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ABSTRACT 

Worldwide, whale watching is a growing business for coastal communities but 

over-exploitation of the environment, particularly in developing countries, is still a 

common problem for which tourism does not provide a simple solution. The situation 

demands economic conservation measures that provide incentives for local people to act 

as stewards of the environment. This study investigates the economic value of gray 

whales (Esc*hrich~i~o ~ . o b u s t ~ ~ s )  in two communities in Baja, Mexico. I develop a cost 

benefit framework for estimating the amount of econon~ic rent that gray whales generate 

for local communities and offer cost effective strategies to maximize this rent, accounting 

for distributional effects of income to stakeholders. Results show that the rent currently 

captured by local communities is significant but not maximized. Moreover, analysing the 

current permit structure, which serves to limit whale watching capacity, reveals that the 

call for more permits andlor larger boats is unjustified. 

Keywords: econonlic rent, multi-objective management, producer surplus, whale 

watching, gray whale 
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C H A P T E R  1 I N T R O D U C T I O N  

1.1 Overview 

The loss of biodiversity is one of the most striking problems of our time. Many 

scientists agree that biodiversity is not only essential for the earth's ecosystems but also 

crucial for our own existence (Gowdy 1997). Biodiversity conservation is a world-wide 

issue especially prevalent in resource based communities of developing countries where 

family survival depends on the availability of common pool resources. Unfortunately, the 

abundance of wildlife is often viewed as a "barrel without a bottom" making over- 

exploitation a conlmon issue. One way of dealing with the problem is to investigate what 

strategies and incentive structures would convince people to sustainably use their natural 

resources (Wunder 2000). 

Nature-based tourism is often advocated as a conservation strategy for developing 

countries as it gives local people motivation to protect the wildlife and ecosystems that 

attract visitors , while benefiting the community (Gossling 1999). This economic 

incentive is crucial for achieving economic development and nature conservation, 

especially in areas where no environmental regulation and enforcement occurs (Wunder 

2000). But as long as protected areas do not allow local people access, eco-tourism will 

not provide a long-term strategy to promote sustainable community development and 

ensure a long-term flow of benefits from conservation (Bookbinder et al. 1998). 

In this context, Mexico provides an interesting case study since it is one of the 

world's richest countries in terms of its biodiversity and also rapidly developing in many 

of its hinterland regions. Therefore, finding long-term community development strategies 



is essential for preserving biodiversity values 011 the local, national, and international 

scale. The "Baja born" eastern North Pacific gray whale (Eschricktius robttstus) is among 

Mexico's charismatic wildlife species. Gray whales migrate annually from their feeding 

grounds in the Arctic Ocean to their breeding sites in bays off the west coast of Baja, 

where they stay from January until March. Along their migratory route, the whales have 

become an icon for coastal communities in Mexico, Canada, and the United States, that 

seek alternative income through nature-based tourism (Hoyt 200 1). Whether or not the 

whales will keep coming back to whale watching destinations along the Pacific West 

Coast depends on successful conservation efforts in Baja's breeding lagoons (Figure 1-1). 

This study will focus on the Bahia Magdalena lagoon con~plex which is the 

southern most breeding lagoon of the eastern North Pacific stock of gray whales (Figure 

I - 1 and Figure 3- 1 ). Among other breeding sites on the west coast of the Baja Peninsula, 

Bahia Magdalena in particular was subject to extensive commercial whaling in the mid 

1800's and again in the 20"' century (Dedina 2000: Le Boeuf 1999). Due to their 

protective waters, these bays are nursing habitat for the gray whales.' However, lagoons 

leave the whales very vulnerable to human exploitation, which decimated the stock from 

ca. 20,000 animals to only 4,400 in 1575 (Dedina 2000). The U.S. Navy was permitted to 

use parts of Bahia Magdalena for bombing exercises in the 1890s. Subsequently, the 

population plummeted to an all time low of 3000 animals in the early 1950s (Dedina 

2000). 

In 1933, Mexico signed the first worldwide whale conservation regulation, the 

Geneva Convention for the Regulation of Whaling of 193 I, and in 1949 joined the 

' The tcrni bay and lagoon is used synonyn~ously meaning the breeding lagoons of the gray whale. 



International Whaling Con~mission (IWC). In 1946, Mexico ratified protective legislation 

prohibiting the harvest of gray whales off its coast and signed the first conservation 

agreement that ended the era of com~nercial whaling in ~ e x i c o . '  In 1971, Mexico was 

first in declaring a sanctuary for whales. Over the 1970s and 1980s Mexico was one of 

the first countries in the world to set aside several marine protected areas in the lagoons 

of Ojo de Liebre and Guerrero Negro, and later San Ignacio. Together with adjoining 

terrestrial areas, these lagoons form the Vizcaino Biosphere Reserve (established in 

1988), which the UN declared a World Natural Heritage Site in 1993 (Dedina 2000). 

Figure 1-1 Baja Peninsula with breeding lagoons 

' Also, ovcr-harvesting of the whale stock and thc collapsc of thc rnarkct for whalc oil madc the industry 
unprofitable (Dcdina 2000). 



1.2 Specific problem statement 

The Bahia Magdalena lagoon complex does not contain any protected areas, even 

though i t  harbours the third largest congregation of gray whales (Urban et al. 2003). 

Despite growing income from tourism, the richness and diversity of local fisheries 

remains the backbone of the economy of Bahia Magdalena and draws a large influx of 

migrant workers. The exploitative pressure on marine resources caused by outside 

pt.rmisionarios remains largely unregulated due to the centralized government system ill- 

suited to deal with problems in hinterland regions.' As a result, many shellfish species 

have not recovered within the last 20 years and other fisheries are declining (Young 

1999). While local fisheries are dwindling, new alternatives in tourism are on the horizon 

but rarely offer solutions. During the two-month-long whale watching season, a number 

of local fishermen convert their fishing boats into tour vessels to take visitors whale 

watching. While few visitors spend time in the local communities beyond what's required 

for whale watching, a growing number of shops, hotels, and restaurants are trying to keep 

visitors in town longer (Garcia Martinez 2006). 

Communities in Bahia Magdalena are facing several challenges including 

declines in local resources, increased tourism causing cultural change, and the seasonal 

influx of migrant workers. Conflict over resource allocation and the lack of trust between 

people arriving from different parts of the country often inhibit local collaboration that 

could be an important part of a solution (Young 1999). Even though local participation is 

difficult to achieve, and night not guarantee the success of conservation efforts, the 

' Prr-t~~isioncrr.io.s arc cconomically and politically powcrful large-scalc permit-holder-cntrepreneurs that 
mainly rcs~dc outsidc of thc Bahia Magdalcna rcgion. Per.~r~i~iorra~.ios cmploy migrant workers to cxploit 
shellfish rcsourccs that arc not cxclusivcly fishcd by locals (Young 1999). 



economic valuation of wildlife can be an important bridge between people divided by 

conflict but with common long-term goals. 

1.3 Research objectives 

This study serves as the economic corner stone of a three year long research 

project investigating the prospects of community-based management. In particular, I 

estinlate the financial contribution of whales to the communities of Bahia Magdalena and 

offer solutions for maximizing this benefit. In addition, the analysis focuses on who gains 

and who loses from whale watching in Bahia Magdalena. 

The specific objectives of this research are to: 

b examine the environmental factors influencing local whale abundance; 

> describe local whale watching activity in each community; 

)i analyse the cost structure and organization of the whale watching industry 

in two communities; 

estimate the econonlic contribution (economic rent) attributable to the 

gray whales; 

'r investigate the distribution of rent among business owners, workers, and 

government; and 

b recomnlend strategies for maximizing these economic benefits to the 

community. 



C H A P T E R  2 L I T E R A T U R E  R E V I E W  

2.1 Economic valuation of wildlife 

As the encroachment of humans on nature continues, society seeks ways to assess 

the trade-offs involved in its development actions. The demand for estimating the value 

of environmental assets is growing as they become more scarce (Smith 1993). 

Quantifying the econon~ic value of nature has been a part of social and economic research 

since the late 1970s and 1980s and serves as a tool for better decision making (Bockstael 

and McConnell 198 1). The methodology focuses mainly on the demand side, such as the 

travel cost method or contingent valuation techniques, but also takes supply side 

approaches based on production theory (Barbier 1994; Ellis and Fisher 1987; Freeman 

and Harrington 1990). 

Studies devoted to estimating recreational demand and the willingness of 

consumers to pay for wildlife viewing are numerous (Maille and Mendelsohn 1993; 

Moran 1994; Barnes 1996; Navrud and Mungatana 1994; Naidoo and Adamowicz 2005). 

The studies show that non-consumptive wildlife values are substantial and call for 

strategies to conserve this value. Barnes (2001) investigates the contribution of wildlife to 

national income in Botswana and finds that wildlife viewing provides higher economic 

returns compared to safari-hunting. ~Maille and Mendelsohn (I 993) estimate the value 

tourists associate with visiting a nature reserve in Madagascar at US$ 276 to US$ 360 per 

visitor and year. Navrud and Mungatana (1 994) measure the recreational value of a 

national park in Kenya at 7.5 to 15 million US$ per year; while Moran (1994) quantifies 

the annual consumer surplus of protected areas in Kenya at US$ 450 million per year. 



Recently, discrete choice methods improved and extended the contingent 

valuation method as shown by Naidoo and Adamowicz (2005), who examine the 

contribution of biodiversity to tourists' willingness to visit a forest reserve in Uganda. 

The authors derive people's relative preferences in viewing a diversity of bird species and 

estimate the demand for nature based tourism in this context. Results show that as the 

number of bird species rises visitors are more willing to visit the area (Naidoo and 

Adamowicz 2005). However, the reliability of the contingent valuation method has been 

widely debated. For example, concerns for potential bias arise from the hypothetical 

nature of the methodology (Mitchell and Carson 1989), or relate to strategic incentives, 

the bidding approach to questioning. and other nlethodological issues (Smith 1993). 

Even though studies measuring consumer surplus offer first insights about the 

value consumers associate with observing wildlife, they fail to provide a complete value 

picture that incorporates consumer and producer values. The usefulness of many 

valuation studies has been weakened by a failure to properly frame the specific policy 

questions that they are meant to answer (Pagiola, von Ritter, and Bishop 2004). A 

question of utmost importance for the success of conservation efforts is whether local 

stakeholders benefit or lose from conservation (Martinez-Alier 200 1). Local participation 

is essential for successfid policy implementation, particularly in rural areas of developing 

countries where economic interests and conservation often conflict (Young 1999). 

Illustrating the financial value of local wildlife resources to local communities is crucial 

for achieving conservation. Since locals are in many cases the suppliers (producers) of 

wildlife viewing tours, the analysis requires an estimation of producer surplus. 



Studies investigating the value of wildlife to producers are rare, underlining the 

fact that research has given less attention to values at the local level. 

2.2 Economic studies concerning whales 

There have been a number of econon~ic studies on whales, mainly using 

bioeconomic models to find optimal management solutions associated with harvest and 

non-consumptive use (Conrad 1989; Horan and Shortle 1999; Kuronuma and Tisdell 

1994). Conrad's ( 1  989) harvest model for bowhead whales estimates the net benefits 

derived from whales as the sum of consumptive and non-consumptive use values 

assuming alternative rates of discount and different levels of conservation.' Kuronuma 

and Tisdell (1 994) and Horan and Shortle (1 999) develop extensions to Conrad's (1 989) 

framework applying i t  to assess harvest regulations for ininke whales in Antarctica. The 

authors conclude that the moratorium on minke whales is not economically efficient 

unless the species has substantial non-consumptive values (Kuronuma and Tisdell 1994). 

Horan and Shortle 's (1 999) model is spatially explicit and accounts for uncertainty in the 

levels of the multiple stocks of minke whales. The authors conclude that the moratorium 

is efficient as long as existence values are included, since these raise the opportunity cost 

of harvesting. 

Adding to the debate over consun~ptive and non-consumptive use values, Bulte 

and van Kooten ( 1  999) as well as Horan and Shortle (1 999), offer an interesting view on 

the costs of preventing wildlife species from going extinct. The authors argue that the 

economically efficient preservation of charismatic species depends on the marginal value 

4 Economists rcfcr to whalcs as being a rrrixcdgood bccause consuniptivc and non-consumptive use valucs 
exist. 



of the species. Estimating marginal values allows for the distinction between the benefit 

to society from preventing a species from going extinct and preserving a species above 

minimum viable population n ~ m b e r s . ~  Under varying assumptions on discount rates and 

the inclusion of non-market values, extinction and preservation can both be optimal from 

an economic perspective (Bulte and van Kooten 1999; Horan and Shortle 1999). In terms 

of implementing successful conservation policies, the calculation of marginal value is 

crucial in order to understand how net benefits change under changing environmental 

conditions (Bulte and van Kooten 1999; Loomis and Larson 1994; Pagiola, von Ritter, 

and Bishop 2004). 

Studies addressing the non-consumptive use value of cetaceans are often found in 

the tourism and recreation literature and less so in the bioeconomic genre. Marine 

mammals such as dolphins and gray whales are a magnet for tourists in coastal 

communities worldwide. The tremendous increase in whale watching activity since the 

early 1990s is evidence of increasing non-use value (Hoyt 200 1). This "new consumption 

of the animal performance" serves as an argument against whaling and for the 

conservation of the species (Cloke and Perkins 2005). Critics of a ban on whaling argue 

that harvesting whales is culturally important to indigenous people and should be part of 

a development strategy for aboriginal communities (Moyle and Evans 2006). Moyle and 

Evans (2006) also criticise past socio-economic studies such as Hoyt's (200 I), who 

illustrates conservation value equal to gross revenues thus not accounting for the costs 

associated with providing whale viewing services or other dimensions of the whale 

watching experience. 

Charismatic wildlifc rcfcrs to animals that have widesprcad popidar appcal such as the panda bcar, wolf, 
whalc, or clcphant. 



Few socio-economic studies exist on measuring welfare effects of whales, and 

focus mainly on estimates of consumer welfare, ignoring the value to producers entirely. 

Day (1 957) quantifies the non-consumptive use value of whales to whale-watchers in 

Massachusetts, USA, and crosschecks estimates from a contingent valuation survey with 

calculations using the travel cost technique. The first contingent valuation survey eliciting 

values for eastern Pacific gray whales was conducted by Hageman (1 985). In a survey of 

California households, the author estimates the mean annual willingness to pay (WTP) 

for gray whale conservation to be US$26.98 per year (Hageman 1985). 

Chien ( 1  994) and Loomis and Larson ( 1  994) conduct two additional valuation 

surveys on gray whales and find similar results. In addition, results from these studies 

indicate diminishing marginal WTP in relation to increasing whale abundance. Users are 

willing to pay US$ 10.89 for a 50% increase in the population of eastern Pacific gray 

whales, whereas for a 100% increase they are willing to pay less than double that, US$ 

14.52." Further findings also suggest that increases in the population of whales will make 

nort-roers more likely to become whale watchers. As would be expected, there is higher 

WTP for users compared to non-usem. 

Utilizing data by Loomis and Larson (1994), Larson and Shaikh (2003) estimated 

the demand for gray whales and calculated consumer surplus for three whale-watching 

sites on the California Coast. WTP estimates range from US$ 79 to US$ 360 per person 

depending on trip length and location (Lal-son and Shaikh 2003). Besides the deficiencies 

and strengths of studies discussed above, the work by Foucat and Alvarado (1 998) 

represents the only attempt to value benefits of gray whales to local communities in Baja. 

6 Uscrs arc tlcfined as pcoplc who whale watch 



However, the authors estimate the benefits communities derive from gray whales based 

on aggregate revenue information wliicli is inconsistent with economic theory because it 

ignores the costs associated with viewing whales. 

Summarizing, preceding studies indicate that there is significant non-use value 

associated with the eastern North Pacific stock of gray whales. Due to the one sided 

consumer approach to valuation, however, the above mentioned studies provide an 

inconlplete value picture because they ignore the value to producers at the local level. 

Studies that attempt to estimate local benefits are not in compliance with econonlic 

theory which calls for a more thorough micro-economic analysis as suggested by this 

study. 

2.3 Valuing the environment to producers 

Economic rent theory provides a framework for estimating net social returns from 

natural resources. The concept of economic rent was first introduced by one of the most 

influential classical economists, David Ricardo ( 1  8 17). The classical school of economics 

employs three factors of production, land, labour, and capital, each earning a distinct type 

of income: rent, wages, and interest. In economic terms, rent accrues to the owner of the 

land in excess of the cost ofkeeping the land in its current use. Note, the latter definition 

emphasizes the owner's trade-offs involving utilizing the land in its current use, by 

accounting for the income that the land could have earned in its second best use 

(opportunity cost of land). In the context of natilral resources, economic rent is defined as 

the surplus remaining "after revenues from natural resources have been disbursed to pay 

all costs of production - including a return on investment, or 'normal profit', equivalent 



to what could be earned in the next best use of the capital" (Gunton and Richards 1987, 

p.xxxi). More generally, Anderson (1985) defines rent as the difference between the 

social value of an economic activity and the social cost attributable to that activity.' 

Gunton and Richards ( 1  987) call economic rent the most appropriate measure for 

estimating the contribution of natural resources to human welfare. 

Ricardo ( 1 8 17) defines two concepts surrounding resource rent: scarcity rent, 

which exists in situations where the resource is scarce, and dijJerential rent which is rent 

received through resources of differing quality.x Other conceptually different categories 

of rent include monopoly rent, user cost rent, and windfull rent (Gunton and Richards 

1987). Scarcity rent arises in situations when resources are limited in supply. On a per 

unit basis, scarcity rent is equal to the difference between the product price and the 

nlarginal production cost. Di^fewntiul rent, often calculated in the mining sector, for 

example, is defined as the difference in cost between one mine just covering the cost of 

labour and capital (marginal mine) and another mine generating a surplus above the costs 

of production (intra-marginal mine) (Gunton 2004). Intra-marginal mines can occur in 

situations when higher quality ore, cheaper transportation, or easier extraction exists. 

Monopoly rmt arises when producers exercise market power to curtail supply in order to 

raise the price and generate rent. User cost rent is generated when current resource prices 

increase due to people's anticipation of resource exhaustion. Windjull rent originates in 

cases of inelastic supply where an unanticipated increase in demand raises price in the 

short run and causes above-normal returns to producers. An additional complication 

related to windfall rent is the concept of yiiusi-rent, which is defined as the income 

7 Social cost accounts for thc opportunity costs associated with utilizing all factors of production. 
8 Diffcrcntinl rent is sometimes also callcd Ricardian rent. 



earned by a fixed input and therefore equal to the opportunity cost of capital investment. 

In other words, quasi-rent occurs through the distinction of short run costs, as the sum of 

variable and operating costs, and long run costs, which include capital costs since capital 

is variable in the long run (Gunton and Richards 1987, p.33-34). 

Econonlic rent analysis is widely applied to quantify the benefits to society from 

developing a resource and to find ways to compensate the resource owners (the public) in 

the form of taxes (Anderson 1985). For the economic analysis of non-renewable 

resources, rent theory is employed to measure resource scarcity of minerals (Halvorsen 

and Smith 1984), to develop optimal depletion rules of mineral deposits (Frechette 1999: 

Gunton 2004), and to formulate efficient tax policy for mining (Sunnevag 2002; Gunton 

2004). In the renewable resource sector rent analysis is utilized to analyse rent dissipation 

(Walker, Gardner, and Ostrom 1989) and the effectiveness of fishing fleet rationalization 

programs (Schwindt, Vining, and Globennan 2000), or to estimate the social welfare 

impacts of changes in fisheries management (Holland 2000). In tourism, Davis and 

Gartside (200 1 ) estimate the welfare impacts of changes in management of a marine 

reserve applying rent theory. Grafton, Lynch and Nelson (1 998) compare Ricardian rent 

in the forest product industry for different forest sites, where one site is more productive 

and therefore yields more timber for the same amount of capital and labour, resulting in 

higher Ricardian rent. The authors calculate Ricardian rent as the sum of the value of 

outputs minus the sum of variable input cost, and the revenue forgone if the fixed factor 

would have been employed in the next best alternative activity. The more productive thc 

fixed factor (higher quality) the greater differential rent (Grafton, Lynch, and Nelson 

19%). 



Sumniarizing, the above mentioned studies illustrate the wide applicability of rent 

analysis to investigate effective taxation, changes in management policies, and industry 

efficiency with the latter constituting the main goal of traditional rent analysis. Besides 

the overarching aim to maximize rents, however, a more novel approach to the analysis 

incorporates considerations of equity as being the distribution of income to all claimants 

of economic rent. 

2.4 Addressing issues of equity and distribution 

Increasingly, conservation and development strategies centre around local 

communities due to their direct linkage and dependence on natural resources (Pagiola, 

von Ritter, and Bishop 2004). However, besides calculating the magnitude of local 

welfare, the question of who gains and who loses from utilizing the environment is a 

growing consideration of effective policy development. particularly in developing 

countries (Charles 1988; Martinez-Alier 200 1). lssues of equality are intensified in the 

context of common pool resources such as fisheries, where a wide range of stakeholder 

interests can create conflict and add coniplexity to finding effective management 

schemes. Fisheries are commonly known for having a variety of management objectives 

including social considerations such as maintaining the resource, econon~ic performance, 

and equity (Charles 1988). 

The question remains whether fisheries management should focus on maximizing 

resource rents, be concerned with equity, or whether both goals are obtainable. Bromley 

and Bishop (I 977) argue that social welfare considerations need to be "based on both 

efficiency and equity" (p. 299). This multi-objective view constitutes a paradigm shift 



away from the traditional single-objective of rent maximization. But Hannesson ( 198 1 )  

warns that there is no "best world" and that multi-objective management is associated 

with trade-offs between objectives. 

Research on wealth distribution often en~ploys the Lorenz curve which 

graphically illustrates the distribution of income in society (Lorenz 1905). Extending this 

framework, the Gini index quantifies inequality by determining a ratio based on graphical 

areas measured under the Lorenz diagram. An index of zero is attributable to perfect 

equality while an index of 100 is associated with perfect inequality (Gini 1921)." 

Studies on the distribution of rent in fisheries are quite numerous (Griffin, 

Lacewell, and Nichols 1976; Huq and Huq 1985; Toufique 2000). Griffin, Lacewell, and 

Nichols (1976) analyse the distribution of net social returns in the Gulf of Mexico shrimp 

fishery and find that crew members' share of rent is less affected by changes in product 

price than the share going to vessel owners. However, if crew and vessel owners split 

some of the costs, which is common in fisheries, rent accruing to crew-members becomes 

more sensitive to changes in product price. Huq and Huq ( 1  985) apply the Lorenz curve 

and calculate Gini indexes to compare income distribution across different regions in 

Bangladesh. Toufique (2000) investigates the distribution of rent in the inland fisheries of 

Bangladesh, and concludes that fishers receive large amounts of rent but ownership and 

access rights are important factors determining the amount of rent received by individual 

fishers. Also the distribution of rent is more egalitarian, the better the fishing grounds are, 

suggesting that heterogeneity between fishing grounds plays a role in the distribution of 

rent (Toufique 2000). 

" Mcxico's Gini-index is cqual to 49.5 compared to Swctlcn's 25 a n d  Bolivia's 60 (Unitctl Nation5 2000). 
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Other n~ethodologies to describe the distribution of income can be found in the 

pro-ject valuation and cost benefit literature. For example, Curry and Weiss (2000, p. 265) 

discuss income distribution effects of a telecommunications project to different 

stakeholders such as project owners, workers, lenders, government, and telephone users. 

Their approach is based on estimating income flows from financial statements and 

analysing income transfers between stakeholders. The advantage of Curry and Weiss's 

(2000) approach lies in the ease of discounted present values tracing the distributional 

effects of the project. In particular, the annual income flows of the project are capitalized 

into a net present value that is used to analyse the distribution of income over the Iife of 

the project, instead of comparing income effects year by year (Curry and Weiss 2000). 

Critical to note, however, is that the approach becomes inaccurate when financial and 

economic prices change over time, in which case the conversion factor is not constant 

(Curry and Weiss 2000, p. 266).1•‹ 

10 For cascs whcrc a projcct's outputs and inputs are tradable, liniincial prices nccd to bc converted into 
cconomic priccs. Economic priccs take into account thc cffccts tradc has on supply and denland of thc 
projcct's inputs and outputs, by employing a conversion hctor (Curry and Weiss 2000, p. 71). 
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C H A P T E R  3 E C O N O M I C  A N D  E C O L O G I C A L  L I N K A G E S  

3.1 Total abundance 

The eastern North Pacific stock of gray whales (Eschrichtit~s robustus), also 

called the California stock, is the largest of the two populations of gray whales still in 

existence today." Besides the smaller western population inhabiting the coast of Korea 

and hunted to almost extinction, the eastern stock is healthy and totalled approximately 

22,000 animals in 1995 (Hobbs et al. 2004). The population has recovered in recent years 

from two periods of exploitation in the mid 1800s and mid 1900s, when numbers reached 

all time lows of 4,400 and 2,894 animals, respectively (Dedina 2000). Recent estimates 

of the stock size before the 1800s range between 13,000 and 20,000 animals (Witting 

2003). Even though gray whales have a low population growth rate of about 2.5 percent 

and a long gestation period of 13 months, the population has recovered and doubled in 

size since 1972, in part due to conservation measures taken by the International Whaling 

Commission (Buckland and Breiwick 2002). 

However, further growth of the eastern North Pacific stock is already affected by 

changes occurring in their primary food source (Le Boeuf et al. 2001). Recent studies on 

nutritive conditions in gray whales reveal under nourishnlent and low recruitment (Moore 

et al. 2001 ; Le Boeuf et al. 2001 ; Perryman and Lynn 2002). Gray whales feed on 

amphipods, which are suspension feeders that live in mud and sand on the ocean floor 

primarily in the Chirikov Basin, a marine area located between the Bering and Chukchi 

Seas. The shallow waters of the Chirikov Basin produce approximately 70 percent of the 

" Sub-fossil records, dated A.D. 500. indicate that historically the gray whale also inhabited the Atlantic 
(Ricc and Wollnan 197 1 ). 



world's biomass of amphipods. Research shows a decline in the amphipod population in 

this area, possibly due to increased predation pressure caused by the doubling of the 

eastern North Pacific gray whale stock since the 1970s (Le Boeuf 1999). The decline of 

amphipods is also seen as an indicator that gray whales are reaching carrying capacity 

(Le Boeuf 1999). Other propagates of this starvation hypothesis think that the major 

threat to the eastern North Pacific stock of gray whales is the decline of its prey rather 

than the change in environmental conditions in the breeding lagoons (Urban et al. 2003). 

Besides environmental factors influencing stock size, some small scale harvesting 

by aboriginal groups is taking place. In 2004 the International Whaling Commission 

(IWC) set the total catch limit for the eastern North Pacific stock of gray whales to a total 

of 620 whales between 2003 and 2007 with a maximum of 140 in any one year (IWC 

2004). These whales can only be taken by native peoples whose traditional, aboriginal, 

and subsistence needs have been recognised, such as Natives of Alaska and Chukotka 

(Siberia) (IWC 2004). 

3.2 Variation in abundance 

Every fall, gray whales are displaced from their Arctic feeding grounds by the 

approaching sea ice and their inability to break through the ice for respiration (Rugh, 

Shelden, and Schulman-Janiger 2001). Once their urge to migrate overrules their drive to 

continue feeding, the whales travel between 8000km and 10000km from the Arctic 

Ocean to lagoons of the Baja Peninsula (Figure 1-1). From December until March, the 

warm and shallow waters of the lagoons are nurseries, reproduction areas, and locations 

where the whales can conserve energy during times when their Arctic feeding area is 



covered by sea ice (Rugh, Shelden, and Schulman-Janiger 2 0 0 1 ) . ' ~  Perryman et al. (2002) 

finds evidence that the longer the primary feeding area remains ice-free the higher the 

calf production in the following year. 

The whales take approximately two months southbound, and three months for 

their northbound journey, which constitutes the longest migration of any mammal (Rugh, 

Shelden, and Schulman-Janiger 2001). Feeding during migration is uncommon since the 

whales' food source is mainly located in the Arctic Ocean (Mate, Lagerquist, and Urban 

R. 2003). The resulting six months long energy deficit causes the whales to be more 

slender in shape on their northbound migration compared to the southbound journey 

(Perryman and Lynn 2002). During southern migration, northern lagoons are 

subsequently filled earlier due to the closer geographic distance from Arctic feeding 

areas. Consequently, whales reside longer in northern bays than in the lagoons to the 

South (Rugh, Shelden, and Schulman-Janiger 200 1 ). However, the shape of the annual 

temporal distribution is believed to be similar across all lagoons following a normal 

distribution (Gard 1978; Rice et al. 198 1). 

Research on the distribution and relative abundance of gray whales at their over- 

wintering sites indicates that most whales concentrate near the mouth of the breeding 

lagoons at the beginning and end of season. During the peak, whales distribute more 

evenly, also occupying central and upper parts of the lagoons (Gardner and Chavez- 

Rosales 2000). Researchers categorize whales visiting the breeding lagoons into two 

groups that show slightly different temporal distribution patterns. Cow-calf pairs are first 

in entering the lagoons whereas single adults, juveniles, and non-parturient females 

I? Since food is rcstrictcd during wintcr, the whalcs nccd to conscrvc thcir fat rcservcs which is morc 
cfticicntly tlonc in warmer water. 



constitute the second group and follow later. The latter group displaces the mothers and 

calves from the lagoon entrance to more protected nursing areas inside the lagoon which 

results in longer residence times for cow-calf-pairs (Gardner and Chavez-Rosales 2000; 

Norris et al. 1983). Urban et al. (2003) estimate the average residence time for single 

whales in Ojo de Liebre to be 13 days whereas mother-calf-pairs stay up to 22 days. This 

seasonal pattern causes whales to persist at the lagoon entrance throughout the season, 

whereas areas located further inland are more likely to be occupied during peak season 

(Rice and Wolman 197 1 ; Norris et al. 1983; Jones, Swartz, and Leatherwood 1984). 

Determining the time when whale numbers peak in the lagoon is complicated by 

the fact that southbound and northbound migrations somewhat overlap when the last 

southbound migrants meet the first northbound whales (Rice et al. 198 I). Also, the date 

at which whale numbers peak differs among single whales and cow-calf-pairs. For 

example, in Laguna Ojo de Liebre, the northern most breeding site, the number of adult 

gray whales is highest between February 1" and 1 8lh whereas the number of cow - calf - 

pairs reaches its peak between February 1 2Ih and 1 5Ih (Rice et al. 198 1). Moreover, whale 

numbers generally peak later in southern bays than in northern breeding sites (Pkrez- 

Cortes, Urban, and Loreto 2004; Rice et al. 198 1). In the southern most breeding area of 

Bahia Magdalena, Perez-Cortks (2004) observes a maximum combined count of single 

whales and cow-calf-pairs between February 14'" and February 27'". Migratory timings 

have not significantly changed since the 1970s (Rugh, Shelden, and Schulman-Janiger 

2001). 

Besides the seasonal fluctuations caused by migration and breeding activity, 

historical surveys indicate that many of the lagoons are subject to year by year variations 



in the abundance of whales (Perez-Cortes, Maravilla, and Loreto 2000; Urban et al. 

2003). Annual fluctuations in abundance can be caused by climatic events or 

environmental disturbances such as changes in tides. For example, the El Niiio event in 

1998 caused a large reduction in the relative abundance of gray whales in Bahia 

Magdalena (Gardner and Chavez-Rosales 2000). Instead, the missing proportion was 

observed in San Ignacio and Ojo de Liebre, two breeding areas to the North of Bahia 

Magdalena that were not as affected by the increase in water temperature (Perez-Cortks, 

Maravilla, and Loreto 2000). 

Besides climate impacts, other environmental influences can change relative 

abundance in the breeding lagoons. For example, tidal activity and ocean current can 

transport large amounts of sand to and from lagoon entrances inhibiting whales from 

entering the protected lagoon areas (Norris et al. 1983; Perez-CortCs, Maravilla, and 

Loreto 2000; Urban et al. 2003). Le Boeuf (1 999) and Pkrez-Cortes (2004) indicate that 

such clogging of lagoon entrances causes the number of whales to fluctuate 

unpredictably. The phenomenon causes temporary abandonment and occurs pal-titularly 

in the Santo Donlingo Channel which constitutes the northern part of the Bahia 

Magdalena lagoon complex. Other examples of temporary abandonment were found in 

Guerrero Negro but researchers are divided over what causes the temporary displacement 

of whales there. Gard (1 974) relates evidence of increased boat traffic through shipping 

of salt occurring between 1957 and 1967 to an abandonment of Guerrero Negro as 

nursing area during that time. Others believe that the change in location of the salt 

shipment facility no longer required dredging of thc lagoon entrance leaving the entry 

channel impassable for ships and whales alike. The lagoon no longer serves as an 



important breeding and nursing area (Pkrez-Cortes, Maravilla, and Loreto 2000; Urban et 

al. 2003). 

3.3 Habitat utilization 

Less than one third of the eastern population of gray whales visits the breeding 

lagoons in Baja; the remainder spreads along the coast from Alaska to California (Dedina 

2000; Pt5rez-C:ortks, Maravilla, and Loreto 2000). At present, not all lagoons are equally 

important for calf production and populatioi~ numbers have varied over the last 150 years 

due to exploitation in bays where commercial whalers had easy access to the breeding 

locations. Since pregnant female gray wl~ales return to their natal lagoons for calving, 

hunting in a particular lagoon can have detrimental long-term effects on a lagoon's future 

population (Goerlitz et al. 2003). Today, Laguna Ojo de Liebre is the most important 

breeding lagoon with 53 percent of all calves born, followed by Laguna San Ignacio 

(I  I%), Laguna Guerrero Negro (9%), Estero Soledad (12%) and the main part of Bahia 

Magdalena (5%) (Rice et al. 1981).13 Recent research on gray whales using photo- 

identification studies and recent genetic testing suggests that individuals return to the 

same lagoons year after year to mate and nurse their young (Goerlitz et a!. 2003). 

However as discussed above, changing environmental conditions such as climatic 

changes aild tidal current seem to influence this site-fidelity. The observed behaviour 

shows that pregnant gray whales might not strictly choose their place of birth for calving 

over any other breeding ground. Instead site preference and relative abundance are 

dependent on changing environmental conditions which might force whales to abandon 

1 -3 Estcro Solcciad comprises thc northcrn part of thc Bahia Magdalcna complcx and is also callcd Santo 
Doiningo Chnncl .  Thc cstero is locatcd ncar thc town of' Pucrto Adolfo Lopcz Matcos, onc of thc study 
sitcs of this project. The cntrancc to thc cstcro is callctl the Boca dc Solcdad. 



one breeding site and colonize another. This type of behaviour is conin~only known to 

occur among metapopulations (Hanski and Gilbin 199 1). In ecology, the theory of 

metapopulations suggests that populations live in a patchy environment characterized by 

extinction and recolonization of vacant habitat patches (Hanski and Gilbin 199 I). 

3.4 Human impact on gray whales 

Research on human activities threatening gray whales focuses mainly on short- 

term reactions to human impacts, rather than investigating long-term consequences 

(Moore and Clarke 2002). Impacts range from coastal and offshore development to whale 

watching and commercial fishing. The level of disturbance caused by coastal 

development seems to increase the likelihood of gray whales abandoning their breeding 

lagoons (Findley and Vidal 2002; Gard 1974; Reeves 1977). A prime example for the 

loss of valuable breeding habitat is San Diego Bay. Before the 1950s the bay was heavily 

populated by the gray whale but the enormous coastal development caused the whales to 

abandon the area (Reeves 1977). Another example of human activity displacing whales 

from their nursing areas is Guerrero Negro as 1 mentioned in the previous section (Gard 

1974). In addition to the currently used breeding lagoons on the west coast of the Baja 

peninsula, there were two more calving sites on the Northwest coast of mainland Mexico 

(western coast of Gulf of California) where a small number of gray whales congregated 

until the mid 1980s. Findley and Vidal (2002) believe that the whales left these breeding 

areas because of increased disturbances through coastal development. 

Breeding cow-calf pairs are especially affected by development occurring in the 

inner areas of the lagoons because during gestation the pairs utilize shallow areas closes 



to shore more frequently than solitary adults, breeding pairs, and juveniles who swim 

outside the lagoon (Ollervides and Pkrez-Cortes 2000). Coastal development could cause 

mothers and calves to abandon the protected waters of the inner lagoon areas and force 

them to move offshore where the survival of calves would be more uncertain due to 

higher predation of killer whales (Orcinus orcu) and more turbulent ocean conditions 

(Perez-Cortes 2005). 

Offshore oil and gas developn~ent, large commercial vessel traffic, or aircraft can 

negatively affect gray whales particularly in the way they communicate (Moore and 

Clarke 2002). Gray whales use underwater vocalization, which may be disturbed by 

underwater noise from seismic activity or engine noise from boats or airplanes. Moore 

and Clark (2002) mention, that eastern North Pacific gray whales may be stressed by 

increased noise levels near shipping lanes or ports, particularly apparent in the Southern 

California Bight. Also, common fisheries related whale deaths occur when whales get 

entangled in fishing gear or collide with fishing vessels. In British Columbia for examplc, 

27 percent of all gray whale fatalities are related to fishing activity (Baird et al. 2002). 

Whale watching can also negatively affect gray whales in their nursing areas as 

well as on their migration path (Duffus 1996; Ollervides and Perez-Cork 2000; Heckel 

et al. 2001). Depending on the angle and speed of an approaching vessel, gray whales 

change their swim velocity and swim behaviour, which is believed to increase their 

energy consumption (Heckel et al. 2001). In particular small boats such as the ones used 

for fishing and whale watching in the breeding lagoons can severely harass whales 

(Norris et al. 1 983). Since annual reproduction occurs in the specific nursing area, any 

detrimental effects from whale watching in these locations can impinge on a year's 



production of calves and jeopardize the status of the stock (IWC 2000). Gray whales are 

most vulnerable in their breeding grounds where they congregate more densely than in 

any other parts of their migration (Heckel et al. 2001). However, most researchers do not 

consider whale watching activities to be solely responsible for variations in the whale 

abundance and habitat utilization (Ollervides and Perez-Cortes 2000; Perez-Cortes, 

Maravilla, and Loreto 2000). More likely, the variation in the number of whales visiting 

the lagoon annually is related to changes in the environment such as climatic or 

physiologic effects, as discussed in the previous section. 

3.5 Local resource conditions 

The Bahia Magdalena lagoon complex consists of an extensive array of narrow 

mangrove channels and wide open waterways that are subdivided into three regions: the 

northern, middle and southern region (Figure 3- 1) (Rice et al. 198 I)." Even though the 

three regions are connected by water ways navigable by humans, the whales cannot pass 

through the narrow channel, called Curva del Diablo (Devil's Bend). Curva del Diablo 

connects the northern region with the middle section of the bay. This natural border 

creates two separate local subpopulations, one in the north utilizing the Santo Domingo 

Channel and the other in the middle and southern part utilizing the main part of Bahia 

Magdalena and Bahia Alnlejas (only partly shown in Figitre 3- 1 ), respectively (Perez- 

Cortes, Maravilla, and Loreto 2000). 

14 Similar to all calving lagoons on the west coast of Bqja, Baliia Mogdalena was formcd by the subsiding 
coastal plain millions of ycars ago, allowing sca water to brcak thc coastal dunes and flood parts of thc 
desertcd hinterland. Tidal action drcdged parts of the very shallow lagoons to fbrm channcls that now reach 
maximum dcpths of I S to 20 meters, dccp enough for whalcs to pass (Rice ct al. 198 I ). 
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Whales are spotted most frequently in the two dark areas indicated on Figure 3-1 

(Dedina 2000; Norris et al. 1983; Pkrez-Cortks 2005; Rice ct al. 198 1). In the northern 

region, whale watching activities are based in the small fishing town of Puerto Adolfo 

Lopez Mateos (PALlM), whereas tour boats operating in the middle part of the lagoon 

complex embark from the largest fishing town in the area, Puerto San Carlos (PSC) 

(Figure 3-1). No whale watching is allowed in the southern section of the lagoon 

complex. For the remainder of this report I will refer to the northern location as PALM or 

the Santo Domingo Channel and refer to the middle part of the lagoon complex as PSC or 

simply Bahia Magdalena. I call the whole region consisting of northern, middle, and 

southern parts, the Buhiu ~lfugu'ulerza lugoon corriplex. 
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Figure 3-1 Regions of the Bahia RiIagdalena lagoon complex 
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Approximately ten percent of the breeding population of gray whales frequent the 

Bahia Magdalena lagoon complex. Two thirds visit the northern part of the lagoon 

complex, whereas the remainder congregates in the middle and southern sections (Le 

Boeuf 1999; Rice et al. 198 1 ; PCrez-Cortks, Urban, and Loreto 2004). The first whales 

arrive in early January and leave by the end of March (Perez-Cortks 2005; Rice et al. 

198 1 ). In 1980, maximum counts for each part of the lagoon con~plex were observed 

between Feb 7"' - Feb 10"' (Rice et al. 198 1). 

The whales utilize the region differently, where the Santo Domingo Channel 

constitutes one of the most productive breeding sites with 12 percent of all calves born to 

the eastern North Pacific stock, Bahia Magdalena attracts more solitary whales for mating 

and congregating (Rice et al. 198 I ; Perez-Cortks, Urban, and Loreto 2004). While, the 

lagoon in PALM harbours predominantly nursing mothers and their calves (83 percent), 

89 percent of all whales observed out of PSC are single whales (Le Boeuf 1999). 

The observed pattern of habitat utilization with only a few cow-calf-pairs visiting 

Bahia Magdalena did not always occur. Le Boeuf (1 999) states that Bahia Magdalena 

once was a more important breeding site during pre-exploitation times. Considering the 

fact that mothers are more likely to return to their natal lagoons than to other breeding 

sites, the reason for the lack of mother-calf-pairs in PSC relates to extensive past 

conlmercial whaling for which Bahia Magdalena was very suitable (Le Boeuf 1 999).15 

Summarizing, Bahia Magdalena provides an interesting case study because the 

Bay seems to be a n~arginal breeding area at the southern end of the migratory path that 

-- -- - - 

I5 Largc ~~cssc l s  arc ablc to casily navigate through thc entrancc to Bahia Magdalcna which creatcd 
particular inccntivcs for commercial whaling. 



has unused capacity. From an econon~ic perspective, the increase in population of gray 

whales expanding the use of this area could more than in other lagoons affect economic 

benefits to whale watching operators. 

3.6 Local whale watching 

Prior to 1994 the market for whale watching in Baja was dominated by U.S. based 

companies who offered boat tours to many breeding lagoons including the Bahia 

Magdalena lagoon complex. It was not until the carly 1990s that local fishermen began 

seeking alternative income from tourism as a result of declining fisheries (Dedina 2000). 

After disputes between foreign operators and an ever increasing fleet of local fishermen 

offering whale watching tours, the Mexican government granted an exclusive right to 

local operators in 1994. Federal authorities demanded the formation of cooperatives for 

whale watching and issued a fixed number of permits (Dedina 2000). 

The permits were available at no cost but required operators to pass an 

examination on whale watching guidelines that dictate "self enforcement among 

operators" (Government of Mexico 1998; Pkrez-Cortks 2005; Spalding 2002). Operating 

permits are location-specific to whale watching areas, non-transferable, and non-tradable. 

However, permits are often shared within families, and cooperatives tend to reassign or 

share permits with new members who buy in. In the past, the industry was managed by 

the federal agency for agriculture, rural development, and fisheries SAGARPA 

(Secretaria de Agricultura, Ganaderia. Desarrollo Rural, Pesca y Alimentacion), who 

recently transferred responsibilities to the federal department of environment and natural 

resources SEMARNAT (Secretaria de Medio Ambiente y Recursos Naturales). 



The whale watching season is governed by the arrival of whales in January and 

usually lasts from mid January to the end of March, totalling 44 days in 2005 (Gonzalez 

Agundez 2006). Until the first whales arrive, the coastal con~munities of the region are 

mainly occupied with fishing for shrimp, one of the most profitable fisheries in the 

region. As soon as the whales arrive, shrimp fishing is restricted to areas not occupied by 

whales to avoid conflicts and entanglement of the whales with fishing gear (Perez-Cortds 

2005). Then, fishermen in possession of a whale watching permit convert their typical 

Mexican fishing boat, called panga, to suit whale watching a c t i ~ i t i e s . ' ~  The fishermen 

install cushions and flooring and paint the inside and outside of the boat to provide an 

appealing look. 

Pangas are open skiffs, five to seven meters in length and built from fibreglass. 

These small fishing boats seat six passengers and the pangero comfortably. Most boats 

run on a sixty-five horsepower two-stroke outboard engine, which is frequently used by 

fishermen in the region. Even though there are no regulations in place that govern the size 

of boats and engines the industry shows almost homogeneous types of engines and boats. 

The interviews with pangeros focused on fuel consumption and how it might vary 

throughout the year depending on whale abundance, engine type, and length of trip. Fuel 

consumption in both towns is considerably lower during times when maximum numbers 

of whales are observed in the bay compared to the beginning of whale season when 

operators must drive all the way to the mouth of the lagoon to see whales (Figure 3-2), 

Clearly, boats in PSC are more efficiently run which is partly explained by the differing 

engine technologies used in each community. In PSC, 40-percent of the engines used for 

1 (> Fislicrmcn only switch oncc l'roni fishing to n h l c  nutching and thcrcfore won't cngagc in both activities 
at the same time should they dccidc to offcr whak watching tours. 



whale watching are fuel efficient four-stroke engines, whereas operators in PALM 

exclusively use less efficient two-stroke engines. 

PALM 

PALM 

.- I 

early / late season peak season 

Figure 3-2 Average per hour fuel consumption dependent on whale abundance 

It is interesting to note that all whale watching operators based in Puerto San 

Carlos that don't fish during the rest of the year use more fuel efficient four-stroke 

engines. Table 3-1 shows that fuel consumption in litres per trip varies by trip length and 

engine type in each community. Longer trips use relatively less fuel per boat hour, 

particularly with four-stroke engines. 

Table 3-1 Annual average fuel consumption in litres per trip 

location 

PSC 

PSC 

PALM 

engine type 

2-stroke 

4-stroke 

2-stroke 

trip length 

I h  

22.17 

2h 

37.00 

34.50 

31.53 

4h 

54.00 

41.25 

3h 

49.00 

32.81 

41 -00 

5h 

60.00 

43.75 



Whale watching is limited to approximately six hours per day, constrained by 

weather and ocean conditions. High winds can prohibit whale watching activities 

occurring in the afternoon, especially in the early season (Gonzalez Agundez 2006). After 

the whale watching season is over, most operators begin fishing clams and lobster as well 

as other species found outside the lagoon (Perez-Cortes 2005). 

In the following sections I will first describe whale watching activities in the 

Santo Donlingo Channel and then explain operations in Bahia Magdalena, since resource 

conditions and industry structure are somewhat different in the two communities. 

3.6.1 Pzrerto A d o m  Lopez Muteos 

In the northern part of the bay, the Santo Donlingo Channel is a one to two 

kilometre wide water body created by sand dunes that protect the lagoon from the Pacific 

Ocean (Figure 3- 1). The dunes are broken up in several locations creating openings to the 

Pacific of which one, the Boca de Soledad, is the only channel barely deep enough for 

whales to enter the lagoon. Once gray whales pass this sand corridor, they occupy the 

deeper parts of the inner lagoon where some courting and mating occurs predominately 

near the mouth and nursing mothers recede to the inner parts of the lagoon (Norris et al. 

1983)". Overall, the whales occupy an area approxin~ately 32km2 in size. Maximu~n 

whale counts can reach up to 200 which translates into 6.25 whales per square kilometre 

(Perez-Cortes, Urban, and Loreto 2004; Rice et al. 198 1). However, the number of 

whales returning to the lagoon is uncertain due to sand-blockages at the mouth, where 

current and tides transport sand into the main access channel at the Boca de Soledad. 

17 Courting and mating bchaviour is not limited to the brceding lagoons and occurs throughout thc 
migratory path (Norris ct at. 1983). 
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Occasionally, these habitat changes hinder whales from entering the lagoon and cause 

year by year fluctuations in the number of whales returning to the estuary (Norris et al. 

1983; PCrez-Cortks, Maravilla, and Loreto 2000; Urban et al. 2003).'' 

The first-time-visitor to Puerto Adolfo Lopez Mateos will have an easy time 

finding the local whale watching businesses due to the well marked directions throughout 

town. After travelling about one kilometre from the town's plaza visitors reach the 

facilities on the eastern shore of the Santo Domingo Channel. Visitors arriving by plane 

to go whale watching use the town's airstrip near the embarkment point. Small 

restaurants and souvenir shops established thenlselves near the tourism dock and the 

tourist police keeps an eye on organized parking, businesses, and visitors alike. Plans are 

under way to build more restaurants and tourism facilities, which would offer year-round 

activities such as turtle and bird watching, surfing and sports fishing to keep visitors in 

town for longer. 

Often, whale watchers can readily observe whales in close vicinity of the tourist 

pier. The dock holds approximately sixty boats that are ready to transport visitors to their 

onc.e-irr-[I-lifk-firnt! encounters with gray whales. The walk-in whale observer can choose 

among four businesses, located next to each othcr. The operations are run very efficiently 

with pangeros (Spanish for boat driver) already waiting at the dock to take visitors on 

tours. Several dock hands provide a helping hand when visitors embark the skiffs from 

the docking facility. 

IS For cxnrnple, in 1998 thc rnaxinlum whale count was only 3 1 whales which indicates high variation in  
whalc abundance consitlcring maximum counts of 200 (PCrcz-Cortcs, Maravilla, and Lorcto 2000). 



Boat trips last between one and three hours with first whales being sighted within 

minutes of departure. The boat tour focuses on the calm waters inside the lagoon and 

avoids the outer parts on the Pacific Ocean due to the dangerous mouth of the lagoon at 

the Boca de Soledad. During the tour, visitors observe whales in very close proximity 

displaying different behaviours such as courting, mating, nursing, or spy hopping. Due to 

the narrow area of the lagoon in which the whales are constrained, individual whales are 

easily observed for extended periods of time. However, the geographical setting also 

leads to some crowding of tour boats in areas of intense whale activity. 

Operations in PALM show a high degree of cooperation and partnership among 

participants in the industry. The whale watching industry consists of two large 

cooperatives and two small sole proprietors that together hold a total of twenty seven 

whale-watch-permits (Table 3-2). The two cooperatives are run similarly and each have 

twenty five to thirty members and hold between ten and thirteen permits. Most members 

of the cooperative are long time residents that predominately fish during the rest of the 

19 year. Besides sharing whale watching permits, members contribute half of their revenue 

to the cooperative to cover costs for lobbying, marketing, office expenses, and whale 

watching equlpment.20 Pangeros are hired at a local wage of Pesos 70 per boat hour. 

19 Inconic fi-om lishing amounts to approximatcly 80 perccnt of total annual incomc whcrc thc rcmaindcr is 
attributable to wlialc watching. 
'" In thc ncxt chaptcr I will providc a niorc dctailcd account of thcse costs and how the bencfits from whalc 
watching arc distributed among thc community. 



Table 3-2 Distribution of whale watching permits by location and organization 

1 total 16 3 9 59 27 I 

local 
not organized 
organized in unionkoop 
sub-total 

non-local 
not organized 

PALM has a well-established client base mainly through pre-arranged package 

tours by travel agencies that amounts to 54 percent of total business (Table 3-3). The 

second strongest clientele comes through walk-in whale watchers (35 percent), followed 

by cruise ship business (8 percent) and independently organized bus groups (3 percent). 

Prices per boat hour differ somewhat among operators and depending on client groups 

range from Pesos 600 to Pesos 650 per boat hour (Table 3-3). For PALM walk-in 

customers and travel agencies constitute the main market. Since business from cruise 

ships and bus groups tends to be less important, 1 ignore prices charged to these groups 

for reasons of simplicity and lack of data. 1 normalize the percentages for walk-in clients 

and agency customers and calculate an average price per boat hour for each community. 

According to this framework, the price per boat hour of whale watching equals Pesos 620 

in PALM. I also calculate the per-person-price according to the average number of seats 

per boat occupied during the 2005 season, based on visitation rates and trips outlined in a 

report by SEMARNAT (2005) (Table 3-3). 

PSC 
operators permits 

3 14 
11 21 
14 35 

2 4 

PALM 
operators permits 

4 4 
55 2 3 
59 27 

-- -- 



Table 3-3 Price discriniination depending on client group 

1(1n 2006 Mex~can Pesos) PSC PALM I 
walk-in 

propodion 
price 

group/bus 
propodion 
price 

cruise-ship 
propodion 
price 

agency 
propodion 
price 

price per boat hour a 582 620 
price per person * 140 116 

Notes: 
a) weighled price 
b) assumes 4.16 (5.33) seats per boat 

n r r t ~ n i ~ d  in PSC (PA1 M> SPP. SFMARNAT 170051 

Locals also receive business through an American based company that runs 

weekly cruise ship excursions entering the Santo Doniingo Channel from the south 

through Bahia ~agda lena . "  The company, who is also known as a world leader in 

geography, cartography, and exploration and known for its large and internationally 

known publication, hires local guide services to gain access to whale watching rights. 

Commonly, cruise ship passengers do not visit the town of PALM. During interviews 

with local operators, respondents report that especially on weekends, the whale watching 

fleet is reaching capacity and cooperatives are seeking to buy larger boats to 

accommodate this peak demand. 

2 1 In  personal interviews, local fishcrnicn criticiscil thc cruisc ship for damagcs to thc benthic cnvironnicnt 
in  thc narrow niangrovc channcl at Curva dcl Diablo. 
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3.6.2 Puerto San Carlos 

Bahia Magdalena fosms the middle and largest part of the Bahia Magdalena 

lagoon complex, extending thirty one kilometres North-South and twenty two kilometres 

East-West (Rice et al. 198 1). Two mountainous islands, Isla Magdalena and Isla 

Margarita, protect the bay from the Pacific Ocean and fosm a five kilometre wide access 

channel used by whales and large vessels alike to enter the lagoon (Dedina 2 0 0 0 ) ~ ~  The 

whales occupy an area that is approximately 560 km2 in size (Rice et al. 198 1). Historic 

maximum whale counts range between 90 in 1997 (PCrez-CortCs, Urban, and Loreto 

2004) and 1 10 in 1980 (Rice et al. 198 1) which relates to a maximum whale density in 

the occupied surface area between 0.16 and 0.2 whales per square kilometre. This density 

is low compared to the density of 6.25 whales per square kilometre observed in PALM. 

Even though there are generally fewer whales visiting Bahia Magdalena, the returns are a 

bit more certain than in PALM. Tidal currents at the mouth of the bay do not contribute 

to sand blockages as observed in PALM due to the ten meter deep entrance channel that 

is protected by shoals extending from each island. 

Before entering the town of PSC the visitor will be surprised by the lush 

mangroves that are pleasing to the eye after driving through the Baja California desert. 

Puerto San Carlos sits on a sand spit on the northern shore of Bahia Magdalena where the 

turquoise of the ocean is framed by the green of the mangroves and the beige of the 

rugged mountains seen in the distance. The remoteness and natural beauty of the 

surrounding environment, the sand roads, and rustic character of the town create an 

atmosphere of a frontier town. 

'' Oticc pcr \\leek, a largc oil tankcr cnfcrs thc bay and docks in thc port of PSC' to supply bunker oil for 
gcncrating clcctricity in thc ncarby power plant. 



Visitors on their first trip to PSC will find i t  difficult and somewhat cumbersome 

to whale watch. The businesses are located throughout town and each operator has his 

own signage. There is also no common location where whale tour businesses sell whale 

watching trips, as in PALM. Local tour guides comnlonly receive business by flagging 

down costumers that are driving through town, 

After initial contact with customers, operators load their boats on trailers, frotn 

their home or office location across town, to a common launching beach that serves as a 

natural launching site for all operators. Besides the logistics of the operations being quite 

cumbersome for clients and operators alike, this natural embarkment point is affected by 

tidal changes that make launching a difficult and laborious task. 

Most whales are seen closer to the mouth of the bay which is approximately 

twenty kilometres distant from the town of PSC (Figure 3-1). The vast and extensive area 

of the bay turns boat trips into two to five hour long wilderness experiences, that are 

occasionally constrained by weather and water conditions (Gonzalez Agundez 2006). 

Compared to their northern competitors, whale watching in PSC is less organized 

and participants cooperate less, showing more tension and competition. The industry is 

comprised of three sole proprietors that together hold a total of thirteen permits (Table 3- 

2). Additional twenty one permits are held by a union which can be characterized as a 

joint venture between its members. I t  is interesting to note that there is less cooperation in 

bctween members of the union in PSC than observed in cooperatives in PALM. For 

example, the eleven members of the union in PSC each hold two permits that they 

generally do not share among members, revenues and costs are also not shared. 



Cooperation exists in the form of occasionally allotting excess clientele to other 

members. 

Similar to cooperatives in PALM, union members in PSC are fishers during the 

remainder of the year. However, the three sole proprietors specialize in year-round nature 

based tourism and offer natural history tours, wildlife viewing, kayaking, surfing and 

sports fishing. Interviews with operators reveal that union members and the three sole 

proprietors are in fierce competition and rarely cooperate to share clients or to lobby the 

government for their cause. Central docking and business facilities, comparable to the 

ones found in PALM, are being built and should considerably improve the dangerous and 

inconvenient en~barkment situation." Pangeros earn Pesos 100 per hour which reflects 

the higher risks involved in taking out visitors in the vast and sometimes rough waters of 

Bahia Magdalena, compared to PALM (Pesos 70 per hour). 

PSC's client base is less established and mainly involves walk-in customers (57 

percent). Only 33 percent of the operators' business comes from travel agencies and I0 

percent through individually organized groups (bus tours) (Table 3-3). Local operators 

do not receive any business through cruise ships but occasionally are hired to transport 

clients for two, non-local, whale watching companies based in the state's capital, La Paz. 

Both of these companies own two whale watching permits each, and offer multi-day 

whale watching, where clients stay in remote whale watching and nature camps in the 

Bahia Magdalena area (Table 3-2). 

Similar to PALM, I observe some price discrimination in PSC, where the price 

per boat hour varies somewhat among operators and ranges between Pesos 550 and Pesos 

'' Thc construction of clocking Facilities in PSC is bcing stallcd duc to regulatory issucs. 
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600 depending on the client group (Table 3-3). Since business focuses on walk-in 

custon1ers and package tours (travel agency), the weighted average price per boat hour is 

equal to Pesos 582 in PSC (Table 3-3). 



CHAPTER 4 ECONOMIC RENT ANALYSIS O F  WHALE- 

TOURISM 

4.1 Overview 

In this section I develop a franiework for evaluating the financial contribution of 

gray whales to economic welfare in PALM and PSC. Economic rent is the most 

appropriate measure of this contribution because it calculates the surplus remaining after 

revenues have been used to pay all costs of production including a return on investment, 

or "normal profit" (Gunton and Richards 1987). 'hormal profit is equal to what could 

have been earned in the next best use of the capital (opportunity cost of capital). A key 

distinction between this type of economic analysis and a financial analysis is that it 

reflects the social opportunity costs associated with utilizing the project's factors of 

production (Curry and Weiss 2000, p. 38). In the case of whale watching in Bahia 

Magdalena, any surplus above and beyond this opportunity cost is equal to rent that is 

attributable to the gray whales visiting the bay, the resource conditions and site specific 

characteristics of each location, and the organization of the industry, just to name a few 

fixed factors of production.25 

The method of estimating rent is conceptually straightforward but entails some 

practical hurdles, one of which is the proper calculation of the opport~mity cost of capital 

(Lyon 1990; Schwindt, Vining, and Globerman 2000; Gunton and Richards 1987; 

Gunton 2004). Cost-benefit theory requires that costs accruing as investments be 

24 Nomial profits arc part of total costs and thercfore not part of surplus rent. 
25 Thc cnvironmcnt and site spccific cliaractcristics ilrc considcrcd fixcd factors of production, but other 
unknown cliaractcristics ciin play ;I rolc in the gcrrcration of rcnt. 



converted into the stream of costs and benefits that would have resulted if the investments 

had not taken place (Schwindt, Vining, and Globerman 2000). 

Costs and benefits that arise in different years cannot be valued equally across the 

years of a project because we associate higher value to benefits that occur sooner rather 

than later.2"iscounting helps to account for this time value of money, which is different 

depending on society's perspective or the view of an individual decision maker. While 

society's goal is to allocate resources efficiently, an individual perspective focuses on the 

decisions surrounding income. In the former case, the discount sate accounts for the 

social opportunity cost of using up society's capital resources for the project, which then 

accounts for the cost of not using the capital in its next best use. In the latter case, the 

theoretic basis for the discount rate is that it accounts for people's time value of money, 

as reflecting the opportunity cost of deferring consumption. 

Since this study is a social analysis I focus on social discount rates and ignore 

private discount rates. Economists apply two distinct approaches to the social discount 

rates. The consumption discount rate (formerly called the time prcference rate) reflects 

the social time preference and allocation of resources to society. I t  is often assumed to be 

proxied by the yield on government bonds. In contrast, the production discount rate 

reflects retusns on the next best investment opportunity and is proxied by the marginal 

rate of return on capital (MOC). The latter is always higher than the consumption 

discount rate and emulates the risk involved in market investments (Curry and Weiss 

2000, p.38). For the purpose of this analysis, I use the MOC because the project uses 

private capital even though the analysis focuses on social outcomes. The implications of a 

2 1. No discount~ng woidd assumc t h i ~ t  bcneticiarics arc indiffcrent bctwccn costs and bcnefits in ycar onc 
and costs and bcncfits in ycar 30. 



higher discount rate are two fold: first, it reduces rent and second it stifles investment in 

whale watching. Also, in the tradition of Pearce and Markandya (1987) I do not adjust the 

MOC to account for ex t e rna~ i t i e s .~~  Taxes are considered only in financial analysis, but 

since this is an economic analysis that investigates the benefits to different stakeholders 

including the government, taxes are benefits that are accounted for in this analysis. 

Much uncertainty surrounds the cost of capital in developing countries where the 

availability of credit can be limited (Block and Vaaler 2004). The marginal opportunity 

cost of capital needs to be higher than the risk free rate to reflect a realistic level of risk 

associated with private investments, such as for whale watching operations. For Mexico, 

the long term risk free interest rate is between 7 and 8 percent (OECD 2006). Gonzalez- 

Ramirez (2003) used a private discount rate of 10 percent for a cost benefit study of 

Mexican bean farming. Thus, for the base case of this analysis I assume the real before 

tax opportunity cost of capital to be 12 percent and check for sensitivity between 2 and 20 

percent.28.2%mploying a higl~ rate for this project constitutes a conservative measure and 

accounts for some of the uncertainties (Gollier 2002). 

Another concern associated with the analysis relates to uncertainties inherent in 

fluctuations in the business cycle and the resulting volatility in annual rent not captured. 

The potential issue with my analysis is that it bases projections on a single year's data."' 

27 Extcrnalitics i n  thc whalc watching industry could bc the human impact on whalcs or thc cnvironmcntal 
cost of pollution frorn boat motors. In a regular Cost Bencfit Analysis, thesc externalitics would be 
accountcd for in terms of tlic MOC, which adjusts bcnefits and costs accordingly to includc thcse 
cxtcrnalitics. Sincc thc lattcr is not thc intcnt ofthis study thc discount ratc is not adjustcd for cxtcrnalities. 
2s Thc high valuc of 20 pcrccnt was uscd bccausc operators' normal borrowing ratc with local banks is as 
high as 45 perccnt (Garcia Martinez 2006). Also Young (1999) rcports on fishcrmcn having difficulties to 
obtain loans. 
? 9 I LISC rcal discount ratcs which adjust nominal (nionctary) ratcs for inflation effccts. 
10 I t  is uncertain whcthcr thc 2005 business ycar, on which calculations in this analysis arc bascd, was a 
good or a bad year. 



This approach is justifiable since the general assumption is that high returns above the 

long run opportunity cost of capital will compensate for low returns during weak markets. 

However, Gunton (1 987) notes that high returns could also be misinterpreted as rents 

instead of compensation and therefore skew the value picture. While economists 

normally base their projections on an average historic profit (Gunton and Richards 1987; 

Schwindt, Vining, and Globerinan 2000), a better method is to simulate fluctuating 

returns for the forecast to account for market uncertainty (Morgan and Henrion 1990). 

Market inlperfections are a third potential issue because the estimation assumes 

well functioning markets (Gunton 2004). For whale watching in Bahia Magdalena i t  is 

reasonable to assume that buyers and sellers do not hold enough market power to affect 

the price for whale watching tours. On the producer side, 14 communities engage in 

whale watching in Mexico, of which two are located in the Bahia Magdalena lagoon 

con~plex (Hoyt 2001). There are two non-local and 73 local participants operating in the 

area. Of the 73 local operators, 66 organized themselves into cooperatives, and five work 

as sole proprietors, suggesting that none of the operators alone can control the market and 

affect the price. On the consumer side, the Mexican share of the world-wide market 

amounts to one percent equalling approximately 100,000 visitors annually (Hoyt 2001). 

Due to the small and remote nature of the industry and the far distance to the U.S. border, 

I assume that there are no distortions in the local economy. I t  is reasonable to assume that 

purchases of whale watching inputs have no impact on input prices and that there are no 



si~bsidies.~'  Therefore, economic prices can be set equal to financial prices (Curry and 

Weiss 2000). 

The fourth problem concerns efficient management of the industry and whether or 

not the industry maximizes rent. Even though the industry is managed in a limited entry 

system, this does not prevent capital stuffing and rent seeking as observed by Johnson 

and Libecap (1952) in the case of limited entry fisheries. Gunton and Richards (1987) 

find that particularly in resource industries, rents allow firms to stay competitive while 

engaging in non-profit-maximizing behaviour that dissipates part of the rent. Such 

behaviour can be found in developing surplus capacity for example, a common problem 

in resource industries (Gunton and Richards 1987, p. 26). 

Other market in~perfections relate to externalities such as the possible losses 

incurred by fishermen whose fishing activity is restricted once the whales enter the bay 

(Pkrez-C0rti.s 2005). While I ignore the loss to fishermen in this empirical analysis, it 

would be possible to develop a conceptual model of financial trade-offs involved in 

whale watching for the community as a whole. Other externalities not accounted for in 

this analysis include the possible displacement of whales due to boat traffic (discussed in 

section 3.4) and environmental costs such as water pollution caused by marine engines. 

4.2 A model of economic rent 

For each community, I assume that the goal of economic activity is to maximize 

net income resulting from the production of whale watching trips over time. In order to 

account for the time value of money, rent is traditionally estimated in the form of 

'' A file1 and cnginc subsidy exists but can only bc requcstcd during the fishing scason and not while 
opcra~ing as whale watching guidcs (Garcia Martincz 2006). 



aggregate rent, the sum of discounted annual net income streams. In this context, annual 

net income is equal to the annual revenue minus the annual costs, including capital 

costs.32 The aggregate rent is equal to the net present value of the resource and is stated 

formally as: 

where, l7, is the net present value of economic rent, R(t) is the annual revenue earned by 

the industry, C(t) is the annual aggregate total cost of production (including capital), r is 

the ,we tax marginal opportunity cost of capital, and t is the year. I set the discount 

period, T, at 30 years. All benefit and cost flows are assumed to occur at the end of each 

period and are projected over the time horizon of the project. In addition, I provide an 

estimate of the "levelized" annual benefit flow equal to the amortized present value 

which in mathematical form is calculated as:'" 

In the following sections I follow the approach by Gunton (1 987) and Schwindt et 

al. (2000) who present the contribution of natural resources to economic welfare in the 

form of net present value associated with a projection of expected income streams 

generated by the resource in the future. The analysis is comprised of two parts, first I 

3 2  Normal rcrurn to capital (also callcd "normal protit" or a "rcturn on investnicnt") is cqual to what could 
have bccn earned in the next bcst altcrnative usc of the capital. . 
7 > Notc. thc levclizcd valuc shows thc aniortizccl annual bcricfit,/lo~~v as opposed to thc NPV, which 
illi~stratcs thc prcscnt (or say capitalized) value of the resource and thus constitirtcs a .s/oc.k (Silbcrbcrg 
1990, p. 224). Lc\~clizcd valucs arc the annual constant flo\vs that constitute the NPV. 



estimate the aggregate rent generated through whale watching, and second I calculate the 

distribution of rent as i t  accrues to operators, labour, and government. 

I collected cost data for the industry through semi-structured interviews with 

twenty-five operators conducted between February 22"" and March 8"' 2006, and 

analyzed the revenue and cost structure of the industry based on the approach taken by 

Curly and Weiss (2000, p. 25). I also used annual business reports submitted in 2005 to 

SEMARNAT (SEMARNAT 2005). One serious limitation arises from the lack of 

historical data, which prevented the analysis from accounting for temporal variation in 

the data (Morgan and Henrion 1990). Often the availability of data is limited in 

developing countries and requires extensive data collection by the researcher who is 

constrained by the study's budget and time frame. Further data on historical business 

activity and macro economic parameters, combined with a Monte Carlo simulation, could 

improve the value estimates of this study. 

4.3 Industry revenue and costs 

Assuming an inelastic demand curve, each community captures total benefits 

from whale watching equal to industry revenue, formally stated as: 

h 
for g ( t ) < - . n . j ,  

1 

wherep[y(t)] is a downward sloping inverse demand function, where y is the price per 

boat hour, and .v(t) is the number of boat hours supplied by the industry. The latter is 

equal to the product of total annual trips supplied, g(t), and the average trip length in 



hours, l.'"" I calculate the number of trips by dividing annual visitor numbers, v(t), by 

the number of seats occupied per trip, s.'" Note, 11 is the maximum hours of operations 

per day, and g(t), cannot exceed the maximunl possible number of annual trips which is 

equal to the product of the number of trips per permit per day, /dl, the number of permits, 

n,  and the season's length in days,j. 

Larson and Shaikh (2003) estimate the elasticity of whale watching demand in 

Monterey Bay to be minus 0.5571 .'',j8 Since, Monterey Bay is frequented by the North 

East Pacific stock of gray whales and observation activity tends to be similar there, I use 

their estimate to represent changes in visitation responding to changes in the price per 

boat hour.'%orld wide whale watching demand has grown on average between 10 and 

13.6 percent annually between 199 1 and 1998 (Hoyt 2001). For the base line case in this 

analysis I assume the denland for whale watching will grow 10 percent annually, an 

assumption consistent with reports of historic business activity collected through the 

semi-structured interviews. 

34 Consurncr surplus occurs but accrucs to outsiders, in this casc whalc watching clients residing in othcr 
plirts of Mcxico or forcign coun~rics. Sincc clicnts arc non-local, I ignorc consunicr surplus for this 
;~nalysis. 
7 5 Avcragc trip Icngth, I, is 3.0 hours in PSC and 2.12 hours in PALM (SEMARNAT 2005). 
%1 Thc numbcr of scats occupied, is bascd on visitation data proviilcd by SEMARNAT (2005). 
3 7 Sincc thc actual whalc watching demand i n  Bahia blagdalcni~ is unknown I rclicd on cstinatcs of 
elasticity calculatctl by Larson and Shaikh (2003). Morcovcr, I assume a downward sloping demand curvc 
whcrc the numbcr of annual visitors tlepcnds on visitation growth, 7. and the elasticity of dcniand E . For 

filrthcr sensitivity analysis I i ~ sc  thc following statcnicnt to calculatc thc annr~al visitor nunibcrs: 

'' Notc, inchstic demand is indicated by /El < 1 . 
39 Operations in  Montcrcy Bay usc boats to takc out visitors to watch \vhales wlierc trips last three hours 
(tittp:!/\vw\v.niontcrcyb;~ywhalc~v~t~Ii,com/trips.titm). 



For each of the two towns, I express the annual aggregate industry cost C(t), as 

the sum of annual operating costs, OC(t), annual capital charges, K(t), and annual fixed 

cost. F : 

In addition, I assume OC(t) = C,(!) + $,,(I) with C/; representing total annual fuel cost, 

and C , ,  being the opportunity cost of labour.J0 

4.3. I Operating costs 

Industry file1 cost is based on the different trip-lengths and engine types (two- 

stroke vs. four-stroke) as observed in personal interviews with pangeros in PALM and 

PSC, and equal to: 

I l l  11 - 
c, (1  = C 7 y, gi . ' I jk  . /, . [,9 ""' + fl P1"i]  , 

where n l  is the number of individual operators, i ;  t~ is the number of trip types, k ; and z is 

the number of individual engine types, j. The number of trips per operator is represented 

by g,, L I ~ A  is the proportion of trips by operator and trip type, and,/ii is the volume of fuel 

used per trip dependent on the engine type (Table 3-1). The expression in square brackets 

is equal to the unit price for fuel, which is the sum of the per-litre-price of fuel yf"'', and 

the value of oil-additive, where pi is the proportion of oil-gas-mixture per engine type, 

4 0  Capital chargcs includc investnicnt costs and costs for working capital as outlincd in Curry and Wciss 
(2000, p. 2 1 ) .  Notc, capital chargcs arc cqual to the aniortizcd value of the sum of all capital used over thc 
tinic horizon o f  thc pro-iect. 



and the per-litre-price of oil-additive. Note, the engine is running constantly during a 

trip, therefore a one hour trip results in the engine running for one hour. 

Labour costs are valued at their opportunity cost which in reality is unknown and 

subject to further assumptions (Griffin, Lacewell, and Nichols 1976). Since, most 

pangeros work as fishermen during the rest of the year, the opportunity cost would be 

what the average skilled pangeros could earn as an average skilled fishermen. However, 

the calculation of an hourly wage for fishermen is difficult because their income is 

proportional to the value of the catch, which varies across fisheries. In addition, working 

days are longer in the fishing industry than they are in the tourism industry. I use the 

minimum wage of Pesos 47 per hour to estinlate the opportunity cost of labour and will 

analyze the sensitivity of this assumption below." The minimum wage approach will 

potentially overstate the calculation of rent since pangeros have certain skills like boat 

handling and a general knowledge of navigating the ocean, that would put them in higher 

income brackets. I calculate the opportunity cost of labour as: 

where w,,,,,, is the minimum wage, yis  a factor reflecting the hours of boat cleaning per 

trip (20 min per trip), and yi is the sum of annual boat hours supplied by the individual 

operator. Since actual wages paid to pangeros are substantially higher than the minimum 

wage (Pesos 100 per hour in PSC, Pesos 70 per hour in PALM), the difference is equal to 

the surplus labour receives as part of the rent from whales. 

'' Onc could arguc that thc opportunity cost of labour is highcr in PSC than in PALM.  Thc rcason bcing 
that pangcros opcrating in Bahia Magdalcna rcquire morc "ocean" skills due to the wildcrncss sctting of the 
bay and the assnciatcd risks. 



4.3.2 Cnpitnl cltarges 

I calculate annual capital charges as the amortized NPV of the sum of initial 

capital investment, K(O), and capital investments that replace the assets once they reach 

their life, K(t) (Curry and Weiss 2000, p. 28). The levelized annual capital charge is equal 

to: 

7' K(t) 
where: K,,, = K(0) + x- 

[I + r]' ' 

where K(I) is the ongoing capital replacement which varies according to a schedule. 

Capital charges are adjusted for the share in use of each asset for whale watching, for 

example the boat is used for fishing and whale watching.j2 Interviews with operators 

revealed that there are no salvage values associated with each asset. Note, the value of the 

whale watching permit is not part of capital costs because it is not a resource that is used 

up while engaging in whale watching. If this value would be included it would mean 

"double-counting" the value of the resource (Schwindt, Vining, and Globerman 2000).'.' 

Fixed costs for the industry include the lease of office buildings, office expenses, 

wages paid to office workers, travel, advertising, insurance, the cost of preparing the 

fishing boat for whale watching (switching cost), boat and motor repair, boat 

" K(I) = 9 q l p 1  A, (I). where r is the number of di Wrcnt types of asscts, j is the individual assct, 
!=I /=I 

and (b represents the proportion of annual use of the assct for whale \vatcIiing. Further, / I ,  exhibits the 

initial purchase price of thc assct and A(/)  illustrates the rcplaccmcnt schcdulc of assetj. 
4 3 The pcrmit \~alue i \  representative of the future cabh flows gencratcd by the resource. 



transportation costs, and the water access fee. I express fixed cost for the industry, F, as 

the sum of each individual operator's fixed costs, F;: 

With estimates of all the components of total cost that are accounted for in this 

study, I can calculate total cost as the sum of opportunity costs associated with the 

utilization of all factors of production accounted in this analysis. I calculate the present 

value of total cost as follows: 

with the levelized cost being equal to: 

4.4 Rent 

Following the model of rent outlined in (4. I ) ,  I express the distribution of rent as 

the sum of rent to labour, ll la,, o,,r , rent to operators, llopcr,,,or, , and rent to the government, 

ngo, , or: 

Generally, the distribution of economic rent among labour, operators, and government is 

complicated by taxes and other transfers like non-wage benefits to labour, permit fees, 

licenses or other similar charges. The treatment of taxes is different in efficiency analysis 



than in distribution analysis." While taxes are ignored in the former they are explicitly 

taken into account in the distribution analysis since government is considered a 

stakeholder. I t  is important to note that even though taxes are included in the distribution 

analysis, they do not affect the overall efficiency result, meaning they do not affect the 

total amount of rent generated (Curry and Weiss 2000, p. 266). Gunton and Richards 

(1 987) mention that it is possible that rents support non-wage benefits such as job 

security or unemployment insurance, which is not the case in Bahia Magdalena. The 

main transfer payments are taxes that amount to 28 percent of net income and apply to 

labour and operators equally.4" 

I will calculate the post-tax-rent accruing to labour and business owners, before 

estimating the total amount of taxes from rent. The NPV of rent appropriated by labour is 

equal to: 

where: C, ( r )  = 1 w,, yj + I+< y a  , 
( = I  

where CL is the actual labour cost, IV,, is the driver's wage and w,., the wage for cleaning 

boats. Since, labour receives income over and above its opportunity cost, the extra 

income (pre tax) includes unappropriated rent of which labour will keep a share equal to 

[I - T ]  , where T is the marginal income-tax rate. 

44 Efficiency analysis solcly focuscs on thc maximization of rcnt whercas thc goal in distribution analysis is 
to show who bcncfits from thc resource by how much. 
35 Operators pay a scasonal watcr acccss fec (permissio nautico) of Pesos 1000 per boat to the Capitan dc 
Puerto, the harbour rnastcr, who bclongs to a fcderal agency. Thc perniissio nautico is solcly uscd to 
maintain buoys, lights, and other boat traffic related services. Thcrcforc, thc fec is part of govcrnnicnt costs 
rclatcd to servicing the whalc watching industry and not part of rcnt. 



For the calculation of rent accruing to operators, I first consider that taxes are not 

part of the analysis. Thus, the calculation of rent (pre tax) to operators is equal to the total 

rent minus the rent (pre tax) that goes to labour. Operators will pay taxes on this 

remaining "pre tax amount" and keep a share equal to [I -TI. I express the post tax rent 

accruing to operators as follows: 

where: n ( t )  = R(r) - C(I) (4.13) 

Rent appropriated by government is the sum of not appropriated rent by labour 

and operators, or put differently, the tax share of total resource rents generated. In present 

value terms I state this as: 

The above model summarizes the calculations undertaken for estimating resource 

rent generated through whale watching and its distribution to stakeholders. In the next 

chapter I parameterize the model and present the results of my calculations and 

sensitivity analysis. 



C H A P T E R  5 R E S U L T S  A N D  D I S C U S S I O N  

5.1 

The calculations of rent are 

Parameter assumptions 

based on the parameter assumptions summarized for 

the base case scenario as follows (Table 5-1). 

Table 5-1 Parameter assumptions for base case scenario 

- - - 

PSC PALM source 

varying parameters 

r discount rate 

p price per boat hour of whale watching in Pesos 
W lllill hourly minin~um wage in Pesos 

.V ,,, seats per boat available 

s average seats per boat occupied in 2005 
11 visitor growth per year 
E elasticity of demand 

fixed parameters 

p ,, price of oil mixture in Pesos per litre 

p, price of fuel in Pesos per litre 

HI ,, hourly panguero wage in Pesos 
I .  hourly wage for boat cleaning in Pesos 

factor for boat cleaning (O.3/trip) 
T income tax 
q gas-oil-mixture 
11 daily hours of operations 

j season length in 2005 in days 

v(0) visitors in 2005 (excl. outsiders' business) 

g(0) trips in 2005 (excl. outsiders' business) 
cb proportional use of asset for whale watching 
I average length per trip in hours 

J average fuel consumption per boat hour in litres 

OECD (2006) 

personal interviews 
Garcia Martlnez (2006) 

personal interviews 

SEMARNAT (2005) 

Hoyt (2001) 

Larson and Shaikh (2003) 

personal interviews 
personal interviews 
personal interviews 
personal interviews 

personal interviews 
Garcla Martlnez (2006) 

personal interviews 
Gonzalez Agundez (2005) 

Gonzalez Agundez (2005) 

SEMARNAT (2005) 

SEMARNAT (2005) 

personal interviews 

SEMARNAT (2005) 

personal interviews 

According to equation (4.5) and respective parameters stated in Table 5-1, annual 

fuel costs in 2006 amount to Pesos 228,443 in PSC and Pesos 39 ] , I3  1 in PALM (Table 

~-2).") 1 calculate labour cost, C;, , utilizing equation (4.12), which equals Pesos 258,7 19 

J (1 For thc calculations of rcnt, tllc amount of fucl cost observcd i n  intcrvicws in 2006 was proxicd to 
busincss activity in 2005 duc to a lack ot'data. 



in PSC and Pesos 300,633 in PALM (Table 5-2). Fixed costs, F, are Pesos 449,765 in 

PSC and Pesos 55 1,295 in PALM (equation (4.8)). PALM has higher fixed costs because 

of the larger scale of operations and the higher stock of capital (59 boats in PALM vs. 35 

boats in PSC). Table 5-2 shows the initial price of each asset, pi, and the respective 

reinvestment schedule, A(!) .  Taking the proportional use of the fishing boat for whale 

watching into account, the initial capital stock K(O), amounts to Pesos 888,629 in PSC 

and Pesos 1,106.685 in PALM (equation (4.7)). The higher K(0)  in PALM is a result of 

almost double the amount of boats used in PALM compared to PSC. 

Table 5-2 Industry cost structure based on interview data 

asset 
(in 2006 Mexican Pesos) 

life 
PSC PALM total PSC total PALM 

Operating costs 
[C F ]  fuel cost 

[C , ] labour cost 258,582 290,718 
oc 487,025 681,849 

Fixed costs 
rent for office 7,200 7,200 
motor and boat repair 8,000 8,000 perboat 56,000 94,400 
office expenses 770 770 per operator 10,778 45,422 
office workers 27 3 542 per operator 3,818 32,000 
travel 4,786 2,076 per operator 67,000 122,500 
advertising 5,893 1 92 per operator 82,500 1 1,323 
insurance 1,113 521 per boat 38,950 30,721 
switching cost 2,521 2,521 perboat 88,229 148,729 
boat transport 1,723 0 per boat 60,289 0 
water access fee 1,000 1,000 per boat 35,000 59,000 
F 449,765 551,295 

Initial Capital 
vehicles 

trailers 

boats 

motors 

life jackets 

5 50,000 0 per operator 140,000 55,000 
3 7,857 0 per boat 55,000 0 

30 42,000 42,000 perboat 294,000 495,600 
5 40,455 40,455 perboat 283, 182 477,364 
3 2,180 2,180 perpermil 76,300 58,860 

radios, first aid, etc. 4 1,147 736 per permit 40,147 19,861 
K(O) 888,629 1,106,685 



I t  is interesting to note that PSC spends seven times more in advertising: Pesos 

82,500 compared to Pesos 1 1,323 in PALM. PSC's advertising expense is higher because 

of the lack of cooperation in between operators, but also due to the fact that PALM is 

well known for its superb whale watching whereas PSC is just starting to become a whale 

watching destination. While whale watching operations in PALM started more than 30 

years ago, most tour companies in PSC have only been in business for 15 years. Also, the 

lack of docking facilities in PSC force operators to transport their boats between their 

business location and the embarkment point for each trip. This creates transportation 

costs for PSC that are non-existent in PALM. Finally, the vast and extensive area of 

Bahia Magdalena translates into higher insurance costs and higher expenses for safety 

equipment in PSC (Table 5-2). Note, the longer distance to see whales and the rougher 

ocean conditions in PSC could possible result in higher fuel consumption, would PSC 

exclusively use two-stroke engines. Since operators in PSC use fuel efficient four-stroke 

engines, fuel consumption in PSC is lower than in PALM (Figure 3-2). Note, switching 

cost refers to the annual one-time cost of preparing the panga for whale watching activity 

(Table 5-2). 

Besides information on costs and revenues the interviews with operators and 

pangeros revcaled aspects of training and safety in the whale watching fleet. Just under 

one half of operators found it  difficult to find skilled pangeros for guiding whale 

watching tours (45 percent), which suggests that the true opportunity cost of labour is 

higher than the minimum wage as assumed in the base line scenario. Three quarters of the 

responding boat drivers receive safety training in some form for conducting whale 

watching tours, but a majority of the respondents (87 percent) identify that additional 



training is needed. More than half of them want to speak better English (60 percent), 

improve their knowledge of whale ecology ( 10 percent), advance their skills in repairing 

motors (9 percent) and better their first aid and safety training (8 percent). Almost all of 

the interviewees (96 percent) provide a safety briefing for customers before embarking. 

The formal education level anlong operators and pangeros ranges widely between none 

and sixteen years of formal education. 

5.2 Rent and its distribution effects 

All calculations in this section are summarized in Table 5-3 and based on the 

base-line scenario consisting of parameter values mentioned in Table 5-1 .47 I calc~~lated 

all present values according to equation (4.1) with levelized values based on equation 

(4.2). For convenience to the reader, 1 will refer to levelized values since these annual 

benefit and cost flows are easier to grasp than the concept of NPV. Whenever, NPV is 

used I will specifically refer to it as NPV. 

Recalling equation (4.3), revenue is equal to Pesos 2,917,554 in PSC and Pesos 

3,604,509 in PALM (Table 5-3). Utilizing equation (4. lo), total cost amounts to Pesos 

1,401,975 in PSC and 1,719,764 in PALM, which is 45 percent of total whale watching 

revenue in both con~munities. Operating costs in PSC total Pesos 725,623 (25% of 

revenue) and in PALM Pesos 925,947 (26% of revenue). Levelized fixed cost is Pesos 

449,765 (1 5% of revenue) and Pesos 6 19,735 (1 7% of revenue) i n  PALM. Capital 

charges amount to Pesos 223,587 in PSC and Pesos 242.52 1 in PALM annually, equal to 

8 percent and 7 percent of revenue respectively. Summarizing, the cost structure in both 

4 i  For dctailcd calculation tables scc: http:l iwww.crosscountry~1a~ka,com/Toby/tcss/BA(n- 12).xls and 
opcn sprcatlshects: "CBA-PSC and CBA-PALM. 



conlnlunities is aln~ost identical, mounting to approximately 50 percent of revenue with 

the main part attributable to operating costs followed by fixed costs (Figure 5-1). Capital 

intensity is low in this industry, with capital charges being the smallest share of total cost. 

Table 5-3 Costs and resource rents for whale watching fleets in PSC and PALM 

I - I 
- - - - ----- 

Puerto San Carlos Puerto Adolfo Lopez Mateos 

I Operating costs 1 5,869,191 728,623 257'0 1 1,458,673 925.947 26% 

(in 2006 Mexican Pesos) 

Revenue 

Total Cost 

( Fixed costs ( 3,622,939 449,765 15% 1 4,992,080 619,735 17% 

NPV levelized 
% of 

revenue 

23,501,437 2,917,554 

11,293,168 1,401,975 48% 

fuel 
labour 

I Capital charges 1 1,801,038 223,587 8% 1 1,953,555 242,521 7% 

NPV levelized 
% of 

revenue 

29,034,984 3,604,509 

13,853,012 1,719,764 48% 

3,781.550 469,455 
2.087.641 259.167 

Rent 
labour 
operators 
government 

Utilizing equation (4.1) and the amortization formula in equation (4.2), the 

Rent per permit 

Rent per operator 

levelized rent in PSC is equal to Pesos 1,s 16,579 (52% of revenue). In PALM annual rent 

amounts to Pesos 1,884,746 (52% of revenue), illustrating that rent in both communities 

amounts to the same proportion of revenue, with more rent accruing to PALM in absolute 

value terms (Figure 5-2). The reason for the latter can be found in complementarity 

effects that arise when the environmental good influences the quality of a related 

marketed good (Freeman 2003). Freeman (2003) states that the environment enhances the 

enjoyment consumers derive from purchasing a marketed good.JS For example, an 

increase i n  the number of whales returning to a bay will increase the quantity demanded 

12,208,269 1,515,579 52% 
1,578.709 195,987 13 YO of rent 

7,211,244 895,230 59 % of rent 

3,418,315 424,362 28 % of rent 

348,808 43,302 

515,089 63.945 

4s Thc cnvironmcnt is a wcak conlplcment rathcr than a complement bccausc othcr factors such as thc 
bcttcr knowlcdgc of tour guidcs for cxnmplc, could rewlt in highcr dcniand :IS wcll. 

15,181,972 1,884,746 52% 
837.583 103,981 6 % of rent 

10,093,437 1,253,036 66 O/O of rent 
4.250.952 527,729 28 % of rent 



for whale-watching at a given price. Thus, higher rent in PALM is associated with the 

higher whale density and therefore higher quality of the whale watching experience in 

PALM. 

PSC PALM 

Figure 5-1 Cost structure and rent distribution as a percentage of revenue 

The distribution of resource rent among stakeholders follows equation (4.1 1). 

Rent accruing to labour (equation (4.12)) is equal to Pesos 195,987 in PSC, and amounts 

to 13 percent of total rent generated. In contrast, the share of rent that goes to labour in 

PALM is much smaller in relative and absolute terms, equalling 6 percent of rent and 

Pesos 103,98 1, which is due to the lower pangero wage in PALM. The smaller labour 

share in PALM leaves operators with a much larger portion of rent (66 percent of rent), 

equalling Pesos 1,253,036, conipared to PSC (59 percent of rent) and Pesos 895,230. 



Using equation (4.14), rent accruing to government measures to Pesos 424,362 in PSC 

and Pesos 527,729 in PALM, where the proportion of total rent is equal to the tax rate of 

28 percent (Table 5-3).4'v50 

------..-------..-------- 

I consumer surplus j 

; 

1 consumer surplus j . . . . .  
government :. 1 .1 .  ....... . . . .  . . . .  

PSC PALM 

Figure 5-2 Annual levelized cost structure and rent distribution in Pesos 

lnteresting to note is the amount of rent generated by each permit and how it 

differs depending on location (Figure 5-3). In PSC, the higher number of permits and the 

lower amount of total rent generated results in Pesos 43,302 per permit annually. In 

40 Govcrnmcnt sharc is cqual to thc atlditional tax collcctctl by govcrnnient ovcr and abovc thc opportunity 
cost of labour and capital (which includes 28% tnxcs that arc considered "nortnal taxes", payments for 
govcrnnient services). 'Thus, the calculation of rent to govcrnmcnt takes into account a pre /ox opportunity 
cost of capital introtluced i n  cquation (4.1). 
5 0  I (lid not includc lcnders as beneficiaries as suggcstcd by Curry and Weiss (2000, p. 277) becausc 
cvidcnce shows that operators havc dil'ficulties financing through banks (Garcia Martinez 2006; Young 
1999). 



PALM the rent per permit is equal to Pesos 69,805, which could indicate that a portion of 

rent is related to the restriction of permits and creates scarcity rent that is traceable to the 

whales visiting Bahia ~ a ~ d a l e n a . "  

. . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  
'government'. . . .  ' . ' .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  . . . . . . . . . . . . .  

PSC PALM 

Figure 5-3 Annual rent per permit and location 

Note, the resource values calculated above are equal to benefits from whale 

watching as they accrue in the two communities. This approach consequently ignores 

additional value gained by other interest groups not included in this study, and likely 

underestimates the total economic value of the resource. From the producer side, the 

approach excludes rents generated by whale watching businesses based in La Paz. On the 

consumer side, the framework fails to account for substantial consumer surplus arising 

from direct use value to subsistence hunters in the Siberian Arctic (IWC 2004), for 

5 I An addi~ional irltcrcsting consideration arises when HIC investigate thc rent accrucd pcr operator. In this 
contcxt, thc pcr operator rcrit in PALM i s  smallcr comparcd to PSC, Pcsos 63,945 pcr opcrator in PSC 
vcrsus Pcsos 21,238 pcr opcrator in PALM (Tablc 5-3. Figure 5-3). 



example. Also, there exist significant non-use value and existence value associated with 

the preservation of the whales for communities and whale observers world wide, as 

preceding research indicates. Thus, the dotted boxes in Figure 5-2 conceptually indicate 

additional value in form of consun~er surplus occurring elsewhere. However, since the 

study's "accounting stance" is the communities of the Bahia Magdalena lagoon complex, 

I ignore values accruing elsewhere even though they are significant and would be 

required for the completion of the value picture (Whittington and Mac Rae 1 986).s2 

Another theoretic complexity surrounds the question whether the values estimated 

in this study can be associated with the whales directly and be considered a biodiversity 

value. Estimates of rent generated in the whale watching industry cannot fully be 

attributed to the whales. Instead, the rent generated is also due to locational advantages of 

PALM versus PSC, and due to the experience as a whole. In economic terms, the value of 

whales is different from the rent generated because the calculated rent does not account 

for species substitution or complementary effect. In order to explicitly take these effects 

into account and estimate the value of a whale, a marginal valuation exercise 

investigating how profitability of the industry changes when the number of whales 

changes, is required. Complementarity and substitution effects relate to the central 

question whether or not whale watchers travel to the breeding grounds to watch whales or 

to also watch other wildlife and enjoy the environment as a whole. Thus, it is essential to 

estimate how much the additional whale contributes to consumers' WTP. 

In addition, Hoehn and Loomis (1 993) caution that the aggregate value of a group 

of species (whales and dolphins for example), might be different from the sum of values 

51 
' -  Consumer surplus in tlic community is likely to bc small due to tlic mainly international and national 
clientele, and consequcntly omittcd for thc pilrposc of this study. 



associated with individual species, thus adding to the co~nplexity of estimating the value 

of biodiversity. The notion of biodiversity value extends beyond the market mechanism 

and therefore can have different meanings, depending on our perspective. Empirical 

literature fails to apply economic valuation to the entire range of ecosystem benefits. 

Available estimates provide a very incomplete perspective and at best offer a lower 

bound to the unknown value of biodiversity (Nunes and van den Bergh 2001). In order to 

emphasize the point of significant consumer surplus and the likely understated value of 

the resource, I conceptually added consumer surplus to Figure 5-2. 

The application of the above calculated aggregate value for policy design and 

evaluation is limited because i t  does not account for the consequences of changes in 

whale abundance over time. Knowing the capitalized total value of the resource is simply 

not enough. Instead, information about how the flow of benefits changes when 

environmental conditions or policies change is much more applicable for developing 

effective conserwtion poIicies (Pagiola. von Ritter, and Bishop 2004). The latter context 

requires a marginal valuation exercise, calculating the marginal value of a whale to the 

conmunity, and thus forms a possible extension to this study. 

5.3 Sensitivity analysis 

In this section I investigate how rent and its distribution changes under varying 

assumptions surrounding the minimum wage, the opportunity cost of capital, the price per 

boat hour, the growth in demand, and the elasticity in demand. Even though this approach 

does not account for the uncertainties by using a simulation, it  outlines the possible 



effects of changes in the base line assumptions. Due to their large size, sensitivity tables 

are placed in an Appendix. 

The sensitivity of resource rents to minimum wage assumptions varies slightly in 

the two con~munities (Table 5 4 ) .  Increasing the opportunity cost of labour from Pesos 

47 to Pesos 60, decreases annual resource rents in PSC by Pesos 71,684 and 4.7 percent 

and in PALM by Pesos 86,28 1 and 4.5 percent. The share of total resource rent that goes 

to labour is slightly more affected by minimum wage assumptions in PALM, where a 

minimum wage of Pesos 60 would decrease labour's share by four percentage points, 

whereas in PSC the higher wage would dampen labour's portion of total rent by three 

percent (Table 5 4 ) .  Labour share in PALM is more sensitive to minimum wage 

assumptions due to the already low wages that result in a much lower share of rents 

accruing to labour. 

Table 5-4 Sensitivity of annual resource rents to minimum wage assumption 

The sensitivity of rent to assumptions surrounding the discount rate are analyzed 

next. As expected, increasing the pi-e ILLY marginal opportunity cost of capital decreases 

the net present value of the resource, holding price constant (Appendix 1 A and Appendix 

3 A). Taking the NPV of rent for PALM, Figure 5-4 denionstrates the rent decreasing 

effect of a rising opportunity cost of capital, where the bold curve for PALM represents 

NPV for PALM at a discount rate of 12 percent, whereas the dashed lines exemplify NPV 

for PALM at discount rates of S and 10 percent, respectively. For comparison, rent 



accrued in PSC at 12 percent discount is shown by the lower bold curve in Figure 5-4. 

The higher the discount rate the lower the NPV trajectory. 

Besides the effect the opportunity cost of capital has on rent, Figure 5-4 also 

shows the effect of a downward sloping demand curve. A psice increase decreases the 

amount of whale watching trips demanded, however, depending on the elasticity of 

demand, a price increase does not necessarily cause an initial decline in net social returns. 

Increases in the price per whale watching hour will cause rent to first rise to a maximum 

and then decline as the additional price increase restricts demand beyond the optimal 

price that is nlaximizing rent. Beyond the optimal price, marginal net gains from 

marginal increases in price will be smaller than the marginal losses from a restriction in 

demand caused by the rise in price. Thus Figure 5-4 shows rent following a parabolic 

trajectory across the price-axis. 

current 8% 

-5,000.000 - \ 
price per boat hour 

Figure 5-4 Sensitivity of NPV to changes in price and discount rate 



Also, the opportunity cost of capital assunlptions affect the optimal price at which 

rent is maximized in each comnlunity. Assuming a discount rate of 18 percent, rent in 

PSC' is maximized at approximately Pesos 900 per boat hour, whereas at 2 percent, rent is 

maximized at Pesos 1 100 per boat hour. Even at a marginal borrowing rate of 4596, rent 

is maximized at Pesos 900 per boat hour in PSC and Pesos 1000 in PALM (Appendix 1). 

For PALM the respective discount scenarios relate to optimal prices of Pesos 1000 and 

Pesos 1300. While this result shows that the optimal price is higher in PALM than in 

PSC, i t  also suggests that resource rent is more sensitive to discount assumptions in 

PALM (Appendix 3 A). Again, these results assume that the demand elasticity is equal to 

that found in Monterey Bay. 

The sensitivity of resource rents to assunlptions surrounding the elasticity of 

demand show that the more elastic denland the lower the optimal price per bout hour that 

maximizes rent. Larson and Shaikh7s (2003) analysis of elasticities in three whale 

watching destinations off the Pacific coast in California reveal, that Monterey Bay has the 

most elastic demand (-0,557 I), while the two other study sites (Point Reyes and Half 

Moon Bay) show considerable more inelastic denland (-0.1 193 and -0.1009 respectively). 

I use the elasticity of demand for Monterey Bay as the base line assumption. Calculations 

outlined in Appendix 4 and Appendix 5 show that elasticities between minus 1 and minus 

0.6 are associated with optimal prices ranging between Pesos 700 and Pesos 900 for PSC 

and Pesos 800 to Pesos 1 100 for PALM. Thus, the recommended optimal price per boat 

hour of Pesos 900 i n  PSC and Pesos 1000 in PALM is justified. Figure 5-5 supports this 

result for PSC. It  is interesting to note that the current price of Pesos 600 is not sensitive 



to changes in elasticity and becomes the optimal price once the elasticity exceeds minus 

Pesos 1300 per boat 

base line 
assumption 

Pesos 600 

ineleslic c------ elasticity of demand - more elaslrc 

Figure 5-5 Sensitivity of economic rent to elasticity of demand in PSC 

In summary, rent calculations in both communities are highly sensitive to 

assumptions surrounding the opportunity cost of capital and elasticity of demand. In 

addition, the rmalysis shows that both com~nunities currently charge less than the optimal 

price for whale watching trips assuming the demand observed by Larson and Shaikh 

(2003) in ~Monterey Bay is con~parable to demand in the Bahia Magdalena region. 

I now investigate how the growth in demand alters resource rents and its 

distribution and how this differs with changes in the price per boat hour. For PSC, Figure 

5-6 illustrates that increasing annual growth will increase resource rents to the 

community. But this increase will differ depending on the price charged per boat hour. 

For a price of Pesos 1000, rent is maximized throughout the assumed range of growth 

assumptions. For growth rates between 1 percent and 10 percent, a price of Pesos 600 is 



superior to a price of Pesos 1300. For growth beyond 10 percent, the higher price of 

Pesos 1300 will increase rent more than a price per boat hour of Pesos 600. 

Pesos 1000 per 
boa! hour 

base line 

- r l -  

2% 4% 6% 8% 10% 12% 14% 16% 18% 20% 

annual growth in demand 

Figure 5-6 Sensitivity of rent to annual growth in demand in PSC 

Appendix 1 B and Appendix 3 B show the effect of higher annual growth in 

demand on rent, where increasing growth raises rent and the optimal price per boat hour 

that n~aximizes rent for each growth scenario (shown in bold frames). As we might 

expect, the effect of growth on rent counteracts to the effect of the pre tax marginal 

opportunity cost of capital. Recommending a more efficient pricing policy requires both 

factors to be taken into account. For each community, I investigate the price under which 

resource rents are maximized depending on varying discount rates (Appendix 1 A and 

Appendix 3 A) and growth assumptions (Appendix 1 B and Appendix 3 B). In this 

context, I observe the nlaxinlum NPVs between an hourly boat price of Pesos 900 and 

Pesos 1 100 in PSC, and Pesos 900 and Pesos 1300 in PALM. For the base-line scenario, 

a price increase to Pesos 1000 per boat hour would increase annual resource rents in PSC 



by Pesos 67 1,958 or 43 percent of current resource rents and in PALM by Pesos 

1,342,743 or 75 percent. 

However, changes in the discount rate and changes in price affect stakeholders 

differently. Taking the case of PSC as an example calculations from Appendix 2 A, B, 

and C are visualized in Figure 5-7 which demonstrates that operators (dotted parabola) 

will benefit or gain the most, followed by government (solid parabola) and workers 

(line). Recall, For price increases up to the optirnal price per boat hour business owners 

and government will gain the most, whereas workers will lose. For prices beyond the 

optimal price per boat hour, operators will lose most, followed by government, and 

workers who will lose the least. Figure 5-7 shows the above described effects to each 

stakeholder group, keeping other assumptions constant. Note that price increases will 

always lower rent accruing to labour (Figure 5-7, Appendix z)." 
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Figure 5-7 Rcsource rents accrued by different stakeholders 

53  Rent accruing to operators is most scnsitivc to changcs in pricc pcr boat hour (curvc i s  stecpest comparcd 
to otlicr), follo\\ul by govcrnmcnt (curve is lcss stccp), and workers (flattcst trzt-jcctory). 
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Rent accruing to operators and labour as a share of total rent varies depending on 

discount and growth assun~ptions. In the case of PSC, rent accrued by operators decreases 

with an increasing marginal cost of capital and increases with rising growth in demand 

(Appendix 6). For PALM the above described effect seems to be weaker (Appendix 7). 

5.4 Capacity considerations 

During interviews with operators in PSC and PALM, many respondents identified 

that they would like more permits for the industry. While section 3.4 of this study 

supports the claim that an increase in permits could have a negative effect on gray 

whales, this section will investigate whether or not the request for more permits would be 

beneficial. Other options for maximizing rent may be more economically and 

environmentally sound than an increase in permits. Often, producers forget that more 

permits also mean more capital and ultin~ately higher costs, which could jeopardize 

profitability (Gunton and Richards 1987). The call for more permits was especially strong 

in PSC, where the industry already owns more permits (35) than in PALM (27). I n  the 

following section I calculate the remaining years for which the whale watching industry 

in each community has excess capacity. The model used for the calculation assumes a 

fixed number of permits, constant demand throughout each season but increasing demand 

over the projected 30 year time horizon. The assumption of constant seasonal demand is 

somewhat arbitrary since there is peak demand namely on weekends. Consequently, this 

approach inflates the results causing the calculations to overstate the number of years 

remaining until capacity is reached. However, the analysis still provides insight, should 

operators decidc to implement peak-pricing, in which case peak-demand could be re- 

allocated to weekdays when the fleet has unused excess capacity. 



Figure 5-8 summarizes the calculations outlined in Appendix 8 and Appendix 9 

for three price scenarios in PSC and the current price scenario in PALM. The graph 

shows the estimated time in years from now, when operators are expected to hit full 

capacity depending on varying annual growth rates in demand. Capacity is reached 

earlier the higher the growth in demand and the lower the price per boat hour. Raising the 

price will result in capacity being reached later due to dampened demand. Under base- 

line assumptions (current price of Pesos 600 and 10 percent growth), operators in PSC 

will be operating at full capacity in 16 years. This result means that whale watching is not 

operating at full capacity right now and suggests that a call for more permits is not 

justified. On the other hand, operations in PALM are much closer to full capacity, as the 

black dotted line in Figure 5-8 shows. Industry in PALM will reach the capacity limit in 

an estimated time of eight years from now. However, since this result ignores peak 

demand i t  could be that PALM already operates at full capacity, particularly on 

weekends. Respondents in PALM raised concerns about not having enough capacity on 

weekends already. However, in case PALM decides to raise the price per boat hour to 

Pesos 1,100, this would lengthen the time under which the industry could operate at the 

current capacity to 14 years from now. 



1 annual growth in demand 1 

Figure 5-8 Industry capacity under varying growth assumptions 

Intervicwees in PALM also consider buying larger boats to accommodate peak 

demand. Should the whale watching industry in PALM decide to buy larger boats. one 

result could be decreased rents in the short run due to high capital investment and 

operating costs as well as unused excess capacity in off-peak periods. As Gunton (1 987) 

indicates, "a way to reduce costs of production is to prevent over capacity and therefore 

rent dissipation." 



CHAPTER 6 CONCLUSIONS A N D  RECOMMENDATIONS 

Unlike any of the preceding economic studies the approach taken in this project 

estimates the net benefits from whale watching to local communities. Thus, the analysis 

fils an important gap for completing the "value picture" of the eastern North Pacific 

stock of gray whales and provides information to the whale watching industry for 

efficient decision making at the local level. The main objective of this study was to assess 

the cost and revenue structure of the whale watching industry in the Bahia Magdalena 

lagoon con~plex in order to estimate the amount of economic rent generated by the 

whales i n  the lagoon. In addition, it offers alternative strategies for maximizing this rent 

and considering distributional income effects and uncertainty surrounding parameter 

assumptions of gowth and opportunity costs. Finally, depending on growth assumptions 

associated with demand I tried to answer how long the current capacity of the industry 

will be sufficient for serving an increasing number of visitors. I also suggested strategies 

for managing peak demand. 

The findings of this study indicate that both communities have a similar cost 

structure in relation to revenues and in absolute terms PALM generates 25 percent more 

revenue than PSC. Differences in costs arise from the higher amount of capital used in 

PALM. Also, fuel consumption in PALM is somewhat higher on a per hourly basis due 

to the use of less efficient engines. However, transportation costs in PSC are much higher 

due to the lack of docking facilities, such as those that exist in PALM. Finally, PSC 

shows significantly higher advertising expenses that could be reduced through better 

cooperation anlong operators. 



Annual net benefits differ in both communities, where economic rent amounts to 

Pesos 1,5 15,579 in PSC and Pesos 1,884,746 in PALM which is equal to 52 percent of 

total revenue. However, the distribution of rent is different among stakeholders in the two 

communities, particularly with respect to workers. The benefits labour receives in PSC 

are double the amount of rent accrued by workers in PALM. The relative share of rent to 

labour in PSC amounts to 16 percent and only 6 percent in PALM. Since the 

government's share is equal to the income tax rate of 28 percent, consequently, the 

relative share to operators is smaller (59 percent) in PSC than it is in PALM (66 percent). 

However, considering the large number of permit holders in PALM, rent to operators on 

a per operator basis is much smaller in PALM. 

Optimal rent accumulation is not realized at current price levels. Accounting for 

the effects of varying assumptions associated with capital costs, growth, and demand 

elasticities, rent is maximized at about Pesos 1000 per boat hour in PALM and Pesos 900 

in PSC. However, increasing the price to Pesos I000 in PALM and Pesos 900 in PSC will 

decrease the rent accruing to labour by 22 percent and possibly lead to a loss in jobs. 

Although this study assumes that demand in the Bahia Magdalena region is comparable 

to demand in Monterey Bay, the result is stable for inelastic demand smaller than minus 

0.8. Thus, the results show that due to the currently lower than optimal price charged. 

some of the rent that c w r l c l  be generated goes to consumers instead of being collected by 

the community. 

Also, capacity considerations indicate that at the current price, the PALM fleet is 

closer to reaching its capacity than whale watching operations in PSC. In sum, whale 

watching has significant positive impact on the welfare of PSC and PALM and can 



fisther be maximized if the following strategies are implemented. Resource rents in both 

communities are below the maximum possible. One solution, advocated by the operators, 

is to increase the number of permits in PSC or to invest in larger boats in PALM. 

However, this study shows that operators should instead raise the price to maximize rents 

and to dampen peak demand. Raising the price on weekends could provide a good 

strategy for dealing with limited weekend capacity and in addition could raise net social 

returns. Another option for the whale watching industry is to charge different visitor 

groups differently according to their average income. This would mean that Mexicans 

would be charged less than visitors originating from the United States and Canada for 

example. A two-tier pricing system is common in many protected areas in developing 

countries and allows operators to extract more rent (Alpizar 2006)~ '~  

Additional suggestions for PSC relate to advertising expenses which form a large 

part of fixed costs in PSC. PSC would benefit if operators would share advertising costs 

and decide on a common marketing strategy. For example, PSC could focus their 

advertising on offering whale watching trips with a wilderness experience that is very 

different from the somewhat crowded setting in PALM. This strategy is already being 

used by eco-tourism businesses based in La Paz that operate in Bahia Magdalena and take 

advantage of the unique wilderness setting Bahia Magdalena offers. These companies 

operate nature camps that offer packaged tours including whale watching, kayaking, 

camping, and natural history tours. This product differentiation strategy could justify 

even higher prices and attract a very different clientele: wealthy intesnational nature 

enthusiasts. 
-- - 

54 A two-ticr pricing systcni would h a w  to account for different clasticitics of  dcmand associated with 
diffcrcnt visitor groups. For cxample. Mcxican low incomc f:rlniilics might bc more pricc sensitive than 
afflucnt singlcs originating from the Unitcd States. 



My project has indicated that whale watching in the Bahia Magdalena lagoon 

complex has significant value to local communities. Such information can help 

government to formulate and implement more effective policies focusing on a multi- 

objective approach to the management of marine resources. For the communities of PSC 

and PALM, the results presented herein could enable them to make better and more 

informed decisions to increase the profitability of their enterprises and to improve the 

wellbeing of their communities. Moreover, the results can contribute to a more 

sustainable future in which upcoming generations can continue to enjoy the natural 

wonders surrounding Bahia Magdalena. 
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Appendix 10 Questionnaire for interviewing whale watching business owners 

Name of business: 

Name of respoadent: 

Location: Date: 

Interviewer(s): 

My name is Tobias Schwoerer and I am working on a three-year research project involving 
UABCS in La Paz, Simon Fraser University in Vancouver and SFS in Puerto San Carlos. The 
study is examining the economic benefits of whale watching to the community of P.S.C. (P.L.M.) 
and prospects for expansion of ccotrrrismo in Bahia Magdalena. I am fortunate to have Citlally 
help me translate the questions for me. I can assure you that the information you provide will be 
kept strictly confidential and we will share the results of the study with you, if you are interested. 
If you have any concerns about the study, contact: 

Dr. Duncan Knowler, Assistant Professor 
School of Resource and Environmental Management 
Simon Fraser University, Burnaby, B.C., Canada V5A 1SG 
tel. (604) 29 1-342 I, fax: (604) 29 1-4968, email: dikiii),sfu.ca 

Dr. Salvador Garcia-Martinez, Profesor 
Department of Economics 
Universidad Autonoma de Ba-ja California S i ~ r  (UABCS), La Paz, BCS 
tel. (6 12) 123-8800. ext. 3609. email: sgarcia@,,uabcs.mx 

Are you willing to participate in our study and be interviewed? Yes No - 

Part  A. Background and General Information 
A.1 We would like to start by learning a little about you. 

a) For how many years have you lived in P.S.C. (P.L.M.)? 
b) If not all your life, then where did you come from? 
c) How old are you? 
d) How many years of formal schooling have you completed? 

A.2 We are interested in some general information about your whale watching business. 

e) Who owns your business? If not you, what is your role in the business? 
f) In case of private ownership, what percentage of your business is locally owned'? 

(how measured?) 
g) How long has the business been active in whale watching? 
11 1 How many trius/clients/boat-hours did your whale watching business provide in 

each of the last 3 years? [CHOOSE AT LEAST ONE] 



I Activity 2003 1 2004 2005 
1 trips 1 

clients 
boat-hours 

We are interested in learning about your whale-watching permit(s). 

4 Who holds the whale-watching permit that you use? Is this a private enterprise, 
co-operative or union (or other'?)? 

b) How long have you or they held this permit? 
c> How many flags come with the permit'? 
d) How is it determined who uses the flags on a given day? 
e) Are the flags ever rented or sold, temporarily or permanently? If so, how is this 

done? 
f) Do you think there should be more permits and/or flags for whale watching? 

Please elaborate (e.g. more flagsfsame no. of permits or vice-versa)? Do you 
wish to obtain more flags'? 

If relevant, please tell us about the co-operative or union holding the permit. 

a) When and why was it formed? 
b) How many members does it have? Has this been constant over time? 
c> Where do the members/esecutive reside? 
d ) What other activities is it involved in besides whale watching? 
e )  How does the co-operative or union make a decision? 
f) Is it required that boat operators use co-operative nlem hers as crews, drivers, 

etc.? 
We would like to learn about the boats you are using for whale \vatchin&. 

a> Do you use these boats for other purposes? What (e.g. fishing)? 
b) What proportion of their use is for whale watching (e.g. 25%)? 
C) What is the capacity of your whale watching boats (no. of clients) and motors 

(hp)? 
d) How many 2-stroke and 4-stroke engines (dos/cua/ro rien~pos) do you have? 
e> Have you heard of the SEMARNAT program that assists owners with switching 

to a 4-stroke engine? Have you participated? Why or why not? 

Part B. Revenues and Costs 

B. 1 We would like to learn about your pricing system 

a) What types of clients do you serve and how important is each type'? 
b) Do you charge different prices during the season or for groups/elderly/sti~dents? 

If so. what? 
c> If you offer package tours for tourism agencies or cruise ships coming to the Bay 

from outside of Bahia Magdalena, can you explain how this works? What is the 
price for these package tours? 

B.2 Can you tell us about the employees in your whale watching business? 



B.3 In addition to fuel, what are the main costs for your whale watching business'? 

I ltem ( Quantity 1 Cost (CHOOSE ONE 1 Where 

manager 

pcmngeros 

office 
worker 
maintenanc 
e workers 
Other 

1 1 Reauired/ I TYPE) 

I I ( life I cost I 

Comments 
SALARIES Place of origin 

(no. of employees) 

land/buildings 
advertising 
insurance 

Local 

I vehicles & trailers 

total 
salary 
(%/yr) 

wage 

($/unit) 

Non-local 

I boats 
I 1 I I 

length of  
employme 
nt 
(uni ts ly)  

motors 
life iackets 

I radios. first aid kits, I 
etc. 
boatlmotor 
maintenance 
taxes, licenses, other 
fees 
other 

B.4 (If co-operative or union) After you deduct your own costs, how are the remaining 
revenues shared or allocated? What share of revenues is provided to the co-op or union to 
cover its costs? 

B.5 We would like to get an understanding of the relationship between the number of 
whales in the Bay and some of your costs associated with taking people out to 
watch whales. Taking the whale-watching trips you offer, what percentage does 



each type of trip represent of the total number of trips and how much fuel is used 
on each type of trip. Please answer for the earlyllate seasons when there are fewer 
whales and the peak season. when there are more \vhales [LJSE TABLE] 

Part C. Other Activities and Collcerns 

C. 1 We would like to know about other toilrism related activities that your business is 
involved in? 

What activities besides whale watcliing does your business offer to tourists? If any, 
please specify. What are your rates for these services'? 

C.2 We are interested in learning about training and safety issues related to your 
whale watching and other ecoturismo activities? 

d) Is it difficult for your business to find skilled pcrngeros? 
e> What are the minimum skills you require when hiring apungero? 
f ,  Do your boat drivers receive any training? If yes, what type of training and from 

wh oni? 
g) Do you believe your ptwgeros should receive additional training'? If so, what? 
11) Do you provide safety training to your pangeros? 
i > Do you or your pangeros provide a safety briefing to clients before the trip? 

C.3 Finally, we would like to hear about your concerns and future plans for the business. 

a) Is there any resentment towards the whales in the Bay and whale watching or 
conflicts with other users of the Bay? Please elaborate. 

b) Are you farnil iar with the whale-watching guidelines developed by the 
government? 

C) Do you witness incidences of non-compliance with the whale watching 
guidelines among someptageros? If so, what percentage of the drivers? 

d) Wliat is your opinion on how the government manages whale watching overall? 
What else could they do to assist you? 

e> What do you believe are the future prospects for whale \\.atching and eco~~irisrno 
in Baliia Magdalena? 

0 What are the main challenges and opportunities you see for your business? 



g) What are your plans for the business in the fi~ture? 

Thanks you for your help! 



R E F E R E N C E  LIST 

Alpizar, F. 2006. The pricing of protected areas in nature-based tourism: a local 
perspective. E~'ologictrI Econoinic~ 56:294-307. 

Anderson, F.J. 1 985. N~rturuI Resources in Ctrn~~du: Economic Theory unti Policy. 
Toronto: Methuen Publications. 

Baird, R.W., P.J. Stacey, D.A. Duffils, and K.M. Langelier. 2002. An evaluation of gray 
whale (Eschrichtius robustus) mortality incidental to fishing operations in British 
Columbia, Canada. ,Jour.nrrl of Ce/uce~rn Reseurch and Managernen! 4 (3):289- 
296. 

Barbier, E.B. 1994. Valuing environmental functions: tropical wetlands. Ltrnti Economics 
70 (2): 155- 173. 

Barnes, J. I. 1996. Economic characteristics of the demand for wildlife-viewing tourism 
in Botswana. Developmen! Soutlnm~ Afi.icu 13 (3):377-397. 

. 2001. Econon~ic returns and allocation of resources in the wildlife sector of 
Botswana. South Afi.iccm .JowntrI qf Wild@ Research 3 1 (3-4): 14 1 - 1 53. 

Block, Steven A., and Paul M. Vaaler. 2004. The price of democracy: sovereign risk 
ratings. bond spreads and political business cycles in developing countries. 
.Jotn.nul ofIn!erntrfionul Money and Fincmce 23 (6):9 17-946. 

Bockstael, N.E., and K.E. McConnell. 198 1 .  Theory and estimation of the household 
production function for wildlife recreation. Jouiml r1j'E17vii~onmenfd Econonzics 
and ~Mtmtgernen! 8: 1 99-2 14. 

Bookbinder, M. P., E. Dinerstein, A. Rijal, H. Cauley, and A. Rajouria. 1998. 
Ecotourism's support of biodiversity conservation. Cbnservu!ion Biology 12 
(6): 1399- 1404. 

Bromley, D. W., and J. Bishop. 1977. From econonlic theory to fisheries policy: 
conceptual problem and management prescription. In Economic Irnptrcl of 
Ex!ended Jurisdic!ion, edited by LA. G. Anderson. Ann Arbor, MI: Ann Arbor 
Science. 

Buckland, S.T., and J.M. Breiwick. 2002. Estimated trend in abundance of Eastern 
Pacific gray whales from shore counts (1967168 to 1995196). .Jotrrnul ofCefcrcecm 
Reseur-ch trnd ~blunqyenzen/ 4 ( 1):4 1-48. 

Bulte, E. H., and G. C.  van Kooten. 1999. Marginal valuation of charismatic species: 
implications for conservation. Environmen!al find Resotme Economics 14: 1 19- 
130. 

Charles, A.T. 1988. Fishery socioeconon~ics: a survey. Ltrnd Economics 64 (3):276-295. 



Chien, Y. 1994. Valuing environmental amenities with revealed and stated preference 
information: An application to gray whales in California, University of California, 
Davis. 

Cloke, P., and P.C. Perkins. 2005. Cetacean performance and tourism in Kaikoura, New 
Zealand. Environnrcnf crnd Pkmning D: Society and Spuce 23:903-924. 

Conrad, J.M. 1989. Bioeconornics of the Bowhead Whale. The ,Jorrrnul ofPolifictrl 
Ecoixmy 97 (4):974-987. 

Curry, S., and J. Weiss. 2000. Projecf Analysis in Developing C'ormfries. 2 ed. London: 
McMillan Press Ltd. 

Davis, D., and D.F. Gartside. 2001. Challenges for economic policy in sustainable 
management of marine natural resources. Ecologicd Econonzics 36:223-236. 

Day, S. 1987. Estimating the non-consumptive use value of whale watching: an 
application of the travel cost method and contingent valuation technique, Rhode 
Island IJniversity. 

Dedina, S. 2000. Strving fhe Grciy Whcrle: People, Polilics, und C'onservcrfion in Bctja 
C'ulifornicr. Tucson, Arizona: The University of Arizona Press. 

Duffus, D.A. 1996. The recreational use of grey whales in southern Clayoquot Sound, 
Canada. Applied Geogi-uphy 16 (3): 179- 190. 

Ellis, G.M., and A.C. Fisher. 1987. Valuing the environment as input. Jowwrl of 
Environnrenfcrl ~Mcrncrgemcnf 25: 149- 1 56. 

Findley, L.T., and 0. Vidal. 2002. Gray whale (Eschrichtius robustus) at calving sites in 
the Gulf of California, Mexico. .Journnl qf Ceftrcetm Resecrrch cinti ~Wunugenrcnt 4 
(1):27-40. 

Foucat. S.A., and L.S. Alvarado. 1998. Vtrluucion lie lr  hullencr gris (Eschrichtius 
rohwfus) y lr  hallenu jorohadu (~Lfegupfercr novuecmgliue) en ~Wexico. Edited by 
H. B. I,. Diaz, E.V.; Jimenez, A.P. and Foucat, S.A., Aspectos Econoinicos Sobre 
Iu L3iotiiversidcicl de iklexico. Economic Aspecrs qf Biodiversify in ~Wexico: Sonze 
Selected Surveys: SEMARNAP. 

Frechette, D.L. 1999. Scarcity rents and the returns to mining. Resoztrces Policy 25:39- 
49. 

Freeman, A.M., I I I. 2003. The ~kleusui-ement oj'Enviromnenful Resotrrce Vulues. second 
edition ed. Washington, DC: Resources for the Future. 

Freeman, A.M. 111, and W. Harrington. 1990. Measuring welfare values of productivity 
changes. Soufhern Economic Jowncrl 56:892-904. 

Garcia Martinez, S. 2006. 



Gard, R. 1974. Aerial Census of Gray Whales in Baja California Lagoons, 1970 and 
1973, with Notes on Behavior, Mortality, and Conservation. CuIifi3rniu Fish und 
Gernie 60 (3):  132- 134. 

. 1978. Aerial census and population dynamics study of gray whales in Baja 
California during the 1976 calving and mating season. Washington, D.C.: U.S. 
Marine Mammal Commission. 

Gardner, S.C., and S. Chavez-Rosales. 2000. Changes in the relative abundance and 
distribution of gray whales (Eschrichtius robustus) in Magdalena Bay, Mexico 
during an El Nino event. 114urine ~tlurnnierl Science 16 (4):728-738. 

Gini, C. 192 1. Measurement of inequality of income. The Economic Journtrl3 1 
(121):124-126. 

Goerlitz, D.S., J. Urbin, L. Rojas-Bracho, M. Belson, and C.M. Schaeff. 2003. 
Mitochondria1 DNA variation among Eastern North Pacific gray whales 
(Eschrichtius robustus) on winter breeding grounds in Baja California. Cuncrciiun 
.low-nu1 qfzoology 8 1 : 1965- 1972. 

Gollier, C. 2002. Discounting an uncertain future. Jozrrnul of Political Economy 85: 149- 
166. 

Gonzalez-Ramirez, H. 2003. Economic evaluation of bean-research investment in 
Mexico, Michigan State University. 

Gonzalez Agundez, C.A. 2006. personal con~munication. 

GBssling, S. 1999. Ecotourism: a means to safeguard biodiversity and ecosystem 
functions? Ecologicul .!?conomic.s 29:303-320. 

Government of Mexico. 1998. PROY NOM 13 1 ECOL 1998. 

Gowdy, J.M. 1997. The value of biodiversity: markets, society, and ecosystems. Land 
Economics 73 ( 1):25-4 1. 

Grafton, R.Q., R.W. Lynch, and H.W. Nelson. 1998. British Columbia's stumpage 
system: economic and trade policy implications. C.'cmcrdian Public Policy 24:S41- 
S50. 

Griffin, W.L.. R.D. Lacewell, and J.P. Nichols. 1976. Optimum effort and rent 
distribution in the Gulf of Mexico shrimp fishery. At?lericnn Journal qf 
Agriculturcrl Econonzics 58 (4):644-652. 

Gunton, T. 2004. Energy rent and public policy: an analysis of the Canadian coal 
industry. Energy Policy 32: 15 1-1 63. 

Gunton, T., and T. Richards. 1987. Resorrrce Rents unci Pz~blic Policy in Western 
Citnudu. Halifax: The Institute for Research on Public Policy. 



Hageman, R. 1985. Valuing marine mammal populations: benefit valuations in a multi- 
species ecosystem. In Adrninistrwtive Report LJ - 85 - 22 Silver Spring, MD: 
National marine Fisheries Service Southwest Fisheries Center. 

Halvorsen, R., and T.R. Smith. 1984. On measuring natural resource scarcity. The 
.Jotri.nal of Politicd Econoiny 92 (5):954-964. 

Hannesson, R. 198 1 .  Fisheries management problems and research on fisheries 
economics in Norway and Iceland. In Economic Analysisfor Fisheries 
~Mcrncgenzent Plms, edited by L. G. Anderson. Ann Arbor, MI: Ann Arbor 
Science. 

Hanski, I., and M. Gilbin. 1991. Metapopulation dynamics: brief history and conceptual 
domain. Biological Jorri-nal oj-the Linneun Society 42:3- 16. 

Heckel, G., S.B. Reilly, J.L. Sumich, and I. Espejel. 2001. The influence of 
whalewatching on the behaviour of migrating gray whales (Eschrichtius robustus) 
in Todos Santos Bay and surrounding waters, Baja California, Mexico. .Jo~~rnuI of 
Cctaccun Research [mu' iMcmugernent3 (3):227-237. 

Hobbs, R.C., D.J. Rugh, J.M. Waite, J.M. Breiwick, and D.P. DeMaster. 2004. 
Abundance of eastern North Pacific gray whales on the 1995/96 southbound 
migration. .Journcrl oj'C'etuceun Research und ~Mcrnagemenf 6 (2): I I 5- 120. 

Hoehn, J. P., and J. B. Loomis. 1993. Substitution effects in the valuation of multiple 
environmental programs. Journcrl of Envi~~onme~~tcil Econoi~~ics und ibtc~nugernei7t 
25 (1):56-75. 

Holland, D.S. 2000. Fencing the fisheries commons: regulatory barbed wire in the 
Alaskan groundfish fisheries. Mcwine Resozcrce Econonrics 15: 144- 149. 

Horan, R. D., and J.S. Shortle. 1999. Optimal management of multiple renewable 
resource stocks: an application to minke whales. Environnienk/I and Resource 
Econoi?zics 1 3:435-458. 

Hoyt, E. 2001. Whale watching 2001 worldwide tourism numbers, expenditures, and 
expanding socioeconon~ic benefits: International Fund for Animal Welfare. 

Huq, M., and A. Huq. 1985. Fishermen in natural depressions of Bangladesh: 
socioeconomic conditions and standards of living. In Small-Scale Fisheries in 
Asia: Socioeconomic Anulysis and Policy, edited by T .  Panayotou. Ottawa: 
International Development Research Center. 

IWC. 2000. Chairman's report of the forty-first annual meeting. In Annuul Report of the 
Intern~lfional Whcrling C'ornrnission 1999: International Whaling Commission. 

. 2004. Annex F: report of'the sub-committee on bowhead, right, and gray whales: 
International Whaling Commission. 



Johnson, R.N., and G.D. Libecap. 1982. Contracting problems and regulation: The case 
of the fishery. Arnericun Ecoiwrnic Review 72. 

Jones, M.L., S.1,. Swartz, and S. Leatherwood. 1984. The Grciy Whde Eschrichfilrs 
RO~LISILI.T.  New york: Academic Press, Inc. 

Kuronuma, Y., and C.A. Tisdell. 1994. Economics of Antarctic minke whale catches: 
sustainability and welfare considerations. 1I4crrine Resotrrce Econoinics 9: 14 1 - 1 58. 

Larson, D.M., and S.L. Shaikh. 2003. Whale watching demand and value: estimates from 
a new 'double-semilog' empirical demand system. In The New Economics qf' 
Orrfu'oor Recrecifion, edited by N. Hanley, W. D. Shaw and R. E. Wright. 
Northampton, MA, USA: E. Elgar. 

Le Boeuf, B.J. 1999. Exportafora de Sal, Guerrero Negro, B.C.S. In C,'arpettr Informnlivn 
ptirti Iu visilu L J ~  1lr misiot? tle Itr UNESCO. 

. 1999. Gray whales in the Baja California Lagoons: Document presented as part 
of an informative dossier to the UNESCO Mission to the gray whale breeding 
lagoons, World Heritage Sites. 

Le Boeuf, B.J.: Perez-Cortes H.M., J. Urban, B.R. Mate, and F. Ollervides. 2001. High 
gray whale mortality and low recruitement in 1999: potential causes and 
in~plications. Jotrrnd of C'etucecin Research crnd ~Manugcmenf 2 (2):85-99. 

Loomis, J.B., and D.M. Larson. 1994. Total economic values of increasing gray whale 
populations: results from a contingent valuation survey of visitors and 
households. ~MLirine Resowce Economics 9:275-286. 

Lorenz, M.O. 1905. Methods of measuring the concentration of wealth. Puhlicafions of 
[he Arnerictrn Sfafisficul A~sociufion 9 (70):209-2 1 9. 

Lyon, R.M. 1990. Federal discount rate policy, the shadow price of capital, and 
challenges for reforms. Jownul oj'Enviroi~tnenta1 Economics u td  ~W~~nagcrnent 
18:s-29-S-50. 

Maille, P., and R. Mendelsohn. 1993. Valuing Ecotourism in Madagascar. Joiirn~rl of  
Environmenful ~Mnnugernenf 3 8 (3):2 1 3 -2 1 8. 

Martinez-Alier. 200 1. Ecological contlicts and valuation: mangroves versus shrimps in 
the late 1990s. Environnwnl unu' Plmning C': Governrnenf and Policy 1 9:7 1 3-728. 

Mate, B.R., B.A. Lagerquist, and J. Urban R. 2003. A note on using satellite telemetry to 
document the use of San Ignacio Lagoon by gray whales (Eschrichfius rob~nfrrs) 
during their reproductive season. Jo~u.nul ofCetucean Research and ~Mcmtrgemenf 
5 (2):149-154. 

Mitchell, R.C., and R.T. Carson. 1989. li:sing Strrveys to Valtre Public Goodr: The 
Confingent Vultr~ifion ~Veflwu'. Washington, DC: Resources for the Future. 



Moore, S. E., J. Urban, W. L. Perryman, F. Gulland, H. Perez-Cortes, P. R. Wade, L. 
Rojas-Bracho, and T. Rowles. 200 1. Are gray whales hitting "K" hard? Marine 
:Mctrnmtr/ Science 17 (4):954-958. 

Moore, S.E., and J.T. Clarke. 2002. Potential impact of offshore human activities on gray 
whales (Eschrichtius robustus). Jottrn~rl qfCelcrcem Research cmd iMcrnageincn/4 
(1): 19-25. 

Moran, D. 1994. Contingent valuation and biodiversity: measuring the user surplus of 
Kenyan protected areas. Biodiversi/y an d C'onservrr/ion 3 (8):663-684. 

Morgan, M.G., and M. Henrion. 1990. Uncerltrinly - u guide lo deuling wi/h ttncer./uin/y 
in qztcrn/itcrlive risk andpolicy tmalysis. Cambridge: Cambridge University Press. 

Moyle, B.J., and M. Evans. 2007. A hioeconomic undsocio-economic anrrly.~ii o f  whale- 
wrrtching, with al!en/ion given lo crssocia/ed direcl und indirecl cosls. World 
Council of Whalers 2006 [cited 2007-0 1 - 14 20071. Available from 
htt~://www.worldcouncilofwhalers.com/publications/News/Bio economics whal 
e watchinn.htm. 

Naidoo. R., and W.L. Adaniowicz. 2005. Biodiversity and nature-based tourism at the 
forest reserves in Uganda. Environment und Developmen, Economics 10: 159-1 78. 

Navrud, S., and E. D. Mungatana. 1994. Environmental valuation in developing countries 
- the recreational value of wildlife viewing. Ecologicul Economics 1 1 (2): 135- 
151. 

Norris, K.S., B. Villa-Ramirez, G. Nichols, B. Wiirsig, and K. Miller. 1983. Lagoon 
entrance and other aggregations of gray whales (eschrichlizts robusltt.~). In 
C.'on~mzri~icu/iorz und Buhuvior of Whules, edited by R. Payne. Boulder, CO: 
Westview Press, Inc. 

Nunes, P.A.L.D., and J.C.J.M. van den Bergh. 2001. Economic valuation of biodiversity: 
sense or nonsense? Ecological Economics 39:203-222. 

OECD. 2006. Country statistical profiles 2006: Organisation for Economic Co-operation 
and Development 

Ollervides, F., and H. Pkrez-Cortes. 2000. A summary of investigations of 
whalewatching impacts on the gray whale (eschrichtius robustus) at Bahia 
Magdalena, Mexico. Scien!ific Commi/lee document SC752/WWfl0. IWCCY. 

Pagiola, S., K. von Ritter, and J. Bishop. 2004. Assessing the economic value of 
ecosystem conservation, edited by T. W. B. E. Department: The World Bank, 
Washington, DC. 

Pearce, D., and A. Markandya. 1987. Marginal opportunity cost as a planning concept in 
natural resource management. The Annrrls oJ'Regionul Science 2 1 (3): 18-32. 

Perez-Cortes, H. 2005. 



Perez-Cortks, H., 0 .  Maravilla, and P. Loreto. 2000. Abundance variations of gray 
whales, cschrichfiw robusfus, at the northern part of Bahia Magdalena, B.C.S. 
Mexico 1WC. 

Pirez-Cortks, H., J. Urban, and P. A. Loreto. 2004. A note on gray whale distribution and 
abundance in the Magdalena bay Complex, Mexico during the 1997 winter 
season. Jout.nu1 of Celucem Rescwch cind M~lncigemcnf 6 (2):  1 33- 1 38. 

Perryman, W. L., M.A. Donahue, P.C. Perkins, and S.B. Reilly. 2002. Gray whale calf 
production 1 994-2000: Are observed fluctuations related to changes in seasonal 
ice cover? ~Mrrine ~Mrrnlmtrl Science 1 8 (1): 12 1 - 144. 

Perryman, W. L., and M.S. Lynn. 2002. Evaluation of nutritive conditions and 
reproductive status of migrating gray whales (Eschrichtius robustus) based on 
analysis of photogrammetric data. Journd of Cefucecm Rese~irch und 
1WnugetnenI4 (2): 155- 164. 

Reeves, R.R. 1977. The problem of gray whale (eschrichtius robustus) harassment at the 
breeding lagoons and during migration. Washington, D.C.: U.S. Marine Mammal 
Commission. 

Ricardo, D. . 18 17. Principles q f  Polificcil Economy and Tmxifion, Gt.eu/ minds series. 
New York: Prometheus Books. Original edition, London, J.M. Dent & Sons, 
191 1. 

Rice, D. W., and A.A. Wolman. 197 1.  The L fe Hislory und Ecology cflhe Grciy Whole 
(Eschrichlius rob~~slus). Edited by J. N. Layne. Vol. 3, LYpecid Pzthlicrifions. 
Oklahoma: The American Society of Mammalogists. 

Rice, D.W., A.A. Wolman, D.E. Withrow, and L.A. Fleischer. 1981. Gray whales on the 
winter grounds in Baja California: International Whaling Commission. 

Rugh, D.J., K.E.W. Shelden, and A. Schuln~an-Janiger. 2001. Timing of the gray whale 
southbound migration. Joz~rncil qf Cefucetm Rescurch rind ~bfmrigemenf 3 (1):3 1 - 
39. 

Sclwindt, R., A. Vining, and S. Globerman. 2000. Net loss: a cost-benefit analysis of the 
Canadian Pacific salmon fishery. Jore.n~11 ofPolicy Anulysis ~ ~ n d  Mrincigea~enl 19 
(1):23--45. 

SEMARNAT. 2005. Bahia Magdalena, BCS. Viajes realizados y personas transportadas, 
en la temporada de observacion de ballenas de 2005: Delegation Federal En Baja 
California Sur. 

. Secft-efwia de Media Anzbienfe y Recursus ~V~ifurcrles 2005 [cited. 

Silberberg, E. 1990. The derivation of cost functions. In The Struclure ofEconomics 

New York: McGraw-Hill. 



Smith, V.K. 1993. Nonmarket valuation of environmental resources: an interpretative 
appraisal. L~rnd Econonlics 69 (I): 1-26. 

Spalding, M.J. 2002. Whdes and Shared Cocrsrd cind ~Wurine Muncrgemenl of  [he Border 
PUCI)C. Edited by L. a. C. Fernandez, R.T., Borh Sides o f  [he Border. 

Sunnevag, K.J. 2002. Auctions combined with ex post taxation - expected revenue when 
three parties want a piece of the cake. Resources Policy 28:49-59. 

Toufique, K.A. 2000. Distribution of rent in the inland fishery of Bangladesh. 
Bcrngladesh Developnzenl Sludies 26 (1):77-97. 

United Nations. 2006. Human Development Report 2006 - beyond scarcity: power, 
poverty, and the global water crisis: United Nations Development Programme. 

Urban, J.R., L. RO-jas-Bracho, H. Perez-Cortes, A. Gomez-Gallardo, S.L. Swai-tz, S. 
Ludwig. and Brownell Jr. R.L. 2003. A review of gray whales (Eschrichtius 
robustus) on their wintering grounds in Mexican waters. Journrrl ofC'ercrceun 
Rese~rrch und ~Wune~genrenl 5 (3):28 1-295. 

Walker, J.M., R. Gardner, and E. Ostrom. 1989. Rent dissipation in a limited - access 
common pool resource: experimental evidence. .Journrrl o f  Erwironmen~al 
Economics und ~MLIn~~gement 19:203-2 1 1. 

Whittington, D., and D. Jr. Mac Rae. 1986. The issues of standing in benefit-cost 
analysis. Journcrl of  Policy An~rlysis ~ m d  ~Wmngeinenr 5:665-682. 

Witting, L. 2003. Reconstructing the population dynamics of eastern Pacific gray whales 
over the past 150 to 400 years. .Journal qfCeluceun Reseurch und klunugctnenl 5 
(1):45-54. 

Wunder, S. 2000. Ecotourism and economic incentives - an empirical approach. 
Ecologicd Economics 32:465-479. 

Young, E. 1999. Balancing conservation with development in small-scale fisheries: is 
ecotourism an empty promise? Hurnun Ecology 27 (4):58 1-620. 

. 1999. Local people and conservation in Mexico's El Vizcaino Biosphere 
Reserve. Geogruplzic~rl review 89 (3):3 64. 


