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Abstract 

The Behavioural Economics movement has done much to change economic models of decision 

making through incorporating cognitive psychology research into how people characteristically make 

judgements. This lead to the 2002 award of the Nobel Prize in Economics and the increasing 

adoption of behavioural economic interventions by national governments. However, economic 

models still focus on the low statistical prediction of how people typically respond to socio-economic 

events or interventions, in models dominated by heterogeneity. Presenting several longitudinal 

analyses of SOEP data we argue for the need for a second wave of behavioural economics, 

integrating economics with individual difference psychology, in order to develop an individual 

specific economic models of responses to interventions and socio-economic events. SOEP is uniquely 

positioned to support such research through including personality measures at two time points in a 

large enough sample to capture intervening low prevalence life events for a sub-sample of people. 

With this data we show that; (a) the increase in life satisfaction arising from increases in income is 

20-30% higher in people high on conscientiousness, and conversely, (b) conscientious people have 

twice as large falls in life satisfaction following unemployment. Further, presenting the DIW 

"(Second) Best Publication 2012-2013" award-winning research, we show that (c) life satisfaction 

adaptation following disability only occurs for those high in agreeableness; for those who are low, 

life satisfaction remains depressed, disproving set-point theories of happiness. Finally, we show (e) 

that personality changes over time to the same degree as does income, and (f) that such change is 

linked to the experience of life events such as unemployment. We argue that SOEP data will be 

integral to the next logical step for integrating economics with psychology; moving from studying 

effects "on average", to a nuanced understanding of how events and interventions predictably 

differentially impacts on different types of people. 

 


