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PART II: “Socio-economic valuation of risk perception” 

1. Overview of economic approaches to risk valuation

Revealed preference 
Only use values

Stated preferences
Total Economic Value
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Benefit transfer
• In the previous lectures we have described how to conduct an original non-market valuation 

study. However, original research may be time-consuming and expensive.

• What might analysts do if a lack of time and/or funding prevents them from conducting an 
original study? In such case, they must rely on existing data to compute the costs and benefits of 
risk mitigation programs.

• “Benefit transfer” is a colloquial term adopted by economists; it is defined as the use of existing 
data or information on non-market values in settings other than where they were originally 
collected.

• The spirit of benefit transfer is that providing an estimate of the value of non-market resources 
using existing data may result in more balanced decision-making in situations where direct 
estimation of non-nonmarket benefits is not feasible. 

Benefit transfer

• BT is the adaptation of information derived from original research in a different context.

• The context of original research is referred to as the study site (s).

• The policy site, or the context for which we need information is p.

• We derive estimates of non-market values Vp for policy site p from outcomes of original 
research at study site s (Vs). Study site values (Vs) becomes transfer values (VT) when 
applied to policy site p:

Vs  VT

• The transfer value allows to transfer information to the specific policy site.
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Benefit transfer
• Original research provides context-specific information regarding the policy site(s). This is because the 

target of original research is to address a specific need in a specific context. 

• The benefit transfer process must discuss the context-relevant information of the study site and policy 
site in order to have some idea of how well the study site matches the policy site.

• In deciding whether the benefit transfer method is applicable, the analyst is trying to determine 
whether s is similar to p enough in context to make a valid inference of Vp.

• Criteria:

• The non-market resource valued is the same at the study site and policy site;

• The characteristics of the populations affected by the non-market commodity at the study and 
policy sites are similar;

• The assignment of property rights is the same at both sites, so that the same theoretically 
appropriate value measures (e.g. WTP a tax) can be used.

Modeling and Applying Benefit Transfer

• Several benefit transfer methods have been developed to meet the needs for 

estimates of Vp.

• These approaches are broadly classified as:

1. value transfer (single point estimate and measure of central tendency)

2. function transfer (demand function transfer and meta-regression analysis)

• Value transfer involves the direct application of summary statistics from original 
research to a policy context.

• Function transfer involves the application of a statistical function that relates the 
summary statistics of original research to the specifics of the study site. 
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Value transfer – Single point estimate

• Point estimate transfer uses measures of VS given the context (=characteristics) of study site s 
(QS), to estimate the needed measure (VP) for policy site p, given the context of the policy 
site (QP). 

VP|QP = VS|QS

• The manner by which single measures can be obtained is straight: point estimate transfer 
typically uses single measures. 

• However, when possible, a range of estimates could be transferred to provide bounds on the 
probable value. 

• Confidence intervals constructed around point estimates are recommended. This provides 
additional information regarding the precision of the study site measures.

Steps for a single point estimate value transfer
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Value transfer – Measure of central tendency

• A measure of central tendency transfer entails using a mean, median, or other 
measure of central tendency based on all or a subset of primary research point 
measures:

• This measure provides an indication of the center of the data, potentially being more 
defensible than relying on a single point measure. 

• However, you should recognize that your measure of central tendency is dependent 
upon the single point measures underlying it.

Steps for a measure of central tendency value transfer
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Example of central tendency value transfer

Function transfer

• Function transfers are more technically-oriented than value transfers. They entail the 
transfer of functions, or models that define statistical relationship in study site data. 

• Two category of functions may be transferred:
1. demand (or benefit or WTP) functions
2. meta-regression analysis functions

• Function transfers are generally considered to perform better than value transfers. This 
is because function transfers may be tailored to fit some of the characteristics of the 
policy site. Value transfers on the other hand are invariant to differences between the 
study site and the policy site.
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1. Demand functions
• Demand or benefit function transfer are based on the premise that the study site 

estimate for site s (VS) is a function of characteristics of the study site context (QS) 
(location, physical features, characteristics of the population, etc.)

𝑉𝑠 = 𝑓 𝑄𝑆 =  𝛼 + 𝛽1𝑄𝑠1 + 𝛽2𝑄𝑠2 + ⋯ + 𝛽𝑛𝑄𝑠𝑛

• A value transfer requires a strong similarity between study sites and policy sites, which 
may not be always there. Therefore, we should be able to increase the precision of 
benefit transfer if we can tailor a function to fit the specifics of a policy site.

• Model the statistical relationship between the summary measures of interest and 
characteristics of the original research.

• Adjust this function to specific characteristics of the study site.

Demand function 
transfer example

(from VandenBerg
et al., 2001)
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Steps for a demand function transfer

Demand function transfer example – ES at Adamello Park (Lombardy)

Households survey (Choice Experiment)

WTP estimation (Choice Models)

WTP maps (sampled municipalities)

Benefit transfer

WTP maps (whole region)

Study framework
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Data Collection

We sampled households in 562 out of the 1523 
municipalities of Lombardy

WTP values for 
«Slope stability 

(45km)»
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Benefit transfer function

Aggregate transferred WTPs for «Slope stability (45km)»
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2. Meta-Regression Analysis function transfer

• Benefit function transfer rely on statistical relationship defined for certain 
variables based on a single study. 

• Meta-regression analysis, summarizes and synthesizes outcomes from several 
studies.

• Meta regression analysis is based on a value function in which:

1. the dependent variable is value estimated in each individual study

2. the independent explanatory variables are site characteristics and features 
of the original studies. 

Meta-Regression 
Analysis function 

transfer example –
Summary statistics
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Meta-Regression 
Analysis function 

transfer example –
Results and 
predictions
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