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The Estimates of Willingness to Pay for Health Risk
Reductions: Application of Contingent Vauation Method

Contingent Vauation method (CVM) is a popular but controversial method for estimation
economic values of health and other non-market goods. By relying on stated preferences with
respect to hypothetical choices, CVM can be applied to a broad range of economic goods.
However, there is doubt about the accuracy with CVM studies estimate economic values, in part
because estimated values can appear to be inconsistent with economic theory.

One of the most significant violations of theory is the apparently inadequate sensitivity of CVM
estimated willingness to pay (WTP) to the magnitude or scope of the good offered. Such
violations have been found for both environmental quality and individual health risk.

The research project will include the development, administration, and analysistwo CVM surveys.
One survey will be administered in the U.S. (sponsored by the U.S. National Science Foundation);
the other will be administered in Taiwan. The primary objectives of the proposed research are:

"~ Compare the estimation of WTP between Taiwan and the U.S. ;

Determine whether (and to what extent) insensitivity to magnitude variation is a barrier to
eliciting valid estimates of WTP for reduction of risks to human health in each country;

Develop and test tools for the CVM practitioner that enhance respondent understanding or the
nature and magnitude of the health risk reduction to be offered;

Perform rigorous, external (split sample) tests of tools designed to address the problem of
insensitivity to magnitude variation;
"~ Offer constructive guidance to CVM practitioners, based on results from the proposed research
and the existing literature, on what steps can be taken in the design of CVM-health studies of
reduce the problem of insensitivity to magnitude variation.

The results of this research will be useful for public health, safety, and environmental policy areas
where programs that affect risks to human health must be evaluated.

Key Words: Contingent Vauation Method, Willingness to Pay, Health Risks
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