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Resources and services generated on natural land areas such as food provisioning, climate 

regulation and recreational services are essential for the well-being of mankind in multiple 

ways. Ensuring a sustainable use of natural resources and in particular land is hence of high 

importance to society. Population growth and increasing economic activity, however, 

compromise natural systems and thus threaten the provisioning of these goods and services. 

Climate change is an additional reason for concern.  

To govern a more sustainable use of land in the future, analyses are required that provide 

economic estimates of the costs and benefits of land conversion and human activities inducing 

ecosystem services loss. However, economic analyses require information on prices of goods 

and services. Such information is unavailable for most ecosystem services, i.e. for those 

which are not traded on markets. To obtain this information, economic approaches to valuing 

non-market environmental goods can be applied.  

The objective of this paper is to contribute to the environmental valuation literature by 

providing a comprehensive assessment of the economic value of land cover in Germany using 

two different approaches; the subjective well-being approach and the hedonic pricing 

approach. The empirical analysis is based on socio-economic information of the SOEP and 

detailed land cover information for more than 9000 municipalities provided by the IÖR 

covering the period 2006 to 2010. Multilevel regressions of life-satisfaction and housing rents 

on amongst others land cover information (including urban, cultivated, natural and protected 

areas) are conducted. The analysis accounts for several important issues such as time-

invariant factors using panel estimation techniques, endogeneity of income and land cover 

information and spatial relationships of land cover. From the estimated relationships the 

(implicit) marginal willingness to pay (MWTP) estimates for the different categories of land 

areas are derived. A comparison with estimated values from the environmental valuation 

literature and its implications is provided.  
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