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Economic valuation methods based on preferences  

Methods based on 
Revealed Preferences 

Methods based on 
Stated Preferences 

Travel Cost Method  Hedonic Pricing Contingent 
Valuation 

Choice Modelling/
Conjoint Analysis 

Source: based on Bateman et al. (2002: 30) 

Economic valuation of 
non-market goods 
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CONTINGENT VALUATION 
METHOD APPLIED 
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Basic idea of CVM 

Assess the willingness to pay (WTP) for the 
provision of an environmental good or service, 
which has no market value 

Intact forest in watershed, scenic beauty, species 
diversity, water purification service of swamp 

WTP is contingent on the specific 
circumstances described in the CV scenario 

Amount of environmental good 

Programme to provide good 

Payment mechanism 
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Basic assumptions 

Individuals have true, but hidden preferences 

They can express their values for environmental goods in 
monetary units 

The sum of the individual preferences in $ equals the societal 
preference 
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Exxon Valdez Oil Spill 1989 

www.adn.com/evos/ 
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Exxon Valdez Oil Spill 1989 
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Legal framework 

Oil Pollution Act of 1990 (OPA) and the regulations that 
National Oceanic and Atmospheric Administration (NOAA) 
enacted under it for natural resource damage assessments. 

The regulations stated: “NOAA believes that the trustee(s) 
should have the discretion to include passive use values as a 
component within the natural resource damage assessment 
determination of compensable values 

Passive use values in the sense of non-use values 
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The survey: Information about the region 
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Carson 2003 
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The survey: Information about the costs of clean-up 
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Carson 2003 
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The survey: Information about nature 
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Carson 2003 
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The survey: Information about a program to prevent oil 
spills in the future 
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Carson 2003 

Respondents were told that if the program were put into 
effect, two large Coast Guard ships would escort each tanker 
throughout its journey in Prince William Sound.  

The escort ships would help 
prevent an accident and, if 
an accident occurred, they 
would keep even a very 
large spill from spreading 
beyond the tanker. 
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The valuation question 
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Carson 2003 

• Discrete-choice referendum elicitation format  
• It asks whether the respondent would vote for the 

program if it cost a specified amount that would be paid 
by a one-time federal tax payment. 
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Agreement in % as a function of WTP 
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Implication of CVM Study 
on Exxon Valdez oil spill 

American public’s willingness 
to pay to avoid an Exxon 
Valdez type oil spill was $2.8 
billion (Carson et al. 1992) 
Exxon had to pay this 
amount of money as a 
compensation 
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Limitation of CVM 

Scale error 

Embedding 

Warm-glow 

Vehicle bias 

Extrapolation of WTP to total population 

Limits of monetary techniques to echo intrinsic or 
ethical values 
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Other examples based on CVM 

Meta-study on the world’s ecosystem services and 
natural capital (Costanza 1997) 

partly based on WTP  
The value of the entire biosphere was estimated to be in 
the range of 16-54 trillion (1012) US $  

Fair trade coffee at ETH 
90% of 1500 Persons are willing to pay 10 Rappen per cup 
more for fair trade coffee 
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Two survey approaches 

CVM study 
Preferences 

Give precise information 

Allow informed decision 
of programm 

Similar to referendum 

Psychological study 
Preferences 

Do not influence 
interviewee with 
information 

Reveal hidden 
preferences 
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CONCLUSION 
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Conclusion 

CVM is one of a suite of valuation techniques 

Application of CVM 
Liability: Damage assessment of environmental accidents 

Marketing: for assessing consumers’ willingness-to-pay for organic 

food, fair trade coffee, FSC wood, ecosystem services 

Public programmes: Planning of programmes to provide ecosystem 
goods and services 

However, severe methodological limitations 
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