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Research Question 
Individual preferences: 

• Economic preference parameters (e.g., risk aversion, time discounting) 

• Personality traits (e.g., Big Five, locus of control) 

How can we test if individual preferences are stable over time? 
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Conclusion 

• Develop a general and simple-to-estimate model to test the stability of individual preferences (𝛼) and the heterogeneity in preference stability (𝜎ఎ), while 
accounting for the variation predicted by other factors (𝑔(𝑋)) and for measurement error (𝜀). 

• I test the model using Dutch panel data on risk aversion, patience and Big Five Conscientiousness and find that: 

• All preferences seem quite stable, but risk aversion does change slowly over time! 

• Stability in patience is substantially more heterogeneous across the sample 

• All preferences, especially risk aversion, are measured with substantial noise 

 

Why is this Important? 
• Confirm or reject assumptions underlying most economic models 

(theoretical and empirical) 

• Explore regularities in stability across subgroups 

• Aid interpretation of previous empirical findings 

• Choose between competing preference measures 

  

 

Model 
 

  

 

Two-Step Estimation 

 

GMM: 
 

 

 

 

NLS: 
  

 

Empirical Results 
•  Dutch panel data on risk aversion, patience and Conscientiousness 

• Multi-item measures; transformed into continuous indices 

 

Simulation:  “Staleness  bias” 

• Simulation:  “Staleness  bias” 

 

 

 

 

 

 

 

 

 

 

Extensions and Additions 

• Heterogeneity between groups (Married vs Single; Kids vs No kids) 

• Non-linear effects of X 

• Additional test based on second moments of differences 

• Additional IV options and robustness 


