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The Impact of Job Loss on Risk-taking

ABSTRACT:

Using German panel data and plant closure as an involuntary
unemployment shock, we show that job loss affects the willingness to
take risk in heterogeneous ways: Those who have good employment
prospects in general (e.g. high education, high occupational position)
report a significant reduction in the willingness to take risk in response to
job loss. People with less promising prospects show smaller and
insignificant effects. In addition, we observe strong anticipation of the
risk-taking effects of job loss as well as reversion of the effects over
time. We argue that the probability of future unemployment affects risk
attitudes in line with expected utility theory, which suggests that stated
general risk attitudes do not necessarily measure a stable trait.
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