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PREFACE

Degradation of the marine environment can result from a wide range of sources.
Land-based sources contribute 70% of marine pollotion, while marine transport and dumping
al sea contribute 10% each, Degradation of the marine environment can also result from a
wide range of activities on land. Iluman settloments, land use, construction of coastal infra-
structure, agricultre, forestry, urban development, wurism and industry can affect the marine
covironment. Coastal erosion and siltation are also of particular concern. Furthermore, coastal
crosion is ong Of the main issues [or many developing states, including small islands, in Lhe
context of long term sea-level rise. All kinds of marinc and coastal degradation require spe-
cific actions to control or reduce their social impacts. These actions are costly, and the meas-
urernent of costs and social benefits is a very important component of the decision process to
prepare narional environmental policies for sustainable development and to formulate financial
projects to be submiited [o relevant development barks and financial institutions concerned
with the welfare of human beings.

« The United Conference on Environment and Development (UNCED, 3-14 June
1992) calls upon countries to undertake activities to meet three fundamental objectives, re-
flected in Agenda 21, Chapicr 8: &) to incorporate environmental costs in the decisions of
producers and consumers, to reverse the tendency to treat the environment as a “free good™,
znd to pass these costs on to other parts of socicty, other countrics, or future generations; b) to
move more fully towards integration ol social costs and envirenmental costs into cconomic
activities, so thal prices will appropriately reflect the relative scarcity and total value of te-
sources and contribute towsards the prevention of environmiental degradation; and c) to include,
whenever appropriate, the use of market principles in the framing of economic instruments and
policies to pursue sustainable development.

UNCED recognized also the specifics of the marine environtent in Chaper 17 of
Apgenda 21, and the need o promote the Integrated Management for the Sustainable Devel-

. opment of Coastal Areas, and Lhe Sustainable Use and Conservation of Marine Living

Resources. In particular, the necessity 1o provide for an integrated policy and decision-making -
process, & promote the development and application of methods that reflect changes i value
resulting from uses of coastal and marine areas, inchading pollution, marine crosion, loss of
regources and habitat destruction and the development of hioeconomic models for the sustain-
uble use and protection of marine living resources. In addition, to strengthen the protection of
the marne environment, UNCED rocognized the necessity to develop economic incentives,
where appropriate, o apply clean lechnologies and other means consistent with the internaliza-
tion of environmental costs, such as the “pollater pays” principle, so as to avoid degradalion of
the: marine environment.

The UNEP Governing Council in its decision 17/33 of 21 May 1993 authorized
the Executive Director to implement inter afia, the following sub-programmes: Environmental
Management of all Kind of Seas and Coastal Area Management (Sub-programme 4), and
Environmental Geonomics, Accounting and Management Tools (Sub-programme 6}.

The present docwment, “Environmental Economics for Integrated Coastal Aren
Management: Valuation Methads and Policy Instruments®, [ils in (he overall strategies
designed to implement both above-mentioned sub-programmes, and particularly their follow-
ing components on: Feynomic Policy Instruments, io examine the status of current research
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Resource Valuation, to indentify gaps in existing knowledge, by providing developping
countries with geidance for decision-making based on economic raticnale and principles for
environmentally sound and sustainable development; and, to cxplore how the application of
valuation techniques will hclp asccrtain cnvironmental costs and in twrn enable developed and
developing countries to fulfil their global environmental tesponsabilities, and to estimate the
costs of making the transition to environmentally sound and sustainable development; Inte-
grated Coastal Ares Planning and Management (ECAM), to formulate a tectinical frame-
work strategy fot integrated coastal arca planning and management with special emphasis on
its economic and environmental benefits, Land-Based Sources of Pollution, to develop a
common methodology to determine the range of cost-effectivencss of protection measures and
their overall economic benefits for coastal areas; and Marine Living Resonrees, to fornlate
intcgrated management plans for the protection and conservation of coustal and marine ecosys-
tems, critical habitats and/or their living resources, based on ecological, social and econamic
criteria.

The Oceans and Coastal Areas Programme Activity Centre of UNEP ({OCA/PAC)
in cooperation with Environment and Economic Unit (UNEF/EEU) initiated in 1993 a prog-
ramme component on Environmental Economics for Integrated Coastal Area Management to
be implemented at the regional and national levels, theough (he Regional Action Plans for the
Protection and Development of the Marine and Coastal Environment, in order o assist
decision-makers in the implementation of programmes for the econemie analysis of marine and
coastal issucs and the economical formulation of altemmative policics for sustainzble develop-
ment, and at the global ar multi-regional level, in order {o devclop recommendations on com-
mon methodologies to be applied through the UNEP Regional Seas Programme and to make
available to decision-makers experience and knowledge accumulated throngh the Regional
Action Plans.

En cooperation with the University of Rhode Island (URI, Department of Resource
Economics, Prof. Thomas A. Grigalunas, Prof. James ). Opaluch and Jerry Diamantides,
" Instructor in Economics) and the University of Washington (Department of Economics, Prof,
Gardner M, Brown Jt), UNEP DCA/PAU has prepared » series of reports focusing on method-
ologies to valuc goods and services provided by the manne and coastal environmment, with a
specidl emphasis on methodolngies applicable to deveinpmg countries, for the purpose of
experts tratning.

On the basis of thesc reports, the present document “Envirpnmenial Economics
Jor Integrated Coasial Area Management: Valuation Methods and Policy Instraments” has
been prepared to contribute in the implementation of programmes on the Integrated Manage-
ment of Coastal Areas for national capacity building through training workshops and piot-
studies in some among the thirteen regions covercd by the Regional Seas Programme. The
present docurnent aims at providing background information and case studies for economists
well experienced in the ficld of microcconomics. The first serics of activities on environmenial
economics based on the present document, wil! he developed in an inlegrated manmer through
the West and Central African Action Plan (WACAF) in 1995 in co-operation with FAQ.

Professor Thomas A. Grigalvnas served as principal investigator and coordinalor
for this project. He is responsible for Chapter 1, the Introduction, Chapter 5, Stated Prefer-
ences, und Chapter 9, Summary and Conclusions. He also eo-authored Chapter 7, Other Ap-
proaches, and Chapter 9, Policy Instruments, with Jerry Diamantides; and was also a co-author
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Brown attthored Chapiers 3 and 4. These chapters cover the Travel Cost Method and Hedonic
Analysis, respectively. Professor James Opaluch was the major anthor of Chapier 2, Eco-
nomic Concepts, in collaboration with Professor Grigalunas. He also wrote Chapler 7, en the
Productivity Approach. Jemry Diamantides, an Instructor in economics and a Ph.D» Candidate
at LRI, co-authored Chapter 7, Other Approaches, and Chapter &, Palicy Tnstruments, both
with Professor Grigalunas,

A special expression of appreciation goes to Mr. P. Schrdder, Director, OCA/
PAC, for his contimuons suppoft to the development of envirotimental economics programmes
for the integrated management of coastal areas. The authors wish also to acknowledge the
enthusiasm, encouragement and ntellecrual support given, throughout Lhis project, by D,
Richard Congar, Scnior Programme Officer, UNEP OCA/PAC, in charge of projects on
envircnmental economics, and the contribution of Ms. Ruth Batten, Editorial Assistant, for
her patient efforts in reviewing, editing and finalizing the document for printing. Special
recognition also is due ta Mr. Xevin Needham, a research assistant in the Department of
Resource Ecopomics at the University of Rhede island (or bis coniobutions, particulaily to
the chapter on Stated Preferences. Appreciation also is expressed to Stephen Olson who
provided comments on the first draft of Chapter 1 and suggested the use of a case study.
Thanks also are due to Ms. Clarice Coleman for her secretarial help.
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