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 One of the most widely used economic methodology for 
estimating the TEV of many classes of public goods and 
services that many other economic techniques cannot handle 
such as the IUV, OV, EV and BV. 

 

 CVM results are relatively easy to interpret and to use for 
policy purposes. For example, monetary values can be 
presented in terms of mean or median per household. 

 

 The method is also very flexible and adaptable to many non-
market valuation tasks that very few valuation techniques 
cannot handle. For example, it is currently being used in the 
fields of health economics, transport economics, biological 
sciences, engineering sciences etc.  
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 Despite being widely used, flexible, adaptable and relatively 
simple to interpret, very few African CVM applications have 
been properly executed for many reasons namely: 

 

- the language of the method is not well understood as  there 
is often misconception about WTP being synonymous to the 
CVM ,  

- lack of good quality data,  

- wrong choice of value elicitation formats, 

- poor statistical analysis, 

- mostly poorly executed graduate studies, 

- lack of funds as a well conducted CVM studies will require 
at the minimum $10,000 with a minimum sample size of 
1,000 households. 
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 Definition: The CVM is an economic methodology that operates on the 
general assumption that one can placed monetary values on certain 
classes of public goods and services for which there is no market and 
therefore no price or compensation payment.  

 

 Put differently, the CVM is an economic technique that directly, creates a 
market for the transaction of a public good or service in a survey 
situation. In other words, the CVM is usually also called a hypothetical 
methods since no actual transaction is done. 
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 Presents a scenario that describes a certain change in 
the provision of a public good  or service (this could 
involve several public goods and several effects). The 
scenario also describes how the respondent would pay 
for this provision. 

   

 Then respondents are: 

   1.  Closed-ended: Asked to say Yes or No to a certain 
cost (bid), or 

   2.  Open-ended: Asked to state how much they would 
be willing to contribute. 
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 The steps of a CV survey 
 

 Design the questionnaire including the scenario 

 Draw a sample of the population 

 Ask the sample about the WTP for the certain 
scenario. 

 Estimate the WTP (usually mean or median) 

 Analyze the determinants of WTP 

 Extrapolate these responses to the whole 
population 
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 Before you begin it is important to think about time 
constraints and the sequencing of modules. The 
following checklist of questions are important: 

 

 1. Do you want the respondent to sign an informed 
consent form? 

 2. Does the introductory material convey a sense that the 
respondent’s answers will be meaningful in policy 
matters? Consequentiality 

 3. Are the questions in the introductory section “easy” for 
the respondent to answer? Are they “warming up” the 
respondent for more difficult questions to follow? 

4. Is the response format or elicitation format suitable for 
the context? 
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5. Are there multiple questions that can be used to 
classify respondents’ income levels 
(socioeconomic status)? e.g., asset lists, 
infrastructure bills, market value of house, land, 
self reported socioeconomic status etc, 

6. Is there a section at the end of the questionnaire 
to record the enumerator’s assessment of the 
interview? 

7. Do you have an adequate strategy to address the 
threat of hypothetical bias? 

8. Are you satisfied with the payment mechanism 
adopted in the study? 
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9. Does your CV scenario include questions to break the 
presentation of material to the respondent? Do they 
collect useful information? 

10. Does the CV scenario include a “cheap talk” script to 
encourage the respondent to tell the truth? 

11. Is there a sequence of questions that clearly 
identifies who is in the market and who is not? 

12. Do you want to follow-up the valuation question(s) 
with questions designed to gauge how certain the 
respondent is of her/his answer? 

13. Have you included debriefing questions to 
understand the respondent’s motivations for his/her 
answers to the valuation question(s)? 
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14. Is there a question that requires the enumerator to 
compare the respondent’s WTP response with his/her 
income and confirm that the WTP response is reasonable? 
Can the enumerator record a revised WTP answer? 

 
15. Spend time on information gathering about the problem 

such as; 
 
- talking with experts, read material, draft the scenario, get 

feedback from experts, revised the scenario if necessary, 
do a focus group discussion, carry out a pilot study to test 
the questionnaire and to adopt a suitable payment vehicle, 
if substantial revisions do a new pilot before embarking on 
the main study 

 
 Note that: 
 Focus groups and pilot studies are extremely valuable tools 

in CV survey design.   
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 An introductory section that helps set the general 
context for the decision to be made. 

 A detailed description of the good, service, or project to 
be offered to the respondents 

 The institutional setting in which the good will be 
provided; 

 The manner in which the respondent is to pay for the 
good (the payment vehicle) 

 A method by which the questionnaires elicits the 
respondent’s preferences for (or against) the good or 
service (elicitation format) 

 A method for reducing hypothetical bias 

 Debriefing questions about why respondents answered 
certain questions the way they did 
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 Questions about the characteristics of the respondent, 
including socioeconomic and attitudinal information 

 When the service will be available 

 How the respondent will be expected to pay for it 

 How much others will be expected to pay 

 Who will pay. 

 Conditions for the provision of the good (e.g. More 
than 50% says Yes) 

 What institutions will be responsible for the delivery of 
the good or service 

 Quality and reliability of the service 
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 What kind of sampling technique are you going to use to 
select your sample from the relevant population. Are you 
going to use….. 

 

 - the simple random technique, 

 - the systematic technique, 

 - the systematic simple random technique, 

 - the quota sampling technique, 

 - the cluster technique, or 

 - a multi-stage design etc, 

 

What will be your optimal sample size for the study?  

 

- According to the ‘Blue Ribbon Panel Guidelines’ for 
conducting CV surveys, an optimal sample size of 1,000 
households is required for meaningful policy inferences.   
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 Choice of the Value Elicitation Format. 

 

 Which value elicitation format are you going to use and 
why? Very  Crucial 

 

1. Bidding Game Technique. 

2. Payment Card Approach. 

3. Referendum or Dichotomous Choice (DC) Format. 

4. Single or Double Bounded DC Approach. 

5. DC with open-ended or closed-ended follow-up 
Questions. 

6. Stochastic Payment Card Approach   
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 Some Important Considerations: It is very 
important to consider the following issues 
before analyzing CV survey data 

  

  - population choice bias,  

  - sample frame bias,  

  - sample-non response bias and, 

  - sample selection bias. 
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Depending on the choice of the value elicitation format. 
However, generally, if data was obtained with the 

 
 Closed-ended approach, payment Card or bidding 

game techniques, the required statistical estimation 
technique is preferable the OLS estimation method. 

 
 Stochastic payment card (SPC) design, the prefer 

estimation method would be either a limited 
dependent variable model or a random valuation 
method. 

 
 DC format or DC with follow-up questions, the choice 

statistical tool would be the binary response models 
or a multivariant statistical model etc.  
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 Some Important Reading List for Beginners  
 
1. Arrow et al. (1993), ‘Report of the NOAA Panel on Contingent Valuation to the 

General Council of the US National Oceanic and Atmospheric Administration’, 
Resources for the Future: Washington, D.C. Available online. 

 
2.  Bjornstan, D.J., and R.J. Khan. (1996 eds.), The Contingent Valuation of 

Environmental Resources: Methodological Issues and Research Needs. Edward 
Edgar, Cheltenham, UK. 

 
3. Carson, R.T. (2000), ‘Contingent Valuation: A User’s Guide,’ Environmental Science 

and Technology, 34(8): 1413-1418. 
 
4. Carson, R. T., N.E. Flores, and N. F. Meades, (2001), ‘Contingent Valuation: 

Controversies and Evidence’, Environmental and Resource Economics 19:173-210. 
 
5. Carson, R.T. (2011). Contingent Valuation: A Comprehensive Bibliography and 

History. Edward Edgar Cheltenham. 
 
6. Cummings, R.G., Brookshire, D.S and W.D Schulze, (1986), Valuing Environmental 

Goods: An Assessment of the Contingent Valuation Method. Rowmand and 
Littlefield, Maryland. 
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8. Jones, C.A. (2003), 'Use of Non-Market Valuation Methods in Courtroom: 
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