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Willingness-to-pay for the Use of Renewable Energy
by Experts

Soyoung Lim* and Eunnyeong Heo™*

This study uses contingent valuation method (CVM) to elicit willingness to pay monthly for electricity or heating
produced by renewable energy (RE). The experts who participated in the conference of the Korean Society for New and Renewable
Energy in May of 2008 were asked to answer the questionnaires: how much would you be willing to pay monthly to receive
electricity (or heating) generated by RE? We find some evidence that the respondents have higher willingness to pay for RE
electricity than RE heating even if the average electric bills were lower than the heating bills. The respondent who belongs to
a large family and has a good opinion of RE tends to show high willingness to pay for both RE electricity and RE heating.
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RE  : renewable energy

WIP : willingness-to-pay

CVM : contingent valuation method
CE : choice experiment

ML : maximum likelihood
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Willnaness-to-Fay

Fig. 1 Mechanism of eliciting willingness-to-pay for electricity
using renewable energy

Wilingness-to-Fay

Fig. 2 Mechanism of eliciting willingness-to-pay for heating
using renewable energy.
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Table 2. Sample distribution of the variables.

No. of Obs,
Variable Description —
N=99
+20's 39
*30's 31
ACGE, age ‘40's 20
*over 50's 9
¢ <=12 1
Ec?htation ears 11316 20
(yeors) y - 17-18 32
y * >=19 46
<=2 17
134 T
Y >=h 6
0: no fixed income 2
1. <200 8
2. 200-299 14
o oogwon) 4: 400-499 21
' 5: 500-599 1
6: 600—699 5
7. >=700 17
SOCPROB, 1. environmental issues 10
prime concern 0: non—environmental issues 89
1. very important 66
RENEW, 2 important 24
) 3. neutral 8
attitude to RE L
4: unimportant 1
5. very unimportant 0
CONFD,
confidence to RE 1. certain 63
development 2. uncertain 36
and diffusion
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AH(CVM, Contingent Valuation Method)
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Table 3. Logit model parameter estimates and mean WTPs.

Variable Electricity Heating
CONSTANT 2,37 2.00%*

BID 0.00072*** 0.00086***
FAMNUM 0.35* 0.30
RENEW ~1.16"** -0.95"**

Log likelihood -102.66 -127.50
Interval) (2147.9, 3191.5) (1554.8, 2359.4)

* p-value < 0,10 ** p-value < 0,05 ** p-value < 0,01

' 95% confidence intervals were obtained by the Monte Carlo simulation
technique as suggested by Krinsky and Robb (1986) with 5000
replications,
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