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Abstract

Economic valuation is often deemed an important source of information for land-use
decisions. Stated preference (SP) methods are a particularly potent class of economic
valuation methods, but they are also particularly controversial. In response to accumulating
criticism of SP, deliberative monetary valuation (DMV) has been proposed as an alternative
approach and has gained considerable attention in recent years. However, being a
combination of elements from two theories — neoclassical welfare economics and theory of
deliberative democracy — it lacks a convincing, consistent theoretical foundation. In our paper,
we propose some clarifying adjustments regarding rationality assumptions and aggregation
issues by drawing upon the work of Amartya Sen. We find that many of his ideas lead to a
harmonisation of DMV’s theoretical foundations, e.g. meta-rankings of preferences, impartial

spectator and the plurality of impartial reasons.

Keywords: deliberative monetary valuation, Amartya Sen, rationality, reasonableness,

aggregation.

1 Introduction and aims
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Despite growing interest in monetary estimates for all sorts of land-use changes, the most
popular valuation methods for non-market costs and benefits' — stated preference methods —
yet exhibit considerable deficiencies. The critique evolves from two avenues of concern (Lo
and Spash, 2013): methodological issues relating to the validity of valuation outcomes (i.e.
respondents’ willingness-to-pay), and political—ethical issues pointing at the unsatisfactory
ethical foundations of the rationality assumptions underlying economic valuation. The
methodological concerns primarily relate to the economic assumptions that respondents of
stated preference (SP) surveys have predefined preferences for any environmental change and
are able to translate these into monetary amounts in a one-shot survey (Kahneman et al., 1999;
Lienhoop et al., 2015; Spash, 2007). It is argued that they usually do not have predefined
preferences: As a result, instead of constructing their preferences, respondents may be
influenced by decision heuristics and framing effects, thus providing an inaccurate picture of
how much they value the environmental change at stake (Tversky and Kahneman, 1974).
Political-ethical concerns are twofold. One relates to the so-called consumer—citizen
dichotomy (see Ami et al., 2014; Sagoff, 1988; Soma and Vatn, 2014): According to welfare
economic theory, preferences elicited in SP studies are based on personal needs and interests,
that is, respondents are supposed to maximise their individual welfare (known as consumer
preferences). Critics claim that this assumption discourages respondents from taking account
of the needs of society and future generations (and thus to act as citizens), and regard
consumer preferences to be contradictory to the public nature of many environmental goods
(Niemeyer and Spash, 2001; Vatn, 2009).> While consumer preferences are expressed in
social isolation, public goods are used and shared by many, are indivisible among individuals,

and may also affect future generations. Hence, according to critics, it is indispensable for

" See, e.g., de Groot et al. (2012), especially Table 1.

* The consumer—citizen dichotomy can be interpreted as a clash between consequentialist (including utilitarian)
reasoning, which focuses on the consequences of actions, and deontological (e.g. Kantian) reasoning, which
frames ethical problems in terms of duties and rights. See Spash (2006).



public policy-making that people go beyond their personal needs and consider what might be
good for society, the environment, and future generations (Dietz et al., 2009; Niemeyer, 2004;
Sagoff, 1988). Moreover, contrary to theoretical assumptions, empirical research shows that
respondents in SP studies often ‘fail’ to focus solely on their self-interest and do indeed take
other aspects into consideration (Spash, et al., 2009, Kahnemann, et al., 1999). The second
political—ethical concern relates to the fact that SP methods force respondents to express their
preferences, irrespective of their motivational source, in one number. Thus, information on
arguments for or against policies is not revealed, and incommensurabilities are glossed over.
However, in order to reach good decisions about projects or policies it is important to
understand the reasons why certain stakeholder groups advocate or oppose a particular
environmental change (Sen, 1995). SP applications only supply, if at all, very restricted
information about respondents’ motives, although such additional information would give
policy-makers important insights into the reasons why a particular outcome is preferred (cf.

Soderholm, 2001).

The political—ethical concerns regarding SP methods are frequently voiced by advocates of
deliberative institutions, which form a completely different approach to evaluating public
policies and have a different theoretical underpinning. In deliberative institutions participants
are involved as citizens with the task to reach a mutual understanding and common solution
about an environmental change through group interaction and exchange of arguments (Vatn,
2009). Furthermore, the opportunity to discuss and sufficient time to think in deliberative
institutions are supposed to enable participants to discover and affirm their preferences on the

environmental issue at stake (cf. Braga and Starmer, 2005).

In the past years, deliberative institutions gained increasing interest in the field of economic
valuation because of their potential to address the limitations of SP methods (Spash, 2007).

From this, deliberative monetary valuation (DMYV), a hybrid of SP methods and deliberative
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institutions, evolved’. From a theoretical perspective, two approaches to DMV can be
distinguished, depending on their closeness to deliberative democracy theory vs. neoclassical
economics. On the one hand, there is what Orchard-Webb et al. (2016) call Deliberative
Democratic Monetary Valuation, in which usually the goal is to reach mutual consent in the
form of social WTP, i.e. collectively elicited monetary values (see also Brown et al., 1995;
Kenter et al., 2011; Kenyon and Nevin, 2001; Lo, 2013; Wilson and Howarth, 2002). On the
other hand, there is the approach leaning more heavily towards conventional SP methods
(elicitation of individual preferences and aggregation of individual WTP), but incorporates
important elements of deliberative institutions, especially preference learning through
discussion and time to think. While still relying on questionnaire-based SP surveys, the latter
approach includes deliberation as an important component in the process of preference
formation and elicitation (e.g. Alvarez-Farizo and Hanley, 2006; Christie et al., 2006;
Lienhoop and Volker, 2016; MacMillan et al., 2006, 2002). Most empirical studies belong to

the second category (Bunse et al., 2015).

There exist practical arguments in favour of DMV. For instance, a number of studies
investigated the role of discussion in DMV either by comparing valuation results prior and
after discussion or by comparing DMV with standard SP approaches. Many of these studies
show that deliberation leads to an improved model fit in terms of the influence of independent
variables on willingness-to-pay and robustness (Alvarez-Farizo and Hanley, 2006; Christie et
al., 2006; Christie and Rayment, 2012; Lienhoop and MacMillan, 2007a; MacMillan et al.,
2006; Robinson et al., 2008). In comparison to conventional SP approaches, there is evidence
that DMV generates fewer non-responses to the WTP question (Szabd, 2011) and that

respondents regard the exercise less demanding and confusing and are more certain about

’ Examples of deliberative institutions are: Citizens’ jury, Consensus conference, Focus groups. Examplary
deliberative monetary valuation methods are: Market Stall, Valuation Workshop, Value Jury.



their WTP bids (Lienhoop and MacMillan, 2007b; MacMillan et al., 2006). Most studies
comparing WTP or choices before and after discussion found a change in WTP or implicit
prices (e.g. Lienhoop and MacMillan, 2007a; Robinson et al., 2008), indicating that
respondents refine their preferences. A recent study found that respondents continuously learn
about their preferences in a setting involving group discussion and a weeklong interval to
think about the environmental change under investigation (Lienhoop and Voélker, 2016). At
the same time, DMV is vulnerable to exclusion and power dynamics within discussion groups

(Vargas et al., 2017, 2016; Volker and Lienhoop, 2016).

While existing research made important contributions to understanding the role of DMV in
terms of valuation outcomes, the theoretical underpinnings of this novel approach remain
under-investigated (Bunse et al., 2015; Kenter et al., 2016). Particularly, given the tension
between theoretical papers, which exhibit high scepticism towards conventional economic
valuation and more closeness to deliberative democracy theory, and empirical studies, which
usually lean more towards mainstream economics, it is not clear what DMV actually stands
for. The attempt to combine ‘the best of both worlds’ (Spash, 2007, p. 691) entails that two
contrasting theories are entangled in one method (see Figure 1). This has attracted criticism
from both economists and advocates of deliberative democracy (Lo, 2013; Lo and Spash,
2013; Spash, 2007). In this paper we take a new perspective on this criticism and suggest a
way to bridge the gap between the two seemingly incompatible theories underlying DMV. To
this end we carefully explore Amartya Sen’s theory of rationality (e.g. Sen, 2010) and identify
relevant ideas that help harmonise ‘the best of both worlds,” including the identification of
elements of both worlds that are worth keeping. Thus we hope to provide a firmer theoretical
footing for DMV than it has now. Our main focus is on the issue of rationality assumptions
behind DMV, but we also discuss the similarly unclear question of how individual

preferences of DMV participants are to be aggregated.



Figure 1 The two contrasting rationality assumptions of DMV
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The remainder of the paper is organised as follows: Section 2 provides an overview about the
theoretical foundations of DMV, with a focus on (economic and communicative) rationality
assumptions. Section 3 presents insights from Amartya Sen’s work that are potentially
relevant for DMV, and section 4 draws implications for DMV from the previously discussed

tenets of Sen’s work. The paper ends with a conclusion (section 5).

2 Theoretical assumptions underlying DMYV: between neoclassical economics and

deliberative democracy

Being a hybrid between SP methods and deliberative institutions, DMV is based on two
contrasting theories. Furthermore, as mentioned above, different things have been called
DMV, which can be located in different areas of the spectrum between deliberative
democracy (with its typical institutions, such as citizens’ juries) and neoclassical welfare
economics (SP methods). In this section we elaborate on these differences, with a focus on
rationality assumptions and aggregation of individual preferences, and identify specific
questions that must be answered to enrich DMV’s theoretical foundation and contribute to

more consistency within this research field.



A respondent participating in a SP survey is assumed to act as homo oeconomicus with the
following typical characteristics: (i) she holds full information about the environmental good
or service at stake; (ii) she is self-interested (society’s and future generations’ interests are
hardly regarded); and, consequently, (iii) she holds predefined preferences (Spash, 2007).
Conversely, deliberative institutions are based on deliberative democracy theory involving the
assumption of communicative rationality, i.e. open and reasoned exchange of arguments with
the goal of reaching an agreement. Thus, a respondent participating in a deliberative
institution is assumed to (i) be a reflexive citizen; (ii) consider society’s and future
generations’ interests; and (iii) socially construct her preferences (Vatn, 2005). Vatn (2009)
describes the difference between economic and communicative rationality assumptions as I-
rationality (self-interested consumer) and We-rationality (other-regarding citizen); it may also
be framed as the difference between consequentialist and deontological reasoning (see fn. 2).
These two viewpoints differ also regarding their views of the preference formation process:
While preferences are assumed to be static in SP methods (preferences are pre-existing,
complete and stable), they are the result of a dynamic process in deliberative institutions,
where respondents learn about their preferences that are embedded in their socio-cultural

context (Lo, 2013; Vatn, 2009).

Oftentimes, Jiirgen Habermas’s discursive ethics is called as the main source of inspiration for
deliberative institutions. Habermas (1981) describes an ‘ideal speech situation’ of free and
equal discussion without time constraints, and refers to a ‘transcendental quality’ of
deliberation, in which participants consider their individual interests, and through deliberation
transcend these interests to adopt other-regarding perspectives and seek a common solution.
For participants to discover and affirm their preferences on the issue at stake the following
deliberative aspects need to be considered: (i) they must be educated and informed about the

issue; (i1) they must have the opportunity to extensively reflect on their preferences; (iii) they



should be encouraged to ask questions; and (iv) they should be spurred to express arguments
for one outcome over another (Fishkin, 1993; Habermas, 1981). Eventually, deliberation
based on communicative rationality aims to reach a ‘workable agreement,” which involves
that participants agree on a course of action without requiring a convergence of preferences

supporting the course of action (Dryzek, 2000).

Differences between economic and communicative rationality have implications for how
social welfare is interpreted. In conventional economic theory, social welfare is defined in
terms of (mostly additive) aggregation of individual preferences over the relevant population.
This leads to a call for statistical representativeness in survey-based economic valuation
studies. Advocates of deliberative institutions argue that political representativeness should be
assured by recruiting participants that represent a diversity of social characteristics and a
plurality of viewpoints towards the environmental change under investigation (Goodin and
Dryzek, 2006). They do not consider statistical representativeness as necessary because,
contrary to neoclassical economics, they do not assume that individuals are unable or
unwilling to include considerations of other people’s (and non-human organisms) interests in

their calculus (see also Gregory et al., 2012).

As shown in Table 1, DMV can be considered a hybrid of two different approaches (see also
Figure 1). In many cases, it is unclear towards which of these seemingly incommensurable
approaches DMV leans more. For instance, while the focus of deliberative institutions and
some forms of DMV is on transcendental, context-independent values (Raymond and Kenter,
2016), others consider contextual values only. Important questions are also rationality
assumptions and the question of value aggregation (as well as the related question of
representation). For instance, in most applications of DMV, Habermas’s communicative
rationality is an archetype (Lo, 2013; Orchard-Webb et al., 2016) and the requirements on

deliberation are adapted to suit economic rationality, i.e. rather than being a means of
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reaching mutual consent, deliberation can be seen as a means to help participants refine their
individual preferences. The opportunity to discuss with other people facilitates important
social processes of value formation and makes respondents ‘more confident regarding what

should be valued and why’ (Svedsiter, 2003, p. 125).

Because of these differences, it is often not clear what really counts as DMV, which therefore
receives considerable criticism from both economists and proponents of deliberative
democracy/communicative rationality. On the one hand, critics with background in
neoclassical economics claim that the procedural approach for preference learning4 in DMV is
not necessary thanks to pre-defined preference sets in respondents’ minds. Furthermore,
exposure to other participants’ arguments and viewpoints might influence preferences and
also lead to unwanted consideration of overarching societal goals. The latter would
supposedly not be compatible with cost-benefit analysis due to the risk of double counting in
the aggregation process. On the other hand, advocates of deliberative institutions criticise that
the isolated elicitation of preferences via anonymous questionnaires yet leads to too self-

centred preference statements, thus ignoring society’s needs (Howarth and Wilson, 2006).

Table 1 Theoretical assumptions of economic valuation, deliberative institutions and DMV

(Own creation based on Niemeyer and Spash (2001), Orchard-Webb et al. (2016)).

Assumptions Economic valuation | Deliberative Deliberative
institutions monetary valuation
View of individual | Informed consumer Reflexive citizen Uninformed
consumer—citizen
Rationality Instrumental Communicative Instrumental,
communicative
Preferences Pre-defined Socially constructed Partly given, partly
constructed
Values Contextual Transcendental, Contextual,
contextual transcendental
Orientation Result Procedural Procedural
View of society Sum of self-regarding | Citizens within social | Sum of self- and

* In the literature one also finds the terms ‘preference formation’ (e.g., Sagoff, 1998; Vatn, 2004) and ‘preference
discovery’ (Braga and Starmer, 2005). We take them as synonymous for the purposes of this paper.




individuals context other-regarding
(consumers) individuals
Representation Statistical Political Statistical
Outcome Aggregated individual | Consensus Aggregated individual
WTP or social WTP

It is sometimes said that DMV should combine ‘the best of both worlds’ (Spash, 2007, p.
691); however, where exactly the ‘proper’ or ‘optimal’ combination is and what is to be
preserved, is not clear (Lo and Spash, 2013; Orchard-Webb et al., 2016). In the next section,
we will present selected elements from Amartya Sen’s work, including his approach to
rationality, and show that it has the potential to bridge the gap between the two conflicting

theoretical foundations of DMV.

3 DMV-relevant insights from Amartya Sen’s work

Amartya Sen’s work encompasses many different subjects and themes, including social
choice theory, welfare economics, development economics, measurement of progress, theory
of justice. In what follows, we mainly draw from his criticism of the rationality assumptions
of neoclassical economics and from his theory of justice. In fact, he combined these and many

other tenets of his work in his magnum opus The Idea of Justice, first published in 2009.

In our view Sen’s work can inform DMV research and helps to combine ‘the best of both
worlds’ (Spash, 2007, p. 691). Being both a critic of neoclassical economics ‘from the inside’
and a philosopher with a strong, though for a long time rather implicit focus on deliberation
(Scholtes, 2010), Sen has been active in both worlds and has put major efforts in consistently
combining the two (Sen, 1987, 2001, 2010). Thus, we aim to extract those elements of Sen’s
work that are relevant for DMV and help to achieve more coherence among the different

theoretical assumptions associated with DMV.

We start by introducing Sen’s approach to rationality. After that, we focus on his thoughts on

plurality and the aggregation of individual preferences.
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Sen’s approach to rationality has its roots in a firm critique of rational choice theory (RCT),
which defines the neoclassical concept of rationality. There are two strands within RCT, both
addressed by Sen in his critique: the substantive RCT sensu stricto, in the tradition of the
Chicago school and game theory, which emphasises utility maximisation by fully informed,
self-interested individuals; and the more formal theory of rationality as promoted within the
revealed preference theory (Samuelson, 1938), which describes rationality in terms of internal
consistency of choices.’ Different parts of his RCT critique were presented by Sen in different
publications over the last more than 40 years. The approach advanced by Sen has two major
components, which might be called “positive’ and ‘normative,’ respectively. The positive part
centres around two major concepts: (i) sympathy and commitment, and (ii) meta-rankings of
preferences, also called ‘second-order volitions’ (Frankfurt, 1971), ‘metapreferences’
(Hirschman, 1982) and ‘preferences over preferences’ (Elster, 1982) elsewhere. The
normative part consists mainly of a definition of rationality as ‘primarily a matter of basing
our choices — explicitly or by implication — on reasoning that we can reflectively sustain if we
subject them to critical scrutiny’ (Sen, 2010, p. 180, emphasis in original). We present these

two parts of Sen’s approach successively.

Drawing upon the work by Adam Smith (1759), Sen distinguishes between sympathy and
commitment in his critique of ‘rational fools,’ i.e., the RCT’s narrow picture of rationality as
pursuit of self-interest (Sen, 1977). He argues that human actions are motivated not only by
the pursuit of self-interest, even if the latter is defined as including everything that positively
influences our utility. Accordingly, he defines sympathy as ‘the case in which the concern for
others directly affects one’s own welfare’ and argues that this notion is compatible with some

more broad interpretations of RCT (cf. Becker, 1996; Jolls et al., 1998), whereas commitment,

3 For a discussion of the distinction between formal and substantive theories of rationality, see, e.g., Reiss (2013,
chap. 3).
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1.e., acting upon a sense of duty, obligation or social norm, contrary to own welfare, is not
(Sen, 1977, p. 326). In his view, human action cannot be meaningfully explained (in positive
analysis) while abstracting from motivations (see also Sen, 1976) — yet this is, in effect, the
preference utilitarian approach behind neoclassical economics, in which the predominant

principle of consumer sovereignty provides a rationale for ignoring motivations.

However, the relevance of the distinction between sympathy and commitment depends on the
analytic context: if we want to explain behaviour, sympathy and commitment can be seen as
distinct. However, even in this context, game-theoretic analyses of the evolution of altruism
(Axelrod and Hamilton, 1981) and related publications that aim at introducing insights from
evolutionary biology into ethics (e.g., de Waal, 2009) show that altruistic behaviour, including
many social norms, may be in the (long-term) interest of individual human beings. Not to act
upon a sense of duty or obligation can have negative repercussions such as ostracism and
social exclusion, which can be interpreted as negatively influencing utility. Anticipating
avoidance of these repercussions can well be viewed as compatible with maximisation of a
broadly defined utility function, thus making Sen’s distinction between sympathy and
commitment disappear. Whether this interpretation is correct, is not the issue here. The
analytic context we are concerned with is different — for valuation purposes, knowledge of the
exact motivations behind behaviour is not essential, even though it is additional information
that may be useful in decision-making contexts. In the next section, we will return to this

issue in the context of DMV.

In addition to sympathy and commitment, Sen introduces in his critique of revealed
preference theory the concept of meta-rankings of preferences (Sen, 1974, 1977). In a positive
sense, this means that on top of a preference ranking constrained by one’s situation (including
environmental and social pressures, psychological features of the person considered etc.), one

has a meta-ranking of such rankings, which ‘can provide the format for expressing what
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preferences one would have preferred to have’ (Sen, 1977, p. 339), i.e., under different,
counterfactual circumstances. In other words, the usual first-order preferences might be
conceived as preference orderings under given constraints, while second-order
preferences/meta-rankings are concerned with alternative hypothetical worlds, between which
constraints sets vary. Sen’s primary motivation in developing the concept of meta-rankings
seems, however, to have been normative, as expressed by how he introduced it: ‘[a] particular
morality can be viewed, not just in terms of the “most moral” ranking of the set of alternative
actions, but as a moral ranking of the rankings of actions’ (p. 337). In the following
discussion, we are primarily concerned with the positive interpretation, as it provides a
possibility to express one’s ‘deeper’ preferences, transcending the constraints of the situation
in which one currently is. Otherwise potentially crucial information is missed or there are
distortions in the elicited preferences. For instance, looking only at first-order preferences
makes it impossible to differentiate between adaptive preferences (Elster, 1983; Olson and
Schober, 1993; Sen, 1985), which are shaped by current constraints so as to minimise
individual frustration,’ and ‘rational’ preferences. Generally, when these two levels of
preference are intermingled (within or across individuals), the elicited preferences are

inconsistent, either already at the individual level or when aggregated:

If, in addition to information about the first-order preferences of individuals, we have
information about their higher-order preferences, we may be able to get out of some

of the paradoxes of rational choice theory. (Elster, 1982, p. 237)

Let us now turn to the normative part of Amartya Sen’s approach to rationality. He identifies

rationality not with maximisation of a utility function or with consistency of choices, like

® ‘Our mental reactions to what we actually get and what we can sensibly expect to get may frequently involve
compromises with harsh reality. [...] The deprivations are suppressed and muffled in the scale of utilities
(reflected by desire-fulfilment and happiness) by the necessity of endurance in uneventful survival’ (Sen, 1985,

p. 15).
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conventional economics does, but with the ability to provide reasons for one’s actions. Also,
he distinguishes between rationality and reasonableness (Sen, 2010, p. 197). Behaviour is
rational if the actor can justify it to herself, i.e., if she can provide convincing reasons to
herself. It is reasonable if she can sustain this reasoning in front of others, i.e., provide
‘reasons nobody could reasonably reject’ (Scanlon, 1982). Obviously, Senian reasonableness
is closely related to Habermasian communicative rationality (Habermas, 1981) and, also, to

the pragmatist approach of Bromley (2008).

Furthermore, Sen draws upon a concept originally proposed by Adam Smith: the impartial
spectator, a device that is meant to support reasoning. The idea behind the impartial spectator
is that in justifying our actions, both individual and collective, we should ‘not leav[e] out the
perspectives and reasonings presented by anyone whose assessments are relevant, either
because their interests are involved, or because their ways of thinking about these issues
throw light on particular judgements — a light that might be missed in the absence of giving
those perspectives an opportunity to be aired’ (Sen, 2010, p. 44). Note that while the former
part, i.e., including others ‘whose interests are involved,’ is closely related to the Rawlsian
idea of deciding behind a ‘veil of ignorance’ (Rawls, 1971; see also Buchanan and Tullock,
1962), the consideration of perspectives of ‘enlightenment relevance’ (Sen, 2010, p. 132) goes
explicitly beyond Rawls since it focuses on non-stakeholders. In Sen’s and Smith’s
interpretation, the impartial spectator is primarily a thought experiment, not necessarily an
actual person. The goal of applying this device is to go beyond the opinions and perceptions
of facts that are co-determined by one’s social environment, and to transcend them. From this
perspective, a reasonable action is one that can be sustained in the light of the need to provide

impartial reasoning.

In addition to his approach to rationality, an interesting point from the perspective of DMV in

Sen’s theory of justice is his insistence on the irreducible ‘plurality of impartial reasons.” Sen

14



argues, contrary to many other political theorists who dealt with similar issues,’ that reasoning
cannot and should not be expected to lead to unanimity and consensus (see also Dryzek,
2013). This goes beyond the sole diagnosis that consensus might not be practically feasible in
many cases (Buchanan and Tullock, 1962, chap. 7) and is in line with the argument of Elster
(1982, p. 237) that ‘unanimity, even if sincere, could easily be spurious in the sense of
deriving from conformity rather than from rational conviction’ and that some mechanism for
the aggregation of individual preferences is necessary (Elster, 1983, chap. L.5). In fact, an
important part of Sen’s work on social choice theory is dedicated to finding ways to overcome
Arrow’s Impossibility Theorem (Arrow, 1951; Maskin and Sen, 2014) and he argues in this
context that it is necessary to expand the informational basis of social choice, e.g., by
allowing for interpersonal utility comparisons (Sen, 2002). Also, he argues that both self-
interested and commitment-driven reasons can survive impartial scrutiny, which is an
argument in favour of taking both individual and social preferences into account (also Elster,
1983, p. 38; Lo and Spash, 2013). There is, thus, not one rational or reasonable course of

action in each situation — even though there may be clearly identifiable irrational ones.
In the next section, we draw implications of Sen’s approach for DMV and discuss them.
4 Implications of Amartya Sen’s work for DMV

In previous section we presented a number of tenets from the work of Amartya Sen that we
believe can be informative and useful for the theory of DMV: His distinction between
sympathy and commitment and the emphasis on motivations as important source of
information beyond choice-based preferences; the concept of meta-rankings of preferences, in
which constraints sets are varied; the distinction between rationality and reasonableness and

the concept of impartial spectator, which together offer an alternative to rational choice

’ Prominent examples are John Rawls (1971) and Jiirgen Habermas (1981).
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theory’s narrow view of rationality; and the emphasis on the plurality of impartial reasons. In
what follows, we discuss each of these elements of Sen’s work and their implications for
DMYV. For each point, we briefly summarise its relation towards neoclassical economic

theory.

Sympathy and commitment: the role of motivations

The Senian distinction between sympathy and commitment emphasises the role of
motivations for human choices and behaviour. This distinction’s relevance depends on the
particular context. For instance, in valuation contexts it is of lesser importance than when the
goal is to explain and/or predict human behaviour. Still, it can be argued that not
distinguishing between different sources of motivation violates the economic rationality
assumptions on which economic valuation is based (including, at least to some extent, most
DMV applications). However, as shown by Spash et al. (2009) or Kahneman et al. (1999),
respondents in SP studies regularly violate these assumptions anyway. From the perspectives
of both conventional economic valuation and DMV, there are three ways of coping with this
dilemma. First, one may recur to an extreme version of preference utilitarianism and ignore
motivations entirely, thus focusing exclusively on choices. This, however, amounts to a
serious loss of information. Second, one may try to move the elicited preferences closer to the
utilitarian ideal, as called for by many proponents of (preference) utilitarianism in the context
of social justice considerations (Harsanyi, 1977; Mirrlees, 1982). This, however, involves
‘open[ing] a pandora’s box’ (Hahn, 1982, p. 188fn.) by implying a definition of these
supposedly ‘rational’ or ‘true utilitarian preferences,” or determining whether participants
actually have arrived at them. On top of that, of course, there is the problem of practical
application of such ‘enhancement’ of the ‘quality’ of the elicited preferences. The third way
out, implicitly suggested by Sen, would be a middle way: we accept that there are different

motivations, but (i) allow for deliberation so as to make the preferences more informed and
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reasonable at least by procedural means (i.e. via the structure of deliberation; in line with the
concept of an ‘ideal speech situation’ of Habermas (1981)), without substantive judgements
having to be involved,® and (ii) audio- or video-record the deliberations so as to at least
qualitatively identify the motivations. Thus, we would acquire two complementary sources of

information: WTP and qualitative data on the motives behind these values.

Accepting non-utilitarian motivated preferences would, of course, imply a departure from
narrow neoclassical assumptions; however, as suggested above, since conventional economic
valuation cannot distinguish between different motivations in practice, a more open approach
is only realistic — and need not be overly problematic from a theoretical point of view, as

shown by Aldred (1994).
Meta-rankings: understanding the importance of constraints

Based on our experiences from conducting DMV studies, we observe that participants do not
always make a clear distinction between their (first-order) preferences given current
constraints (institutional, budgetary, psychological...) and their second-order preferences over

different hypothetical ‘worlds’ with differing sets of constraints.

It was pointed out by Sen himself in the context of contingent valuation that ‘[w]hat I am
willing to contribute [to an environmental public good] must, given the nature of the task,
depend on how much I expect others to contribute’ (Sen, 2000, p. 949), which is a possibly
common issue involving meta-rankings, when the behaviour of others is included in the set of
constraints one is facing. If designed properly, DMV is relatively well-suited to deal with
such problems. On the one hand, it should be made clear to participants that they should not

intermingle first-order and second-order preferences. In a deliberative setting, they have the

¥ Which means that a Habermasian ideal speech situation is only a ‘benchmark’ for deliberative elements; in
practice, they can only approximate this ideal.
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opportunity to clarify for themselves which preferences belong to which category. An option
would be to elicit both: in a first elicitation round, participants could be asked explicitly to
make choices/state their WTP given the constraints they are currently facing (especially
institutional constraints might be relevant). In a second round, the WTP elicitation could be
extended by including factors which influence second-order preferences (to be derived from
pre-testing and focus groups), such as legal options dictating the payment vehicle or the
general national and supranational legal context. However, there is the danger of overtaxing
participants if second-order preferences are to be co-elicited. Another, less demanding way of
taking information on second-order preferences into account would be the application of
‘think aloud’ approaches in the preference elicitation phase (e.g. Schkade and Payne, 1994),
so as to identify whether people take second-order preferences into account or not.
Furthermore, the discussions themselves can provide qualitative insights into the constraints

which shape participants’ second-order preferences.

As with non-utilitarian motivations, the consideration of preference meta-rankings would be a
departure from neoclassical economic theory that would actually help to overcome a
limitation that conventional economic valuation glosses over, viz. that participants in SP
studies intermingle first-order and second-order preferences; if the two can be separated
better, it would actually be an improvement even from the point of view of standard
economics. Thus, by adding a layer to the analysis, DMV actually enhances preference

elicitation from standard-economic perspective.

Impartial spectator and reasonableness: ensuring impartiality

The implication suggested by how Sen defines rationality/reasonableness and by his
invocation of the figure of impartial spectator is of a more practical nature, namely that it
might be sensible to include in deliberative formats impartial spectators, i.e. participants who

do not have any vested interests in the issue at stake (non-stakeholders). Conventional
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deliberative valuation approaches mostly rely on inviting groups limited to people who have a
more or less direct relationship to the ecosystem change valued (stakeholders). This, however,
carries the danger of what Sen calls ‘local parochialism’ (Sen, 2010, pp. 128—130), i.e. either
ignoring repercussions of local collective actions for the outside world or overlooking
important reasons because of limited collective experience, local norms etc. The participation
of outsiders of ‘enlightenment relevance’ (p. 132) may help to bring about not only more
rational/reasonable choices, but also choices that are less prone to hypothetical bias, because
participants in deliberative valuation workshops can be expected to reason about their
motivations more thoroughly. In practice, it might be difficult to find completely stake-less
participants for valuation studies. Thus, the role of the impartial spectator might be taken by
well-informed outsiders, e.g. a scientist not directly linked to the specific project. It should be
noted that the role of the impartial spectator would be restricted to introducing ‘outsider’s’

arguments into the discussion.

In our view, of all implications of Sen’s thinking for DMV discussed here, this is the most
serious departure from neoclassical economic theory. It explicitly moves beyond narrow
instrumental rationality by including a broader perspective; at the same time, as discussed in
the next subsection on plurality of impartial reasons, Sen does not go as far as communicative
rationality — despite introducing the impartial spectator, he still relates both rationality and
reasonableness to the individual, not the group/collective. Therefore, his approach can be
viewed as bridging the rationality perspectives of neoclassical economics and Habermasian

discursive ethics.

Plurality of impartial reasons: the case against consensus

Sen’s inherently pluralist approach calls into question the idea of some scholars, both
philosophers and economists, that consensus/unanimity should be the goal of deliberation

(Cohen, 1997; Wilson and Howarth, 2002). Within the field of DMV specifically, emphasis
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has also been occasionally put on consensus, mostly with reference to the ‘model’ of court
juries (e.g. Brown et al., 1995; Wilson and Howarth, 2002). Importantly, Sen’s point is that
even if all participants in a debate are reasonable, they may still not be able to reach
consensus. To put it in Habermasian terms, even an ‘ideal speech situation’ might not
guarantee unanimity and consensus, e.g. due to ‘deep moral disagreement’ (Dryzek, 2013).
Thus, forcing participants to agree on e.g. a social WTP may be contradictory to and suppress
the ‘plurality of impartial reasons.” Rather, one could see DMV as similar to negotiations:
after arguments have been exchanged, there is a need to allow participants to express their
preferences which might still diverge — they are then able to fall back on the ‘best alternative
to a negotiated agreement’ in terms of modern negotiation theory (e.g., Raiffa et al., 2007, p.
110), if they are not convinced by the arguments of their deliberation partners. Nevertheless,
this does not mean that DMV should be always based on individual elicitation of
preferences/values. In some cases, deliberation can be sufficient to overcome controversies,
so that e.g. social WTP elicitation is an option (e.g. Kenter et al., 2011). This has, however, to
be decided on a case-to-case basis. In fact, in some contexts, in which the prior anticipation of
deep moral disagreement cannot be ensured, it might be an option to use a flexible approach,
being prepared to elicit either individual WTPs or social WTP (or even both). For a similarly
flexible perspective on consensus seeking, see Lo (2013). However, in contrast to that study,
we would expect that consensus seeking is problematic in most cases and may lead to
‘spurious unanimity’ (Elster, 1982), so caution is commendable when social WTP is to be

elicited.

By allowing for a ‘plurality of impartial reasons’ one retains a central tenet of neoclassical
welfare economics — the focus on individual preferences; this also implies departure from
some more radical approaches to DMV by realising that even a Habermasian ‘ideal speech

situation’ (which is usually not attainable) need not guarantee consensus.
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Preference aggregation: if not social WTP then what?

If consensus is not an option in a specific context, how should diverging individual
preferences be aggregated? In other words, is an aggregated WTP figure derived from a SP
method (choice experiment or contingent valuation), even if combined with deliberation to
facilitate reasonableness of preferences, a proper mechanism for preference aggregation?
While it was argued (Dasgupta et al., 1972, p. 40) that, in principle, various non-consumption
social policy objectives can be accounted for by correcting measures of aggregate
consumption, i.e. the aggregated sum of individual WTPs, which is what DMV is effectively
supposed to do, there remain objectives which cannot be easily factored in (see also Randall,
2002; Hammitt, 2013). Thus, it might be argued that economic valuation, especially of
complex environmental goods, i.e. those arguably necessitating the use of DMV (Lienhoop et
al., 2015; Meinard and Grill, 2011), is an imperfect information tool rather than a precise
basis for comprehensive social choice. In fact, this might well be the proper interpretation of
the preference utilitarian foundations of SP methods — they are more of a ‘status quo

assessment’ that marks the beginning of a public debate than the end of such discussion.

Still, the question whether WTP elicitation is the right way to aggregate individual
preferences cannot be easily answered by referring to Sen’s work, although his discussion of
the ‘discipline of cost-benefit analysis’ (Sen, 2000) — including a pointer to the important
problem of ‘warm glow’ (Andreoni, 1990) — and his earlier paper on contingent valuation
(Sen, 1995) suggest that he is highly sceptical of at least the conventional valuation approach.
His opposition seems, however, to derive mainly from concern about the consumer—citizen
dichotomy (see also Sagoff, 1988) and the limited amount of information provided by
economic valuation studies, especially when they are meant to decisively inform decision-
making processes as e.g. via cost-benefit analysis (CBA), in line with the critique that

‘choices cannot be relied upon to reveal preferences, particularly in the absence of
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information on agents’ beliefs and how they conceive of the decision’ (Aldred, 2006, p. 150).
If, however, economic valuation is viewed as a useful yet imprecise and imperfect source of
information, and further information about motivations can be collected during the
deliberative process, individual WTP elicitation might still be a useful source of preference
information. It certainly has the advantage over many other preference aggregation
mechanisms such as voting schemes that it provides information about the relative intensity of
preferences (Bartkowski and Lienhoop, 2016) — a point that was emphasised by Sen
repeatedly in his criticism of Arrow’s famous Impossibility Theorem (Arrow, 1951; Maskin

and Sen, 2014).

Given the plurality of impartial reasons, there is a need for a preference aggregation
mechanism. For lack of better alternatives, the additive approach behind conventional
economic valuation can be useful, especially if enriched with additional information provided
by the deliberative elements. As such, the results of DMV should be usable in CBA —
however, it should be kept in mind that some decision-relevant information cannot be derived
from aggregated preferences (including non-consequentialist ethical considerations or
distributive concerns glossed over by the implicit application of the Kaldor-Hicks criterion).
Thus, a CBA does not replace a political decision-making process, it can only inform such a

process (see also Hammitt, 2013; Hockley, 2014).

5 Conclusions

DMV is an increasingly popular approach in the area of economic valuation of the
environment. It has the potential to alleviate a number of problems of conventional economic
valuation in general and SP methods in particular. Specifically, it responds to the two major
points of criticism: First, that people do not have pre-defined preferences for complex and
unfamiliar environmental goods, and that preferences are normally formed through social

interactions; second, that conventional economics’ perspective on human rationality is overly
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narrow and restrictive. However, because DMV is a relatively new concept, it lacks a
consistent theoretical foundation. Particularly, it is unclear what the relationship between
economic rationality and communicative rationality should be within DMV; and how

individual preferences should be aggregated.

We argued in this paper that Amartya Sen’s work can serve as a bridge between the two
conflicting sources of theoretical inspiration on which DMV is based, viz. neoclassical
welfare economics and the theory of deliberative democracy. We presented a number of
elements of Sen’s work which can inform the theory of DMV and derived from them
implications for DMV (see Table 2). These can be summarised as theses in the following

way:

1. The deliberative part of DMV should be used to collect (qualitative) data on
participants’ motivations.

2. Clear delineation between first- and second-order preferences is crucial; it can be
achieved in numerous ways and can even enrich the informational outcome of DMV.

3. The inclusion of impartial spectator perspectives enhances the process of preference
formation.

4. Consensus-based (e.g. social WTP) approaches are only of limited relevance; the
plurality of impartial reasons calls for other preference aggregation mechanisms.

5. Individual elicitation of preferences is compatible with the ideals of DMV if economic
valuation is interpreted as an imperfect information tool rather than generator of

precise and comprehensive numbers.

Table 2: Summary of DMV-relevant insights from Amartya Sen’s work and their implications

for DMV research

DMV-related issue Sen’s contribution Implication for DMV

economic vs. communicative | sympathy vs. commitment = | deliberation as means to
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rationality different motivational bases | identify and  disentangle
of behaviour motivations; value elicitation
not differentiating anyway

meta-rankings of preferences | clear delineation crucial;
elicitation of both possibly

interesting, though
cognitively difficult
reasonableness as result of | inclusion  of  ‘impartial
reasoning with others + | spectator’ in group
impartial spectator discussions
preference aggregation | plurality of impartial reasons | consensus-based approaches
(monetary?  non-monetary? (including  elicitation  of
individual? social?) social WTP) only limitedly
applicable

both individual and social | WTP elicitation a viable
preferences  important  + | option; social WTP only of

informationally rich | limited importance
aggregation mechanisms
necessary

Since our paper was mainly concerned with the theoretical underpinnings of DMV, it is too
early to provide firm recommendations for the methodological implementation of Sen’s
thoughts. The practical ideas we presented with regards to the role of participants’ motivation,
meta-rankings, and the impartial spectator need to undergo careful empirical inspection before
final conclusions can be drawn. For example, experimental designs exploring the impact of an
impartial spectator on the deliberative valuation process and outcome as well as developing
and testing suitable approaches to the elicitation of first- and second-order preferences in
group settings would be relevant research tasks in order to transfer these theoretical ideas into
practice. So far, our discussion is hopefully a fruitful contribution to a more coherent

theoretical footing of DMV and it pinpoints open questions worthy of further research.
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