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Environment and Economy : The Link

Economy needs and relies on environment as:

source of energy; source of materials; major element of social capital; depository
for waste!

‘Bad’ economic management therefore ‘degrades ‘ environment:
- depletes resources and energy; impacts social capital and increases waste

And hence: —

- the environmental revolution of the 60’s, SHD of the 80’s , Agenda 21 of the 90’s
and Millennium Development Goals — and to some extent the Ecosystem Based
Approach










Yes, it does because

= In our global, market based economies ‘money’ is the language that is understood
by all. To be heard we need to talk in money terms .

Economics is the science of ‘efficient’ allocation of scarce resources including

environmental resources. If economic principles of utility maximization within
budget constraints are not followed then we simply waste our resources.

= ___In other words we always need to look at our benefits and costs for any decision
" to use resources

—

—
— ___,.:-.l-

. Efficiency in this context is a Pareto Optimum where no one can get better off
unless someone gets worse off .







= But it is not hopeless because:

= There is a body of economic theory and practice that can assist

Environmental Impact Assessment, monetized to the extent possible
Benefit Cost Analysis (BCA); Cost Efficiency Analysis (CEA)

Total Economic Value as sum of Use Value ( human based direct use , indirect use
and option use)) and Non use Value ( intrinsic bequest value and existence value)

om—
Valuation techniques including Production Change, Hedonic Costing, Contingent
Valuation method ( Willingness to Pay) ; Travel Costing




= Are we being taken seriously ?

= Not by a lot of planners as our numbers are often biased by personal judgment,
by poor data, absent long term data etc

= Not by macro economists in national accounting

= Not by radical environmentalists !

Yes by the World Bank , GEF and UNDP — not sure about UNEP ?
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= Varied in different countries /different levels




= Anything that we can do to be better heard ?

Need to become convinced ourselves first!
Be better trained !
Build it into our projects .

Focus on the doable, simple , understandable issues !

www.caspianenvironment.org







