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E. Risk
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apig or cup.

Risk is like it.
Pousdex ofrisk

A. Roud pricing1 .

murt.

Public hiways gen, rev.
2. trust wass, specific

Primary Frunk
Veley.
Tutiary

vouch

User Manger out,ber.
Collection conto

hyal liability
men's good

almo perm
Tempo.

aunt



cont

B. Prices as conversion factor

Monspany maker lag price to law

Fish ett. muidetable

Nommandectable gunds
Authetic value

Hiking is goodfor poor peoplegund
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Schofield
» Refr...
2). Purposes

a) Goo or no

6) Ranking or
c) heale

d) when

Contexts.

priority

Limitations

(aProjects or programms + parts of projeva)
Es crite or export(leaning by experience)
Many fields
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Wedges betwem real &_obsemed costs.
which demand

Marent problems

Intangibles

Ripple effects of B.L.C.

Ideological bim
Clay biur
Effic. bins (or us, distrib

no observed wilt.price
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Non-political bias

Engnicemiy bias - (ignore demand,
use requirement instead, regardless ofprice).
(Boulding se engineers)

Identify B&C+
Benefits contribon to offectiven , wurd. by_

willingness to pay
TR.+.C.S.

Idry.beus.

( feedstock creates rents to willrites justus.
water creater farm landnews ?...)..

Depends on how site-specific the feedstade is...
+

horizontal. E.g. rec . bens.
elg. bens to Alim or us.

-vertical..(Multiplien ?)
Ay is respent, multipliers,

assuming is a net. AI;__assuming.45 is good,etc,
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shadow prices +
A. If union ware rates are too high, une

no cort
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Not med in pructure

unemployment rate

.P = probability of drawing lieber from idle poul
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B. Intangibles, how

1) Put- equivalent
2) Willingnes

une lowee

to est. sheulow p.

to valueT

pay

WTo... from rean,
3)Miss Effect on l.v. -- noise, e.g.
4) Al earnings after trug.

Clawson method

0. c.
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Questionnaire - how much will
? (How muchwd.

pay?
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youCost -effectivenes.wethod. Where
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(like body - count) & min muit cost..
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A. +
Objectivity.
aid ratiorationality in some cases.
Suideliver needed where CBQ needed,jeBa
Practical.I useful.
Longer periods make decision hender

Intangibles tough . Ure on fudge factorthe

+
Cares: Columbia, Prace.

+
sluck burning & regenation

+
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B. Valuation. +
Ruby Creete , Lek debris

costo

K $300,000

Op. 150,000.

PV = 1,800,000 10yrs

undiscounted.
ndry
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Burfin..

100 000 /y₁.
sale of wood....

idry
reduced wortby Haebon

Bound collecting watels

50,000 /m.
500 000

Rechewed loves tofickenman
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Max. a progum goal
Accept the good =tf. 1290 A lodgepole

piùe...

D. which project
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Objectives & coucheauto

Criteria for clecisions

Semitivity

More & better wadh.for
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more objectives.
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E... Classof road t
Time frame is important. Bespecific_

justified ?Regeneration not

Fish benefits.
to fishermany .Environmentalists

speck for fish . +
Leave-strips only benefic environmentalgroups

++Minority report.
-CBC is old stuff.

=

change.
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bequantified

Indulgences can be priced

CBC favous developer , bes of murnt bias..
(but it hurts developer)
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A Problem : A road designer has the choice of installing a 30-inch culvert for $2,000 ,

or a 48- inch culvert for $ 3,000 . With the smaller pipe , there is a 5 percent chance at

the beginning of each winter that the culvert will be washed out , in which case it will

be replaced by a 48-inch pipe . The larger pipe always has adequate capacity .

The cost of installing a 48- inch pipe rises 10 percent compounded per year due to

inflation . Interest on borrowed money costs 11 percent per year .

Which pipe should be installed initally to minimize the expected present value of

all costs?

1 .

2. The Basic Solution

A

.B

0.05

0.95

ALTERNATIVE A :

ALTERNATIVE B :

0.05

0.95 0.05
1
I

10.95

Present value = 3000

Washout in first year 2000 + 3000 (1.10 ) / ( 1.11)

second year 2000 + 3000 ( 1.10 ) ²/ ( 1.11 )²
third year. 2000 + 3000 (1.10) ³/(1.11)³

Expected present value

= 4538

∞

Discounted Costs

i= 1

2000 + 3000 (0.05 ) 1.10
1.11

2000 + 3000 (0.05) [0.95 (1.10)/ (1.11)]¹
0.95

3,000

0.05 ith vear 2000 + 3000 ( 1.10 ) ¹/ ( 1.11 ) i

1
1 - 0.95 (1.10) / (1.11)



3. Refinements

a) Constructing decision trees. by pruning branches to reveal the

b) Assigning probabilities with the help of Bayes Formula .

c)

essential details .

d)

Discounting future costs - with the aid of the historic relationship

between interest rates and inflation .

Modifying the problem for the chance of the road becoming obsolete .

1
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REFINED SOLUTION

Wi

A.

(2177)

W₁

Washout in spring of year i
Road Abandonned in autumn of year i

1 /20.F

19/20

48"

| (4143)

30"

0.8

0.2

I

2/21

W₂

19/21

1/21

W₂

20/21

48"

(5883)

30"

A2

48"

(3922)

30"

A₂

A₁

3000

2000 + 3000
1.02

2000 + 2000 + 3000
1.02

2000 + 2000 + 2000
1.02

2000 2000
1.02

(1.02)²

2000 + 3000

2000

2000

(1.02) 2

2000 + 2000

(1.02)²

(1.02)²
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1. Services of the Forect.

~

2. Clientele
a
b. Paylas, wer banis.sinut puyers,

fees for
Free accen

Demand is conditioned by whether

3. Geography

access

aucun

Uniform policies

4. Non market able aspen ?

Option demand

Dispersed
control

50. Specific demund.

you mustpay.

bad, bes. regions cliffer.

Practically
home

30,000 miter offerent roads, hand to

site- specific.

Genalized elemand . Hiking, wandlung."distance- decary factorsubject to a

It falls offfaster than specific demand

betterto close in ferents have rent, & repery

Can wacket anything

1
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5( cont.)

51a, Specific Interest Clien . Let more intensive equat.sia,
hikung,Meantime, generalized demand get ignoud:

country skiing, hunting if gemulived enough)cross co -
Open acces near the center causer over use.

cause spreading out. I wonder .would therefore

6. Pricing the resource.
Landis the resource.- it produces all the services.
a... Great features, minural interest, No Mayer open access.

Leave it to them.6. Special intent
Open membership. organized group.

toate potholes.
!Golf Clubs are 075 bis. they don't make money.

ce. Lause, Ilclefined groups.
User chaye, or access licence.

d. Semeatived dement.
Fue per wit harvested.

Pricing

or fee related to cast of acces

2

tull roads.


