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What is Preference 

Uncertainty? 

Value Uncertainty 
WTP

<WTP<WTP+  

stochastic disturbance term.  

e = ε +  Composite error term: 

Maximum likelihood estimate of the valuation distributions 

Without preference 

uncertainty 

With preference 

uncertainty 
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Objective of the Study 

Re-examine two questions: 

• Procedural invariance of preference 

uncertainty question in choice experiment 

studies. 

• Relationship between repeated choice 

question and preference uncertainty. 
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2 options Choice 

Experiment 

Three Attributes 

With Preference 

Uncertainty (n=300) 

∆Temperature 

Likelihood 

Cost 

   Case Study: Household preferences for the 
Carbon Pollution Reduction Scheme (CPRS) 
in Australia 

Without Preference 

Uncertainty (n=300) 

5 choice questions 
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Split Sample 1 

Split Sample 2 
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Difference in the percentage of ‘Policy Option’ 

choices between with and without preference 

uncertainty question 
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Sample A = The sample split without preference uncertainty question. 

Sample B = The sample split with preference uncertainty question. 

The differences were 

statistically significant in 

six cases. 
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Results (1): WTP for Climate Change 

Mitigation 

  

Mean Implicit Price  

AUD/hh/month P value  

Without Preference 

Uncertainty Question  

23  

(90% C.I. 1 to 44) 0.03  

With Preference 

Uncertainty Question  

 57 

(90% C.I. 34 to 79)   
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Results (2): Why are you uncertain 

about your decision? 

 I was asked too many questions (26%). 

 I am uncertain about my future employment/financial 
condition (46%). 

 I am not convinced about the success of the policy 
(47%). 

 I think I should change my lifestyle rather than paying 
for the CPRS (30%). 

 I did not like the idea of placing a monetary value on 
climate change (29%). 
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Results (3): Random Effects Ordered 

Probit Regression Results 
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Results (3): Random Effects Ordered 

Probit Regression Results (continued…) 
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Implications of the Results 

 Preference uncertainty questions are not 

procedurally invariant. 

 Repeated choice questions have benefit 

(preference learning) but also imposes 

significant cost (increased preference 

uncertainty). 

 Some of the sources of uncertainty are 

fundamental. Therefore, cannot be eliminated.  

 


