




 

 

 

CHOICE EXPERIMENTS 

 

 

 

 

 

 
Dr. Sukanya Das 
Assistant Professor 

Madras School of Economics 

Chennai – 600 025 

sukanya@mse.ac.in 
 

 

 

 

 

 

 

DISSEMINATION PAPER  - 18 

 

 

 

 

 

 

Centre of Excellence in Environmental Economics 
(Sponsored by Ministry of Environment and Forests, Government of India) 

 

Madras School of Economics 

mailto:sukanya@mse.ac.in


 

2 

 



 

1 

Choice Experiments 

1.0 Introduction 

The interest in valuation techniques for non-marketed goods and services arises 

partly from the concern that efforts to protect and improve the environment 

should be cost-effective and increase human well-being. Valuation provides a 

link between physical change to the environment (for e.g., damage) and its 

expression in terms of willingness-to-pay (WTP) and willingness-to-accept 

(WTA) compensation.  

The applicability of non-market valuation techniques have now been widely 

accepted as an effective tool for public decision making in developed 

countries. Certain techniques are been initiated even in the private sector, most 

notably the choice experiment (CE) method (Bennett and Birol, 2010). 

Stated preference method for valuation assesses the value of non-marketed 

goods by using individuals‘ stated behaviour in a hypothetical setting. The 

Contingent Valuation Method (CVM) elicits individuals‘ preferences, in 

monetary terms, for changes in the quantity or quality of a non-market 

environmental resource. Valuation is dependent or ‗contingent‘ upon a 

hypothetical situation or scenario whereby a sample of the population is 

interviewed and individuals are asked to state their maximum WTP (or 

minimum WTA compensation) for an increase (decrease) in the level of 

environmental quantity or quality. 

In contrast, for Choice Experiment, the individuals are given a hypothetical 

setting and asked to choose their preferred alternative among several 

alternatives in a choice set. The CE is a multi-attribute stated preference 

elicitation technique because each alternative is described by a number of 

attributes or characteristics. A monetary value is included as one of the 

attributes, along with other attributes of importance, when describing the 

profile of the alternative presented. Thus, when individuals make their choice, 

they implicitly make trade-offs between the levels of the attributes in the 

different alternatives presented in a choice set (Alpizar et al., 2001). 

Furthermore, the CE method avoids many of the problems associated with the 
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CV method such as information bias, design bias (starting point bias and 

vehicle bias), hypothetical bias, yea-saying bias, strategic bias (free-riding), 

substitute sites and embedding effects (see Bateman et al., 2003; Hanley et al., 

1998; Boxall et al., 1996). 

The CE method was initially developed by Louviere and Hensher (1982) and 

Louviere and Woodworth (1983) in the marketing economics and 

transportation literature. More recently it has been applied in the field of 

environmental economics for valuation of non-marketed environmental goods. 

Earliest applications are those by Adamowicz et al. (1994) on recreation and 

Boxall et al. (1996) on recreational moose hunting. More recent applications 

include inter alia Layton and Brown (2000) on climate change, Rolfe et al. 

(2000) on forests, Othman et al. (2004), Carlsson et al. (2003), Birol et al. 

(2006) on wetlands, and Birol et al. (2006) on home gardens.   

Application of choice experiment technique has become more frequent in other 

areas of economics as well. Recently the aim of damage assessment in 

litigation shifted from monetary compensation to resource compensation. 

Therefore identification and evaluation of the different attributes of a damaged 

good is required in order to design the preferred restoration project 

(Adamowicz et. al., 1998; Layton and Brown, 1998). Choice experiments are 

especially well suited for this purpose, and one could expect this method to be 

a central part of future litigation processes involving non-market goods. 

In a CE, as well as in a CVM survey, the economic model is intrinsically 

linked to the statistical model. The economic model is the basis of the analysis, 

and as such, affects the design of the survey and the analysis of the data. 

Realization of CE is best viewed as an integrated and cyclical process that 

starts with an economic model describing the issue to analyse. It is then 

continually revised as new information is received from the experimental 

design, the statistical model, focus groups and pilot studies, etc. Table 1 

provides an overview of some studies that used CE. 
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Table 1: Overview of Studies based on CE  

Title Description Results 

Christie et al. 

(2004): A valuation 

of biodiversity in the 

UK using choice 

experiments and 

contingent valuation 

Method. 

 

The choice experiment 

uses a fractional factorial 

design to combine 

characteristics of familiar 

species, endangered status, 

ecosystem functioning and 

cost. 

 

The implicit prices show 

the "marginal" WTP on 

average of moving from 

one level - the excluded 

to a higher level. For 

example, the value of 

£35.65 for "Famrare" for 

Cambridgeshire means 

that people were on 

average willing to pay 

£35.65 extra per year in 

higher taxes to move 

from continued decline 

in familiar species to a 

situation where rare, 

familiar species are 

protected from further 

decline.  

Das et al. (2010): 

Informing efficient 

solid waste 

management to 

improve local 

environmental 

quality and public 

health in West 

Bengal. 

101 randomly selected 

residents took part in a 

choice experiment survey. 

Data are analysed with 

conditional logit, random 

parameter logit along with 

interactions models. The 

best fitting random 

parameter logit with 

interactions model reveal 

that there is significant 

conditional and 

unconditional 

heterogeneity in residents‘ 

preferences for 

improvements in SWM 

services. 

According to WTP 

estimated from the 

CLM, households are 

WTP as high as Rs 9.6 

more per months to 

ensure the vats are 

collected twice daily. 

They are WTP further 

Rs 4.9 for covered vats 

and Rs 3.2 for covered 

collection trucks to be 

provided by the 

municipality SWM 

services. RPLM 

estimates are similar, 

though the average WTP 

for covered vats are 

insignificant. 
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Title Description Results 

Do and Bennett 

(2010): Using CE to 

estimate wetland 

values in Vietnam: 

Implementation and 

practical issues. 

917 respondents were 

selected from three zones 

and data are analysed using 

conditional and random 

parameter logit models to 

assess WTP for an 

improvement in wetland 

biodiversity. 

The average WTP for 

the proposed program in 

ha Noi and Ho Chi Minh 

city were USD 5.9 and 

USD 4.9 respectively. 

The benefit cost 

estimates suggests that 

the proposed wetland 

conservation programme 

would improve social 

welfare. 

Gordon et al. (2001): 

Assessing the 

options for the 

Canberra water 

supply: An 

application of Choice 

modeling. 

Choice modeling technique 

was implemented to 

analyse options of 

sufficient water demand by 

2050. 

The results indicate that 

respondents are willing 

to trade-off an increase 

in the household cost of 

water for assured water 

supply. 

Ali and Carlsson 

(2004): Evaluating 

the welfare effects of 

improved water 

quality using the 

choice experiment 

method. 

 

 

CE method was applied to 

find the welfare effects of 

improved health status 

through increased water 

quality. The study applies a 

random parameter logit 

model in the analysis and 

illustrates the richness of 

information that can be 

obtained from this type of 

model by estimating 

individual level  WTP. 

 

The estimated random 

parameter logit model 

shows that households in 

metropolitan Cairo have 

a positive WTP to 

reduce health risks 

related to water 

quality. The mean WTP 

concerning a 50% 

decrease in the short run 

health effect due to poor 

water quality, and a 

reduction in the 

probability of 

contracting waterborne 

diseases in the long run 

to 2% is found to be 

almost 15 Egyptian 

pounds per every second 
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Title Description Results 

month. This corresponds 

to around 2.6 percent of 

the mean monthly 

income. 

Birol et al. (2006): 

Using a choice 

experiment to 

account for 

preference 

heterogeneity in 

wetland attributes: 

The case of 

Cheimaditida 

wetland in Greece. 

 

A CE is employed to 

estimate the values of 

changes in several 

ecological, social and 

economic functions that 

Cheimaditida wetland 

provides to the Greek 

public. In addition to the 

conditional logit model, a 

random parameter logit 

model, a random parameter 

logit model with 

interactions and a latent 

class model are estimated 

to account for 

heterogeneity in the 

preferences of the public 

for the various functions of 

the wetland. 

 

For the best-fit LCM the 

mean WTP for the Low 

impact scenario is 

€107.56, whereas greater 

improvements in 

ecological, social and 

economic conditions in 

the wetland under the 

Medium impact scenario 

increase mean WTP to 

€116.49, and under the 

High impact scenario to 

as high as €134.46. The 

results reveal that there 

is considerable 

preference heterogeneity 

across the public and on 

average they derive 

positive and significant 

values from sustainable 

management of this 

wetland. The estimated 

economic benefits of 

sustainable wetland 

management are 

weighed against the 

costs of alternative 

wetland management 

scenarios. 

Jin et al. (2006): 

Comparison of 

contingent valuation 

and choice 

The study implemented 

double-bounded 

dichotomous choice 

contingent valuation 

The results show that the 

mean 

WTP derived from CVM 

is about 16.82 MOP 
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Title Description Results 

experiment in solid 

waste management 

programs in Macao. 

 

method (DC-CVM) and 

CE study that aimed to 

examine Macao residents‘ 

preferences for alternative 

solid waste management 

policy changes. 

 

(2.10 US$) per person 

per month with 

covariates and with the 

respondents indicating a 

zero WTP included, that 

is, using the entire 

sample. If, on the other 

hand, only respondents 

with a positive value for 

the new management 

program are included, 

the mean WTP will be 

higher, reaching up to 

19.20 MOP (2.40 US$) 

per person per month. 

The mean WTP for the 

new solid waste 

management program 

derived from CE  is 

about 20.48 MOP (2.56 

US$) per person. 

Source: Compiled by the author based on various sources listed. 

2.0 The Economic Rationale of Choice Experiment 

The basis for most microeconomic models of consumer behavior is the 

maximization of a utility function subject to a budget constraint. Choice 

experiments were inspired by the Lancasterian microeconomic approach 

(Lancaster, 1966), in which individuals derive utility from the characteristics of 

the goods rather than directly from the goods themselves. As a result, a change 

in prices can cause a discrete switch from one bundle of goods to another that 

will provide the most cost-efficient combination of attributes. In order to 

explain the underlying theory of choice experiments, we need to link the 

Lancasterian theory of value with models of consumer demand for discrete 

choices (Hanemann, 1984 and 1999). 
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An individual's decisions can be partitioned into two parts: (i) which good to 

choose and (ii) how much to consume of the chosen good. Hanemann (1984) 

calls this a discrete/continuous choice. An example of this choice structure is 

the case of a tourist deciding to visit a national park. The decision can be 

partitioned into which park to visit, and how long to stay. In order to obtain a 

value of a certain park, both stages of the decision-making process are crucial 

to the analysis and should be modeled in a consistent manner. 

In general, choice experiments applied to non-marketed goods assume a 

specific continuous dimension as part of the framework, in which a discrete 

choice takes place. By referring to the example above, one could ask for a 

discrete choice (which type of park do you prefer to visit?) given a one week 

(day, month) trip. In this case, the decision context is constructed so that it 

isolates the discrete choice, therefore allowing the individual to make a purely 

discrete choice. A CVM survey assumes the same specific continuous 

dimension since the objective is to obtain the value of a certain predefined 

program that includes a given continuous decision. Non-marketed goods are 

actually public in nature, especially in the sense that the same quantity of the 

good is available for all agents. In such cases, each individual can only choose 

one of the offered alternatives, given its cost. 

3.0 Choice Experiment: Concept and Approach 

CEs are samples of choice sets or choice scenarios drawn from the universe of 

all possible choice sets. The samples are drawn a priori according to statistical 

design principles in such a way that the overall CE consists of a set of choice 

sets that satisfies certain estimation requirements of certain forms of choice 

models (Bennett et al. 2001). CE comprises of the following elements- 

1) A set of fixed choice options that have explicit names. 

2) A set of attributes that describe potential differences in the choice 

options. 

3) A set of levels or values assigned to each attribute of each choice 

options to represent a range of variation in that attribute appropriate to 

the research objectives of a particular study. 
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4) A sample of subjects evaluates all or a subset of the choice sets in the 

total experiment and chooses one of the possible options available to 

be chosen in each set. 

The steps followed for proceeding with CE are as follows- 

Stage Description 

1.Selection of 

attributes 

Selection of relevant attributes of the good to be valued. 

This is usually done through literature reviews, focus 

group discussions or direct questioning. Sometimes they 

may be self-evident because of the nature of the problem. 

A monetary cost is usually one of the attributes to allow 

the estimation of WTP. 

2.Assignment of 

levels 

The attribute levels should be realistic and span the range 

over which we expect respondents to have preferences, 

and/or practically-achievable levels. 

3.Choice of 

experimental 

design 

Statistical design theory is used to combine the levels of 

the attributes into a number of alternative environmental 

scenarios or profiles to be presented to respondents. 

Complete factorial designs allow the estimation of the 

full effects of the attributes upon choices: that includes 

the effects of each of the individual attributes presented 

(‗main effects‘) and the extent to which behaviour is 

connected with variations in the combination of different 

attribute offered (‗interactions‘).  

4.Construction of 

choice sets 

The profiles identified by the experimental design are 

then grouped into choice sets to be presented to 

respondents.  Profiles can be presented individually, in 

pairs or in groups. 

5. Measurement of 

preferences 

Choice of survey procedure, and conduct of survey. 

Source: Bateman et al. (2003) 
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4.0 Survey Design and Administration 

Design of choice sets 

Correct specifications of the choice set from which individuals make their 

choice is critical to the successful conduct of CE (Bennett and Blamey, 2001). 

The objectives of a choice set design include: 

 To maximise attribute and task plausibility and realism from the 

respondents‘ perspective; 

 To identify and use attributes and choice alternatives that are relevant 

and determinant from the respondents‘ perspective; 

 To create and implement meaningful and acceptable tasks; 

 To balance task complexity with realism and response reliability and 

validity; 

 To identify attributes, choice alternatives and tasks that are relevant 

and determinant from a client‘s or user‘s perspective; and to develop 

and implement tasks with appropriate incentive properties. 

The alternatives that are presented to the respondents can be either labelled or 

unlabelled. For instance the base scenario or the status quo may be labelled as 

the current scenario and the alternatives as the improved scenarios. Further 

steps involve in determining the number of alternatives to be presented to each 

respondents in each choice set and the number of choice sets to presented in 

each questionnaire.  

The number of levels for the attributes that a researcher can use depends on 

 The number of levels needed to explain the hypothetical scenario 

 The size of the experimental design that one can afford 

 The need to specify non-linear attribute effects.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

The choice sets which are presented to the respondents carry a wealth of 

information that must be assimilated and acted upon. So care must be taken so 
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that the amount of information does not exceed the respondents‘ capability in 

answering them. On the other hand sufficient variations to the alternatives 

presented to the respondents must be provided in order to establish statistically 

the impact of attribute levels on the choices made.  

The focus group sessions at the initial level while pre-testing the questionnaire 

are the best way to introduce and explain the task of making a succession of 

choices from a series of choice sets. According to Layton and Brown (1998), 

choosing repeatedly is not necessarily a behavior that could be regarded as 

obvious for all goods. When it comes to say, choices made for recreation, it is 

clear that choosing a site in a choice set does not preclude choosing another 

site given different circumstances. However, in the case of public goods, such 

repeated choices might require further justification in the experiment. 

Experimental design 

Experimental design is concerned with creation of the choice sets in an 

efficient way, i.e. how to combine attribute levels into profiles of alternatives 

and profiles into choice sets. To elicit respondents‘ preferences all the possible 

combinations of attribute levels should be presented to them.  

A design is developed in two steps: (i) obtaining the optimal combinations of 

attributes and attribute levels to be included in the experiment, and (ii) 

combining those profiles into choice sets. A starting point is a full factorial 

design, which is a design that contains all possible combinations of the 

attribute levels that characterize the different alternatives. A full factorial 

design is, in general, very large and not tractable in CE. Therefore we need to 

choose a subset of all possible combinations, while following some criteria for 

optimality and then construct the choice sets. In CE, design techniques used for 

linear models have been popular. Orthogonality in particular has often been 

used as the principle part of an efficient design. The standard approach in 

marketing, transport and health economics has been to use orthogonal designs, 

where the variations of the attributes of the alternatives are uncorrelated in all 

choice sets (Alzipar et al., 2001).  More recently researchers in marketing have 
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developed design techniques based on the D-optimal criteria for non-linear 

models in a choice experiment context. 

The array of all the possible combinations is called ―full factorial‖. Suppose 

attribute 1 has three levels A, B, C and attribute 2 has levels X, Y, Z. Then the 

full-factorial would be AX, AY, AZ, BX, BY, BZ, CX, CY, and CZ.  

As the number of attributes and number of levels increase, the size of the full-

factorial grows rapidly to the extent that it become difficult for the respondents 

to comprehend. To overcome the problem a fractional factorial is done. The 

process of selecting a fractional factorial requires the orthogonality property of 

the full-factorial. 

The experimental designing can be illustrated with a case study of solid waste 

management (SWM) from Das and Birol (2010):  

The first step is to define the attributes of the SWM service. Following an 

extensive review of the literature on SWM, and the specific literature on SWM 

in India as well as study sites, focus group discussions and informal interviews 

with residents of the municipalities, and consultations with town planning 

experts, three attributes and their levels were identified. A pilot contingent 

valuation study was conducted to identify the bid range of the monetary 

attribute required for estimating the value of the SWM service attributes. 

Overall a simple design was envisaged to reduce complex choice tasks and to 

avoid respondent fatigue. The attributes and the levels are reported in Table 2. 

Table 2: SWM Service Attributes and Attribute Levels used in the Choice 

Experiment 

Attributes Definition Levels 

Frequency of 

vat collection 

Number of times a day the waste is 

collected from the vat. Currently vats are 

emptied once a day. Frequency of 

collection can be doubled to reduce 

excessive dumping and spillage. 

Once*, Twice 

 

Covered vats Whether or not the vats are covered. At 

the moment vats do not have covers. 

No, Yes 
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Attributes Definition Levels 

Uncovered vats cause littering of waste by 

stray dogs, bad odour, aesthetic 

unpleasantness and possible health risks. 

The vats can be covered by lids to prevent 

these problems. 

Covered 

collection 

trucks 

Whether or not the collection trucks are 

covered. At the moment waste collection 

trucks do not have covers. Uncovered 

trucks generate littering of the streets and 

bad odor, aesthetic unpleasantness and 

possible health risks. The collection trucks 

can be covered, to prevent these problems. 

No, Yes 

 

Additional 

municipality 

tax  

Increase in monthly municipal tax each 

household would have to pay for 

improvement in the SWM services. 

Rs. 2, Rs. 5,  

Rs. 8,  Rs. 15 

* Levels in italics indicate the status quo level.  

Experimental design techniques and SPSS Conjoint software were used to 

obtain an orthogonal design, which consisted of only the main effects, and 

resulted in 32 pair wise comparisons of SWM
 
services.  These were randomly 

blocked to four different versions, each with eight choice sets. Each set 

contained two SWM services and an ‗opt out‘ option, which is considered as a 

status quo or baseline alternative. Table 3 provides an example of a choice set. 
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Table 3: Example of a Choice Set 

Assuming that the following three waste management options were the only 

choices you had, which one would you prefer? 

 Solid Waste 

Management 

Service A 

Solid Waste 

Management 

Service B 

Current Solid 

Waste 

Management 

Service: 

Status Quo  

Frequency of vat 

collection 

ONCE A 

DAY 

TWICE A 

DAY 
ONCE A DAY 

Covered vats YES NO NO 

Covered collection trucks NO YES NO 

Monthly increase in tax 

(Rs) 

8 5 
0 

I prefer     Status Quo Option  

Analysing the Data 

The choice models of the data are generated by statistical routines in software 

packages such as LIMDEP. A straightforward way of the model estimation 

procedure is to use multinomial logit model (MNL). Under the MNL procedure 

the probability of choosing an alternative is modelled as a function of the 

attributes and the socio-economic characteristics of the respondents. 

More complex models involving non-linear forms and interactions between 

attributes can be estimated but care must be exercised in ensuring that the 

experimental design used as the foundation for the data collected is sufficient 

to the exercise. 

5.0 Advantages and Disadvantages of Choice Experiments Compared to 

other Economic Valuation Techniques 

Advantages 

CEs do a better job than contingent valuation (CV) in measuring the marginal 

value of changes in the characteristics of environmental goods. This is often a 
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more useful focus from a management/policy perspective than focusing on 

either the gain or loss of the good, or on a discrete change in its attributes. 

Since CE models are based on the attribute theory of value, they are much 

easier to pool with either site-choice travel cost models or hedonic price 

models than is CV. 

CE designs can avoid multi-collinearity problems in models based on 

variations in actual attribute values across sites which often troubles revealed 

preference analysts, where for example water quality, expected fish catch and 

scenic beauty might all move together. CE also has advantages over travel cost 

approaches in that whilst the latter is restricted to modeling choice over 

existing attribute levels, CE can be used to study preferences for attribute 

levels beyond the existing, like species re-introductions, water quality 

improvements, and changes in access prices beyond the range currently 

observed. 

CE may avoid some of the response difficulties in CV. For example, 

dichotomous choice designs in CV may still be subject to yea-saying despite 

improvements in design standards. Choice experiments avoid this problem, 

since respondents get many chances in the interview to express a positive 

preference for a valued good over a range of payment amounts. Open-ended 

CV designs avoid the yea-saying problem, but are viewed as facing 

respondents with a mental task which may be very difficult. 

There has been an extensive discussion regarding eliciting preferences for non-

market goods in hypothetical surveys. CE is less prone to trigger this type of 

behaviour than CVM surveys.  In a CE, individuals have to make trade-offs 

between several attributes, several of which may contain non-use values. It is 

in general more difficult to behave strategically in a choice experiment, when 

compared to a CVM survey. In a CVM survey the respondent "only" has to 

consider a single change in a project involving a certain payment whereas a CE 

consists of two to four alternatives, where each alternative is described by at 

least three or four attributes. The selection of all attributes is done under the 

premise that they are relevant determinants of choice behavior of individuals 

and the levels are set such that they imply meaningful changes in utility.  
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Another reason for the popularity of the CE is its practicality and relatively 

lower costs compared with other experimental approaches such as randomized 

experiments which are being increasingly employed in the development 

economics literature. As with CVM, most of the randomized experiments 

provide an assessment of the gross intervention impact rather than the impacts 

of particular attributes of a given intervention. Therefore they are not very 

informative about an additional improvement. In case of CE it is more suitable 

for understanding the acceptability or adoptability of new interventions 

policies. 

A particular strength of CE is its ability to generate estimates of the values of 

many different alternatives from the one application. Hence from one set of 

choice data the values of an array of alternative ways of re-allocating resources 

can be estimated.   Assessment of economic welfare thus involves an 

investigation of the difference between the well-being achieved by the 

individual under the status quo and some other alternative. It is therefore 

considering the marginal value of a change away from the status-quo. 

Disadvantages 

 As is the case with CV, welfare estimates obtained with CE are sensitive 

to study design. For example, the choice of attributes, the levels chosen to 

represent them, and the way in which choices are relayed to respondents 

may all impact on the values of estimates of consumers‘ surplus and 

marginal utilities. 

 It is more difficult for CE than for CV to derive values for a sequence of 

elements implemented by policy or project. Hence, valuing the sequential 

provision of goods in multi-attribute programmes is probably better 

undertaken by CV. 

Can Choice Experiments Solve the Problems of CV? 

CVM has been criticised as a means of eliciting environmental preferences by 

many authors, whilst practitioners have been very open about areas of 

sensitivity in applying the technique.  
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 Hypothetical Bias. The typical result in many comparative studies is that 

actual WTP is less than (and sometimes much less than) stated WTP. 

Whilst some would dispute what one takes as ―actual‖ WTP (for example, 

if the mechanism used to elicit real payments encourages free riding), this 

weight of evidence leads to the uneasy feeling that CV estimates are biased 

upwards due to the hypothetical nature of the payment commitment. Very 

few calibration tests exist at present for CE in the environmental context, 

but there is little reason to suppose, a priori, that it does any better than 

CV in this regard.  

 Insensitivity to Scope. This refers to the situation whereby the value of a 

good or change is not significantly different from the value of a more 

inclusive good or change. One of the recommendations of the NOAA 

panel (Arrow et al., 1993) was that CV surveys should include tests of 

scope, whereby one tests whether WTP values are sensitive to the quantity 

of environmental change being offered.  However, it is rare to find scope 

tests which allow one to observe WTP values across a wide range of 

environmental quantities, which would be desirable from the point of view 

of estimating demand curves. CE is expected to do better here since scale 

can be one attribute in the experimental design.  

 Sensitivity of Estimates to Study Design. Another common finding in 

CV is that bids can be affected by design choices, for example in terms of 

the choice of payment mechanism, the amount and type of information 

provided, and the rules of the market. There is not much evidence on 

whether CE does any better here, although it is quite likely that the way in 

which information is presented, and the type of information presented, can 

influence results in CE as much as in CV. 

6.0 Conclusions 

In the past few decades, the CE method has become popular among the public 

and private sectors in developed countries as a guide for efficient and effective 

decision-making. In the public sector, the  popularity of this approach can be 

attributed to its ability to capture the marginal economic values—costs and 
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benefits—of improvements in, or provision of, public goods and services. 

These values can in turn be used to conduct cost–benefit analyses that 

influence the design of sustainable policies and programs that enhance social 

welfare. In the private sector, this method is a frequently used market-research 

tool that helps in understanding the demand structures for private goods and 

services not yet on the market. 

As compared to the other stated preference techniques CE presents multiple 

choices to respondents where each choice involves the consideration of 

alternative resource management options, and thus providing a greater degree 

of public participation. The wider range of options motivate the people to think 

that they are being consulted earlier in the decision making process. 

The advantages of CE are that values for each attribute as well as marginal rate 

of substitution between non-monetary attributes can be obtained. Moreover, 

rigorous tests of internal validity can be performed. The success of a CE 

depends on the design of the experiment which is a dynamic process involving 

definition of attributes, attribute levels and customisation, context of the 

experiment, experimental design and questionnaire development. Important 

tasks in future research include improving the knowledge about how 

respondents solve a choice experiment exercise and if preferences are 

consistent over the course of the experiments. Furthermore, the choice sets 

created by the chosen experimental design strategy have an important impact 

on the results. Given its strengths compared to other valuation techniques, CE 

has the potential to become an important tool for the decision makers in 

developing countries also as it has been the case with their counterparts in the 

developed countries. 
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