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Information, Uncertainty, and Contingent Valuation®

9.0. On this handout
93 943

9.1. Introduction

9.2. Evidence on the effect of information: a short survey

° Bergstrom and Dillman (1985)
(prime-land) (preservation)

$5.29 (cf.

Table 9.1)

(Bergstrom et al., 1989; Boyle, 1989; and Boyle et al., 1991)
° Hanley and Munro (1992)

Sample et al. (1986)

*Munro, A. and Hanley, N. D. (1999) ‘Information, Uncertainty and Contingent VValuation.'In
Bateman, I. and Willis, K. G. (eds) Valuing Environmental Preferences Oxford University
Press: 258-270.
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e Boyle (bid) Hanley and
Munro(1992)

(amenity)

9.3.Measuring surplus under uncertainty
[ J

Hoehn and Randall (1987) Bergstrom et al. (1989, 1990)

-£ £
(ex ante)
a) £ £
b) £
(indifferent) £
Graham(1981) (willingness-to-pay
locus)
\
V =pUi(y,a)+@- pU3(y.a) ( 1,2 )(9.1)
a S'(i =12
a=1 (ex-post)
U'(y- S, )=U"(y,0) (9.2)
___H¥
E[S]=pS'+(1- pS® (9.3)
X (i =1,2) i
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(X', x*)
(X', x*) 1
pU(y- X' +(@- pU*(y- x*,) = pU(y,00+(1- pU*(y,0) =U  (9.4)
Fig9.1 S*=0

S'=0 S'=0 Fig9.1

P St+g?

oP
E[S]

S :

S1+l‘ psz

E o S >

l:pxt+ (- p)x2 =ES

[ J
xt=x? ° OP)
pU*(y- OP,)+(- p)U?(y- OP1)=U (9.5)
. oV OV =OP- E[S]
. E[S]
dx? _ pUy(y-x4)

dx T @ pU Iy X

() - PUy(y- XD
d(x)*  (@- pUyly - X2
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oP (fair-bet)

(contingent
market) (fair-bet)

9.4. Information and Uncertainty
[ J

9.4.1. Bayes’ Theorem

° ie
S (e.g. ) S
P, M
m
3
_(s m )(P.)
m > ) m )
° m
m
(Grossman and Stiglitz, 1981) (reputation)
eg.
2
6
3 X P(X) B A
P(AB) P(A) = P(AB)P(B) = P(B)/ P(B/A)
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9.4.2. Information and Valuation

E[S]

9.4.3. Testing for the Effects of Information
[ ]

1971)

e Hoehn and Randall (1987)
9.4.2.

10)

(Rothschild and Stiglitz,
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e Z (environmental asset)
Z R
z
6 z=0 1 z 0
e Hanley and Munro(1992) G(2)
z
y U(y.2) U
y z \%
V= 6"_"U(y, 2)g(2)dz (9.6)
g(Z) Zmin Zmax z

V=U(y,2.,)6(Z.)- UV 2,,)6(Z,,) - (‘QZ:UZ(y, 2)G(2)dz  (9.7)

G(Z..)=1 G(Z,)=0

min

V=U(Y.2) - Q7 U.(%.G(2)dz (©.8)

11
6 healthland heathland
7 G(2=( 9(@dz  g(2=G)

min

Z
\

V= Q"W U(y,2G42)dz=[G(2)U (y, 2)]7 - Q" G@U ¢y, 9dz

mi
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0" U(y- WIP,2)g(2)dz=U (y.0) 9.9)
WTP

U(y-WTP,z_)- Q"‘a* U, (y- WTP, )G(2)dz = U (y,0) (9.10)

min

G(2)
G&2) z G&z) £ G(2)
Z
* WTP¢ wWTP
37U (y- WIPG2)g62)dz=U (y.0) (0.11)
U(y-WTP,z.,)- U(y- WTP¢z ) +6"_"XUZ(y- WTP, 2)(G&2) - G(2))dz

, (9.12)
+ C)m (U,(y- WTP¢2) - U, (y - WTP, 2))G&2z)dz =0

2 8
§"U.(y- WIP,2(G€2) - G(2)dz= (™ U (y- WIPG2)- U(y- WIP, 2)g€2)dz (9.1

U vy Z WTP
WTP
WTP¢ WTP (good-specific)

WTP
° CVv

Z

8 Q::X(Uz(y- WTP¢2)- U, (y- WP, 2))G&2)dz =

U(y- WTP¢2)- U (y - WTP, 2)] - Q”“* U (y- WTP¢2) - U(y - WTP,2))g¢2)dz
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WTP
Hanley and Munro(1992)

CZTU(Y' WTP, 2)g(z)dz = pU(y,0) + (- p)(j"“U(y, 2)9(2)dz (9.14)

min

D WTP¢
° WTP
(e.0. Boyle)
WTP
WTP
WTP
WTP H h=1..,H
2
8%‘*5 WTPe- WTPY' - 851@5 WP - WP (9.15)
erl Gh=
X X
WTP~ - WTP¢ +€%§a [WTP¢ WTP)(WTPG+WTP)]  (9.16)
h=1
WTP
WTP WTP
WTP
WTP WTP

9.4.4. Summary
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9.5. The optimal level of information

® —

(health-care) (merit
wants)
Sagoff(1988)

Sagoff

9.5.1 The private value of information
[ ]

° £ 250
50 £3 50 £2
0
£3 £2
0.5 £ 025
9
24 100
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10

9.5.2 The divergence between Social and Private Values of Information

£ 0.25

£ 2.50
..50% £4 50% £ 3
..50% £2 50% £1

£1 £1
£3
£4 £0.75
£0.25
£ 050 B £ 050 1 L
(EPVPI)
(ESVPI) £ 0.25
[ )
10 05 0+05" (3- 25 =0.25
1 50% £3
50%
£ 0.50 B
A B
B
B

-10-
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EPVPI
ESPVI
[ ]
2
A B
WTP
° 2 50% £2 £4
£ 2.50
£ 0.50
£2
0 £2
ESVPI £ 0.25
12 CVv
° cv
Sagoff(1988)
beyond all reasonable doubt
0
0

12 ESPVI EPVPI

-11-
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9.6 Discussion
[ ]

WTP

WTP

cv

Ccv

(control)

Ccv

WTP

WTP




