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ABSTRACT

Benefits transfer method (BTM) uses economic data collected in a specific temporal and spatial
situation to draw results about the value of goods and environmental services in another situation.
One important consideration in the use of BTM is the validity and reliability of the method in
estimating the error. Accordingly, the present study compared the entertainment value of the
Sardab Rud River in Chalus, Iran estimated by BTM and main valuation by the contingent method
to find out the error of BTM. The error is usually measured by convergent validity test. According
to this test, the error is measurable when the main valuation research is carried out in a new
location and is compared with the values derived from benefit transfer. In this study, It was found
that the consumers’ mean willingness to pay for each recreational visit in the Sardab Rud River was
estimated at 57679 IRR by BTM and 59,041 IRR by CVM (the main research in a new context) per
family in 2014. Thus, BTM exhibited an error of 2.34%. Given the scientific validity of the
previous study, this error is mainly caused by the error in the transfer of benefits and the
measurement error has a negligible role. This low error implies the high reliability of the method.

Keywords: Benefit Function Transfer, recreational value, error of contingent valuation, aquatic
resource

Introduction

Benefits transfer method (BTM) uses economic data collected in a specific temporal and spatial
situation to draw results about the value of goods and environmental services in another situation.
For policy makers, regulators and natural resource managers, the resources necessary for original
empirical resource valuations are often unavailable. A common alternative to original valuation
studies is the practice of benefit transfer. The methods used for transferral can be broadly
categorised into two types: value transfer and function transfer. One important consideration in the
use of BTM is the validity and reliability of the method in estimating the error. Accordingly, the
present study compared the entertainment value of the Sardab Rud River in Chalus, Iran estimated
by BTM and main valuation by the contingent method to find out the error of BTM.

Materials and Methods

To examine the validity and reliability of BTM, its error was empirically measured. It is usually
measured by convergent validity test. According to this test, the error is measurable when the main
valuation research is carried out in a new location and is compared with the values derived from
benefit transfer. Three important sources of error can be distinguished:
1- The error incurred when estimating the original unit value (measurement errors)
2- The error incurred when transferring the original unit value to the new policy context (transfer
errors)
3- The error incurred when aggregating the transfer unit value to the whole population of
beneficiaries and calculation of the Total Economic Value (Aggregation errors)

To use benefit function transfer model, it is necessary to replace the mean values of the
independent variables of the model like income, age, and educational level pertaining to the
location intended to be valuated (the Sardab Rud River) in the benefit function already estimated
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for the previous location (the Chalus River). Then, the new values to transfer are calculated by

integrating the area bounded by the curve of consumers’ demand in the range of 0 to the maximum
bid.

__ ymaxB . _ max B 1
E(CU'CC) - .Jrg. G(B‘C{)dﬂ -Jrl} (1+exp£—|::n+l:=-_3:'}) dB (1)

Where CV is compensating variation, E (CV]a) is Conditional mean compensating variation
(mean of wilingness to pay), B is bid amount, G is distribution function, a is distribution function
parameters, a 1 is coefficient estimated for bid function on function of study site and a O is original
(or grand) constant which is computed as the sum of the estimated constant coefficient of study site
plus the aggregation product of the other explanatory variables times their mean values in policy
site. Also, the Sardab Rud River was valuated by contingent valuation method (CVM) and a
dichotomous two-dimensional questionnaire using Logit model estimation.

Results and Discussion

It was found that the consumers’ mean willingness to pay for each recreational visit in the
Sardab Rud River was estimated at 83,000 IRR by BTM and 59,041 IRR by CVM (the main
research in a new context) per family in 2014. Thus, BTM exhibited an error of 41%. Given the
scientific validity of the previous study, this considerable error is mainly caused by the error in the
transfer of benefits and the measurement error has a negligible role. Given the proximity of the
Sardab Rud River and the Chalus River and the high socioeconomic similarity of the visitors of
these two rivers, it seems that high inflation rates in Iran in 2012-2014, were responsible for the
considerable error of BTM. The evidence for this claim is the use of the high value of the
maximum willingness to pay (106,500 IRR) in BTM. If the actual value of the maximum
willingness to pay (derived from CVM questionnaires) had been used in BTM, the mean
willingness to pay would have been estimated at 57,600 IRR in which case the error would have
been as low as 2.3%. This low error implies the high reliability of the method.

Conclusions

The use of BTM cuts the costs and time needed in the research on the valuation of natural
resources. Given the validity of the already done study that was used in the present work, the
precision of research results needed by users, and the significance of its impact on decisions, it can
be said that the valuation based on BTM can be used by the researchers of the natural resources and
environment economics.
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Maddala R? = .56
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