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Drinking in New Zealand
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Motivation

• Alcohol consumption associated with high macro- and
microeconomics costs for societies and individual
• Explaining determinants of alcohol consumption important in

enabling policymakers to tackle the unwanted costs

• Moderate alcohol consumption still largely accepted behavior
(unlike other practices of unhealthy behavior)

⇒ Drinking is different!
• Uncertainty - Insufficent subjective link between current behavior

and future health consequences
• Potentially important role of perceptions and expectations
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This Paper in a Nutshell

Contribution
Detailed investigation of the relationship between personality trait
locus of control and alcohol consumption

• Approach: Empirical reduced-form analysis using German
survey data from the SOEP

• Results:
• Significant positive and robust relationship between an internal

LOC and probability of moderate and regular alcohol consumption
• Strong contradiction to existing theoretical and empirical evidence

on other health-related behavior (smoking, exercise, diet)

• Mechanisms:

1 Investments into social networks
2 Perception of risks associated to drinking
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Locus of Control

Definition - Rotter (1966)

”A generalized [...] belief [...] regarding the nature of the causal
relationship between one’s own behavior and its consequences.”
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Locus of Control and Behavioral Outcomes

• Economic Relevance - High explanatory power for economic
behavior and decision making

• e.g. labor force participation, regional mobility, human capital investments,

occupational attainment, job search, investment decisions

• Cobb-Clark et al. 2014 - Healthy habits: The connection between
diet, exercise, and locus of control, JEBO.

• Data from the Australian Household Panel Study (HILDA)
• Positive effect of an internal LOC on healthy habits such as regular

exercise, healthy diet and non-smoking
• Differences in subjective returns to investments into health as main channel
• BUT! - Significant positive effect of an internal LOC on binge drinking
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Data

• Survey data - German Socio-Economic Panel

• Sample: All individuals between 20 and 70 years in the three
waves (2006,2008 and 2010) Descriptives
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Data - Alcohol Consumption
• Alcohol Consumption - Ordinal measure based on self-assessed

levels of consumption of beer, wine, spirits and mixed drinks
• Abstainers - No consumption of all four types
• Rare Drinkers - Seldom drinking for at least one type but no occasional

consumption
• Moderate Drinkers - Occasional drinking for at least one type but no regular

consumption
• Regular Drinkers - Regular drinking for at least one type
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Data - Locus of Control (Measurement)

• List of 10 items rate on a 7-point Likert-scale
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Data - Locus of Control (Construction)

• Construction of a unidimensional factor LOCit Factor Analysis
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Identification
• Panel data treated as pooled cross-sections (with clustered SE)

• Identification via within and between variation
• Assumption - No (or very low) within variation due to stability of

LOC Robustness Checks

• LOC imputed forward from 2005 to 2006 and 2008

2005 2010 2015

LOC LOC LOC

20162006 2008

Drinking Drinking Drinking Drinking
(new)

Imputation
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Estimation Approach I

• Ordinal choice model - Ordered logit estimation

⇒ Brant test for parallel regressions - strong violation of the
proportional odds assumption

• Splitting the ordinal variable into three binary indicators
• Investigation of the non-parallel effects (at the extensive and

intensive margin)
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Estimation Approach II
• Binary choice model - Logit estimation

P(Dit = 1) = P(β1 +β2locit +β3Cit +β3Pi +β4Hit +β5T + εit > 0),
• Socio-economic control variables (Cit )

• Demographic/ social background (gender, age, nationality, region, # of
children in the HH, family status, net HH income),

• Educational controls (school, vocational and university degree),
• Labor market controls (gross labor income, labor force status and

occupational autonomy)
• Personality and preferences (Pi )

• Big Five,
• General and health-related risk aversion, time preferences (patience

and impulsiveness)
• Health (Hit )

• Health condition (disability-status, subjective health and BMI)
• Health-related behavior (smoking, healthy diet and exercise)

• Period-fixed effects (T )
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Results - Binary Choice (Logit, Marginal Effects)

Ordinal - Stepwise Intensive Margin Personality and Preferences
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Results - Binary Choice (Logit, Marginal Effects)

Ordinal - Stepwise Intensive Margin Personality and Preferences
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Robustness Checks

• Subjective reporting vs. objective measure of consumption
• Data: Self-reported consumption amounts and frequencies

measured in drinking episodes per week and drinks per episode
available in SOEP wave 2016

• Results:
• Robust significant positive effect on moderate and high drinking

frequencies (2+ drinking episodes per week)
• Positive effect on high drinking amounts (5+ drinks per episode) for a

very high LOC and for men only

• Attenuation bias and reverse causality - Alternative construction
and imputation of LOC variable
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Discussion - Social Investment Theory

• Drinking strongly connected to social interactions / social events
• Peer effects of alcohol use in adolescence (Argys and Rees, 2008)

• Negative penalties to abstinence with respect to social integration
(Leifman et al., 1995)

⇒ Moderate drinking produces social capital

• Positive effect of an internal LOC on investment into future
outcomes (Caliendo et al., 2015; Coleman and DeLeire, 2003; Cobb-Clark et al., 2014)

⇒ Internals are expected to invest more into social networks

⇒ Hypothesis: Internals drink more while attending social events.
• Consequences - Positive economic and medical outcomes of

moderate drinking

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 16 / 21



Motivation Data Empirical Approach Results Discussion Conclusion

Social Investment Theory - Empirical Evidence

• Significant drop in effect sizes when information on social leisure
activities is included as controls
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Theoretical Considerations - Risk Perception

• Uncertainty about link between drinking and health outcomes
• Positive effects of light and moderate alcohol consumption on

physical and mental health (Grønbæk 2009)
• Individuals do not view alcohol as affecting health (Bennett et al. 1998)

• Important effect of LOC on perceptions about personal risk
• Internals are more likely to report a lower personal risk of having

drinking problems (Hoorens and Buunk 1993)
• Strong link between internal LOC and risky as well as inconsistent

investment decisions (Salamanca et al. 2016; Pinger et al. 2018)

⇒ Hypothesis: Internal LOC linked to higher belief about the ability
to cope with and prevent the consequences of drinking
• Negative consequences - negative economic and medical

outcomes of uncontrolled/heavy drinking
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Risk Perception - (Indirect) Empirical Evidence

• Indirect Identification: Interaction of risk aversion and LOC in
their effects on drinking
• Idea: If willingness to take risks is high, a change in the risk

perceptions (i.e. LOC) has a smaller effect on behavior.
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Conclusion

Locus of control matters!
Significant positive and robust relationship between an internal LOC
and moderate and regular alcohol consumption.

Drinking is different!

Alcohol consumption is a highly multifaceted investment decision
subject to a high amount of uncertainty, especially depending on the
consumption intensity and occasion.
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THANK YOU FOR YOUR ATTENTION!

Comments and Feedback are highly welcome.

e-mail: juliane.hennecke@aut.ac.nz
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Go back to Data

Figure: Factor Loadings of the LOC Variable

Source: SOEP, waves 2005 and 2010, version 33, own illustration.

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 1 / 13



Go back to Data

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 2 / 13



Go back to Data

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 3 / 13



Go back to Data

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 4 / 13



Go back to Data

J. Hennecke and M. Caliendo Drinking is Different! March 6, 2020 5 / 13



Go back to Results

Women
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