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Re:  NSW Coastal Management Manual 

Part C: Coastal Management Toolkit 
Funding and Financing  
Using Cost–Benefit Analysis to assess coastal management options: Guidance for councils  

 
Balmoral Group Australia welcomes the introduction of a guidance document that can be used both 
by councils and consultants alike, and the opportunity to provide feedback on the draft document.  
 
Balmoral Group Australia respectfully submits our comments on the NSW Coastal Management 
Manual. For ease of reference the page number and corresponding section or paragraph are 
included below. 
 
Page 3 
Excluding second-round/ flow-on effects (paragraph 5) 
In the case of coastal management options, such second-round effects would include employment 
and indirect expenditure not directly related to the presence of a beach. 
 
BGA Comment: It is our view that the wording of this sentence would almost certainly exclude the 
beach town intangible of having beach shops etc. if the associated jobs are not captured through 
spending. Some clarity of what is determined as to the expenditure directly related to the beach, in 
view of the next paragraph (comment below) would greatly assist in clarifying this definition. 
 
Page 3 
Excluding second-round/ flow-on effects (paragraph 6) 
It should be noted that the potential effect of different management options on local businesses 
may be temporary, as some businesses would be able to adjust to changing market opportunities by 
modifying the types of goods and services they provide. 
 
BGA Comment: It is our view that it is not appropriate economic analysis to expect businesses to 
change their business model. We are not aware of any economic literature that supports this 
approach. Potentially this supersedes the fact that a cost has been occurred. 
 
Page 5 
4.1 Socio-economic profile (paragraph 5) 
For example, once a preferred option has been identified through a CBA, analysts can use the 
information from a socio-economic profile to qualitatively identify and describe potential second-
round impacts on the local community, such as impacts on businesses, employment, and income. 
 
BGA Comment: This sentence seems to be a selective use of second round impact estimates. 
 
Page 6 (paragraph 2) 
An environmental profile which outlines the different environmental values of the area being 
studied (including amenity and recreation values), will help improve the quality and decision support 
value of a CBA, and can improve the definition of the CBA base case 
 



BGA Comment: We welcome the introduction of an environmental profile at the beginning of the CBA 
process much like a socioeconomic profile.  Clarification of the bounds of the study and the 
environmental assumptions made for the analysis will provide great clarity for the consultant.  BGA 
fully supports this initiative. 
 
Page 8 (paragraph 1) 
7.1.1 Damage to or loss of built assets 
Household property and council-owned assets 
For example, some property owners may reside outside the LGA, and so costs and benefits accruing 
to these owners are outside the scope of the analysis. The value of assets should reflect the 
likelihood of the asset being damaged or lost due to coastal erosion over the timeframe of the 
analysis. 
 
BGA Comment: It is our view that benefits accrue to whomever they accrue, wherever they may be. 
The Flood Control Act of 1939 in the USA established this as a function of Cost Benefit Analysis 
stating that “the benefits to whomever they accrue be in excess of the estimated costs”. BGA is of the 
opinion that this policy setting is still valid and underpins the principles of a CBA. In the case of 
coastal households, properties still pay council rates, local labor for housing maintenance, utilities, 
and the like and should be included wherever they accrue. A non-local property owner could sell the 
property to a local owner the day after the analysis and therefore change the way costs and benefits 
are accounted for. In any case, the data required to differentiate a local property owner to a non-
local property owner is generally not available.  In our view, the absentee owner concept is not 
supported by economic theory nor by available data. 
 
Page 13 (paragraph 4) 
The guidelines also recommend that analysts re-run the discounting process using discount rates of 
four per cent and 10 per cent to assess whether the NPVs and BCRs (and relative rankings of the 
different options) are sensitive to changes in the discount rate. If there is evidence of such 
sensitivity, there will be a greater risk that a particular management option will not be able to 
reliably deliver the required benefits to the community  
 
BGA Comment: It is difficult to envision a scenario where the discounting process over multi-decadal 
horizons would not be sensitive to very different discount rates; indeed, this is presumably the 
purpose of the sensitivity analysis. By definition, the language implies that options that rely on 
recurring expenses or benefits in the future will be less reliable than those that deal with primarily 
current day dollars; Sensitivity analysis “cuts both ways” and evidence of sensitivity does NOT 
equate to diminution of benefits as the sensitivity may be driven by the cost side of the analysis 
(e.g., accelerating O&M costs) 
 
Page 15 (1st paragraph) 

 There may be financial impacts on council funds from construction of a seawall. The analyst 
should take the identified social and economic impacts of the management option, and by 
attributing them to different parties, identify the potential ‘winners’ and ‘losers’ associated with a 
particular management option. More detailed analysis can identify the scale of benefits or costs 
incurred by the different affected parties. The number of parties that can be identified in a 
distributional analysis will be dependent on the information available to the analyst. For example, 
it is not possible to ascertain the impact on property investors if there is no information on at-risk 
investment properties (e.g. the number of affected parties, whether the properties are owned by 
local investors or investors from outside the LGA).  

 
BGA Comment: We suspect that there should be a new dot point after the first sentence. 



BGA has some concerns that this paragraph provides little guidance for what defines a winner or 
loser. If some properties and their households are lost, but the community avoided a major capital 
cost, is the community a winner or loser? If a major capital cost benefits a few homes, is the 
community a winner for retaining these households? This appears to be a very subjective decision- 
making framework. There appears to be substantial  room to bias the outcome by the analyst's 
interpretation. In our view, “more detailed analysis” needs to be defined.  The availability of data 
should not favor or disfavor any group of constituents.   
 
Page 15 
12.2 Double counting (last paragraph) 
The market price of properties in the study area reflects a number of attributes that each property 
possesses, including visual amenity, proximity to the coast and the recreational opportunities from 
using the beach of which the residents of the property can readily take advantage, i.e. the value of 
recreational experiences to residents is already reflected in the price they are willing to pay to buy or 
rent the property in question.  
 
BGA Comment: Our understanding of the hedonic literature is in conflict with this statement. In an 
informal poll of economists, we have not identified anyone who has seen studies that represent that 
hedonic values capture the entire community's recreational value. 
 
Page 16 (Footnote) 
2 Landry and Hindsley (2011) suggest that hedonic price studies can generally detect an influence of beach 
quality on house prices up to a distance of ~300 metres from the beach (Land Economics vol. 
87(1)). However, this 300 metre limit is likely to be an artefact of the technique itself (related to the 
minimum effect size that is likely to be detectable through hedonic analysis), rather than an indication that 
environmental values are not capitalised in housing values throughout coastal regions more broadly. 

 
BGA Comment: Landry finds that the values cannot be teased out after 300 m, partly due to 
confounding effects of other factors that are more important to value than the beach at that 
distance. This does not imply that the value would cover the recreation for the whole region if only 
those other factors could be teased out; on the contrary, it implies that hedonic values have a very 
tight proximity effect, and beyond that they do NOT capture larger community values. This is well 
accepted in hedonic studies. The studies cited in fact do not have properties 300m behind them due 
to topography; it is either swamp/marshland or ocean. 
 
Page 29 (paragraph 5) 
Appendix 6: Valuing recreation impacts 
Note that in accounting for the recreation values obtained by tourists, only the portion of tourist 
expenditure that is producer surplus should be included, as this is the appropriate measure of value 
to the relevant LGA. 
 
BGA Comment: We believe that the figure quoted (30%) is arbitrary. There appears to be no cite or 
discussion on the origins of the consumer surplus conversion factor.  BGA is of the opinion that this 
figure should be supported further. 
 
Page 32 
(ii) Land taxes 
Land taxes are paid to a party (i.e. the state government) outside the scope of the CBA. 
Therefore, benefits or costs to the state government are not included in the CBA. To the extent that 
land taxes are not paid due to land being lost to erosion, a benefit is obtained by land owners. 
 



BGA Comment: If council rates are considered a transfer, it would appear appropriate that land taxes 
would be as well, rather than a benefit. To treat Land taxes as anything but a financial transfer, 
would be to create perverse outcomes. As already mentioned, restricting the scope of the CBA is 
likely to result in perverse outcomes.  
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Re:  NSW Coastal Management Manual 

Part C: Coastal Management Toolkit 

 Funding and financing 

 Comments on the Consultation Draft, Funding Mechanisms Guide 

 

 

Balmoral Group Australia respectfully submits our comments on the NSW Coastal Management 

Manual, Part C Funding and financing, Consultation Draft, Funding Mechanisms Guide. For ease of 

reference the page number and corresponding section or paragraph are included below. 

 

Page 8   

Under “Identifying funding sources and mechanisms”, step 5 in the table includes evaluating the 

nature of benefits associated with the proposed coastal management action, and who should 

contribute to the cost. The last item is public benefit to local community, and indicates that a relevant 

funding mechanism available is “opportunistic use of other (council) income such as interest in 

investments”.       

BGA Comment: Our view is that few Councils have excess investment income that would be sufficient to 

fund capital investments. If the investments were so large to support income that would fund large 

projects, the investments themselves would probably be used to fund the project. 

 

Page 9 

Property leasebacks 

Property leaseback is an implementation mechanism that could be considered as part of a managed 

retreat or settlement realignment strategy. It involves a purchaser buying land and leasing it back to 

the previous occupier (or a new occupier) and in so doing recouping a portion of the purchase costs 

over time. 

BGA Comment: There does not appear to be a role for Council in this transaction. The lender decides 

whether to finance a property, and the property owner decides whether to borrow. It is unclear where the 

coastal management action comes into play, but in any event it would not appear to be a source of 

funding for Council. 
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