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Revealed Preference and Stated Preference Methods 
1) Most cities have some hazardous waste sites, commonly called Superfund sites.
a. What are the two revealed preference methods that we could use to measure people's dislike of living near these sites (i.e., to measure the cost of these sites existing)?
There are various costs associated with people living in Superfund Sites making most of the individuals to dislike living in these areas. The hedonic price method and averting behavior method are the two most revealed preferred methods that we can use to measure people’s dislike of living near these sites. The hedonic price method will be used to estimate the values of air quality, job risks and other local amenities associated with living near the sites. Averting behavior approach, on the other hand, may be used to value the benefits of health when living near the sites (Pritchard, 2018).
b. What are the limits of these approaches? 
The hedonic price method will mostly rely on information from people’s jobs and their location choices hence most of them might be unwilling to disclose their job details and the living experience close to the sites. On the other hand, using the averting behavior approach may be challenging since individuals may not be willing to incorporate defensive behaviors (Adams, & Crawford, 2015).
c. What might a stated preference approach look like?  What are its strengths and weaknesses relative to the revealed preference approaches? 
A stated preference approach will mostly rely on hypothetical questions. A stated preference approach can be used to estimate direct use values associated with living close to the sites. Compared to revealed preference approaches, a stated preference approach can be advantageous since it can sometimes estimate the indirect use values (Aizaki, Nakatani, & Sato, 2014). The weakness of a stated preference approach is that some of the hypothetical questions may be answered with lots of exaggerations.
d. Which of the three methods would you find most convincing?
In my opinion, without considering the honesty levels of the individuals living near the sites, a stated preference method would be more convicting. The answering of the hypothetical questions will help us measure the individual’s dislikes in living near the Superfund sites. 
2) The remaining problems require a bit of creativity.  For each response, make sure to describe your method, justify why it could reveal values, and explain drawbacks.  Each method, therefore, requires around three sentences.  The “three methods” do not refer to the three broad categories described in lecture; we want three concrete applications from whichever categories) such as the ones we developed in class.
a. You are thinking of starting a moon tourism company.  Come up with three revealed preference methods for measuring people’s value of going to the moon. 
The first method is the Intermediate Good method which will be used to estimate the gains of the one going to the moon that is the value added to the individual. The method will mostly be used to provide value for education. Asset Valuation method is the second method which will use changes in the value of going to the moon and estimate of the benefits that one is likely to acquire from visiting the moon. Travel cost method is the last method which will be used to value the benefits of visiting the moon. The method will assume travel and time costs are implicit prices of the trip (Pritchard, 2018).
b. You are a NASA administrator.  Come up with three revealed preference methods for measuring the value of sending rovers to other planets. 
Delphi method is the first method which is a data collection method that will involve an evaluation of the benefits and costs of sending rovers to other planets through a consensus method. Defensive or preventive Expenditure method is another method which will estimate the value of the cost of sending rovers to other planets by observing the value of the costs incurred in attempting to counter the challenges involved. The last method is the replacement cost method which will assign a value to a benefit involving observing the costs of restoring and replacing damaged assets used for sending rovers to other planets (Adams, & Crawford, 2015).
c. You manage an Arctic conservation area.  Come up with three revealed preference methods for measuring the value of protecting polar bears, whether at your site or others. 
Asset Valuation Method is a fast method for measuring the value of protecting polar bears. The method will use the value changes in the value of the assets to estimate the benefits and costs of protection. Secondly, Trade-off revealed the preferred method will be used to apply the value of protecting the polar bears to the opportunity costs. Lastly, market Analogy Method will be used to estimate the value used in protecting polar bears and identify if there was a cost lesser that could be used (Pritchard, 2018).
d. You are negotiating a treaty that would close the ozone hole.  Come up with three revealed preference methods for measuring the cost of the Ozone hole, which can affect people around the world.  This requires spending a few minutes reading about what the ozone hole is and why it matters.  Wikipedia is probably sufficient: https://en.wikipedia.org/wiki/Ozone_depletion 
First, the Hedonic Price Method is the first method that needs to be used in measuring the cost of the Ozone hole. The method will be used to estimate the current effects of Ozone depletion and the Ozone hole to the human beings.  Next, the Averting Behavior method also needs to be used to value the benefits of health (Adams, & Crawford, 2015). The Ozone hole may cause different health challenges to the individuals living in the area hence the closing expenditure (defensive behavior) should be compared to medical conditions. The last method is defensive expenditure method which will be used to estimate the value of the cost of the Ozone hole by observing the value of the costs which are incurred by individuals in the attempt to mitigate the negative effects caused by the Ozone hole.
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