Appendix A: Risk Preference Elicitation Method
The first method for eliciting risk aversion is based on the method developed by Eeckhoudt and Schlesinger (ES, henceforth) (2006), which characterizes risk attitudes based on choices over binary lottery pairs. This method was used to keep a consistent framework with the prudence elicitation method, which is described below. The general idea of this instrument is as follows: An individual is assumed to have a wealth level W, and there are two possible losses of magnitude,  that the individual faces; ES (2006) refers to these losses more generally as “harms”. The individual faces two 50/50 lotteries of the following form in Figure 3:
Figure 3: ES (2006) Binary Choice Risk Lottery Pair
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An individual’s choice exhibits risk aversion if he/she prefers Option A to Option B. That is, in the terminology used by ES (2006), the individual has a preference for disaggregating the harms, which is equivalent to a dislike for mean preserving spreads and a concave utility function (. We consider 10 lottery pairs that take this general form. A full description of these 10 lottery pairs, with their corresponding values of W, , is provided in Table 8 below. In terms of the ES-measure of risk, we use the total number of times that the individual selected Option A in these 10 lotteries. For robustness, the second instrument we use for eliciting risk aversion is the well-known Holt and Laury (2002) (HL, henceforth) method. This instrument consists of the following 10 pairs of gambles depicted in Table 9 below. 
For each pair, the participant has to select whether he/she prefers Option A or Option B. The possible payoffs in both Option A and Option B remain constant, while the probabilities change. The 10 gambles are ordered such that the gamble where individuals switch from preferring Option A to Option B can be used as a measure of risk aversion. A risk-neutral individual would switch to Option B at gamble 5, and the later the switch point, the higher degree of risk aversion. The HL-risk measure is simply the lottery where the individual switched from Option A to Option B, assuming a unique switch point.
Table 8: ES Binary Choice Risk Lotteries
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Table 9: Holt Laury (HL) Risk Lotteries
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For elicitation of prudence, we use an instrument that is based on the ES (2006) method. The method functions as follows: The individual is, again, assumed to have a wealth level, W, there is a sure loss of magnitude , and there is a mean zero random variable . The individual then faces two 50/50 lotteries of the form in Figure 4:
Figure 4: ES (2006) Binary Choice Prudence Lottery Form
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[bookmark: _GoBack]An individual’s choice exhibits prudence if he/she prefers Option A to Option B. This choice of A over B is equivalent to a convex marginal utility  in an expected utility framework. The idea is that a prudent individual prefers to face the zero mean shock, , in the higher wealth state.[footnoteRef:1] We consider 10 lotteries that take this general form; a complete list of each of these lottery pairs, with its corresponding values of W, , and the distribution of  is included in Table 10 below. Subsequently, the ES-prudence measure is the number of times the individual selects Option A in these 10 lotteries pairs.      [1:  It follows that if  was a sure gain, instead of a loss, then a prudent individual would prefer the gamble that combines  and  (see Ebert & Wiesen, 2011); hence, the prudent individual would then prefer the lottery of the form in Option B. We note this because 2 of our 10 prudent lotteries involve a sure gain (Lotteries 3 and 4).    ] 

Table 10: ES Binary Choice Prudent Lotteries
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  Option A   Option B   

        

 Gamble   #  160 ECU  200 ECU     10 ECU  385 ECU   

        

 1  90%  10%   90%  10%   

 2  80%  20%   80%  20%   

 3  70%  30%   70%  30%   

 4  60%  40%   60%  40%   

 5  50%  50%   50%  50%   

 6  40%  60%   40%  60%   

 7  30%  70%   30%  70%   

 8  20%  80%   20%  80%   

 9  10%  90%   10%  90%   

 10  0%  100%   0%  100%   
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                     Option A                                             Option B                                          𝑊 − 𝑘 1          [50 %]               [50%]                                         𝑊 + 𝜀 ǁ                                          𝑊 − 𝑘 1 + 𝜀 ǁ          [50 %]               [50%]                                         𝑊  


