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By looking at the materials balance model, we have been able 
to identify clearly three economic functions of the three economic functions of the 
environmentenvironment:
 resource supplierresource supplier
waste assimilatorwaste assimilator
 direct source of utilitydirect source of utility

They are economic functionseconomic functions because they all have a positive positive 
economic valueeconomic value: if we bought and sold these functions in the 
market-place they would all have positive pricespositive prices.

The dangers arise from the mistreatment of natural environments 
because we do not recognise the positive prices for these we do not recognise the positive prices for these 
economic functionseconomic functions.  
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Imputing values forImputing values for 
nonnon--market goods and servicesmarket goods and services
• Environmental goods and services often have no market price 

tag and a considerable amount of uncertainty can surround 
their true value.

• To make comparisons involving an unpriced good or service, it is 
necessary to impute a value.

• Imputing values involves finding a willingness to paywillingness to pay measure 
in circumstances where markets fail to reveal this information. 

Monetary valuation of non-market environmental assets may be more 
or less imperfect given the particular asset together with its 

environmental and valuation contexts; but, invariably, some valuation 
explicitly laid out for scrutiny by policy-makers and the public, 

is better than noneis better than none, because none can mean 
some implicit valuation shrouded from public scrutiny

CENTRAL MESSAGECENTRAL MESSAGE
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Why do we value the environment?
The economic evaluation of the environment helps decision-makers to integrate into the 
decision-making process the value of environmental services provided by ecosystems. 
Direct and external environmental effects are expressed in monetary terms in order to 
integrate them into the calculation of homogenous aggregate CBA indicators of net
benefits.

Evaluating environmental impacts in investment projects
Most public infrastructure projects have negative or positive impacts on the local and 
global environment. Typical environmental impacts are associated with local air quality, 
climate change, water quality, soil and groundwater quality, biodiversity and landscape 
degradation, technological and natural risks. A decrease or increase in the quality or the 
quantity of environmental goods and services will produce some changes, gains or 
losses in social benefits associated with their consumption.
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http://www.iucn.org/http://www.iucn.org/aboutabout/union//union/commissionscommissions//wcpawcpa//wcpa_whatwcpa_what//wcpa_capacitywcpa_capacity//wcpa_economicwcpa_economic//
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http://www.youtube.com/http://www.youtube.com/watchwatch?v=TAWVhp6i93Y&feature=channel_page?v=TAWVhp6i93Y&feature=channel_page
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The Economics of Ecosystems and 
Biodiversity (TEEB) study 

is a major international initiative to draw 
attention to the globalglobal economiceconomic benefitsbenefits of 
biodiversity, to highlight the growing costscosts of of 

biodiversitybiodiversity lossloss and and ecosystemecosystem 
degradationdegradation, and to draw together expertise 

from the fields of science, economicseconomics and policy 
to enable practical actions moving forward
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“One report estimated 
the cost of building and 
maintaining a more 
comprehensive network 
of global protected global protected 
areasareas – increasing it 
from the current 12.5%- 
14% to 15% of all land 
and from 1% to 30% of 
the seas – would be 
$45bn a year$45bn a year, while the 
benefits of preserving 
the species richness 
within these zones would 
be worth $4$4--5tn a year5tn a year”. 
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