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Increasing the dimensions of projects’ feasibility and appraisal
The following issues are becoming increasingly crucial factors in
assessing and determining
the feasibility of a project or a set of projects:
• The environmental impact of the project
• The interdependencies among projects
• Fund limitations (Capital Constraint): handled in the above
sections

Profit maximization versus profit sustainability
The world’s population has increased tremendously over the last
decades and this increase was coupled with exploitation and abuse of
much of our natural resources or what is currently known as natural
capital.
• The status of the natural resources or natural capital are even
questioned when it comes to scarcity and limitation in some part
of our world.
• We tend to abuse rather than use (properly) our natural stock
• Climate Change Impacts are providing even new threats to our
stock
The need to rationally use and preserve our environment
is becoming a MUST.

Why should we conserve our natural capital, even though,
the conservation measures are costly? There are three
categories of justification:
1. ETHICAL and CULTURAL: We are responsible for keeping our

environment clean and we are responsible in delivering it to our future
generation at least as we enjoy it if not in better conditions

2. BIOLOGICAL and ECOLOGICAL:
• The genetic variability of population is the first condition for their
survival
• The genetic variability is an insurance against the unforeseen
• The proper functioning of the major biochemical cycles is ensured by
the diversity of ecosystems

Why should we conserve our natural capital, even though,
the conservation measures are costly? There are three
categories of justification:
3. ECONOMICAL:
• To encourage the implementation of environmental projects
• To ensure proper management of the resources
• To conclude, considering, assessing and incorporating the costs of the
environmental impact of a given project may turn it infeasible, even it
was highly feasible before considering the environmental costs.
• once the project is feasible with inclusion of the environmental cost,
may very well ensure the project sustainability and preserve our scarce
natural resources or natural capital.

Environmental Valuation

• Traditionally, the value of environmental goods were measured as the
gross value of the quantity of biological production
• This is a poor measure that would favor the exploitation of the
resources rather than their preservation
• Currently, economists developed other ways for calculating the
economic and social value of environmental goods.
Challenging in evaluation techniques and the valuation methods
should:
• Establish conservation priorities
• Identify effective means for attaining conservation priorities
• Determine who pays the costs

COSTS, BENEFITS, WTP, WTA
Terms and Definitions
A. COSTS

• The costs involve the value to society of the resource used up

B. BENEFITS

• It is “what people want” or individual preferences
• A positive preference will show up in the form of WTP

COSTS, BENEFITS, WTP, WTA
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Terms and Definitions
C. WTP
• It is a fundamental principle in economic theory that can be used to
estimate the social benefits of preserving species
• Individual WTP differ from one individual to another: there could be
a negative or a positive WTP
• For species of national significance, WTP would be the collective
WTP of the population of the country
• For species of international significance, WTP will be the total WTP
on the part of the population of the world
D. WTA
• It is what people are willing to accept as a way of compensation for
the loss of biodiversity

Value Categories
TEV = UV + NUV

where;
TEV: Total Economic Value
UV: Use Value
NUV: Non-Use Value

A. USE VALUE:
These are derived from the actual use of resources:
Consumptive (direct) use: this is the value associated with direct use
of plants and animals for food (in that market prices are used to
calculate the net value of these products since market exists)

Value Categories
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Non-consumptive (indirect) use: this value comes from activities people
derive from observing animal and plant life
• Option value: these are values expressed through options to use the
species in the future
• Quasi-option value: it is the value of preserving options for future
use given some expectation of knowledge growth; this value is used
as a correction factor of the positive effects of protecting species
THEN,

UV = DUV + IUV +OV

Value Categories
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B. NON-USE VALUE:

- These are values that are unassociated with actual use or even the
option to use the resources
• Existence value : these are values people place on knowing that
the species exist
• Conservation value : this is the value people place on knowing
that they can pass that existence value to future generations
• Others

THEN

TEV = DUV + IUV + OV + NUV

Economic Measurements of Environmental Damage or
Improvement
• Benefits of an environmental improvement are equal to the Total
Economic Value (TEV) due to this improving and should be added to
the project TEV. (Positive or Negative Externalities)
• If the establishment of WWR treatment projects will add to the
property value and improve farming conditions in the community
should be considered as an additional part of the project TEV.
• If wastewater are dumped untreated then the losses in property
values, increase health costs due additional medications and hospital
visitations, all this losses should be estimated and added as additional
costs to the project.

Economic Measurements of Environmental Damage or Improvement
So, the basic rules of accepting or rejecting projects within the economic
assessments of the environmental impact of the projects are:
(I) IF, BD - CD – BP) > 0 Then proceed and develop the project

(II) IF, (BD – CD – BP) < 0

Then stop and do not develop the project

Where:
BD: the expected benefits of developing the project
CD: the estimated costs of developing the project
BP: The estimated benefits of preserving the environment by not developing
the project
Note: If the BP is positive (i.e., improving the environment with developing
the project rather than damaging the environment) it should be added to the
project benefit and subtract.

Valuation Techniques
A. Indirect Valuation Techniques
• Hedonic valuation technique (property value)
• Travel cost method (TCM)

A. B. Direct Valuation Techniques
• Artificial market technique
• Delphi method
• Contingent valuation method (CVM)

Tips “To GO”:
•

Traditionally, the value of environmental goods were
measured as the gross value of the quantity of biological
production, thus tends to undermined the true values and
thus favor exploitation of resources rather than their
preservation (i.e., Forests, Marine Biodiversity, ecological
sites, etc.)

Tips “To GO”:
•

Currently, economists developed other Techniques for
calculating the economic and social value of environmental
goods, indicating that the Total Economic Value (TEV) of a
Resource is the sum of its Use Value (UV) and Non-Use
Value(NUV).

Questions

