
CVM survey, for seminar in Environmental Economics, 
May 10 2004 
 
 
 
Background 
 
Country A has several national parks, of which one is especially popular with both national 
and foreign visitors. The visitors often come to walk a famous hiking path, which follows a 
sharp mountain edge. They normally arrive by car and park on a big parking lot with parking 
spaces for more than 300 cars. The parking lot is situated at the beginning of the hiking path, 
next to one of the most admired mountain lakes in the national park.  
 
Many of the visitors complain about this parking lot. In their opinion it damages the scenery 
around the lake, and the feeling of walking in the wilderness when they start on the edge-
track. Hence, an alternative proposal has been put forth, namely to move the parking lot 2 
kilometers away from the lake, down under the timberline. 
 
The local community nearby the national park is against this proposal.  Among other things, 
the local population uses the lake for fishing and prefers to park by the lake. The local tourist 
industry also claims that the value of their product will be reduced by moving the parking lot. 
According to the tourist industry, they have many guests who stay for one night down in the 
valley, and then do the edge-track in one day the day after. If they instead would have to walk 
for 4 more kilometers, some of them would prefer not to do the hike, and will instead just 
drive through the local community in the valley without staying over the night.  
 
The CVM analysis 
 
The national park administrator had to work out an estimate of the benefits and costs of 
moving the parking lot.  
 
First, he hired an economist to design and carry out a CVM survey, of the benefits of moving 
the parking lot. 100 visitors were asked to reveal their WTP value of having the parking lot 
moved, in two, slightly different, alternatives, as follows: 
 
1. All traffic to the lake is shut of - except for delivery of supplies to the mountain cabins by 

the lake (with no possibility for person transport) 
 
2. A smaller parking lot is retained at the lake (with approx. 30 parking spaces).  Tour buses, 

local fishermen and persons with disabilities will be allowed to use this lot.   
 



The bids were obtained by the using the following bid card (for each of the two alternative 
questions, asked in sequence): 
 
Annual payment: Accept yes/no:
50 $
40 $
30 $
20 $
10 $
5 $

  
In addition, the persons interviewed were informed that the new parking lot would be 
financed by users directly, through parking fees.  
 
They were also asked to state their age, annual income, level of education, and place of 
residence. 
 
Approximately 10 000 persons do the hike each year.  There are 1,7 million households in the 
country in question. 
 
The data is available on an exel-file with adress: http://pcsum133.uio.no/mads.htm 
 
 
 
Questions 
 
• Discuss the design of the CVM survey.  Does the design satisfy the NOAA 

recommendations for CVM surveys that were issued in connection with the Exxon Valdez 
accident? 

 
• Based on the data, calculate mean WTP, for each of the two alternatives. 
 
• Formulate your own regression model and regress WTP on the relevant variables, in each 

of the two alternatives. What do your results tell you about the CVM survey? 
 
• Form an estimate of the aggregate national WTP, for each of the two proposals above. 

Discuss some major pitfalls in using this figure as basis for the final decision to move the 
parking lot. 
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