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AnP mer - Overview

e What's the problem?

e How can economic valuation help us?
e Key concepts and frameworks
e Progress with the application of frameworks

e Future directions
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ARP mer - The problem — externalities

Manufactured Capital

Financial Capital

Natural Capital

Forum for the Future - Five Capitals Model
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/AnP mer - How can economic valuation help us?

e Understanding the types of environmental and social
impacts that may be relevant

e Understanding the scale of these values

e Providing better/more information that can support
decision-making
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Harper & Price ‘Capitals’ approach
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e mer - Financial Accounting
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Natural Capital Accounting
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Y, d111- g Fnyvironmental Valuation - Total Economic Value

Total economic value
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AP Mer = Marine Ecosystem Services Framework

/Intermediate Services\ G‘ial Ecosystem Servic; / Goods/Benefits \
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ArP mer - Valuation Methods

Total Economic Value

Use Value MNon-use Value
Revealed Preferences Stated Preferances
conventional and surrogate markets hypothetical markets

: dose response/production functions {
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/AnrP mer - Brain Regions and Decision-making
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HM Treasury’'s ‘Green Book’

e Guidelines on the economic principles that
should be applied to the (ex-ante) appraisal
and (post) evaluation of (public) projects and

PO licies IO s
e Elements: e
Cost benefit analysis as main appraisal S
tool
Assess unvalued impacts using multi- R e
C“ter'a analySIS Stated Preference, Revealed Preference and
Subjective Well-Being Approaches
Guidance on valuation techniques for A Discusion o th Curen e

social cost-benefit analysis (Fujiwara & [Errrrrrm—
Campbell, 2011) and valuing ecosystems
(HM Treasury/Defra (2012)

Guidance on assessing additionality

Guidance on distributional analysis —
fairness, social impacts, scale




AP mer - Natural Capital Committee

e Established in 2012 - commitment
from 2011 Natural Environment White
Paper

e Independent advisory body reporting
to Economic Affairs Committee. Now in

” The Statea‘f Naturalcaplta[

n =
2 d te r m W P:;tecung anmprov ing Natur lCap:taI B

e forPrb penty nd Wellbeing
ol ~

e Published 3 State of Natural Capital
Reports

e 3rd report recommended 25 year plan s o I
to enhance natural capital — some of
recommendations now being taken
forward by Defra
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_, ~¥mrd repdit to the Economic Affairs Committee
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AP mer - Current Application of Frameworks

e Example of impact assessment (Green Book methods) -
MCZ/MPAs

e State of the environment reporting — UK NEA, MSFD
e Natural capital accounts

e Corporate accounting

e Multiple Benefits - PES, Green investments

e Application to projects
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AP Mer ——= Scottish MPAs Impact Assessment

Site analysis

Activities present and baseline * Management measure
Pressures, analysed by sector

Site features and status
(to 2035) scenarios (2016 — 2035)

* Fisheries: sector divided into min-sectors
by gear type and vessel size.

_e———a2
Costs (one off/annv il) Benefits

Total socio-economic impacts

GVA impacts (direct and indirect )

* Employment impacts (direct, indirect and induced )
@ i * Marine tourism i ici
« Industry costs Discounted economic impacts

Public sector costs (e.g. surveys, actions for
industry)

Impacts generated by changes in income and * Social welfare impacts (e.g. Social impacts
employment (primary and secondary) recreation)

* Changes in pressures
Impacts of displaced fishing « Changes to ecosystem Environmental impacts
services

Environmental

** Value evidence used (in order of preference): market, surrogate market, revealed preference, stated preference.
Transfer of values dependent on relevance to environmental change, beneficiary population, etc.

Cumulative impacts

Total network socio-economic impacts

Context information
* Scottish economic data
* Network effects

ABPmer & eftec, 2014 . ‘ @

» Discounted economic costs
« Environmental / ecosystem service impacts




ARP MEer =g National Ecosystem Assessment

e Collating information on UK
ecosystem values

Technical Report

e Developing assessment
frameworks

e Exploring application of
ecosystem services concepts
to decision-making
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anr mer MSFD Initial Assessment — Degradation Cost
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AnrP mer - UK Natural Capital Accounts

ONS and Defra programme to
develop aggregate estimates of UK
natural capital

Building on UN endorsed
Experimental Ecosystem

Accounting guidelines (2013) Natural capital accounting
. . 2020 roadmap

Seeking to incorporate natural

Capltal Wlthln UK EnV|ronmenta| Interim review and forward look

Accounts by 2020
2020 roadmap

Initial scoping for marine accounts
(2015) and coastal margins (2016)

— stocks and flows P -

March 2015
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AP mer -

Corporate Accounting

e Natural Capital Coalition — Natural — =
Capital Protocol =Q w6y e
e Framework to measure, value and D W e @ o |7
integrate natural capital into existing .. g v = 2 @ o=
business processes femr e M 3w
. ) ooy (D ENEEG g
e Helps business to understand their
impacts on natural capital and to
better manage risks o
STOCKS FLOWS VALUE FISp il e
Matural capital Ecosystem and Benefits to business EﬁEﬁ'}ﬁ'—
abiotic services and to society %
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AP mer -

Payments for Ecosystem Services

Voluntary schemes involving payments to
managers of land or other natural resources in
exchange for the provision of specified

ecosystem services A —
Terrestrial examples:

Agri-environment schemes me=

Raw water improvement schemes
Defra 16 PES pilots — RSPB Poole Harbourm. m
reducing N inputs

Deben Saltmarsh pilot — community funding
approach

Natural solutions delivering cost-effective
outcomes

for Environment

Defra’s Payments for
Ecosystem Services Pilot
Projects 2012-15

Review of key findings




AnP mer - Green Investments

e Ecosystem services increasingly used to demonstrate
multiple benefits:

Natural Capital Committee green investments

Managed realignment

Beneficial use of dredgings (sand engines, saltmarsh
recharge, mud islands)

e But:
Beneficiaries willingness to pay?
Voluntary arrangements




ARP Mmer - Using Valuation to Appraise Projects

e Public development projects

FCERM appraisal

Transport projects (NATA)
e Water industry — many examples of PES
e Private development — rarely applied

e Marine environmental decision-making dominated by EIA and
Habitats Directives

e Proposal to include ecosystem services assessment within
revised EIA Directive - rejected

e Marine Scotland - economic and social assessment of offshore
renewables

e The sea is a public resource — opportunity to ensure marine
development contributes to sustainable development
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ARP Mer - Marine Ecosystem Services Research

e VALMER o

o TIDE “NVALMER
e Ecosystem Knowledge Network Py
e Valuing Nature Network i
o Defra - Pioneer Projects S————

e JNCC — marine ecosystem ES
The =~ ®=

Tidal R

Ecosystem Service
Assessment of TIDE
Estuaries




AnP Mmer - Future Directions

e Defra 25 year environmental plan
e Natural Capital Accounting
e Natural Capital Protocol

e Work to address challenges of marine valuation
e Impact of Brexit
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AnrP mer - Conclusions

e Economic valuation can provide information to support
better decision-making

e Challenging to apply in marine environment — limited data,
legal/policy framework, stakeholder acceptance

o Likely to see increasing use of economic valuation evidence
to inform future policy direction (Defra 25 year plan)

e Increasing use of natural capital accounting by government
and business

e Brexit provides opportunity to advance policy and improve
decision-making in pursuit of sustainable development




AnP mer -

Thank you for your attention

Stephen Hull

shull@abpmer.co.uk
023 80711840



