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ABOUT THIS MODULE 

The main issues of this module relate to the ways in which economic values can be 

placed on the environment, enabling environmental issues to be included in 

economic decision-making. Methods based on economic theory have been devised to 

assign monetary values to environmental goods and services, and these values can 

then be incorporated into decision-making at the project, sectoral and national 

levels. Although the methods and techniques which this module introduces represent 

the mainstream approach to environmental economic decision-making, there are 

many criticisms of such an approach, and the module also addresses these concerns 

and outlines alternative approaches to analysing economy–environment links. 

The module first introduces the concept of environmental valuation and its 

motivations. The different measures of welfare change, such as consumer surplus, 

willingness to pay and willingness to accept are then introduced, in order to provide a 

theoretical basis for environmental valuation. The components of environmental 

economic value are analysed, with distinctions made between use values and non-

use values, including option values and existence values. Cost–benefit analysis is 

also explained in the first unit, in order to introduce the main project/policy 

evaluation method where environmental economic values are normally used in 

practice.  

Later units introduce the techniques of environmental valuation and their policy 

applications. There are many techniques available for valuing the environment, either 

based on revealed or stated preferences. The main revealed preferences approaches 

examined include the dose–response and cost-based approaches, travel cost method 

and hedonic pricing methods. The stated preference approaches reviewed are the 

contingent valuation method and discrete choice experiments. The exploration of 

environmental valuation techniques concludes with a discussion of the benefit 

transfer approach.  

The penultimate unit examines applications of environmental valuation in developing 

countries and in the framework of climate change, as examples of challenging 

contexts and where to apply the different methods. In the last unit, a brief summary 

of the module is first provided. Subsequently, criticisms of environmental valuation 

are considered and a range of alternative methods are briefly reviewed. The module 

concludes with a look at the future of environmental valuation.  
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STRUCTURE OF THE MODULE 

The module consists of ten units which are divided into three parts. 

Part I 

Part I introduces the reader to the main concepts, ideas and theory of environmental 

valuation, as well as its motivations. This part of the module first makes the case for 

environmental valuation and then introduces the concept of economic value. A 

number of welfare change measures are then discussed in order to introduce the 

main concepts of willingness to pay (WTP) and willingness to accept (WTA), whose 

estimation is the purpose of environmental valuation.  Part I also introduces cost–

benefit analysis (CBA), the main method where elicited environmental economic 

values are used in practice. Its main methodological steps are briefly discussed, as 

well as its limits.  

Part II 

Part II covers the main approaches to environmental valuation, organised around the 

two main categories of revealed and stated preference methods. The material in this 

part of the module covers a wide array of methods that draw on the theory 

developed in Part I. We consider environmental valuation methods that can be used 

very rapidly as well as those which require far more work on the part of the 

researcher to collect and analyse data. Practical steps in the application of the 

different methodologies and a number of case studies are discussed along the 

theoretical dimensions. An important aspect of the material covered in this part of 

the module is that many of the statistical techniques employed in the research 

literature will take the reader beyond the methods they will typically cover in basic 

econometrics courses. Advice on appropriate methods will be provided. 

Part III 

Part III of the module first provides an insight into some of the most challenging 

contexts in which to apply environmental valuation methods, ie developing countries 

and climate change.  The module is also summarised in Part III with a closer look at 

the links between the various topics covered. Finally, we discuss various moral and 

ethical criticisms of environmental valuation, and suggest and briefly assess possible 

alternatives to both the methods and the CBA framework. We then conclude with a 

brief look at the likely future for environmental valuation.  
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WHAT YOU WILL LEARN 

Module Aims 

 To compare critically and contrast different perspectives on valuing the 

environment. 

 To present the development of the theory of environmental valuation. 

 To explain a range of environmental valuation methods and techniques. 

 To assess critically these valuation techniques. 

 To provide illustrations of the application of the valuation techniques in 

practice. 

 To discuss possible alternatives to the conventional environmental valuation 

method. 

Module Learning Outcomes 

By the end of this module, students should be able to: 

 understand and assess critically the economic theory of environmental 

valuation 

 understand and assess critically a range of environmental valuation methods 

and techniques 

 understand and assess critically the application of valuation techniques in 

practice and relevant challenges 

 understand and interpret critically the results of published environmental 

valuation studies 

 understand and assess critically the possible alternatives to conventional 

environmental valuation methods. 

 

The examination for this module will focus on these learning outcomes. In the 

module some detailed mathematical derivations relating to theory and to valuation 

estimates are provided, and some guidance on selection of econometric estimation 

methods appropriate for specific valuation techniques. This more advanced 

quantitative material is provided for students who have undertaken appropriate prior 

study of quantitative methods as guidance for application of certain valuation 

methods in practice. Detailed mathematical derivations and econometric estimation 

techniques will not normally be the subject of examination questions for this module. 
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ASSESSMENT 

This module is assessed by: 

• an examined assignment (EA) worth 20%  

• a written examination in October worth 80%. 

Since the EA is an element of the formal examination process, please note the 

following: 

(a) The EA questions and submission date will be available on the Virtual Learning 

Environment. 

(b) The EA is submitted by uploading it to the Virtual Learning Environment. 

(c) The EA is marked by the module tutor and students will receive a percentage 

mark and feedback. 

(d) Answers submitted must be entirely the student’s own work and not a product 

of collaboration. For this reason, the Virtual Learning Environment is not an 

appropriate forum for queries about the EA.  

(e) Plagiarism is a breach of regulations. To ensure compliance with the specific 

University of London regulations, all students are advised to read the 

guidelines on referencing the work of other people. For more detailed 

information, see the FAQ on the VLE. 
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STUDY MATERIALS 

Key Readings 

For each of the ten units, Key Readings are provided. These Key Readings are drawn 

from a wide range of sources including books, journals, reports and the internet; 

authored by individual researchers, analysts, and practitioners and also through the 

collective efforts of diverse national and international organisations. They aim to 

provide a range of perspectives and more depth on the unit subject matter. These 

are required reading as they contain material on which students may be examined. 

Further Readings 

A number of Further Readings are also suggested. These texts are not provided but 

most are available on the internet. Where possible, weblinks have been provided. 

Students are not expected to read all of these, but are encouraged to use them to 

explore aspects of the unit material in which they have a particular interest. Some 

Further Readings provide useful examples or case studies of concepts discussed in 

the main unit text. Further Readings are NOT directly examinable but students may 

use material drawn from them to enhance examination answers. 

We have not found a current textbook well matched to the content and level of 

exposition intended for this module, and hence emphasise the Key Readings above. 

Students may, however, find that explanations of specific valuation methods and 

their application in existing textbooks provide an additional useful source of Further 

Reading. 

References 

All references cited in the unit text are listed in the relevant units. However, this is 

primarily a matter of good academic practice: to show where points made in the text 

can be substantiated. Students are not expected to consult these references as part 

of their study of this module. 

Self-Assessment Questions 

Often, you will find a set of Self-Assessment Questions at the end of each section 

within a unit. It is important that you work through all of these. Their purpose is 

threefold: 

 to check your understanding of basic concepts and ideas 

 to verify your ability to execute technical procedures in practice 

 to develop your skills in interpreting the results of empirical analysis. 

 

Also, you will find additional Unit Self-Assessment Questions at the end of each 

unit, which aim to help you assess your broader understanding of the unit material. 

Answers to the self-assessment questions are provided in the Answer Booklet. 
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In-text Questions 

 This icon invites you to answer a question for which an answer is 

provided. Try not to look at the answer immediately; first write down 

what you think is a reasonable answer to the question before reading 

on. This is equivalent to lecturers asking a question of their class and 

using the answers as a springboard for further explanation. 

In-text Activities 

 This symbol invites you to halt and consider an issue or engage in a 

practical activity. 

Key Terms and Concepts  

At the end of each unit you are provided with a list of Key Terms and Concepts which 

have been introduced in the unit. The first time these appear in the text guide they 

are bold italicised. Some key words are very likely to be used in examination 

questions, and an explanation of the meaning of relevant key words will nearly 

always attract credit in your answers. 

Acronyms and Abbreviations 

As you progress through the module you may need to check unfamiliar acronyms 

that are used. A full list of these is provided for you at the end of this introduction.  
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TUTORIAL SUPPORT 

There are two opportunities for receiving support from tutors during your study. 

These opportunities involve:  

(a) participating in the Virtual Learning Environment (VLE) 

(b) completing the examined assignment (EA). 

Virtual Learning Environment (VLE) 

The Virtual Learning Environment provides an opportunity for you to interact with 

both other students and tutors. A discussion forum is provided through which you 

can post questions regarding any study topic that you have difficulty with, or for 

which you require further clarification. You can also discuss more general issues on 

the News forum within the CeDEP Programme Area. 

Additional features of the VLE include an FAQ for solutions to frequently asked 

questions, MyHelp for any relevant queries or suggestions and a profile area where 

you can view your study progress. 
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INDICATIVE STUDY CALENDAR 

Part/unit Unit title Study time in 
hours 

Part I Introduction to Environmental Valuation and Theory 

Unit 1 Environmental Valuation and Cost–Benefit Analysis 15 

Part II Environmental Method Approaches  

Unit 2 Revealed Preference – Dose–Response and Cost-based 

Methods 

10 

Unit 3 Revealed Preference – Travel Cost and Hedonic Pricing 20 

Unit 4 Contingent Valuation: Theory and Survey Design 15 

Unit 5 Contingent Valuation: Analysis and Case Studies 10 

Unit 6 Discrete Choice Experiments: Theory and Survey Design 15 

Unit 7 Discrete Choice Experiments: Analysis and Case Studies 10 

Unit 8 Benefit Transfer 10 

Part III Applications and Criticism of Environmental Valuation 

Unit 9 Application Challenges – Developing Countries and 

Climate Change 

15 

Unit 10 Summary of the Module, Criticisms of Environmental 

Valuation and Alternatives 

15 

 

Examined Assignment  

Check the Virtual Learning Environment for submission deadline 

15 

 

Examination entry  July 

Revision and examination preparation September 

End-of-module examination October 
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ACRONYMS AND ABBREVIATIONS 

AHP analytic hierarchy process 

ASC alternative specific constants 

BT benefit transfer 

CBA cost–benefit analysis 

CE choice experiment 

CEA cost–effectiveness analysis 

CIA cost–impact analysis 

CL conditional logit 

CM choice modelling 

CpS compensating surplus 

CS consumer surplus 

CV compensating variation 

CVM contingent valuation method 

DCE discrete choice experiment 

EIA environmental impact assessment 

EOP effect on productivity 

EPA Environmental Protection Agency 

ES equivalent surplus 

ESA environmentally sensitive area 

ESP Ecosystem Services Partnership 

ESVD Ecosystem Services Valuation Database 

EV equivalent variation 

FV future value 

GDP gross domestic product 

GIS geographic information systems 

GP goal programming 

HPM hedonic pricing method 

HPV hedonic pricing value 

IIA independence from irrelevant alternatives 

ITCM individual travel cost method 

LCM latent class model 

LSA life satisfaction approach 

MC marginal costs 
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MCA multi-criteria analysis 

MD marginal damage 

ME measurement errors 

ML mixed logit 

MNL multinomial logit 

MOP multi-objective programming 

MPC marginal private cost 

MSC marginal social cost 

MXL mixed logit 

NGO non-governmental organisation 

NL nested logit 

NOAA National Oceanic and Atmospheric Administration 

NPV net present value (also present value (PV)) 

OECD Organisation for Economic Co-operation and Development 

OLS ordinary least squares 

PES payments for environmental services 

PFM/PF production factor method/production factor 

PS producer surplus 

PV (1) present value (also net present value (NPV)) 

PV (2) property value 

RFF Resources for the Future 

RUM random utility model 

RUT random utility theory 

SCF standard conversion factor 

SEA strategic environmental assessment 

SMS safe minimum standards 

SP stated preference 

SRTP social rate of time preference 

SSSI site of special scientific interest 

TCM travel cost method 

TE transfer error 

TEEB The Economics of Ecosystems and Biodiversity 

TEV total economic value 

TRNMP Tubbataha Reefs National Marine Park 

WESML weighted exogenous sampling maximum likelihood 
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WTA willingness to accept 

WTP willingness to pay 

ZTCM zonal travel cost method 
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