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Abstract

Economic theory assigns a central role to risk preferences. This article develops a

measure of relative risk tolerance using responses to hypothetical income gambles in

the Health and Retirement Study. In contrast to most survey measures that produce an

ordinal metric, this article shows how to construct a cardinal proxy for the risk tolerance

of each survey respondent. The article also shows how to account for measurement

error in estimating this proxy and how to obtain consistent regression estimates despite

the measurement error. The risk tolerance proxy is shown to explain differences in

asset allocation across households.

KEY WORDS :

Interval regression Measurement error Ordered probit with known bounds Proxy variable

Response error Risk aversion Risk tolerance Surveys



 

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/subjects/mathematics-and-statistics
https://www.tandfonline.com/uasa20
https://www.tandfonline.com/loi/uasa20
https://www.tandfonline.com/toc/uasa20/103/483
https://www.tandfonline.com/toc/uasa20/103/483
https://www.tandfonline.com/journals/uasa20
https://www.tandfonline.com/author/Kimball%2C+Miles+S
https://www.tandfonline.com/author/Sahm%2C+Claudia+R
https://www.tandfonline.com/author/Shapiro%2C+Matthew+D
https://doi.org/10.1198/016214508000000139
https://www.tandfonline.com/action/clickThrough?id=5943&url=%2Fr%2Fsubjectsample-mathstats&loc=%2Fdoi%2Fabs%2F10.1198%2F016214508000000139&pubId=51235448&placeholderId=1074&productId=1843
https://www.tandfonline.com/doi/suppl/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/citedby/10.1198/016214508000000139?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/permissions/10.1198/016214508000000139?scroll=top
https://www.tandfonline.com/doi/abs/10.1198/016214508000000139
https://www.addtoany.com/share#url=https%3A%2F%2Fwww.tandfonline.com%2Fdoi%2Fabs%2F10.1198%2F016214508000000139&title=Imputing%20Risk%20Tolerance%20From%20Survey%20Responses%3A%20Journal%20of%20the%20American%20Statistical%20Association%3A%20Vol%20103%2C%20No%20483
https://www.tandfonline.com/keyword/Interval+regression
https://www.tandfonline.com/keyword/Measurement+error
https://www.tandfonline.com/keyword/Ordered+probit+with+known+bounds
https://www.tandfonline.com/keyword/Proxy+variable
https://www.tandfonline.com/keyword/Response+error
https://www.tandfonline.com/keyword/Risk+aversion
https://www.tandfonline.com/keyword/Risk+tolerance
https://www.tandfonline.com/keyword/Surveys
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1


Related Research Data

Status quo bias in decision making

Source: Journal of Risk and Uncertainty

LIFETIME PORTFOLIO SELECTION BY DYNAMIC STOCHASTIC PROGRAMMING

Source: Unknown Repository

MARKET FRICTIONS, SAVINGS BEHAVIOR, AND PORTFOLIO CHOICE

Source: Macroeconomic Dynamics

The Correlation of Wealth across Generations

Source: Journal of Political Economy

AN INTERTEMPORAL ASSET PRICING MODEL WITH STOCHASTIC CONSUMPTION AND

INVESTMENT OPPORTUNITIES

Source: Unknown Repository

Preference Parameters and Behavioral Heterogeneity: An Experimental Approach in

the Health and Retirement Study

Source: The Quarterly Journal of Economics

Social Interaction and Stock Market Participation

Source: SSRN Electronic Journal

Risk Aversion in the Small and in the Large

Source: Econometrica

Lifetime Portfolio Selection under Uncertainty: The Continuous-Time Case

Source: Review of Economics and Statistics

 

Linking provided by  

Related research 

Recommended articles Cited by 

191

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf00055564&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fb978-0-12-780850-5.50044-7&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fs1365100597002034&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F378526&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1142%252F9789812701022_0003&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1162%252F003355397555280&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.274077&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1913738&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F1926560&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

