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Contingent Valuation and the Red Kite Conservation


The Contingent Valuation method (CVM) has been a controversial means of valuation since its creation in 1947. While CVM is a positive means of knowledge extraction in theory, it has proven to have numerous characteristics and outliers that effect the validity of the studies. The purpose of this paper is to discuss the effectiveness of this method of valuation. By looking at specific examples, most notably of CVM as used on the Red Kite reserve in the United Kingdom, we will discuss the fundamental issues of this method of valuation in specific results and findings.


Historically the Contingent Valuation method attempts to compare hypothetical willingness to pay with real willingness to pay (WTP) by setting up a hypothetical market situation. Two popular methods are used: the first is for individuals to state their maximum WTP or minimum willingness to accept (WTA) compensation for change in an environmental good either qualitatively or quantitatively. Another method, known as dichotomous choice is for the CVM study to offer a specified amount to be paid or received and inquire as to whether or not this is an acceptable amount (Spash 2008, p. 35). Non market environmental goods are the predominant use for CV studies. Relevant to these environmental goods are a few principles that assess the kind of value an environmental good has. Existence value may be defined as the inherent value of something‘s existence, that by virtue of the fact that it exists it has value, irrelevant of its direct usefulness to human life. Contrarily, user value is the value of an environmental concern related to how it is or may be used, both of these values may be determined for a given good using CV.


Now we will look at the application of CVM in the case of the preservation of the Red Kite in Wales. The Red Kite is currently one of the United Kingdom’s rarest birds, at one point their population waned to 8 pairs left in the world (Christie 2007, p. 162). The preservation of these creatures lies directly in the hand of public donation for upkeep, which frames the importance of this survey. The test being discussed was administered in the Arian Forest in Wales, home to a large residence of Red Kites, and currently a Kite feeding center Christie (2007, p. 162). The Red Kite Conservation case has an inherent existence value, but the test study was performed by persons visiting the reserve therefore also addressing user value. The test was administered to a sample size of 200 visitors. It involved the three criteria noted in Callan and Thomas (2007, p. 139); firstly debriefing a detailed model of the hypothetical market, including specific characteristics of the stated good and affecting factors--this was done via a pamphlet and brief talk, second the use of a survey instrument to attempt to gain an unbiased estimate of WTP--in the form of a three survey questions, the last is an open-ended question of WTP; and then a request for an actual donation, and finally evaluating the truthfulness of survey respondents’ answers (Christie 2007 p. 162) .


Now, it is important to note the inadequacies and general criticisms of Contingent Valuation so that we may judge with greater capacity the results of cases in which CVM is used. Christie (2007 p. 164) found in his study on hypothetical verses actual willingness to pay based on the case of the Red Kite conservation that only 44% of those included in the survey that stated a willingness to pay, actually made a donation to the cause. This was the major finding in the study, and highlights a gap that proposes people tend to overstate their actual intentions to pay, which in turn present serious consequences for the validity of CVM. As you may deduce, willingness to pay (WTP) is the center stone for CVM studies, and if more respondents state a WTP than would in reality be willing to pay, it renders the study generally ineffectual. McCollum and Miller (1994) Note a bias called the "warm glow" effect, that describes the situation where respondents provide a positive WTP response in a desire to please the interviewer. This is a possible cause for the outcome as interviews were administered in person. Another possible reason for the discrepancy may be explained by the free-ridership bias, in which an individual would be unwilling to reveal actual WTP because they think the commodity or service in question should be free, not something that they themselves should have to financially account for (Callan and Thomas 2007, p.140). Spash (2008 p.37) writes that a tendency has been noted that specific designs repeatedly pushes numbers in a certain direction, and that knowing this, results may be manipulated by way of design choices, which again renders CVM a questionable form of valuation.


The research conducted on CVM throughout the decades is useful now in that it’s allowing for isolation of unwanted variables. As stated by (Bateman et al 1999, p. 532), Dichotomous choice results are sensitive to the analysts selection of bids from which respondents choose, and the concept of ‘yea-saying‘ may create overestimation. The bid amount presented to the individuals may dominate their responses. However, this weakness of the method being recognized, the case of estimating WTP to preserve the Caspian Forests in North Iran attempts to use new methods to account for the effect. The study utilized a relatively new double-bounded dichotomous choice approach, based on the single-bounded dichotomous choice approach, which involves assigning a single bid from a range of predetermined bids that potentially reflect maximum WTP amounts for that particular good. The respondents are then requested to answer ‘yes’ or ‘no’ to the figure, which in turn moves up or down depending on the response. The main advantage of this method is in the possibility of locating the maximum WTP value from the data derived. Additionally this method helps to reduce the rate of rejection from the respondents (Amirnejad et al 2006, p.670). This is just one specific example of combating known variables, and more studies are being conducted to work to isolate these variables so that CVM may become a valuation test of greater reliability.


We have discussed the Contingent Valuation Method in terms of its weaknesses, manipulations and strengths, and as practice in assessing environmental valuation. While CVM still possesses many flaws, if monitored carefully it can provide an insight into assessing environmental concerns in the form of willingness to pay, that may be useful to future endeavors in the area of environmental protection and sustainability in the years to come. However, while this essay highlighted the weaknesses of Contingent Valuation, for which there are many, the intention is that in knowing these weaknesses, the results of the study may be more easily assessed to determine the actual intended outcome of the study, and by growing a knowledge base of the current weaknesses CVM faces, economists may be able to isolate the variables, making CVM a more reliable means of valuation.
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