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Variable: wip, Distribution: Normal Variable: Inwtp, Distribution: Normal
Chi-Square test = 7.15108, df = 1 (adiusted) , p = 0.00749 Chi-Square test = 5.14558, df = 2 (adjusted) , p = 0.07632
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Designing Bid Offer Amountsin Dichotomous Choice
Contingent Valuation Method

Morteza Molaei, Ali Shahnavazi, Ahmad Fattahi Ardakani and Nour Mohammad Abiar

Abstract

Despite controversy, the contingent valuation method (CVM) is widely used for non-market valuation. Among elicitation
methods of CVM, the dichotomous choice (DC) has been paid attention. The basic question is how to determine the amount
of offered bids. In other words, what is the appropriate criterion for determining the amount of offered bids? After
determining the bid offers, the other question is to determine the number of questionnaires should be filled for each bid
amount. The purpose of this study is answering to these questions. Specifically in this study, the Cooper’s method is
introduced. In this method, the number and the amount of bid offers determined on the base of minimizing deviation of true
WTP from its estimated one. First, this method is widely explained then using pretest data that was open-ended, bid amounts
were determined. To use this method, sample size must be predetermined. In this paper, it’s assumed that sample size to be
200 and 500. Also, it’s necessary to assume a distribution for WTP data. In this paper, Normal and Lognormal distributions
are used. Also, it is possible either to impose the number of bids in the model or is determined endogenously by the model.
Both are used in this paper. It is proposed that researchers and users of CVM use this method to determine bid offer amounts.

Keywords: Contingent Valuation Method, Bid Offer Amounts, Single Bounded Dichotomous Choice, Cooper’s
Method.
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