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A workhorse model in theoretical and empirical analyses of consump-
tion is the buffer stock savings model (Deaton, 1991; Besley, 1995; Car-
roll, 1997). One reason for buffer stock savings are liquidity con-
straints. However, the role played by liquidity constraints in buffer
stock savings behavior is difficult to evaluate in the field. Thus, in this
project, we present an experimental test of a three-period saving/con-
sumption model where the liquidity in the second period is con-
strained. We contrast this model with the unconstrained version of the
model while we also control the variance of the income stream in a
high and a low variance treatment. We present the theory underlying
our experiments, derive hypotheses, show our experimental design
and present preliminary results.
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