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1. Preface
All around us we see the remains of the past. This includes not only what lies stored in museums for us to admire, but all that we see in our built environment. That means everything from the old ruins from a long forgotten past, carefully preserved monuments, buildings that are still being used today and not-so-old architecture of the last decades. Our surrounding is therefore full of all these historical objects. However, even if we admire and appreciate those historical remains, we will still want to improve the environment and built new things. It is therefore practically impossible to preserve all the historical remains. Just imagine a city like Rome; with all the Roman heritage they would have no place left to built new things. 

This introduces us to a problem with difficult considerations. How to make the decision which historic objects to preserve or renovate and which to replace with new constructions? Instinctively we know that when we make this decision we should take into account that those historic remains have a historic value that is more than just the worth of the object. This does not just hold for beautiful old ruins, castles and palaces which we admire and visit on our vacations, but for all historical objects, even those less old or pretty. 

For the policy on preserving our heritage we need more exact knowledge on the historical value of the objects. We can’t make a decision based on the costs and benefits using a instinctive feeling about the historic value. This thesis will therefore research how economic science can help solve the problem finding the historic value, and will question if economic valuation is a desirable method to help with the decision-making. Accordingly, the central research question will be: What are the possibilities and what is the desirability of economic valuation of historical objects?

For this end, this thesis will start with a theoretic background of the problem. It will describe the characteristics of the historical objects which are important for understanding the origin of the problem. This part will show why valuing historic objects is so problematic. It will research how the problem fits in the general economic theories on valuation and where these theories are inadequate for the valuation of historical objects. The second part of the thesis will focus on this possible solutions to the problem. It will describe how the methods can be used for the valuation of historical objects and examine the pros and cons of the methods. The third and last part of the thesis will research the possibility and desirable of using the methods described in the valuation of historical objects.
The scientific literature has recognized the same problem regarding the valuation of the natural environment. They have focused on finding solutions to value the environment with economic methods. In this debate there has been very little attention for specific problems regarding the historical value of our heritage. This paper will therefore also use the literature from the ecologic debate and question if the same theories and methods will apply for the problems regarding the historical value.

The thesis will mostly be based on a literature study examining possible valuation solutions. Using this literature the thesis aim is to form conclusion for using the methods on historic objects. 

This thesis will have a theoretic focus. It is not my intention to describe, evaluate or judge the current policy towards historic objects and its valuation. This thesis will therefore not contain much practical cases and examples, since reviewing the actual situation lies outside the theoretic scope of the paper.
2. The problem
This chapter will research the theoretic background of the problem. It will show the importance of knowing the value when making decisions regarding the historic remains, and give the theoretic support of the problems that belong to this process of valuation. To this end, the chapter will start with a characterization of the historical objects and define the subjects of the problem in the thesis. The next part will focus on origination of the problem, and examine why there arises a problem when valuing historical objects. The next chapter continues with a dissertation on the possible solution(s) to this problem.
Characterization of historical objects
Before the thesis will concentrate on the problems arising by the valuation of historical objects, the chapter first focuses on describing the subjects involved. This part will define the historic objects.

Subsequent to the preface, when the thesis speaks of ‘historical objects’ it refers to all historic remains. This stands for all that is in the built environment, from the very old to the more newer constructions. Is also includes the remains stored in museums. The most important characteristic that defines these historical objects is that they have value because of their historic nature. They are our heritage from a period in history, and therefore have extra historical value.

There are many historical objects that are in private property, like old family heritage or historic artworks. Although these objects have historic value too, they are not included in this paper. The need for the valuation of historic objects, for the making of public decisions regarding which remains to preserve, is not relevant for objects in private property. Also the problems that arise when valuing these remains, where the chapter will focus on next, do not occur by privately owned objects. These objects in private property therefore lie outside the scope of this thesis. This leads to the assumption that the historic objects that are the subjects of this thesis are public or quasi-public goods. The definition of public goods is that is has to be non-rival, meaning no extra resource costs for another person using it, and non-excludable, meaning that it is (almost) impossible to prevent somebody from using it.
 These definitions do not always hold for all historic objects. For instance, the buildings and constructions that are still being used today are excludable, not everybody can walk in and out there. But what is important, is that the historic value is there for everybody to admire. That can be by visiting the site, by reading about it, seeing it in television or just knowing that it exist. 

An essential feature of historic objects is their uniqueness, which means they are non-reproducible.
 Even when there are many similar remains, each of them is unique in the time it was created, the place it is located and small differences. For these objects to have historic value, it is necessary that they do not perish or can be preserved. Off course, historic buildings can be duplicated and classic paintings fake copied, those objects however do not have the historic value the original exemplars have.
 Also, it should be noted, that the uniqueness described here is actually a relative term.
 Some people might consider all monuments from the 15th century to be more or like the same and not recognize the uniqueness in each. Since we suppose the remains to be (more or less) unique, it means that the loss of each object is irreversible.
Since we will be using literature and methods that were originally created to value environmental objects, it is interesting to compare the historical objects to the environmental objects. An important similarity between historic en environmental objects is that both have extra special value. Respectively the historical value, for we value them more because they are our heritage and the remains from our past, and the nature value, because we valuate environmental object for the green they provide and the animals that can live there. A clear difference is that historic objects are cultural and human build, where environmental objects are natural and not built by humans. However, there is a more essential difference. Despite the relativity of the terms uniqueness and irreversibility, we supposed all historic objects are both. This is not the same for environmental objects. There is some very unique and irreplaceable nature, like a unique environment or animals threatened with extinction. But in the long run, we assume many environmental objects can be replaced by new planted greenery. Therefore are historic objects defined as being more irreplaceable.
The problem of valuation

The problem regarding the valuation needs a twofold dissertation. The first question that will be addressed is why is it important to know the exact (historic) value of objects? The second part focussed on the problem why the valuation of historic objects is difficult.
Accordingly to the preface we need to have specific information regarding the economic value of historic objects to use for the decisions to make on the policy for conservation. There is a need for this decision since the resources for conservation are limited.
 First, there is the problem with the ground. If we were to decide to conserve all historic remains, we would have no place left to built. The limited ground makes the opportunity costs for conserving monuments too high. Secondly, there are limited resources as to the money needed for preserving or renovating the remains. Since there is not enough money to restore en keep all monuments, decisions need to be made which monuments will receive the monetary aid. If a monument needs a very expensive restoration, do we want to spend the money to save the building or spend it to save other monuments. These limited resources show the need for decisions to be made about which historic objects to preserve or renovate and which to replace with new constructions. The most obvious economic tool to use for this decision is the cost-benefit analyse. For this analyse to be used, there is a need for exact knowledge of the benefits of the objects. The historic value of the remains should therefore be valuated in economic, monetary terms.

That introduces the second part of the problem, because this value is hard to determine. Normally, the value of a good is established on the market of the good. On the market, the demand and supply of the good determine the price in the equilibrium. This is the price the consumer has to pay. This price shows the value the good has according to the consumer, since the price is what the consumer was willing to pay to satisfy his needs and preferences.
 This standard economic model can unfortunately not by applied to historic objects. That is the difficulty in the valuation of the historic value, the normal methods can not be used. That leaves the question, what is it about these historic objects that we can not determine their value this way? There are several reasons as an answer to this question. First, the historical objects are not traded on any market, where a price can be formed. For tourist historic attractions the price that has to be paid for the ticket for the museum or site shows us some value. But not all monuments are open to the public. The historic objects were defined as public goods, and there does not exist a market for public goods. Due to the fact that there is no market where the goods are traded, we can not determine the price of the good this way and this can not be used as the method to find the value of the good. The second reason why normal economic theory can not by used for the valuation of historic goods, is that a large part of the value of this goods consist of non-use value which influences the actions of individuals different than normal economic goods would.
 Since consumers do not show by there actions how much they value the non-use value of the objects, it is hard to measure for economist. These non-use values are a special kind of what economic theory calls externalities. It is the value of a good to an individual when he is not using the good.
 The historic object can have value to an individual just because the individual knows about, or reads about it in a book, or will maybe plan to visit the monument it in the future. According to J.A. Hausman and P.A. Diamond the non-use value can be divided into three categories.
  First, the non-use value from an individual’s own use of the good. This is the value of an object to an individual related to the future use of the object by that individual. This means that an historical site has value to someone because they might want to visit it in the future. This is not only the expected value of the expected future uses, but also includes option value.
 This is how much people value the opportunity to go in the future, even if they might not end up visiting after all. The second category is the value related to others using the object. This is an altruistic value, that includes the use from others now but also the benefits for future generations. The last category is probably the most important and relevant to this thesis. It is the value an object has to people, unrelated to human use of this historic object. This means the value for just knowing about the existence of the object, and finding it important to preserve. Because the actions of individuals do not show how much they value these aspects, it is difficult to measure those benefits when making a cost-benefit analyse for decisions regarding the object. 

3. The possible solutions
Theory
The previous chapter showed that is was difficult to determine the value of historical objects to use in cost-benefit analyses. However, for making a decision regarding the preservation of monuments, knowledge about the value is still needed. This chapter will examine possible solutions for the problem of determining the value. 
To recap, the value of a good is normally determined by taking the price a consumer is willing to pay for satisfying his needs and preferences. The use of this market price was no possible method for historical objects, so this chapter will examine different ways to find the value of non-market goods. To this end, two different methods to find the preferences of costumers can be distinguished: the methods of revealed and stated preferences. The revealed preferences methods shows the preferences by observing the behaviour of individuals, while the stated preferences methods does not use observable behaviour but uses information individuals give while answering questions.

This chapter will look into three possible solutions for valuing non-market goods, which are used most in the literature regarding valuation problems. Two of those use the revealed preference method, namely the hedonic pricing method and the travel cost method. That last one uses the stated preference method, this is the contingent valuation method.
The hedonic pricing method calculates consumer preferences by looking at the effect non-market goods have on the market prices of other goods.
 By example, looking at housing prices to determine how individuals value nearby water, nature or other environmental elements. By using the prices of goods that are traded on a market, this method overcomes the problem that the objects we want to value are not traded on any market. Still, this is a method that is not used much. Not only for historical objects, but even for the valuation of environmental goods the method is only scarcely used. There are some articles that express the opinion that the method can be very useful when valuing air and water quality, and it is therefore a pity it is used so little.
 Even than, it is likely that this method is more relevant for valuing environmental objects than it is for valuing historical objects. Taking the house prices as example, people would probably be willing to pay extra to live in a green and natural environment, but living next to a historical monument is presumably less likely to have much effect on housing prices. Another problem this method has for valuing historic objects, is that it does not take into account the non-use value of the objects. It still only calculates a partial value, since the historic objects have also value for those living for away from it.

The second method for valuating non-market goods is the travel cost method. This method determines the preferences of consumers by looking at the travel costs they are willing to spend to visit the site.
 This travel costs includes both money and time. It is important to study which sites are visited for what cost, and also how many times people visit. The method is used mostly to determine the effect on value by a change in the site, like a good improvement or a bad destruction.
 The change in value because of such a alteration is calculated by looking at the changes in the quantity in visits and substitution of visits to other sites. This application is also interesting to use for the valuating of visits to historical and archaeological sites.
 This method is however not perfect in calculating the value. It leaves out the value it holds to non-visitors, so it does not take in the non-use value in the calculation.

The contingent valuation method is the third possible method, and the only one using a stated preference method. This methods overcomes the problems of the objects being not traded on a market and having a significant non-use value. What this method does for a solution is creating a hypothetical market.
 It calculates the preferences of individuals by the answers they give on questionnaires asking how much objects and attributes are worth to them.
 The method is mostly used for valuing environmental goods, but there are no clear objections why it would not work for historical objects as well. The positive of this method is that it calculates a total economic value, so including the non-use value.
In comparison, the hedonic pricing method and the travel costs method do not include the non-value in their calculations, while this is included in the contingent valuation method. Since we stated that the non-use value is highly relevant when valuating historic objects, the thesis will from now on focus on the contingent valuation method. Since it is not sufficient to use this method just because it is the only one that includes non-use value, the thesis will critically examine the method in the next chapter.

Moreover, there are also articles that state possibilities for a combinations of methods, by example combining the travel cost method and the contingent valuation method.

The evolution of the contingent valuation method 

This chapter will end with some more information on the method this thesis will examine. Therefore we will focus now on the history and evolution of the contingent valuation method and the actual usage on real valuation problems.
The contingent valuation method was developed to measure the worth of natural resources.
 Before than, there was no way to tell the use-related value of nature. The studies on contingent valuation started back in the 1960’s.
 They continued in the 1970’s, but it was not until the 1980’s and 1990’s that the number of studies on contingent valuation really exploded. The studies have had much influence on the scientific progress regarding valuation problems, especially for passive-use values. Almost every article published about passive-use value uses the method of contingent valuation.


In the 1980’s the method became integrated into the decision-making process, since it ensures both use and non-use values would be considered when making decisions. The first time the contingent valuation method was used to actually determine a real payment was in 1989.
 Here the aspect of determining the value for environmental change was important, in this particular case it was a negative change with the destruction of nature and death of animals. On 24 March 1989 the oil tanker Exxon Valdez got an accident by Alaska and lost 11 million oil in the sea. As a result, over a period of six months, over 36.000 sea-birds, 1.000 sea otters and 150 bald eagles died.
 The contingent valuation method was used to calculate the compensation payment, including both damage in use and non-use values. The damage of the non-use value was calculated to be 2.8 billion dollar. This colossal amount made the Exxon company question the method used to valuate to damage to non-use value. The calculated amount also aggravated the academic debate regarding the validity and reliability of the method. This debate is exactly what the next chapter will focus on, looking into the method and the opinion regarding the method.
4. Methodology

This chapter will look more extensive into the method of contingent valuation, to express the opinions in the debate about whether contingent valuation in a good method to use in valuation problems or not. To this end, the chapter will start with a more descriptive part, and explain how the method works and is performed. After this, the chapter will focus on evaluating the methodology, and describe the various opinions scientist have about the validity and reliability of the method.
The method of contingent valuation
The contingent valuation method calculates the value of a good by asking consumers for their preferences. The method defines the value as the price people are willing to pay for a project to change or preserve the good.
 On the other side, the value can be derived from the amount people are willing to accept for a damage or loss of the good.
In theory
The theoretic construct of the willingness to pay, ‘WTP’, is based on the utility model of consumers. Basically this means people are willing to pay for a project if it increases their utility, towards the amount that paying for further improvement of the good wouldn’t increase their utility. Lets assume that consumers have the following utility function:
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Here, u is the utility level; h is the quality and state of the object to be valued; x is the usage of the object, as for example the recreational trips; and Z is the collection of al other (market)goods. In this function the utility derived from objects is divided into use and non-use value. The x represents the use value, for example the trips, and h is the non-use value. Even when someone doesn’t derive any value from using the object, so for example he doesn’t visit it and x is therefore zero, the object still holds existence value trough h.
 Since we are looking at the willingness to pay, the next step is an expenditure function which shows the minimum amount needed to reach a certain level of utility. This expenditure function is:
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Here, e is the minimum amount needed for achieving utility level u*; p is the price of x, and can for instance be measured as the travel cost for a trip. The meaning of h stays the same, and we assume that the price of Z, all other goods, is constant and therefore left out the formula. The derivative of this expenditure function with respect to the price of historical object h, gives the Hicksian demand function.

The WTP is the monetary difference between expenditure function of the status quo situation and the expenditure function of the project that is being valued in the study. We can put this in a formula for WTP:
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In this formula, the u[*] is the desired level of utility, h[0] is the quality of the (historic) object when nothing is done and h[1] is the quality of the (historic) object when the (renovation) project is realised. It follows that h[1] holds more utility to the consumer than h[0]. Because the renovated objects provides more utility to the consumer, the consumer can reach his desired utility level with lower expenses on the other goods. While as the project is not realised, and the status quo situation holds, the consumer has to spend more on the other goods to reach his desired utility. The difference in these two situations between what the consumer has to pay on other goods to reach the desired utility level is the amount he is willing to pay on the (renovation) project of the (historic) object.

In practice
The need for a economic valuation of historic objects usually comes from two factors. First is the need to make public decision on projects regarding the historic objects, this could be to renovate or to preserve. The second factor is the scientific interest in the economic value of the historic object. 


For the first factor there is a possible project that has to be decided on prior to need for a contingent valuation study. This project is likely constructed by experts on the object, who can estimate the cost and have knowledge on the way the project is carried out. Logically, if the project regards a object with clearly less value than the cost of the problem, a contingent valuation study might not be needed and the experts can also decide on the value. Undertaking a contingent valuation study is a costly method, so only used when necessary. The United States are a precursor in using the contingent valuation method for determining the value of (environmental) objects.
 But, by example in the Netherlands, there are also governments that have little attention for monetary valuation methods. Decisions are made by majority voting, and cost-benefit analysis are not considered very important here.
 In this case, it is mainly the second reason why surveys are taken. For this second scientific reason no direct use of the outcomes of the study is needed. The study can be undertaken to collect knowledge on the value of the good or test the used method.

After the need for a contingent valuation survey is clear, the survey is taken. In the contingent valuation survey the respondents are asked how much they are willing to pay for the project that changes the state of a (historic) object, or how much they are willing to accept for a loss. The questions can be asked open-ended or closed-ended. An open-ended question would look like “How much are you willing to pay for projectX?”, a closed-ended question on the other hand would ask “Would you be willing to pay X€ for projectX?”.
 The results are a continuous versus a discrete variable. The closed-ended questions presumably have the preference. Alternatives could be the format in which several amounts are presented for the respondent to chose from, or a succeeding format where the respondent is presented with an amount the interviewer can raise or lower depending on the answer.

A typical survey will start by giving background information on the object valued, followed by information on the changes aimed for in the project and the way money would be obtained.
 After this information, the respondents are asked about their willingness to pay. The survey ends with follow-up questions to check the answers and gather information on the respondent.


After the survey is taken, the next step is to calculate the results and estimate a bid curve.
 Unwanted answers, like outliers or protest bids, are left out. Estimations are made of the determinants of the bid curve. These determinants show the relationship of certain economic variables and the stated WTP. These economic variables could be income, age, family size, sex, education level etc. 

The last step in the contingent valuation study is to aggregate the value of the researched object. Here we have to move from the individual WTP to the total population value. This is normally done by taking the calculated determinants of individual WTP and using statistical methods, similar to regression analysis, to extrapolate these determinants to the total population and the corresponding public value.

Method assessment
This part of the chapter will focus on the possible critiques on the contingent valuation method, and will handle some of the questions scientist expressed regarding the methodology. It will treat the questions divided in several subjects. First, we will focus on questions regarding the content of the survey, secondly, on the assumptions of the respondents. Next, we will look at the questions that arose from analysing the results of surveys. And at last, we focus on the problems regarding the process from individual WTP to public valuation. All these together will give a good representation of the issues on the validity and reliability of the methodology. This part has not the intention to give a clear conclusion on the methodology, but only to inform the different opinions and critiques that exist for contingent valuations studies. The next chapter will study the consequences of these views for using the method when valuing historical objects.
Questions regarding the survey
The most important issue with respect to the survey is the information given to the respondents. The central question here is how much information should be given in the survey. It is widely accepted that some information should be given to respondents, because it would otherwise be impossible for them to state the value.
 It is sometimes compared to the information respondents have when valuing and buying market goods. There are however many differences, consumers can make their own decision when choosing how much information to gather for market goods. In this respect, for economic theory information is just a normal good.
 In a contingent valuation study the interviewers choose the amount of information. It has been claimed that this has some important consequences. For example, a study concluded that the amount of information influences the WTP level, especially when non-use value are included.
 More information could lead to a higher WTP. Another possible problem is that biased information can influence the opinion of the respondents. The question can arise if it is necessary for respondents to have complete information.
 It is arguable that consumers do not have complete information when making decisions in private live, so therefore it would not be needed when valuing non-market goods. The decisions on the future of our heritage are however of different calibre than decisions on private spending. Different opinions exist for the problem of accepting uninformed views for important decisions, or the risk of influencing the outcomes by the information given. Seeing these major consequences of the information giving, this is a delicate question of a contingent valuation study. It should be kept in mind that the information might influence the outcomes of the survey.

In this respect it would be interesting to look into the difference between environmental and historic objects. We can assume that people are more familiar with environmental objects than they are with historic objects; we have trees, parks, lakes etc. all around us in normal day life, but only visit monuments on special occasions or vacation trips. When it comes to valuing both objects, this means people are likely to have more information on the environmental objects and less on historic objects. The problem how much information to give during the contingent valuation survey is therefore more relevant when valuing historic objects. This question is less problematic for environmental valuation. This makes setting up a contingent valuation study for environmental valuation easier than for historic valuation, and should be considered when adapting this environmental method for valuing historic objects. 
Questions regarding the respondents
The contingent valuation study is based on several assumptions from economic theory about consumer behaviour. For the contingent valuation study to have valuable outcomes, these assumption on the respondents must be true. 


The contingent valuation method is grounded on the economic theory that basically assumes objects have value to people, and that those values are expressed in consumer preferences. With respect to non-market public goods that are valued in contingent valuation studies, these assumptions are not unequivocally true.

The first issue regards the preferences of consumers, which represents the value of the goods. The theory of articulated value assumed people have well-formed preferences on any good and can state these preference directly when asked about.
 This statement is questioned when it comes to the subjects asked about in contingent valuation studies. Research on respondents reasons to answer specific amount showed clear indications that people did not have these articulated preferences.
 The question arises if non-market goods hold value to consumers. This would fit the theory of basis values, that stated that people only have well-defined preferences for familiar goods.
 For less familiar objects, such as non-market goods, people must construct their preferences when they are asked about the value. We can assume that if answers show the constructed values, that these hold less value to the study and are sensitive to the characteristics of the survey.
 In this respect, the previous question becomes even more important, since the information giving might be the only thing the respondent bases his preferences on.

Coherent with the first issue, the second problem asks if it is reasonable to expect people to be able to express the value into a monetary amount. The problem is that the contingent valuation study asks for valuation of objects people are unfamiliar with buying and using. By market goods people develop values by regularly buying and using the goods. Consumers have however no experience in making decision involving non-market goods. This unfamiliarity makes that people might have no meaningful values for those non-market goods.
 Some do not agree with this claim, stating that the unfamiliarly is exaggerated and the study can give the necessary information.


For these two issues the difference between historic and environmental objects is again interesting. As we noted, people are probably more familiar with environmental objects than they are with historic objects. This means that both these two issues are likely to give more problems with historic valuation than they are troubles for environmental valuation. Since people are less familiar with historic objects, they would have more problems stating their preferences and giving a monetary value.
The third problem arises because we don’t know with which motivation the respondents answer the questions. They are hypothetical questions, so we can assume that we get hypothetical answers and people might have incentives not to answer truthfully. Lots of studies have been undertaking with the intention the find peoples motivation when answering contingent valuation question. This can be done by for example get respondents to think aloud when answering questions, and deducting their incentives from what they say.
 These studies show that people find it difficult to answer contingent valuation questions, and that their answer do not always represent the value of the good.


Some respondents deliberately answer incorrectly and give false numbers for their WTP, because they assume that what they answer effect the policy on the good asked about.
 With this way of thinking, people might chose to answer higher if they think that will help preserving the object. On the other way around, people could also deliberately answer with low numbers, to bring down the importance of the object.

Respondents may be motivated to show in their answers something else than the value of object.
 They may give high numbers to show that they care about the environment or heritage. Another motivation could be that they give the socially desirable answer, to not admit they may not care so much. Respondents could also be motivated to answer what they thought the interviewer wanted to here.

What all those studies show is that respondents can have many different motivations when answering contingent valuation question, other than just stating the value the object holds to them. Besides the respondents who have to incentives to not answer truthfully, there are also those respondents who find the questions so difficult to answer they just guess an answer.
 Since answers may reflect something else than value, the researchers should be careful when interpreting the answers.

The last problem when it comes to the respondents is that they might focus too much on themselves and not about others or future generations. Since both environmental and historical objects clearly hold value to others and to the future generations, is it important to know if the stated WTP includes those values. Studies on this subject have been inconclusive. They could not conclude respondent did not care about future generations, but could also not conclude that they did care.

Questions following the results of the studies
The following problems arose when researchers studied the results of contingent valuation studies and came to see some unfitting and strange results that suggested the contingent valuation studies are not valid and reliable.

The first question in this category concerns what has been called embedding effects.
 This effect means that there are no significant differences in WTP between two projects that concern the same subject, but are completely different in scale. When it is asked to different groups how much people are willing to pay for project A, which saves one particular historic building, and how much people are willing to pay for project B, which saves a large group of those historic building, we would expect different outcomes of WTP. Since the objects are completely identical except for their scale, it would be expected that people value project B for more than project A. Studies show however, that this is not the case, and the WTP does not significantly differ.
 This effect could be explained by various factors.
 First, people might have trouble overseeing all possible projects in comparison with their disposable income. Therefore, they could value a relatively small project too much, and not express the value of the greater project in the same proportion. Secondly, people might misunderstand the question, and therefore assume they have to value the larger, overall problem. Thirdly, they could be motivated to state a high WTP for the small project to declare that they find the problem important.

There are some problems that are closely related to the embedding effects, those are the sequencing effect and the adding-up effect.
 The sequencing effect describes that when several project are being valued in the same study, those goods that are valued later in the study, are valued less then they would have been if they are valued in the beginning of the study. The adding-up effect focuses on a good that is valued in different parts. For example, when good A is split in good B and good C, where B and C together are identical to A. The adding-up effect questions if the value of B and C together equals the value of A, as would be expected. Studies have shown that this is the case, and splitting an object in different parts holds a valid study.

The second issue when analysing the outcomes of contingent valuation studies is the endowment effect. The endowment effect is the significant large difference between the WTA, when objects gets lost or damaged, and WTP, when preserving or saving the object.
 We would expect that the WTP and WTA for comparable situations would be more or less the same, but studies show the WTA exceeds the WTP.
 A possible explanation could be the effect of income, since the WTA is not limited by the budget constraints. This does not seem a valid explanation since WTA would be dependent on income, a poor person would want a lower compensation than a rich person since his marginal utility of income is higher.
 It is more likely that the higher WTA shows the loss aversion of the respondents.
The third issue that arises when studying the results is that most of the answers seem unlikely and unrealistic high. Most WTP are so high, that it would be a significant part of the households income and people would not be able to pay anything to support very similar projects. We can not assume that those amounts are reasonable and people would actually pay so much.
 It is therefore not surprising that studying the relation between stated WTP and actual donations shows that they differ much.
 It is an important question as to how much the stated and actual WTP differ, seeing that a little difference might have less impact on reliability of the method. A large difference makes the survey much less useful for decision making, since the stated outcomes are highly biased. Empirical evidence shows that the difference between the stated and actual WTP varies greatly, but that the stated WTP can be up to three or four times the actual WTP.
 This is clearly a significant difference, and is therefore a problem when using the method for public decision making or estimating donation proceeds. Since the difference between the stated and actual WTP varies between studies, sometimes it shows much more overestimation than during other studies, it is not possible to deal with this problem and try to overcome the overestimation.

The most important explanation for the overestimation in WTP is the hypothetical nature of the questions. People can state a WTP without actually having to pay it. When it comes to actual payment people consider different motives than when answering questions. The free-riding problem by public goods is presumably a problem that occurs with the actual payments. As we already described, people might have deviating motives for answering, that could result in overvaluing the object. This overestimating is in particular risky when implementing the results in decision making. It could result in an overprovision of public goods.

The free-rider problem is in this case an issue worth looking into more. Free-riding occurs when people do not pay as much as they are willing to pay, because they assume others will pay for the provision. The free-riding problem therefore only occurs with public goods. The historic goods valued are all public goods, so the free-riding problem could likely occur. This could be a explanation for the difference between the stated and actual WTP, as we assume people do not consider free-riding when asked for their WTP but only when there are actually paying for the good. But free-riding can also occur during the survey when the stated WTP is lower than what they actually would be willing to pay. Studies show both types of free-riding problems occur in significant size
, but I am unaware of studies that researched the actual size of the problem. There have been possible solutions proposed to overcome the free-riding problem. The solutions suggest that the contingent valuation method can deal with this problem by changing the way the survey asks for the WTP. For example, asking respondents for their WTP in a bidding game of possible WTP values is supposed to reduce the free-riding problem.

The fourth issue focuses on the results, that appear to be independent to theoretic relevant economic factors. It would be expected, for example, for the WTA to be dependent on the income of the respondent, but studies show that in many cases this does not hold.
 The same is true for other presumably relevant factors, such as household size, age and education level. Since those economic factors do not seem to have any influence on the outcomes, contingent valuation studies do not look economic sensible.
 This means that the results from contingent valuation studies tell less about the preferences of the respondents, as it looks like the outcomes are somehow non-responsive to relevant factors. It gives the outcomes a more or less random figure, which is not to be added up for the relevant population.

The last problem centrally focuses on the methodology in the study, and questions if the outcomes are not influenced by the formulation of the questions. For the validity of the study it is highly important that the outcomes can not be manipulated by how the interviewer asks the questions. Research on this issue has pointed out clear indications that the answers are influences by the way of questioning.
 This makes the answers less reliably, and also confirm the critique that people do not have well-defined preferences, since they show to be amendable by the questioning.
Questions when going from individual WTP to public valuation 

The last problem in the method assessment are aggregation issues that arise when going from individual WTP to public value. It is important here to emphasize the public nature of the goods, since the free-riding problem we discussed earlier could be a problem here too. Then the calculated public value would be biased from the actual amount the population would be willing to pay. 

Other issues that could occur by aggregating the WTP are problems with the determinants of the study.
 An example of this is the income distribution. The WTP does not only depend on the preference but also on ability to pay, so very rich people might be willing to pay much more for the projects. When extrapolating the outcomes of the contingent valuation study, large income disparities should therefore be corrected by an weighting of the incomes.

5. Analyse, the method for valuing historic objects
The criticism of the previous chapter was a general assessment of the contingent valuation problem, where most objections where aimed at the usage of the method for valuing environmental objects. There are however also specific objections for the method when being used to value historical objects. This chapter will therefore question the contingent valuation method specifically for the valuation of historic objects. 

This chapter will look at those objections divided in two categories: first possible problems that arise from practical shortcomings of the methodology, and secondly several moral objections to the method of valuation.
Practical objections
First, we will look into the practical objections for using contingent valuation to value the historic environment. As the criticism of the previous chapter argued, there are still many limitations and uncertainties regarding the method of contingent valuation. Even if not all accusations are true, there are still so many objections that we can safely assume we can not be sure that the outcome of a contingent valuation study is a hundred percent correct. Many studies therefore conclude that since we can not know if the outcomes are correct, and we can not tell how much they are off, we should not use the method when taking decisions regarding public money.


The assumption can be made that the outcome can be divided in two values.
 The first represents the use value, and this is the component can be accurately measured. The second value is the non-use value, the estimation of this value is at risk of a potentially large error.
 We should ask ourselves if we should include the estimation of the second value, when this estimation might be incorrect, or if is better to exclude this uncertain component. To put differently, it might be better to exclude the non-use value from the decision making process, than to use a potentially very wrong measure of the non-use value when making public decisions.
 A few advantages and disadvantages are relevant when making the decision whether to use or exclude the hard to measure non-use component.

Clearly, the advantage to include the non-use value into the decision making process is that better informed decisions can be made.
 That is, if the outcome of the method gives a non-use value that correspondents to the actual non-use component. That way, decisions based on cost-benefit analysis include all components of cost and value and therefore serve public welfare better. It should be noted that the possible benefits of this advantage depend on the size of the non-use component.
 When the non-use components is only a small part of the total value, including it into the decision making progress gives only small benefits. Excluding a small non-use value is often not bad for society because of its small size it will often not lead to incorrect decisions being made. Excluding a large non-use component on the other hand does lead to incorrect decisions much more often, and is more costly to society.

In the same way, the disadvantage to including the non-use value into the decision making, is that the possible errors in the method could lead to incorrect and worse decisions.
 When the outcome of the study is wrong, using a biased non-use value may distort the decisions. The risk of a possible biased outcome of the method is another disadvantage. The last disadvantage are the cost imposed with executing the survey.

If all the disadvantages are more than the possible advantages, the uncertain non-use value should not be included in the decision making process. It is of course impossible to know exactly the level of the advantages and disadvantages, so the decision whether to use or exclude non-use value is a difficult question.
Moral objections
Apart from the practical objections concerned with the inaccurate outcomes of the method, moral objections focus on the moral problems when using a measurement for non-use values. Regardless if the outcomes are correct or biased, these objections reject the monetary valuation of irreplaceable historical objects. The question here is if we should want to give a monetary value to historic objects, seeing that those objects are considered very important, irreplaceable and priceless. Many people who hold these objections feel troubled by giving our heritage a price tag. 

Another moral objection to the monetary valuation of historic objects is that the value becomes dependent on the income and wealth of the nation. The WTP, and therefore the public value, depends on among other the income of the respondent, respectively the population. Using the CVM a historic monument hold less value in a poor country than it does in a developed country. This could lead to underdeveloped countries losing much of there heritage and historic value. It could be said that the value of historic objects should be independent of the wealth of the nation.
In the previous chapter we concluded that the outcomes of a contingent valuation study are influenced by the way respondents answer to the questions. Here we argue that there are also moral objections by using the answers of random respondents to determine the value of historic objects. It is questionable if we want to let the historic value be determined by people who might have very little historic awareness. Many people have little knowledge about our history and our heritage, and therefore, the historic objects might hold little value to them. For those who are acquainted with the object and its history, the objects hold much more value. Those opinions are well-defined and well-informed, so a possible solution could be to let the value only be determined by experts and historians.
 

We concluded in the previous chapter that the amount of information influences the stated WTP. The answers of respondents could be influences by the amount of information they have or receive, where more information could lead to a higher WTP. We could consider experts and historians to have complete information in this regard. Choosing only experts to value the object, could be considered the same as given all possible information to the respondents of the study. Giving so much information could bias the outcome, and result in higher WTP. Therefore, the decision to let only experts valuate the object, could influence the outcome of the study. We saw that respondents could have different motivations when answering contingent valuation question, this is the same for experts. Experts might have reputation concerns, and give answers that presumably shows how much they know about the object. By example, they might state a high value so people think they know all about the valuable characteristics of the objects.

These possible problems when choosing experts to valuate historic objects shows that it is not a definite solution and could still result in biased outcomes. Therefore it is not a solution for moral objections to a uninformed valuation.

But even when the value is determined by experts who know about our historic heritage, the moral objections against giving a monetary value to the irreplaceable heritage still holds. These objections address a problem where people might instinctively agree with, but the objections also hold a big problem. If we are against giving a monetary value to historic objects, making public decisions about preserving our heritage becomes a matter of randomness instead of a clear cost-benefit analysis. This might lead to undesirable decisions regarding the irreplaceable heritage.
6. Conclusion
This thesis researched the question, what are the possibilities and what is the desirability of economic valuation of historical objects?. To this end, the thesis started with researching the problem of valuing historic objects. The value of historic objects was needed to make decisions about preserving and restoring historic buildings using a cost-benefit analysis. Normally, economic theory assumes that the value of an object is equal to the preferences of consumers which are shown in the prices on the market. Historic objects are however not traded on any market, so no price is formed. 

Several possible solutions exist to solve this problem, but some, like the hedonic pricing method or travel cost method, are incomplete. They do not take the non-use into account when determining the value. The non-use value is the value an object holds to people, even when they do not use, or visit, the object or plan to use it. It is the value that originates from just knowing the object exist, reading about it or seeing it on television. The possible solution that does take this non-use value into account, is the contingent valuation method, and therefore the rest of the thesis focused on this possibility to determine the economic value of historic objects.

The contingent valuation method creates a hypothetical market for historic objects, by asking respondents in a hypothetic questions about their willingness to pay for an object. This shows the value of the historic object. There is however much criticism on the contingent valuation method. One of the major problems is that we do not know what respondents think when answering the questions. When you ask a hypothetical question, you get a hypothetical answer, so the answers might not be accurate. Another important issue is that the studies regularly have outcomes that lead to questions about the validity and reliability of the method. For example, the outcomes hold unlikely high values for what respondents say they are willing to pay.

The studied contingent valuation method is normally used for valuing environmental objects. When adapting this method for historic valuation it should be considered more problems could arise specifically for the valuation of historic objects. Most of these problems are consequences of the differences between historic and environmental objects, for example that people are more familiar with environmental objects than they are with historic objects. The assumption that people have less information of historic objects might give problems when using the contingent valuation method to value historic objects.


There are two problems with regard to the desirability to valuate historic objects. The first problem follows the criticisms of the method. It claims that a method which determines a hard-to-measure value with a likely high error-rate should not be used because of the change that the value is incorrect. Using a incorrect value could even be worse than excluding a value component from the decision making process. The second problem holds moral objections to valuing historic objects. The irreversibility and importance of historic objects makes that people reject a monetary value of these objects.

What can be concluded on the central question asked in this thesis, what are the possibilities and what is the desirability of economic valuation of historical objects? There do exist possible methods to determine a economic value of historic object. Non of these methods is a perfect way to measure the value, some are incomplete or possibly non-valid and non-reliable. The shortcoming of these method is one reason not the desire an economic valuation of historic objects. Moral objections on putting a price tag on historic objects is the other reason. Still, both objections do not take away the primary reason for why a valuation was needed, namely for making accurate public decision on the historic objects. When forming a conclusion on the desirability of the economic valuation, one should consider if using an imperfect method is preferred to excluding a estimated value from to decision making process.
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