Project Plan (Advancement 2003)

Project:  
Economic values of surface water in the Motueka Catchment

Leader:  
Michael Krausse, Landcare Research, kraussem@landcareresearch.co.nz, (06) 350 3817

Collaborators:
John Finlayson (AgResearch, john.finlayson@agresearch.co.nz, (07) 838 5093)


Neil Deans (Nelson Marlborough Fish and Game Council, ndeans@nmfgc.co.nz, (03) 544 6382)

Lewis Metcalfe (Federated Farmers of NZ Inc., lewis.metcalfe@ts.co.nz, (03) 543 9134)

Issue:  
Allocating the rights to a potentially scarce environmental resource requires judgments to be made about the benefits and costs of use, and the strengths and weaknesses of different allocation mechanisms. Generally, however, the information available when decisions are being made is limited. In particular values foregone are generally less well understood and rarely quantified in a way that allows comparison with the benefits of resource use. The issues are therefore:

· How do we credibly value non-market benefits associated with environmental resources?

· How much should we spend on acquiring additional information before making a decision?

· Which mechanisms allocate environmental resources in a way that best matches social/community goals.

Objectives:  To quantify the economic values of surface water in the Motueka River catchment by estimating the marginal benefits and costs to key users of different flow management and irrigation regimes. To review the outcome of historic public investment in catchment management and assess the accuracy, completeness, and biases of the analyses used to justify that investment. 

Background:  This project is partly conducted in the ICM programme and partly in an AgResearch programme. The ICM component has evolved from a valuation of instream flow to anglers, to a wider valuation of instream flow across the community. This expansion of focus was a result of a recommendation from Professor Jeff Bennett (an expert in Choice Modeling, the valuation technique being used) and of the results of focus group meetings with anglers that highlighted the generic nature of many of the values involved. The AgResearch component of the project builds on the TDC funded regional water strategy prepared by Lincoln Ventures, and explores the marginal value of irrigation water to dairying and dry stock farming in the catchment. It includes an estimation of nitrogen, phosphate, and E. coli exports from pastoral farming under different irrigation scenarios. 

Approach:  

Understanding values associated with flow and water quality in the Motueka river:

This component is in progress and is based on a survey of Nelson/Tasman residents exploring values associated with use and management of the Motueka river. Remaining tasks include:
i) Complete 2 further focus group meetings to finalise the choice model format and pre-test survey questions for the mail questionnaire.

ii) Distribute mail survey instrument stratified by residential location.

iii) Conduct supplementary face-to-face interviews using verbal protocol analysis to identify the thinking processes being used by respondents when they consider the choice questions, and the consistency of those processes with decision theory.

iv) Complete the analysis of choice data and VPA data by mid February 2003

v) Present results to the CRG and stakeholder groups in March 2003

vi) Complete a scientific paper for submission to a peer-reviewed journal.

vii) Publish a summary of the results on the ICM website by June 30 2003

Enterprise models of the marginal value of water in pastoral farming (AgResearch)

This component is in progress and is based on models of dairying and dry stock farming in the upper Motueka catchment. Remaining tasks include:
i) Define annual climate profiles (wet, average, dry) and develop pasture growth profiles by irrigation level for each across a range of soil types

ii) Calculate economic farm surplus for dairying and dry stock farming for different levels of access to irrigation water.

iii) Calculate estimates of N, P and E. coli exports for each farming type and scenario 

iv) Present results to the CRG and stakeholder groups in March 2003

v) Publish a summary of the results on the ICM website by June 30 2003

The value of economic information in public investment and policy-making 

This component is at the proposal stage and, if approved, would begin in July 2003

i)
Review the cost benefit analyses used to support the Waimea East Irrigation scheme and Upper Motueka Catchment Control scheme with particular reference to the types of costs and benefits included in the analysis, and their magnitude.

ii) Develop pre- and post-scheme land use maps for both schemes.

iii) Compare pre- and post-scheme land values relative to comparable land outside the scheme areas.

iv) Compare pre- and post- scheme population and employment data relative to comparable communities outside the scheme areas.

v)  Identify and quantify (if possible) environmental costs and benefits associated with both schemes.

vi) Complete revised cost benefit analyses for both schemes and draw conclusions about the usefulness and value of pre-scheme analyses.

Community goals and water allocation mechanisms

This component is at the proposal stage and, if approved, would begin in July 2003

i)
Review the historic development of water allocation mechanisms in Canterbury, Otago, and Nelson/Tasman.

ii)
Develop a set of assessment criteria for institutional arrangements and allocation mechanisms based on social and community goals for water allocation.

iii) Complete an international review of institutional arrangements and allocation mechanisms.

iv) Construct an economic model of alternate allocation mechanisms for the Motueka catchment based on the hydrological and agronomic models developed for the Motueka..

v) Test and evaluate social and economic outcomes of alternate allocation mechanisms .

Progress:  

Understanding values associated with flow and water quality in the Motueka river:

Focus groups exploring values associated with catchment management and water quality have been completed. A draft stated preference questionnaire for anglers has been developed and is being tested. The questionnaire will be in circulation mid November to mid December.

Enterprise models of the marginal value of water in pastoral farming (AgResearch)

Climate and land systems data is being provided to AgResearch by Lincoln Ventures and Landcare Research. Farm systems models are in preparation.

Outputs & Outcomes:  
Understanding values associated with flow and water quality in the Motueka river:

Outcome:

Improved water allocation policy in the Motueka at the sub-catchment scale.

Outputs:

An estimate of the monetary value of changes in passive use and existence values associated with the Motueka river with changes in flow and water quality

An evaluation of the usefulness of choice modeling as a tool for assessing non-market values of environmental goods

Enterprise models of the marginal value of water in pastoral farming (AgResearch)

Outcome

Improved water allocation policy in the Motueka at the sub-catchment scale.

Outputs

An estimate of the monetary value of changes in pastoral farming productivity with changes in the availability of water for irrigation 

An estimate of changes in N, P and E. coli exports with changes in the amount of irrigation on pastoral farms in the Motueka Catchment

The value of economic information in public investment and policy-making 

Outcome

Improved decision making over public investment in catchment management projects

Outputs

Estimates of the economic efficiency of past public investment in catchment management

Identification of key omissions from pre-project investment analyses and recommendations as to critical parameters for evaluation

An estimate of the value of improved information prior to public investment.

Community goals and water allocation mechanisms

Outcome

A framework for analyzing alternative water management and allocation mechanisms

Outputs

A review of how and why we have the range of water allocation mechanisms currently used in New Zealand, and other options that are available

A set of assessment criteria for institutional arrangements and allocation mechanisms based on social and community goals for water allocation.

An evaluation of alternate allocation mechanisms for the Motueka catchment.
Resource requirements are based on approximately 0.5 FTE senior researcher and a Masterate scholarship in years 1 and 2 followed by 0.5 FTE senior researcher and 0.5 FTE graduate researcher for years 3 and 4. The work has a significant national interest component associated with the value of economic information in public investment decision making. The 20% contribution from the resource management agencies reflects:

a) the value of assessing the costs and benefits associated with local public investments and the guidance that will provide to imminent decisions about public investment in water management, and

b) the value of a wider review of institutional arrangements and allocation mechanisms to resource management policy at a national level.

