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Abstract

The main goal of this article is an applied investigation of one of the
types of biases caused by overconfidence, under the heading of bias
in expected relative wage (or individual overplacement) and its
relationship with time preferences (in the form of a proxy of people's
patience) based on the Friehe & Pannenberg (2020) method. The data
gathering tool of this investigation has been a two-stage questionnaire,
204 staff and faculty members of llam university completed the
questions related to the questionnaire in two stages. Based on the
ordinary least squares and semi-parametric model, the relationship
between bias in wage and time preferences was examined in four
stages. The results of research models in four stages showed that there
IS a negative and significant correlation between bias in expected
relative wage (or bias in the distribution of the relative wage of people
of the same age-peers) and time preferences. This means that people
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who are more patient, will have less bias (overplacement) on average.
Examining the impact of current relative wage on bias showed that
there is a positive and significant correlation between bias and current
relative wage; This means that the current relative wage of individuals
IS not effective in reducing bias, and the higher the individual's current
relative wage, the individual's bias will be greater. Also, the results
showed that there is a positive and significant correlation between bias
and extraversion, a negative and significant correlation between bias
and neuroticism and a negative and significant correlation between
bias and agreeableness.

1. Introduction

In economics, the term belief refers to the perceived probability of a
certain event occurring (Franca, 2018). In psychology, beliefs serve
important psychological and functional needs of an individual
(Bénabou & Tirole, 2016). Biased beliefs, influenced by historical,
cultural, and social practices, can lead individuals to favor traditional
ways of doing things and resist new information (Wilson, 2020). One
type of motivated beliefs (Mele, 1998) is overconfidence, which often
manifests as overplacement, as found by Moore and Haley (2008).
Relying on the method proposed by Friehe and Pannenberg (2020),
the present study aimed to investigate overplacement by focusing on
expectations about monthly wage growth termed as bias in expected
relative wage. In line with the recent literature, the study intended to
examine the relationship between bias in expected relative wage and
time preferences.

2. Materials and Methods

The study employed convenience sampling, a commonly used method
in individual and behavioral studies, to select participants. Data was
collected through a longitudinal questionnaire administered in two
stages: the first in March 2021 and the second in September 2021. The
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statistical population consisted of 204 individuals comprising staff
and faculty members of Ilam University who attended the university
in March 2021. To establish a reference group, the study used a
questionnaire with five main questions, which was administered to
178 individuals from salaried job groups in September 2021.
Ordinary least squares and semi-parametric models were used to
estimate the model in four stages. The first stage considered the main
dependent variable of the research (i.e., bias in expected relative wage
of 2021) and the main independent variable of time preferences
measured on a Likert scale. The second stage involved the use of a
dummy variable of patience, replacing the Likert scale used in the
main independent variable. The third stage involved changes in the
reference group, with two dependent variables considered for
overplacement bias among same-aged, same-gender, and same-
education peers, while time preferences were still measured on a
Likert scale. The fourth and final stage involved changes in
experienced wage, which was added as another independent variable.
Throughout all four stages, control variables with significant effects
were retained in the model.

3. Results and Discussion

The results from the first stage, based on ordinary least squares and
semi-parametric models, confirm the primary hypothesis of the
research. Specifically, there was a significant negative relationship
between bias in expected relative wage and time preferences
(patience) for September 2021. This suggests that individuals who
display more patience exhibit less bias on average. In other words,
patient individuals report a lower expected relative placement in their
wage growth, indicating reduced overplacement in predicting their
own wage growth. Furthermore, the results of personality traits
revealed a positive and significant relationship between bias and
extroversion, while a significantly negative relationship was observed
between bias and neuroticism.
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In the second stage, the results demonstrated a negative relationship
between bias and time preferences, which confirms the robustness of
the initial model’s findings. The results of the third stage indicated a
significantly negative relationship between bias in wage and time
preferences for same education and same gender categories, further
supporting the primary hypothesis of the research and the reliability
of the results of the initial stage. Specifically, individuals who display
more patience exhibit less expected relative placement in the wage
distribution of people of the same age on average. In the fourth stage,
the results revealed a significantly positive relationship between bias
and experienced wage, suggesting that individuals with higher wage
changes also demonstrate more bias.

4. Conclusion

The current study used the method proposed by Friehe and Pannenberg
(2020) to investigate the relationship between overconfidence bias and
time preferences using longitudinal questionnaire data collected from
the staff and faculty members of Ilam University in March and
September 2021. The main hypothesis, which proposed a negative and
significant relationship between bias in expected relative wage and time
preferences, as well as other sub-hypotheses, was tested in four stages
through ordinary least squares and semi-parametric models. The results
from the initial stage, as well as the robustness of the findings
throughout the three subsequent stages, confirmed the primary
hypothesis. Specifically, the results indicated a significant negative
relationship between bias in expected relative wage (or bias in the
relative wage distribution of same-aged peers) and time preferences.

Keywords: Bias in Wages, Time Preferences, Ordinary Least
Squares, Semi-parametric, Behavioral Economics.
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