stylized experimental examinations by providing

large-scale survey evidence from a general population. We use variation in gender role



models that comes from the fundamental policy change that was associated with the
separation of Germany after World War II.

Our study is related to the literature on institutions, cultural traits and endogeneity
of preferences (Alesina and Giuliano 2015, Bowles 1998). A series of studies have used
the separation of Germany after World War II as a natural experiment to examine the
influence of political regimes on solidarity and cooperation, social distrust, personality
traits, and preferences for state intervention (Alesina and Fuchs-Schiindeln 2007, Ariely et
al. 2014, Brosig-Koch et al. 2011, Friehe et al. 2015, Heywood et al. 2017, Lichter et al.
2015, Ockenfels and Weimann 1999, Rainer and Siedler 2009). None of these studies has
analyzed the influence of the separation on gender differences in risk attitudes in the two
parts of Germany. This also holds for an examination by Heineck and Stissmuth (2013)
who find that East Germans have a higher degree of general risk tolerance than West
Germans.

The rest of this paper is organized as follows. In section 2, we provide our
background discussion on family policies and gender role models in East and West
Germany. The third section presents the data and variables while the fourth section

provides the estimation results. The fifth section concludes.

2. Different Gender Role Models in East and West Germany

2.1 Family Policies during the Years of Separation

Germany was separated in 1945 at the end of World War II. The separation was the result
of the positions of the occupying forces and negotiations between the Allies. In 1949, the

Federal Republic of Germany (FRG) and the German Democratic Republic (GDR) were



officially founded in the West and in the East. The GDR was an authoritarian communist
regime while the FRG embraced democracy and capitalism. After the fall of the Berlin
Wall, reunification of East and West Germany took place in 1990.

During the years of separation, the two parts of Germany differed substantially in
their family policies (Engelhardt et al. 2002, Pfau-Effinger and Geissler 2002, Rosenfeld
et al. 2004). In West Germany, family policy was dominated for a long time by the
traditional male breadwinner model with continuously employed men and only partially
employed women. Women worked full-time until they had children and returned to part-
time work after longer career interruptions. Lack of public child care and inconvenient
opening times of many day care facilities made it difficult for women to combine work and
family. Instead of facilitating women’s employment opportunities, the government focused
on parental leave policies allowing mothers to stay at home with their young children.
While being on parental leave, women’s entitlements were largely derived from their
husbands’ rights. Moreover, the tax system provided incentives for mothers to stay at home
as it heavily weighted in favor of married and single income couples. Support for single-
parent households was modest and there were no specific measures to foster single
mothers’ employment.

The family policy in East Germany promoted more equal gender roles. The main
goals of family policy were to integrate women into full-time employment and to
encourage childbearing. The communist regime built up a comprehensive child care system
that allowed women to stay in the labor force even during childbearing years.’
Furthermore, measures such as child-illness leave or reductions in working hours for full-

time employed mothers enabled women to reconcile work and family. East Germany also



provided parental leave. However, parental leave was coupled with far reaching rights to
job return. Furthermore, in contrast to West Germany, the East German tax system
provided no specific incentive for women to stay at home. The earnings of spouses were
taxed individually. Finally, while marriage was seen as the foundation of the family, some
family policies privileged unmarried mothers (Hiekel et al. 2015). For unmarried women,
the government permitted a 1-year paid maternity leave already for their first child. For
married women, this maternity leave was granted for the second child only. Unmarried

mothers were also preferentially treated in the allocation of child care slots.

2.2 Continuing Differences in Gender Role Models after Reunification

After reunification the West German family and marriage law was adopted by the whole
of Germany. However, to the extent people in East and West Germany have internalized
the respective gender role model, one should still find behavioral differences even after
reunification. The experience of a new politico-economic regime is unlikely to make East
Germans completely abandon the family and moral values they have acquired through
socialization. Available evidence indeed suggests that East Germany has been still
characterized by more equal gender roles after reunification.

A series of studies show that East Germans are still more likely to hold egalitarian
sex-role attitudes than West Germans (Bauernschuster and Rainer 2012, Dorbritz and
Ruckdeschel 2009, Kreyenfeld and Geisler 2006, Lee et al. 2007, Scott 1999, Treas and
Widmer 2000). East Germans are less likely to be concerned about adverse effects of
maternal employment on the well-being of children. Accordingly, they are more likely to

disagree with the view that women have to stay home in order to take care of the household
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and the children. East Germans also more often tend to refuse the view that a woman has
to support the husband’s career instead of making her own. Furthermore, East Germans
more often share the opinion that single women’s wish to have a child should be respected
and that one parent can raise children as effectively as two parents can do.

Labor supply studies show that the attitudinal differences are matched by
behavioral differences. Considering the years 1999 to 2002, Haan (2005) finds that married
women in the East have a higher labor market participation rate than those in the West.
Relatedly, analyzing data from married and cohabiting couples in the period 2000 to 2007,
Haan and Wrohlich (2011) find higher employment rates among East German than among
West German women. Finally, Kreyenfeld and Geisler (2006) show for 2002 that mothers
in East Germany are much more likely to work full-time than mothers in West Germany.
Moreover, they find that married and unmarried mothers in East Germany have similar
employment patterns whereas in West Germany married mothers are less likely to work
full-time than unmarried mothers.

The notion of more egalitarian gender roles is also supported by the higher
propensity for non-traditional partnership arrangements in East Germany. Cohabitation is
more prevalent among East Germans than among West Germans. The higher propensity
for cohabitation can even be found for women with minor children (Jirjahn and Struewing
2018a). This result holds in estimations that control for factors such as income,
unemployment, home ownership, indebtedness, education, health, religious affiliation and
availability of childcare. While cohabitation is largely viewed as an inferior substitute for
marriage in West Germany, it is socially more accepted and often viewed as an alternative

to marriage in East Germany (Hiekel et al. 2015). Cohabitation relies to a lesser extent on
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formal commitments and, hence, entails more insecurity in case of a separation particularly
if a woman has children. Thus, the higher propensity for cohabitation among East Germans
indicates a greater independence of women. Economically and emotionally independent
women are more likely to accept living arrangements that involve higher insecurity.
Relatedly, sociologists emphasize that cohabiting couples rejecting marriage as an
institution may be also more likely to reject the roles of breadwinner and housewife that
go along with traditional marriage (Baxter 2001). According to this view, cohabitation
involves and a greater lack of normative prescriptions for role performance. This leaves
space for cohabiting couples to negotiate more egalitarian relationships.

Moreover, attitudinal evidence shows that single women in East Germany place a
higher value of having children than single women in West Germany (Jirjahn and
Struewing 2018b). Interestingly, behavioral differences conform also to these attitudinal
differences. Single women in East Germany have a higher likelihood of planned out-of-
partnership births than single women in West Germany.® The attitudinal and behavioral
differences between East and West Germans can be found even when including controls
for income, labor force status, health and religion in the regressions. This pattern also
suggests that there exist more equal gender roles in East Germany. People in East Germany
have been usually grown up with mothers employed full-time. This is the model on which
they base their own lives.” The more equal gender roles imply that women are both
emotionally and economically less dependent on a male partner. They are less likely to
define themselves through a partner and the stronger labor force attachment enables them

to earn their living. Thus, their wish to have a child is less likely to depend on the presence
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of a stable partner or spouse. This wish is reinforced by the widespread social acceptance
of single motherhood.

All in all, the available evidence suggests that there exist more equal gender roles
in East Germany. The more equal gender roles mean that women are to a higher degree
involved in making important family decisions and providing financial resources to the
family. These responsibilities are the preserve of men in the traditional breadwinner model.
They require a higher willingness to take some risk in order to increase the resources
available to the family. Thus, we hypothesize that the gender gap in risk attitudes should

be smaller among East Germans than among West Germans.

3. Data and Variables

3.1 The Data Set

Our study uses data from the SOEP, a large longitudinal survey of households in Germany
(Wagner et al. 1993, Wagner et al. 2007). The sample is carefully constructed to be
representative of the adult population in the country. The SOEP is administered by the
German Economic Institute (DIW). Infratest Sozialforschung, a professional survey and
opinion institute, conducts the face-to-face interviews. A nucleus of socio-economic and
demographic questions is asked annually. Different ‘special’ topics are sampled in specific

waves. For our analysis, we use focus on persons who are at least 17 years old.

3.2 Dependent Variables
The definitions and descriptive statistics of the dependent variables are shown in Table 1.

Our main dependent variable is a unique measure of general risk attitude. The underlying
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question is: “How do you see yourself: Are you generally a person who is fully prepared
to take risks or do you try to avoid taking risks?” Interviewees respond to the question on
an eleven-point Likert scale ranging from 0 “not at all willing to take risks” to 10 “very
willing to take risks”. This measure has been validated by Dohmen et al. (2011) who
demonstrate that it is highly correlated with actual risk taking in lottery experiments. The
measure of general risk attitude is available for the years 2004, 2006, and 2008 to 2015.
For our analysis of the determinants of general risk attitude we pool the data from these
years.

The SOEP also provides context-specific measures of risk attitude. These measures
refer to the willingness to take risk in financial matters, career matters, sports and leisure,
driving, health matters, and trusting others. We use these measures as additional dependent
variables in order to check the robustness of results. The context-specific measures of risk
attitude are available for the years 2004, 2009 and 2014. Thus, our analysis of the
determinants of context-specific risk attitudes is based on pooled data from these three

years.

3.3 Key Explanatory Variables

Table 2 provides the definitions and descriptive statistics of the explanatory variables.
Building from Alesina and Fuchs-Schiindeln (2007), our key explanatory variable is a
dummy variable that takes on the value of 1 if the person was born in East Germany before
the fall of the Berlin Wall, regardless of the current place of residence. The dummy equals
0 if the person was born in West Germany before the fall of the Berlin Wall, regardless of

the current place of residence. This variable indicates whether the person grew up in a
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social environment with more equal or with more traditional gender roles. These gender
roles have been internalized during childhood and, thus, influence attitudes and behavior
in adulthood. As discussed, they should influence the gender gap in risk preferences.

Our second key explanatory variable is a dummy for the gender of the person. We
use two approaches to examine if the gender gap in risk preferences varies between East
and West Germans. First, we use the combined sample of East and West Germans and
distinguish between East German women, West German women and East German men.
The reference group consists of West German men. Second, we run separate regressions
for East and West Germans and include a simple gender dummy in each regression.

We recognize the possibility that gender roles may have changed in the course of
time after reunification. Thus, we also analyze if the gender gap in risk preferences has
changed over time among East and West Germans. This allows us to examine if there is a

convergence of preferences after reunification.

3.4 Control Variables

We use two specifications. Our baseline specification builds from Dohmen et al. (2011)
and includes control variables for age, height and parents’ education. We also control for
the year of observation. In order to check the robustness of results, we use a second
specification that additionally captures own education, household income, labor force
status, work experience, health, marital status, number of children and migration
background. In that specification, we also take into account whether the person grew up in

an urbanized area and whether the person still lives in his or her childhood hometown.
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4. Empirical Analysis

4.1 Determinants of General Risk Attitude

Table 3 provides our initial estimations on the determinants of general risk attitude. As we
have panel data, we use a random effects probit model. When estimating the coefficients,
the random effects model accounts for the cross-period correlation of the error terms
influencing a person’s risk attitude. In contrast to a fixed effects approach, the random
effects model allows the inclusion of time-invariant variables. This is particularly
important in our context as the key explanatory variables are constant over time.
Additionally, we cluster standard errors at the person level.

Regression (1) is based on a standard specification including the basic controls and
dummy variables for East Germany and gender. The results largely confirm previous
research on the determinants of risk attitude (Dohmen et al. 2011, Heineck and Siissmuth
2013). The person’s age is negatively associated with risk tolerance while body height and
the father’s education are positive determinants. Furthermore, persons born in East
Germany before the fall of the Berlin Wall have a higher degree of risk tolerance than
persons born in West Germany. This finding conforms to Laidi’s (2010) hypothesis that
the evolution of a general notion of risk aversion at the societal level presupposes
democratic experience and a political system where public deliberation plays an important
role in evaluating risk.

Most importantly, the regression confirms a gender gap in risk attitudes. The
estimation suggests that the risk tolerance of women is 0.676 scale point lower than that of

men. Taking into account that the average score of general risk tolerance is 4.482 in our
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sample, this implies a substantial gender gap. Other things equal the risk tolerance of
women is by about 15 percent below that of average risk tolerance.

So far we have followed previous research by implicitly assuming that the gender
gap in risk attitudes is homogeneous within the population. In a further step, we now allow
for heterogeneity by considering the possibility that the gap differs between East and West
Germans. Regression (2) includes variables for women born in East Germany, women born
in West Germany, and men born in East Germany. The reference group consists of men
born in West Germany. The regression reveals that the gender gap in risk attitudes is indeed
smaller among East than among West Germans. For the West, the gender gap is given by
the coefficient on the variable for women born in West Germany. The risk tolerance of
West German women is (.72 scale point lower than that of West German men. For the
East, we obtain the gender gap by the difference between the coefficients on the variables
for women and men born in East Germany. This implies that the risk tolerance of East
German women is 0.54 scale point lower than that of East German men (-0.540 = -0.469 -
0.071). Thus, the gender gap in risk attitudes among East Germans is 25 percent smaller
than the gender gap among West Germans. As shown in the last row of Table 3, a y? test
confirms that the difference in the gender gaps between East and West Germans is also
statistically significant.® The gender gap is smaller in East Germany than in West Germany
because East German women have a much higher risk tolerance than West German women.
Thus, even though East German men are also more tolerant toward risk than West German
men, East Germany is characterized by a smaller gender gap in risk attitudes.

As a check of robustness, we expand the specification in regression (3). Body height

is still a significantly positive and age a significantly negative determinant. While the
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coefficient on father’s education loses significance, several of the additional control
variables emerge as significant covariates of general risk tolerance. The person’s own
education is associated with higher risk tolerance but at a decreasing rate. Household
income and health are also positive covariates whereas being married and the number of
children are negative covariates. The size of the childhood hometown has also an influence.
Persons who grew up in a rural area, a small city or a medium-sized city are less risk
tolerant than persons who grew up in a big city. Furthermore, it plays a role if a person has
left his or her childhood hometown. Persons who do not live in their childhood hometown
or returned to it after leaving it for some time are more risk tolerant than those who never
left their hometown.

Most importantly, the estimation with the expanded specification confirms our key
pattern of results. Regression (3) implies that West German women have a 0.658 scale
point lower risk tolerance than West German men while East German women only have a
0.562 scale point lower risk tolerance than East German men (-0.562 = -0.482 - 0.080).
Thus, the regression with the expanded specification suggests that the gender gap in risk
attitudes among East Germans is 15 percent smaller than the gender gap among West
Germans. This estimated East-West difference in the gender gaps is somewhat smaller than
the difference implied by the regression with the baseline specification. Nonetheless the
basic point remains that the regression with the expanded specification also shows that the
gender gap in risk attitudes is less pronounced among East Germans than among West
Germans. The difference in the gender gaps is also statistically significant in this

regression.
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Altogether, our key findings support the hypothesis that society influences the
gender gap in risk attitudes. As suggested by our background discussion, East Germans are
characterized by more equal gender roles than West Germans. Thus, if the gender gap in
risk attitudes is shaped by the social environment, the gap should be smaller among East
Germans. Our estimations on the determinants of general risk tolerance confirm this

prediction.

4.2 Determinants of Context-Specific Risk Attitudes

So far we have used the measure of general risk tolerance. We now examine the
determinants of context-specific risk attitudes. As information on context-specific risk
attitudes is only available for 2004, 2009 and 2014, we limit our estimation sample to these
years. Table 4 provides the results of regressions with the baseline specification.

Our estimations show specifically for career and financial matters that the gender
gap is significantly smaller among East than among West Germans. West German women
have a 0.716 scale point lower tolerance toward financial risks than West German men. By
contrast, East German women have an only 0.471 scale point lower tolerance toward
financial risks than East German men (-0.471 = -0.708 - (-0.237)). This East-West
difference in the gender gaps is driven by different risk attitudes of East and West German
men. While East and West German women have similar risk attitudes toward financial
matters, East German men are less tolerant toward financial risks than their West German
counterparts.

Regarding career matters, West German women have a 0.5 scale point lower risk

tolerance than West German men. By contrast, East German women are only by 0.23 scale
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points less tolerant toward career risks than East German men (-0.23 = -0.099 - 0.131).
Thus, the East German gender gap is less than half the West German gap. Interestingly, the
East-West difference in these gender gaps is driven by different risk attitudes of East and
West German women. East German women are much more tolerant toward career risks
than West German women. Thus, even though East German men are more willing to take
career risks than their West German counterparts, the gender gap in career risk-taking
attitudes is smaller among East Germans.

As to the other measures of context-specific risk tolerance, we find mixed results.
The gender gap in tolerance toward risks in sports and leisure is also smaller among East
than among West Germans. However, the opposite holds for the gender gaps in risk
tolerance toward driving. Finally, the estimations show no significant East-West
differences for the gender gaps in the willingness to take risks in health matters or trusting
others.

In Table 5, we present the regression results with the expanded specification. In
contrast to the baseline specification, the expanded specification shows no significant East-
West difference for the domain of sports and leisure. With this exception, the key results
on the other domains are confirmed by the expanded specification. Most importantly, that
specification confirms that East and West Germans significantly differ with respect to the
gender gaps in risk tolerance toward financial and career matters.

Altogether, our results on context-specific risk attitudes show that the smaller
gender gap in risk tolerance among East Germans in particular applies to the economic
sphere. Specifically with respect to financial and career matters, the gender gap in risk

tolerance is smaller among East than among West Germans. This fits previous studies
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showing a much higher labor force attachment of East German women and more positive
attitudes among East Germans toward women’s labor force participation. As noted by
Bowles (1998), the extension of women’s labor force participation is closely related to the
rise of feminist values. Thus, the finding of smaller gender gaps in financial and career risk
taking among East Germans indicates that more equal gender roles in East Germany in
particular apply to the economic sphere.

Moreover, our results qualify the initial finding that East Germans are more risk
tolerant than West Germans. It depends on the particular domain whether or not East
Germans are more risk tolerant. East German men and women are more tolerant toward
career and health risks than their respective West German counterparts. However, the
opposite holds true with respect to matters of trust. Previous studies have shown that East
Germans are characterized by a lower level of trust than West Germans (Heineck and
Stissmuth 2013, Lichter et al. 2015, Rainer and Siedler 2009). Our analysis shows that East

Germans also have a lower tolerance toward risks in matters of trust.

4.3 Changes in Risk Attitudes over Time

Finally, we examine if the gender gaps in risk attitudes have changed over time in East and
West Germany. We consider the measure of general risk attitude and return to our total
estimation sample for the years 2004, 2006 and 2008 to 2015. As possible changes may
differ between both parts of the country, we provide separate estimations for the East and
for the West. Table 6 shows the results. For the purpose of comparison, we do not account

for changes over time in regressions (1) and (4). For the respective part of the country, the
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gender gap in risk attitudes is now given by the coefficient on the gender dummy. The two
regressions confirm that the gender gap is smaller among East than among West Germans.

In regressions (2) and (5), we use the baseline specification and interact the gender
dummy with the various year dummies. The coefficient on the gender dummy now gives
us the gender gap in risk attitudes for the reference year 2004. The interaction of the gender
dummy with the respective year dummy shows the change in the gender gap in that year
compared to the reference year. Regression (2) provides little evidence that the gender gap
has changed over time in East Germany. Most of the nine interaction variables take
insignificant coefficients. There are only two significant coefficients with opposite signs.
By contrast, regression (5) shows some cautious indications that the gender gap has
changed in West Germany. Four interaction variables take significantly positive
coefficients. This may suggest that among West Germans the gender gap in risk attitudes
has narrowed over time.

Regressions (3) and (6) use the specification with the expanded set of control
variables. These regressions confirm the key pattern of results. We find largely no evidence
of changes in East Germany while there are now even five interaction variables with
significantly positive coefficients for West Germany.

In summary, our results suggest that the East German gender gap in risk attitudes
has been relatively stable. We find no evidence that it has converged to the higher West
German level. By contrast, our estimates provide some indications that the West German
gender gap has narrowed over time. One possible explanation for this finding may be that

the recent policy of more gender equality in unified Germany has changed gender roles
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specifically in the Western part of the country. The more equal gender roles may have

contributed to a narrowing of the West German gender gap in risk attitudes.

5. Conclusions

A series of previous studies have shown that women are on average more risk averse than
men. This gives rise to the question whether the gender gap in risk attitudes is shaped by
the social environment. Our study addresses this question by examining the risk attitudes
among East and West Germans. Originated from different family policies during
Germany’s separation, East and West Germans are characterized by different gender role
models. East Germans have more equal gender roles than West Germans. Thus, if the
gender gap in risk attitudes reflects socially constructed norms, it should be smaller among
East Germans. More equal gender roles mean that women are to a higher degree involved
in making important family decisions and providing financial resources to the family.
These responsibilities are the preserve of men in the traditional breadwinner model. They
require a higher willingness to take some risk in order to increase the resources available
to the family.

We use data of the SOEP to examine our hypothesis that East and West Germans
differ in the gender gaps in risk tolerance. The SOEP is unique in that it is a large
representative survey of the general population containing an experimentally validated
measure of general risk tolerance. The empirical analysis confirms our hypothesis. The
gender gap in general risk tolerance is significantly smaller among East than among West

Germans.
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Additionally, we analyze context-specific measures of risk tolerance. This analysis
shows that the gender gap in risk tolerance among East Germans in particular applies to
the economic sphere. Specifically with respect to career and financial matters, the gender
gap in risk tolerance is smaller among East than among West Germans. This fits previous
studies showing a much higher labor force attachment of East German women and more
positive attitudes among East Germans toward women'’s labor force participation.

Our study provides no evidence that the East German gender gap in risk attitudes
has converged to the higher West German level after reunification. By contrast, our
estimates provide some cautious evidence that the West German gender gap has shrunken
over time. This may indicate that the recent policy of more gender equality in unified
Germany has changed gender roles specifically in the Western part of the country.

Altogether, our study supports the notion that society has an influence on the gender
gap in risk attitudes. Of course, this does not imply that biological factors do not play a
role in the gap. Nonetheless the basic point remains that the gender gap at least partially
reflects socially constructed norms that can be shaped by policy. Our results support the
view that a policy promoting more equal gender roles can reduce the gender gap in risk
attitudes. This is important as risk attitudes play a role in almost every important economic

decision and women appear to be economically disadvantaged all around the world.
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Table 1: Variable Definitions and Descriptive Statistics of the Dependent Variables

Variable Description Mean ([N
General risk tolerance Score of general risk tolerance on an eleven-point Likert |4.482 |175,935
scale. The scale ranges from 0 “not at all willing to take
risks” to 10 “very willing to take risks”.
Risk tolerance in financial | Score of risk tolerance in financial matters on an eleven- |2.231 |52,690
matters point Likert scale. The scale ranges from 0 “not at all
willing to take risks” to 10 “very willing to take risks”.
Risk tolerance in career Score of risk tolerance in career matters on an eleven- 3493 |46,244
matters point Likert scale. The scale ranges from 0 “not at all
willing to take risks” to 10 “very willing to take risks”.
Risk tolerance in sports Score of risk tolerance in sports and leisure on an eleven- |3.430 |52,313
and leisure point Likert scale. The scale ranges from 0 “not at all
willing to take risks” to 10 “very willing to take risks”.
Risk tolerance in driving | Score of risk tolerance in driving on an eleven-point 3.099 50,043
Likert scale. The scale ranges from 0 “not at all willing to
take risks” to 10 “very willing to take risks”.
Risk tolerance in health Score of risk tolerance in health matters on an eleven- 2.903 (53,200
matters point Likert scale. The scale ranges from 0 “not at all
willing to take risks” to 10 “very willing to take risks”.
Risk tolerance in trusting | Score of risk tolerance in trusting others on an eleven- 3.367 |53,259

others

point Likert scale. The scale ranges from 0 “not at all
willing to take risks” to 10 “very willing to take risks”.
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Table 2: Variable Definitions and Descriptive Statistics of the Explanatory Variables

Basic Explanatory Variables (N = 175,935)

Variable Description Mean
East Germany Dummy equals 1 if the person was born in East Germany before the fall | 0.258
of the Berlin Wall. The dummy equals 0 if the individual was born in
West Germany before the fall of the Berlin Wall.
Woman Dummy equals 1 if the person is a woman. 0.527
East German woman Dummy equals 1 if the person is a woman born in East Germany before | 0.139
the fall of the Berlin Wall.
West German woman | Dummy equals 1 if the person is a woman born in West Germany before | 0.388
the fall of the Berlin Wall.
East German man Dummy equals 1 if the person is a man born in East Germany before | 0.120
the fall of the Berlin Wall.
Age The individual’s age in years. 51.20
Height The individual’s height in centimeter. 171.40
Abitur father Dummy equals 1 if the person’s father holds a university-entrance | 0.126
diploma (Abitur in German).
Abitur mother Dummy equals 1 if the person’s mother holds a university-entrance | 0.071
diploma (Abitur in German).
Year dummies Nine year dummies are included in the regressions with the variable for | ---
general risk attitude. Two year dummies are included in the regressions
with the context-specific measures of risk attitude.
Additional Explanatory Variables (N = 146,357)
Variable Description Mean
Years of education The person’s years of schooling. 12.41
Migration background | Dummy equals 1 if the person is a first-generation or second-generation | 0.146
immigrant.
Married Dummy equals 1 if the individual is married. 0.618
Number of children Number of children under age 16 in the household. 0.407
Health Score of general health status on a five-point Likert scale. The scale | 3.31
ranges from 1 “very bad” to 5 “very good”.
Fulltime Dummy equals 1 if the person works fulltime. 0.380
Unemployed Dummy equals 1 if the person is unemployed. 0.048
Out of labor force Dummy equals 1 if the person is out of labor force. 0.386
Ln(household income) | Log of household income in Euro. 7.81
Work experience The person’s work experience in years. 22.82
Childhood spent in Dummy equals 1 if the person spent most of his or her childhood in a | 0.176

medium-sized city

medium-sized city.
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Childhood spent in Dummy equals 1 if the person spent most of his or her childhood in a|0.223
small city small city.

Childhood spent in rural | Dummy equals 1 if the person spent most of his or her childhood in a|0.374
area rural area.

Moved back to Dummy equals 1 if the person moved back to his or her childhood | 0.034
childhood hometown hometown.

Does not live in Dummy equals 1 if the person does not live in his or her childhood | 0.434
childhood hometown hometown anymore.

The reference group of the combined dummies for gender and region (dummies for labor force status, dummies
for the size of childhood hometown, dummies for the current residence in childhood hometown) consists of men
born in West Germany before the fall of the Berlin Wall (individuals who work parttime, individuals who spent
their childhood in a big city, individuals who never left their childhood hometown).
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Table 3: Determinants of General Risk Tolerance

@) 2 “
East Germany 0.166 - ---
(0.022)***
Woman -0.676 --- -
(0.026)***
East German woman - -0.469 -0.482
(0.035)%** (0.038)***
West German woman -—- -0.720 -0.658
(0.028)*** (0.032)***
East German man - 0.071 0.080
(0.032)** (0.034)**
Age -0.028 -0.028 -0.026
(0.001)*** (0.001)*** (0.001)***
Height 0.015 0.015 0.010
(0.001)*** (0.001)*** (0.001)***
Abitur father 0.181 0.182 0.028
(0.033)*** (0.033)*** (0.037)
Abitur mother -0.013 -0.011 -0.085
(0.042) (0.042) (0.046)*
Years of education --- --- 0.274
(0.037)***
Years of education squared - - -0.009
(0.001)***
Migration background - - -0.004
(0.031)
Married - - -0.134
(0.020)***
Number of children - - -0.038
(0.011)***
Health --- --- 0.146
(0.007)***
Fulltime - - 0.007
(0.020)
Unemployed --- --- 0.017
(0.032)
Out of labor force - - -0.076
(0.021)***
Ln(household income) --- --- 0.117
(0.016)***
Work experience - - -0.004
(0.003)
Work experience squared - - 0.0003
(0.0001 )***
Childhood spent in medium-sized city - - -0.087
(0.033)**
Childhood spent in small city - - -0.179
(0.031)***
Childhood spent in rural area - - -0.203
(0.028)***
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West German woman

Moved back to childhood hometown - - 0.185
(0.061)***
Does not live in childhood hometown - - 0.130
(0.022)***
Constant 3.548 3.575 1.102
(0.255)*** (0.255)*** (0.375)***
Year dummies Included Included Included
R2 0.093 0.094 0.106
Number of observations 175,935 175,935 146,357
Number of persons 33,716 33,716 29,026
East German woman - East German man _— -0.540 -0.562
Hy: East German woman - East German man =| --- 17.03%%** 4.39%*

Method: Random Effects GLS. The table shows the estimated coefficients. Standard errors in parentheses are
clustered at the person level. The next-to-last row provides the differences between the coefficients on the
variables for an East German woman and an East German man. The last row shows the result of the y? test for
the null hypothesis that this difference equals the coefficient on the variable for a West German woman. ***

Statistically significant at the 1% level; ** at the 5% level; * at the 10% level.
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Table 4: Determinants of Context-Specific Risk Tolerance; Basic Specification

() (2) (3) (4) (5) (6)
Financial Career Sports and Driving Health Trusting
matters matters leisure matters others
East German woman -0.708 -0.099 -0.491 -0.747 -0.375 -0.348
(0.040)*** | (0.050)** (0.045)*** | (0.049)*** | (0.045)*** | (0.044)***
West German woman -0.716 -0.500 -0.598 -0.755 -0.572 -0.144
(0.033)*** | (0.041)*** | (0.037)*** | (0.039)*** | (0.036)*** | (0.036)***
East German man -0.237 0.131 -0.007 0.126 0.112 -0.256
(0.039)*** | (0.045)*** | (0.042) (0.044)*** | (0.040)*** | (0.039)***
Age -0.017 -0.048 -0.054 -0.039 -0.029 -0.013
(0.001)*** | (0.001)*** | (0.001)*** | (0.001)*** | (0.001)*** | (0.001)***
Height 0.015 0.026 0.022 0.024 0.010 0.011
(0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)***
Abitur father 0.280 0.305 0.407 0.069 0.161 0.620
(0.038)*** | (0.046)*** | (0.042)*** | (0.044) (0.041)*** | (0.043)***
Abitur mother 0.029 0.097 0.119 -0.110 0.026 0.284
(0.051) (0.059) (0.055)** (0.058)* (0.054) (0.056)***
Constant 1.090 1.491 2.424 1.061 2.850 2.125
(0.309)** (0.371)*** | (0.336)*** | (0.363)*** | (0.327)*** | (0.330)***
Year dummies Included Included Included Included Included Included
R? 0.075 0.139 0.182 0.130 0.072 0.035
Number of observations 52,690 46,244 52,313 50,043 53,200 53,259
Number of persons 28,806 26,622 28,800 27,729 29,076 29,099
East German woman - -0.471 -0.230 -0.484 -0.873 -0.487 -0.092
East German man
H,: East German woman - | 24.23%%* 19.71%** 4.16%* 3.89** 2.44 0.93
East German man = West
German woman

Method: Random Effects GLS. The table shows the estimated coefficients. Standard errors in parentheses are clustered
at the person level. The next-to-last row provides the differences between the coefficients on the variables for an East
German woman and an East German man. The last row shows the result of the y? test of the null hypothesis that this
difference equals the coefficient on the variable for a West German woman. *** Statistically significant at the 1% level;
** at the 5% level; * at the 10% level.
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Table 5: Determinants of Context-Specific Risk Tolerance; Expanded Specification

6] 2 3) “ (6)) (6)
Financial Career Sports and Driving Health Trusting
matters matters leisure matters others
East German woman -0.747 -0.273 -0.643 -0.773 -0.473 -0.449
(0.044)*** | (0.055)*** | (0.050)*** | (0.054)*** | (0.050)*** | (0.049)***
West German woman -0.755 -0.513 -0.645 -0.695 -0.619 -0.187
(0.038)*** | (0.047)*** | (0.042)*** | (0.044)*** | (0.042)*** | (0.042)***
East German man -0.194 0.096 -0.057 0.152 0.080 -0.220
(0.041)*** | (0.048)** | (0.044) (0.047)*** | (0.044)* (0.042)***
Age -0.014 -0.044 -0.051 -0.042 -0.029 -0.009
(0.001)*** | (0.002)*** | (0.001)*** | (0.001)*** | (0.001)*** | (0.001)***
Height 0.004 0.011 0.011 0.013 0.002 0.002
(0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)***
Abitur father 0.069 0.042 0.114 -0.065 0.061 0.232
(0.042) (0.051) (0.047)** ] (0.049) (0.046) (0.047)***
Abitur mother -0.021 0.101 0.049 -0.052 0.016 0.162
(0.055) (0.063) (0.059) (0.062) (0.058) (0.060)***
Years of education 0.315 0.663 0.564 0.465 0.227 0.230
(0.044)*** | (0.054)*** | (0.048)*** | (0.052)*** | (0.048)*** | (0.047)***
Years of education -0.009 -0.021 -0.018 -0.016 -0.007 -0.004
squared (0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)*** | (0.002)***
Migration background -0.002 -0.043 -0.176 -0.166 -0.104 -0.010
(0.036) (0.044) (0.040)*** | (0.043)*** | (0.039)*** |(0.039)
Married -0.071 -0.246 -0.230 -0.167 -0.158 -0.228
(0.026)*** | (0.033)*** | (0.029)*** | (0.031)*** | (0.029)*** | (0.029)***
Number of children -0.048 -0.022 -0.098 -0.013 -0.031 -0.030
(0.015)*** | (0.017) (0.016)*** |(0.016) (0.016)* (0.016)*
Health 0.058 0.076 0.202 0.042 0.002 0.132
(0.012)*** | (0.016)*** | (0.013)*** | (0.014)*** | (0.014) (0.013)***
Fulltime 0.089 0.186 -0.044 0.148 0.050 -0.118
(0.031)*** | (0.038)*** | (0.035) (0.037)*** | (0.035) (0.035)***
Unemployed -0.142 0.154 -0.131 -0.121 -0.105 -0.240
(0.050)*** | (0.067)** | (0.058)** | (0.062)** | (0.060)* (0.056)***
Out of labor force -0.036 -0.367 -0.041 -0.189 -0.135 -0.133
(0.033) (0.044)*** ] (0.038) (0.039)*** | (0.038)*** | (0.037)***
Ln(household income) 0.319 0.191 0.200 0.331 0.097 0.185
(0.023)*** | (0.028)*** | (0.026)*** | (0.027)*** | (0.025)*** | (0.025)***
Work experience 0.011 0.019 0.002 0.015 0.012 -0.003
(0.003)*** | (0.004)*** | (0.004) (0.004)*** | (0.004)*** | (0.004)
Work experience squared | -0.0002 -0.0003 0.0001 -0.0001 -0.0001 0.0001
(0.0001)*** | (0.0001)*** | (0.0001) (0.0001) (0.0001)** | (0.0001)*
Childhood spent in -0.021 -0.074 -0.073 0.001 -0.081 -0.120
medium-sized city (0.038) (0.047) (0.042)* (0.045) (0.042)* (0.041)***
Childhood spent in small | -0.007 -0.098 -0.086 -0.031 -0.102 -0.116
city (0.035) (0.044)** | (0.040)** | (0.042) (0.039)*** | (0.039)***
Childhood spent in rural | 0.030 -0.076 -0.086 0.067 -0.050 -0.128
area (0.032) (0.040)* (0.036)** | (0.038)* (0.035) (0.035)***
Moved back to childhood | 0.069 0.223 0.076 0.074 0.127 0.122
hometown (0.070) (0.084)*** 1 (0.075) (0.079) (0.076)* (0.076)
Does not live in -0.003 0.092 -0.058 0.034 0.032 0.117
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childhood hometown (0.025) (0.031)*** | (0.028)*** | (0.030) (0.028) (0.028)***
Constant -2.443 -2.557 -1.630 -3.002 1.924 -0.200
(0.456)*** | (0.560)*** | (0.507)*** | (0.543)*** | (0.499)*** | (0.499)
Year dummies Included Included Included Included Included Included
R2 0.106 0.175 0.199 0.313 0.081 0.070
Number of observations 43,679 38,094 43,322 41,500 44,035 44,074
Number of persons 24,375 22,404 24,338 23,467 24,576 24,595
East German woman - -0.553 -0.369 -0.586 -0.925 -0.553 -0.229
East German man
H,: East German woman - | 14.87*%* 5.05%* 1.02 13.59%*x* 1.31 0.53
East German man = West
German woman

Method: Random Effects GLS. The table shows the estimated coefficients. Standard errors in parentheses are clustered
at the person level. The next-to-last row provides the differences between the coefficients on the variables for an East
German woman and an East German man. The last row shows the result of the y? test of the null hypothesis that this
difference equals the coefficient on the variable for a West German woman. *** Statistically significant at the 1% level;
** at the 5% level; * at the 10% level.
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Table 6: Determinants of General Risk Tolerance; Separate Estimations for East and West Germany

East Germany West Germany
1) (2) 3) “) (5) (6)
Woman -0.600 -0.617 -0.595 -0.698 -0.753 -0.718
(0.048)*** | (0.064)*** | (0.068)*** (0.031)*** | (0.041)*** | (0.047)***
Woman x 2006 - 0.179 0.158 - 0.092 0.092
(0.063)*** | (0.067)** (0.039)** (0.044)**
Woman x 2008 - 0.046 0.055 - 0.067 0.080
(0.068) (0.072) (0.043) (0.048)*
Woman x 2009 0.089 0.090 0.152 0.164
(0.069) (0.073) (0.043)%*% | (0.048)***
Woman x 2010 - -0.006 0.017 - -0.019 -0.032
(0.071) (0.075) (0.043) (0.049)
Woman x 2011 - -0.038 -0.013 - 0.073 0.096
(0.070) (0.074) (0.043)* (0.048)**
Woman x 2012 0.005 0.047 0.095 0.099
(0.068) (0.071) (0.043)%* | (0.047)**
Woman x 2013 -0.124 -0.129 -0.004 0.015
(0.074)* (0.077)* (0.046) (0.051)
Woman x 2014 - -0.036 -0.037 - 0.069 0.091
(0.073) (0.077) (0.046) (0.050)
Woman x 2015 -0.053 -0.043 0.073 0.079
(0.076) (0.080) (0.047) (0.052)
Age -0.023 -0.023 -0.021 -0.029 -0.029 -0.028
(0.001)*** | (0.001)*** | (0.003)*** (0.001)*** | (0.001)*** | (0.001)***
Height 0.010 0.010 0.009 0.016 0.016 0.011
(0.003)*** | (0.003)*** | (0.003)*** (0.002)*** | (0.002)*** | (0.002)***
Abitur father 0.073 0.074 -0.011 0.211 0.211 0.041
(0.065) (0.065) (0.065) (0.039)*** | (0.039)*** | (0.039)
Abitur mother -0.027 -0.030 -0.109 -0.003 -0.003 -0.072
(0.079) (0.079) (0.083) (0.050) (0.050) (0.055)
Years of education -—- -—- 0.284 -—- -—- 0.265
(0.078)*** (0.042)***
Years of education squared | --- --- -0.009 --- --- -0.009
(0.003 ) (0.002)**
Migration background - --- 0.043 --- --- -0.024
(0.079) (0.034)
Married -0.052 -0.163
(0.037) (0.024)***
Number of children -—- -—- -0.023 -—- -—- -0.042
(0.023) (0.013)***
Health 0.173 0.138
(0.014)%x (0.009)*
Fulltime 0.024 0.008
(0.037) (0.023)
Unemployed - --- 0.086 --- --- -0.039
(0.049)* (0.043)
Out of labor force -—- -—- -0.071 -—- -—- -0.081
(0.042) (0.024)%
Ln(household income) - --- 0.014 --- --- 0.149
(0.032) (0.018)**
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Work experience --- --- -0.018 --- --- -0.001
(0.006)*** (0.003)
Work experience squared --- --- 0.001 --- --- 0.0002
(0.0001)*** (0.0001)***
Childhood spent in medium- | --- --- 0.007 --- --- -0.123
sized city (0.063) (0.039)***
Childhood spent in small --- --- -0.117 --- --- -0.207
city (0.058)** (0.037)***
Childhood spent in rural - --- -0.200 --- --- -0.210
area (0.054)*** (0.033)***
Moved back to childhood --- --- 0.175 --- --- 0.195
hometown (0.122) (0.070)***
Does not live in childhood | --- --- 0.056 --- --- 0.163
hometown (0.041) (0.027)***
Constant 4.356 4.386 1.922 3.285 3.312 0.911
(0.464)%** | (0.465)*** | (0.753)*** | (0.302)*** |(0.303)*** | (0.438)%***
Year dummies Included Included Included Included Included Included
R? 0.071 0.072 0.087 0.101 0.101 0.114
Number of observations 45,419 45419 40,690 130,516 130,516 105,667
Number of persons 8,065 8,065 7,452 25,561 25,651 21,574

Method: Random Effects GLS. The table shows the estimated coefficients. Standard errors in parentheses are clustered at the person

level. *** Statistically significant at the 1% level; ** at the 5% level; * at the 10% level.
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Appendix

Table A.1: Determinants of General Risk Tolerance; Alternative Estimation Method

€Y (2)
East Germany 0.104 -
(0.014)***
Woman -0.435 --
(0.017)***
East German Woman - -0.303
(0.023)***
West German Woman - -0.465
(0.019)***
East German Man - 0.041
(0.021)**
Age -0.018 -0.018
(0.001)*** (0.001)***
Height 0.010 0.010
(0.001)*** (0.001)***
Abitur father 0.115 0.116
(0.022)*** (0.022)***
Abitur mother -0.008 -0.008
(0.027) (0.027)
Constant 3.548 3.575
(0.255)*** (0.255)***
Year dummies Included Included
Log Likelihood -348167.24 -348158.67
Number of observations 175,935 175,935
Number of persons 33,716 33,716
East German woman - East German man - -0.344
H,: East German woman - East German = -—- 18.47%**
West German woman

Method: Random Effects Ordered Probit. The table shows the estimated coefficients. Standard
errors in parentheses are clustered at the person level. The next-to-last row provides the differences
between the coefficients on the variables for an East German woman and an East German man.
The last row shows the result of the y? test of the null hypothesis that this difference equals the
coefficient on the variable for a West German woman. *** Statistically significant at the 1% level;

** at the 5% level; * at the 10% level.
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Endnotes

' For example, individuals with low willingness to take risk are more likely to work in occupations
with low earnings risk (Bonin et al. 2007) and are less likely to sort into jobs with performance pay
(Heywood et al. 2017). They also have a lower propensity for migration (Jaeger et al. 2010) and
are less likely to be self-employed and to invest in stocks (Dohmen et al. 2011). Moreover, women
with low willingness to take risk have a lower probability of an out-of-partnership birth (Jirjahn
and Struewing 2016).

% The role of gender in negotiations is also discussed by Babcock and Laschever (2003) and
Stuhlmacher and Walters (1999).

3 While the concept of gender norms traditionally plays a key role in sociology, economists
increasingly recognize that gender roles are crucial for understanding economic outcomes (e.g.,
Albanesi and Olivetti 2016, Alesina et al. 2013, Bertrand et al. 2015).

4 Akerlof and Kranton assume that the two social categories ‘man’ and ‘woman’ are associated
with specific behavioral prescriptions defining the identity of an individual. One’s identity directly
enters the utility function of a person. Deviating from the behavior that is expected for one’s social
category is assumed to decrease utility.

5 A further reason for building up the comprehensive child care system was that the communist
regime tried to control the socialization and education of its citizens from the very start of their
lives.

6 East Germans have also a higher likelihood of unplanned out-of-partnership birth. However, in
contrast to planned out-of-partnership birth, the higher likelihood of unplanned out-of-partnership
birth appears to reflect historical factors predating the 1945 separation of Germany (Jirjahn and
Struewing 2018Db).

7 An intergenerational transmission of gender role models should involve also an intergenerational
correlation of risk preferences. Dohmen et al. (2012) provide evidence from Germany that there is

indeed such an intergenerational correlation of risk preferences.
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8 As shown in Appendix Table A.1, our results are also confirmed when using a random effects

ordered probit model.
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