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Economic Insight: Cost vs. Accuracy

e Required accuracy for economic data and models
depends on the intended application.

Increasing need for accuracy



Economic Insight: Cost vs. Accuracy

e For example, data suitable for conservation advocac
may be entirely inadequate for informing
conservation methods.

Increasing need for accuracy



Sources of Economic Results

e The source and quality of economic insight is critical.

e Economic data and results may be drawn from eithel
primary research, benefit transfer, or a combination.

E. Primary research original data collection and model
development for a specific policy or question. Collects or
compiles data that do not already exist.

e Benefit transfef Use of results from prior primary
research.to priedict. result
primary research is unavailable.

E When will benefit transfer yield sufficient results?

£ When is the cost of primary research
warranted?
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Expected adult alewives

Primary Research

If research is conducted properly, primary research Is
almost alwaysnore accuratehan benefit transfer.

Primary research is almost alwaysre expensive
than benefit transfer.

Primary research requiresore time to complet&an
nenefit transfer. = | = S

Project A Project B

Restoration

Primary researcdoes NOT require
ess expertisehan benefit transfer.
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Benefit Transfer

Realities of the policy process often preclude the use
of primary research, leaving benefit transfer (BT) as
the only option.

Benefit transfers can generate large errors.

Economists trained in benefit transfer can identify
types of transfers likely to be high versus low error.

= The methods used are crucial.

Systematic Variation in Willingness to Pay for
rovements and Implications

Many prepackaged deciSionEEEanrase
support tools include h
rudimentary transfers to
provide economic results
accuracy is unknown.




Benefit Transfer Methods

e Many available studies and tools may be used for benefi
transfer, when primary studies are infeasible.

e Transfers may be conducted using a variety of empirical
mechanisms, each with advantages and disadvantages.

E The three main types of transfers are:

e Unit value transfer
e Benefit function transfer (information from 1 study)
E Metaanalysis transfer (information from many studies)



