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Three approaches to valuation

1) Revealed preferences 
2) Stated preferences 

3) Experiences – subjective well-being

Do they produce the same results?
WTPRP = WTPSP = ICSWB



The natural experiment

• Urban renewal in Hafod, Swansea, South Wales 
(since 2001)
– renewing front boundary walls
– renewal of doors, fascias, gutters and roofs
– improved street lighting
– road and pavement resurfacing

• But not in Landore, which was very similar



What has happened?
Landore (675 houses) – no renewal



What has happened?
Hafod – 500 out of 950 homes renewal



Study design for revealed preferences

• Land Registry data
– price of sale (2000-2007)
– type of house, contract
– others: one way street, overlooking a park
– price = f (renewal, type of house, contract 

etc…)



Study design for stated preferences

• Maximum willingness to pay for
– resurfaced exterior walls of their house 
– new front garden walls and paths of house
– new improved feature street lighting
– resurfaced roads and pavements. 

– payment card - 16 values: £0 to £100+



Study design for experiences

• “Thinking about your life and personal 
circumstances, how satisfied are you with your 

life as a whole?”
• 0 (completely dissatisfied) to 10 (completely satisfied)

• This was the first question on the survey
- avoids framing or anchoring (attribute substitution)



Respondents

• 364 out of 1625 (22.4%) response rate
– a bit low, but fortunately representative sample cf. 2001 census

• 61% within the renewal area
• 42% have had house renewed

– ave. time since renewal = 2.2 years

• 39% from the non-renewal area



Preference results
• Revealed

– being on a renewal road does not significantly 
increase house prices

• robust to various econometric specifications

• Stated
– WTP each year for three years from an interval 

regression: £250



Experiences

• Renewal = 6.5% increase in life satisfaction
– controlling for marital status, age, gender and employment status, 

neighbourhood variables 
– Instruments for endogeneity of income:

• ‘partner is in employment’ & ‘rented accommodation’

• Well-being hit = £6,350
– but overall cost per house = £14,000



WTPRP < WTPSP < IC

• Why no value from revealed preferences?
– the same housing market – controls forced to renew house?

• Is the stated preference value too low?
– loss aversion and mental accounting?

• Is the life satisfaction value too high?
– is the IC a stream of benefits not an annual value?



WTPSP = SWB?

• Assume WTPSP is per year in average 
occupancy
– £3,000

Or
• Assume life satisfaction as a finite stream of 

benefits (similar to an annuity)
– ICSWB spread over 25 years = WTP

Or …?



Conclusion

• One of a few preference v experience studies
• The quality of the urban environment can affect 

people’s utility

• What measure of utility is less prone to 
measurement problems?

• Potential for experiences to be used in economic 
evaluation (CBA)

• … but more research is needed



• Thank you for listening


