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This report describes the results of the benefit-cost analysis of the proposed alternatives for regulating off-road vehicle (ORV) use in Cape Lookout National Seashore (the Seashore), which compares the proposed rule with the current or baseline ORV use at the Seashore and other alternatives considered by the National Park Service (NPS) in its Draft Environmental Impact Statement (DEIS). For the proposed change in regulation, NPS is required to conduct a benefit-cost analysis of the proposed regulation and an analysis of the impact of the regulation on small businesses under the Regulatory Flexibility Act (RFA) of 1980. Following a description of the current regulation and proposed rule and other alternatives, this report presents baseline information about the Seashore and the current state of ORV activity. From this baseline, we conducted a benefit-cost analysis of the new regulation and an analysis of the impact of the new regulation on small businesses.
[bookmark: _Toc497199613][bookmark: _Toc497554837][bookmark: _Toc517249523][bookmark: _Toc517249714][bookmark: _Toc435622382]	1.1	Current ORV Regulations and Background
In 1966, Congress authorized the establishment of Cape Lookout National Seashore as a unit of NPS “to preserve for public use and enjoyment an area in the State of North Carolina possessing outstanding natural and recreational values.” In 1976, the federal government gained ownership of the land and the Seashore was established.
ORV use at Cape Lookout National Seashore predates authorization of the Seashore in 1966. ORV use is not addressed in the Seashore’s enabling legislation (16 USC 459 g-3). Beginning in the 1930s, vehicles were transported to the banks by shallow draft ferries and were used to provide access to productive commercial and recreational fishing spots, as well as for other recreational pursuits such as sightseeing and camping. Today, ORVs provide vehicular access to the Seashore beaches for recreational purposes, including activities such as surf-fishing, surfing, sunbathing, swimming, bird-watching, camping, visiting historic structures, and sightseeing, among other activities.
The regulations governing NPS, as well as two Executive Orders, require a special regulation to authorize driving on the beach (Executive Orders 11644 and 11989 and 36 CFR 4.10). Currently, NPS manages ORVs at the Seashore through the Interim Off-road Vehicle Management Report and Evaluation of Existing ORV Use at Cape Lookout National Seashore (NPS, 2007a), which implements the Cape Lookout National Seashore Interim Protected Species Management Plan/Environmental Assessment (NPS, 2006) (Interim Plan) and the associated Biological Opinion (USFWS, 2006) and Finding of No Significant Impact (FONSI) (NPS, 2007b), as well as the Superintendent’s Compendium (NPS, 2013).
To comply with Executive Orders 11644 and 11989 regarding ORV use and with NPS laws and regulations (36 CFR 4.10), NPS has been developing a set of alternatives and a proposed rule for management of ORVs in the Seashore. In July 2014, the Agency published a DEIS that included a no-action alternative (the Interim Plan) and four action alternatives (NPS, 2014a).
[bookmark: _Toc497199614][bookmark: _Toc497554838][bookmark: _Toc517249524][bookmark: _Toc517249715][bookmark: _Toc435622383]	1.2	Proposed Rule and Draft Alternatives
The DEIS proposed five alternatives to manage ORV use and access in Cape Lookout National Seashore (CALO), including a no-action alternative and four action alternatives (NPS, 2014a). Following a public comment period on the DEIS, the NPS issued a proposed rule to implement portions of the preferred alternative (Alternative C) as described in the DEIS. Alternative A, or the no-action alternative, would maintain existing conditions and management policies on ORV use; for this benefit-cost analysis, Alternative A is the regulatory baseline. Alternatives B, C, and D would further regulate ORV users through a permit system and new management measures such as a seasonal restriction on night driving and ban on high performance sport-model and two-stroke all-terrain vehicles (ATVs) and utility-type vehicles (UTVs). Alternative B would not impose any limits on permit numbers, Alternative C would impose limits to keep ORV use at historic levels, and Alternative D would impose limits to reduce ORV use by 8% below current ORV use level. Alternative E would not provide or designate any ORV routes and therefore not allow the use of ORVs on the Seashore.
In the following sections, we describe in more detail the elements of the no-action alternative, which will be used as the reference point, or baseline, to analyze the benefits and costs of the proposed rule, and the proposed rule. We then describe the action alternatives considered by NPS in its DEIS.
[bookmark: _Toc435622384]	1.2.1	No-Action Alternative
The DEIS describes the baseline as follows:
Alternative A—No Action: Alternative A is a continuation of existing conditions and management policies under the Cape Lookout National Seashore Interim Protected Species Management Plan/Environmental Assessment, the Biological Opinion, the Amended Biological Opinion, and the FONSI. ATV and UTV use would continue to be managed in the same manner as ORV use. Approximately 81% of the entire length of the Seashore would be potentially available for ORV use from March 16 through December 31. The Seashore would be closed to ORV use from January 1 through March 15.
Section 2 provides a baseline description of beach use in and around Cape Lookout National Seashore under current conditions and management policies.
[bookmark: _Toc435622385]	1.2.2	Proposed Rule
The proposed rule would establish a special regulation pursuant to the Executive Order and 36 CFR 4.10(b) that would implement portions of the preferred alternative (Alternative C) as described in the DEIS. Specifically, the proposed rule would:
Designate ORV routes and pedestrian-only areas at the Seashore;
Implement a permit system for ORVs requiring completion of a short education program and establishing limits on the number of permits;
Impose date and time restrictions on the use of ORVs to protect resources and enhance visitor experience;
Set vehicle and equipment standards, phasing out sport model ATVs and UTVs, and
Allow an additional four ramps on North Core Banks and five ramps on South Core Banks where vehicle traffic could cross between the Beach Route and the Back Route could be constructed.
In addition, the proposed rule reflects input received during a public comment period (required to comply with the National Environmental Policy Act), including the following:
Closure dates have been made consistent to eliminate confusion.
Seven miles of pedestrian-only areas have been changed from year-round to seasonal closures (Memorial Day–Labor Day).
A marked route for ORVs was created in front of the Long Point and Great Island cabin camps.
ORV permits have changed from a 10-day and season pass to a 3-day, 14-day, and season pass, and the permit would be valid for ORV use on both North and South Core Banks.
Numerical caps would be determined based on 5 years of data instead of 3 years and data from years with significant ORV closure events in excess of 14 days (such as a hurricane) would not be used to establish a vehicle cap.
Night driving on beach ORV routes would not be allowed from 9:00 pm until 6:00 am from May 1 to September 14. However, driving on the back route would be allowed form 5:00 am–6:00 am and 9:00 pm–10:00 pm, and at any time in the Great Island and Long Point cabin camps.
Vehicle length restriction has been removed and replaces with a wheelbase limit of no more than 180 inches.
ATV trailer length limit has been removed and made consistent with vehicle trailer lengths.
New restrictions (including prohibiting sport-model ATVs/UTVs, trailers exceeding 30 feet in length and vehicles with wheel base exceeding 180 inches) would be phased in after a 1-year grace period. ATVs with two-stroke engines would be prohibited immediately.
Initially, the maximum number of ORV permits that may be issued would be 5,500, based on current use levels. In order to ensure that ORV use does not exceed current levels, ORV use would be monitored for the first 5 years that permits are issued and thereafter capped at a 5-year average use level not to exceed 5,500.
[bookmark: _Toc435622386]	1.2.3	Other Regulatory Alternatives Considered
NPS developed four action alternatives (Alternatives B, C, D, and E), including an alternative (Alternative E) that would prohibit public ORV use on the Seashore. The action alternatives are described in the DEIS (NPS, 2014a) as follows:
Elements that are common to all action alternatives (except Alternative E) include the following:
Pull-outs would be established along the back route to allow for vehicles to pass other oncoming vehicles.
A free operator education certificate would be required to operate a vehicle at the Seashore.
ORV permits would be required and would involve a fee.
Certain vehicle types would be prohibited including high-performance ATVs and UTVs (after a 5-year grace period)
Additional shade shelters would be constructed for emergencies and storms.
An adaptive management strategy would be implemented that evaluates species disturbance.
· Education materials would be provided through the education certification requirement and outreach methods would be used to communicate to visitors about species, resource information, wise use, and ORV program information.
Alternative B—Alternative B would maintain existing opportunities for ORV experiences on the Core Banks; vehicle permits would be required, but there would be no limits on the number of vehicle permits issued; ORV use and density could increase; existing management practices at the Seashore would continue; an annual operator education certificate would be required; plus additional education and outreach and species management measures, such as seasonal restrictions on night driving, would be implemented. Nonsport ATVs and UTVs would be allowed at the Seashore from March 16 through December 31, and all high-performance sport-model and two-stroke ATVs and UTVs would be prohibited year-round. High-performance sport-model and two-stroke ATV and UTVs would be phased out after a 5-year grace period. Approximately 81% of the entire length of the Seashore would be potentially available for ORV use from March 16 through December 31. The Seashore would be closed to ORV use from January 1 through March 15.
Alternative C—Alternative C would create three new seasonal pedestrian-only areas, and expand one existing pedestrian-only area; vehicle permits would be required that would keep use at historic levels, but which could allow an increase in ORV density (use levels would be monitored and management actions could be triggered if density increases); existing management practices at the Seashore would continue; an annual operator education certificate would be required; plus additional education and outreach and species management measures, such as seasonal restrictions on night driving would be implemented.[footnoteRef:1] Alternative C would prohibit high-performance sport-model and two-stroke ATVs and UTVs, and would implement restrictions on trailers, all with a one-year grace period. Approximately 79% of the entire length of the Seashore would potentially be available for ORV use from March 16 through the Thursday preceding Memorial Day and from the day after Labor Day through December 15. Approximately 74% of Seashore beach would be available for ORV use from the Friday preceding Memorial Day through Labor Day. The Seashore would be closed to ORV use from December 16 through March 15. [1:  Night driving would be prohibited from 9 pm until 6 am May 1 to September 14 to reduce impacts on turtles and birds. Driving along the back route would be prohibited from 10 pm until 5 am.] 

Alternative D—Alternative D would provide increased opportunities for year-round pedestrian-only experiences; vehicle permits would be required and would be limited to keep the number of permits issued at 8% below current ORV use levels; existing management practices at the Seashore would continue; plus a requirement for an annual operator education certificate, increased education and outreach and additional species management measures, such as seasonal restrictions on UTV use and night driving; and a year-round prohibition of ATVs, high-performance sport-model and two-stroke UTVs, implemented after a 5-year grace period. ORV trailers (anything that is pulled behind another vehicle) would be prohibited; UTV trailers 5 feet or less would be allowed. Approximately 73% of the entire length of the Seashore would potentially be available for ORV use from March 16 through December 15, with the exception that during the period from the Friday preceding Memorial Day through Labor Day, 63% of Seashore beach would be available for ORV use. The Seashore would be closed to ORV use from December 16 through March 15.
Alternative E—Alternative E would not provide or designate any public ORV routes; therefore, Alternative E would not allow for ORV use at the Seashore. No special regulation would be promulgated. Essential vehicles would continue to use routes as designated in Alternative A, and all existing species management measures would continue.


Benefit-Cost Analysis of Final ORV Use Regulations in Cape Lookout National Seashore
Section 1 — Introduction
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	[bookmark: _Toc435622388]Baseline Description of Beach Use in and around Cape Lookout National Seashore


Located approximately 3 miles off the mainland coast in the central coastal area of North Carolina, Cape Lookout National Seashore occupies more than 29,000 acres of land and water from Ocracoke Inlet to Beaufort Inlet. Distributed along 56 miles of shoreline, the Seashore is part of a dynamic barrier island system. It is located within Carteret County in North Carolina.
Section 2 describes the Seashore and the surrounding area, information about visitors, information about the population of Carteret County, and information about the economy of the region. Much of the text in this section is taken from the DEIS (NPS, 2014a).
[bookmark: _Toc47490846][bookmark: _Toc54765000][bookmark: _Toc164752922][bookmark: _Toc264556384][bookmark: _Toc435622389]	2.1	The Cape Lookout Area
The Outer Banks offer some of the best beaches in the U.S., and beach-related tourism is a major driver of the regional economy. Local residents also receive significant recreational benefits from the area’s natural assets.
[bookmark: _Toc47490847][bookmark: _Toc54765001][bookmark: _Toc164752923][bookmark: _Toc264556385][bookmark: _Toc435622390]	2.1.1	Cape Lookout National Seashore
Cape Lookout National Seashore is one of the few remaining locations along the Atlantic coast where visitors can experience and recreate in a primarily undeveloped, remote barrier island environment. The Seashore preserves a diversity of coastal habitats, which support aquatic and terrestrial plant and animal life, including several federally and state-listed species, such as piping plovers, American oystercatchers, sea turtles, black skimmers, terns, and seabeach amaranth. Cape Lookout can only be accessed by boat, and visitors utilize passenger ferries, vehicle ferries, or private vessels to access the Seashore from Ocracoke, Morehead City, Harkers Island, and Beaufort.
Sensitive habitat and species at the Seashore are managed within the context of a variety of visitor-use patterns, which include the use of ORVs. Although the overall number of recreational visitors to the Seashore fell approximately 31% between 2001 and 2014 (NPS, 2015a), visitation to the North and South Core Banks has not declined. Based on the vehicle transport data provided by the three authorized vehicle ferry companies, the number of vehicles being delivered to the islands has remained relatively consistent, averaging approximately 5,500. Visitors to the Seashore participate in a variety of recreational activities, including beach recreation (swimming, sunbathing, etc.), fishing, boating (sailing, kayaking, canoeing, or motor-boat), camping, shell collecting, historical tourism at the Lighthouse or Portsmouth Village, nature/eco-studies (birding, horse watching), harvesting of shellfish, hunting, hiking, and photography (NPS, 2015b). For a portion of Seashore visitors ORV use and beach driving provide access to these activities. The main user groups at the Seashore are campers, anglers, and day-use beach-goers.
North Carolina is the seventh most popular state for fishing, with an estimated 1.5 million residents and nonresidents participating in 2011 (U.S. Department of the Interior et al., 2011). Recreational fishing is a significant part of North Carolina’s economy, attracting spending from both local and out-of-state anglers. Approximately 632,000 anglers in North Carolina engaged in saltwater fishing in 2011 (U.S. Department of the Interior et al., 2011, see Table 2‑1). Trip-related expenditures from fishing trips totaled an estimated $1,020,156,000 in 2011 with $662,383,000 coming from saltwater anglers. Although only 40% of anglers reported participating in saltwater fishing, 65% of all trip-related expenditures went toward this activity.
[bookmark: _Toc264556568][bookmark: _Toc435622501]Table 2‑1. Recreational Fishing in North Carolina, by Residents and Nonresidents, 2011
	
	Resident
	Nonresident
	Total

	Total participants
	1,196,000
	329,000
	1,525,000

	Percentage of total participants
	78%
	22%
	100%

	Saltwater
	426,000
	207,000
	632,000

	Percentage of total saltwater participants
	67%
	33%
	100%

	Total trip-related expenditures
	$820,857,000
	$199,299,000
	$1,020,156,000

	Average trip-related expenditures per participant
	$684
	$606
	$668


Source: U.S. Department of the Interior, Fish and Wildlife Service, and U.S. Department of Commerce, U.S. Census Bureau. 2011.
Nonresident angler expenditures are important to regional economic impacts, because they represent an addition to area wealth rather than a change in the mix of spending by residents. Nonresidents make up only 22% of all anglers in North Carolina but comprise 33% of saltwater anglers.
Carteret County sold 18% of coastal recreational fishing licenses sold within the eight coastal counties in North Carolina and 9% of all coastal recreational fishing licenses sold in 2011 (NCWRC, 2011). Carteret County ranks third behind Dare and Wake Counties among all North Carolina counties in coastal recreational fishing license sales (Table 2‑2).

[bookmark: RANGE!K33][bookmark: _Toc264556569][bookmark: _Toc435622502]Table 2-2. Number of Coastal Recreational Fishing Licenses Sold by North Carolina County of Sale (location where license sales agent resides), Excluding Blanket Coastal Recreational Fishing Licenses, 2010 and 2011
	County
	2010
	2011

	Dare
	87,850
	76,943

	Hyde
	5,479
	5,193

	Brunswick
	36,074
	34,975

	Carteret
	41,210
	38,706

	Currituck
	2,516
	2,105

	New Hanover
	31,256
	29,566

	Onslow
	17,228
	16,377

	Pender
	16,361
	15,462

	Subtotal of 8 Coastal Counties
	237,974
	219,327

	North Carolina Total
	453,519
	439,260


Source: NCWRC 2011.
Among all states, North Carolina ranks twelfth for number of wildlife watchers, with 2,124,000 resident participants in 2011 representing 29% of the North Carolina population (U.S. Department of the Interior et al., 2011). Wildlife watching is classified as activities both around-the-home and away-from-home for which wildlife watching is the primary purpose and does not include trips to zoos or museums or accidental observation of wildlife (U.S. Department of the Interior et al., 2011). Wildlife watchers may be feeding, photographing, or observing wildlife. Approximately 13% of wildlife watchers in North Carolina were nonresidents in 2011.
Away-from-home wildlife watching is defined as wildlife observation occurring at least 1 mile from home (U.S. Department of the Interior et al., 2011). Table 2‑3 presents information about away-from-home wildlife watching in North Carolina. In 2011, among away-from-home wildlife watchers in North Carolina, approximately 45% were nonresidents. Away-from-home bird watchers made up 669,000, or 95% of all away-from-home wildlife watchers. Of these, 43% reported watching “other water birds.” This category includes shorebirds, cranes, herons, and all other water birds not classified as waterfowl and serves as the best representation of birds on Cape Lookout. Among wildlife watchers observing “other water birds,” nonresidents made up 36% of participants.
Wildlife watchers in North Carolina spent a total of $367,309,000 in trip-related costs in 2011. This number includes food, lodging, transportation, rental equipment, and guide or permit fees, but not expenditures on purchased equipment. Away-from-home resident wildlife watchers spent an average of $498 per person annually and take, on average, 7.1 trips, while nonresident participants spent $451 and took 2.9 trips. While resident wildlife watchers take over twice as many trips annually as nonresidents, they incur less than one-half of the trip-related expenditures per trip.
[bookmark: _Toc264556570][bookmark: _Toc435622503]Table 2-3. Away-From-Home Wildlife Watching in North Carolina, by Resident and Nonresident, 2011
	
	Resident
	Nonresident
	Total

	Total away-from-home participants 
	386,000
	317,000
	703,000

	Percentage of total participants
	55%
	45%
	100%

	Total away-from-home birders
	360,000*
	310,000
	669,000

	Total birders
	54%
	46%
	100%

	Away-from-home “other water bird” observers 
	186,000*
	107,000*
	293,000*

	Percentage of “other water bird” observers
	64%
	36%
	100%

	Total trips
	2,759,000
	909,000
	3,667,000

	Average days per trip
	2
	3
	3

	Average trips per participant
	7.1
	2.9
	5.2

	Total trip-related expenditures
	$224,666,000*
	$142,664,000*
	$367,309,000

	Average annual trip-related expenditure per participant
	$498*
	$451*
	$477*

	Average trip-related expenditure per participant per trip
	$70.14
	$155.52
	$91.73


* Estimate based on a sample size of 10-29.
[bookmark: _Toc264556386]Source: U.S Department of Interior, U.S. Fish and Wildlife Service, and U.S. Department of Commerce, U.S. Census Bureau 2011.
[bookmark: _Toc435622391]	2.1.2	Other Parks on the Outer Banks and on the North Carolina Coast
In addition to the Seashore, the Outer Banks are home to a number of alternative recreation locations such as Currituck National Wildlife Refuge on the northern end of the banks, which provides habitat for a number of endangered species and wintering waterfowl and offers recreation activities such as fishing, wildlife watching, and photography. Jockey’s Ridge State Park, located in Nags Head, is the tallest naturally formed sand dune system on the East Coast and provides opportunities for hiking, hang-gliding, sand-boarding in the dunes or kayaking, windsurfing, and swimming in the Roanoke Sound.
Located on the north end of Hatteras Island is the Pea Island National Wildlife Refuge, a 5,834 land acre and 25,700 water acre preserve established in 1937. Visitors to Pea Island can hike, fish, kayak, or watch wildlife.
Cape Hatteras National Seashore, authorized in 1937, is located just north of Cape Lookout National Seashore. Cape Hatteras National Seashore protects parts of three barrier islands: Bodie Island, Hatteras Island, and Ocracoke Island. Activities at Cape Hatteras National Seashore include climbing the Cape Hatteras and Bodie Island lighthouses, fishing, bird watching, waterfowl hunting, camping, swimming, boating, and shelling.
Like Cape Lookout, Cape Hatteras allows driving on the beach. Unlike Cape Lookout, Cape Hatteras is directly accessible by vehicle and therefore visitation is much higher than at Cape Lookout.
[bookmark: _Toc264556387][bookmark: _Toc435622392]	2.2	ORV Routes and Areas
As discussed in Section 1, ORVs are currently managed through the Superintendent’s Compendium, which allows for ORV use from March 16 to December 31 (with a closure of the Seashore to ORVs from January 1 through March 15) (see Section 1.1.2).
[bookmark: _Toc497208175][bookmark: _Toc497555397][bookmark: _Toc497555637][bookmark: _Toc503331616][bookmark: _Toc503343275][bookmark: _Toc503669392][bookmark: _Toc3717112][bookmark: _Toc47490858][bookmark: _Toc54765012][bookmark: _Toc164752933][bookmark: _Toc264556388][bookmark: _Toc435622393]	2.3	Visitation Data
Many different factors cause visitation to vary across years, so a single year may not provide a reliable estimate of average future visitation. Although some visitation data are collected each year by the NPS, there are gaps in the data that make it difficult to firmly establish baseline visitation. Therefore, multiple sources were used to estimate visitor trends to the Seashore.
[bookmark: _Toc47490859][bookmark: _Toc54765013][bookmark: _Toc164752934][bookmark: _Toc264556389][bookmark: _Toc435622394]	2.3.1	Historical Visitation Trends
[bookmark: _Toc264556514]As seen in Figure 2‑1, overall visitation at Cape Lookout National Seashore has grown over the years, increasing from roughly 21,000 visitors in 1976 to roughly 431,000 visitors in 2014 (NPS, 2015a). More recently, overall visitation has declined approximately 30% since 2001; however, based on the vehicle transport data provided by the three authorized vehicle ferry companies, the number of vehicles being delivered to the islands has remained relatively consistent. Since 2000, the average total number of vehicles delivered to the islands has been 5,544 (see Figure 2‑2). Excluding 2003 and 2011, which had lengthy periods of closures because of hurricanes, the number of vehicles being transported is trending slightly upward. Figure 2‑3 illustrates visitor use reports for 2014, which indicate that through December approximately 431,000 visitors had journeyed to the Seashore. Based on 2014 data, the summer (June through Aug.) accounts for nearly 50% of annual visitation, with the fall (Sept. through Nov.) and spring (Mar. through May) seasons accounting for 22% and 25% of annual visitation, respectively (NPS, 2015a). Though overall visitation is relatively high in the summer, ORV use in the summer is relatively low compared with the fall. Non-ORV visitor use in the summer months is generally concentrated in the lighthouse area at the southern end of South Core Banks.
[bookmark: _Toc435622445]Figure 2-1. Visitation in Cape Lookout National Seashore, 1976–2014

Source: NPS, 2015a.
[bookmark: _Toc435622446]Figure 2-2. ORV Visitation to South Core Banks and North Core Banks, 2000–2014

Source: Kenney, P., NPS, 2015.
Note: Data for 2003 and 2011 are excluded because of extended hurricane-related closures during those years.
[bookmark: _Toc435622447]Figure 2-3. Monthly Visitation in Cape Lookout National Seashore, 2014

Source: NPS, 2015a.
[bookmark: _Toc264556390][bookmark: _Toc435622395]	2.3.2	Distribution of Visitors and ORV Use
ORVs are currently used to provide vehicular access onto Cape Lookout National Seashore beaches for recreational purposes, including surf-fishing, camping, surfboarding, sunbathing, swimming, bird-watching, scenic driving, etc. ORV use at the Seashore is seasonal. Vehicle ferries generally have ceased operation from mid-December through mid-March, and the Seashore is closed to vehicle access. Island vehicle parking/storage lots close from January 1 through mid-March when ferry services resume. The heaviest ORV use is concentrated during September, October, and November. Highway vehicles are brought to the islands via vehicle ferries, whereas ATVs may be brought via ferries or by private boat. Some private boats (very few) carry ATVs that boaters use on the islands once the boat is moored. Probably the primary use of ORVs at the Seashore is for transport to desired fishing and camping locations along the long stretches of beach. Fishermen use ORVs to find ever-changing fishing “holes,” to pursue migrating schools of fish, and to reach more productive areas such as the point of Cape Lookout or the inlets. Since these areas, as well as the entire beach, are habitat for the protected shorebird and sea turtle species, there is a potential for conflict between necessary closures and ORV use. Because productive fishing areas may change daily with the tides, the impact of closures may be greater than simply the number of fishermen or area affected; if the fishermen cannot get to what they perceive as the right spot, they may be dissatisfied or feel their trip has been unsuccessful.
Table 2‑4 provides numbers of ORVs transported to the islands by the ferry services to Long Point and Great Island from 2000 to 2014, as reported by the ferry operators[footnoteRef:2].  Based on assumptions regarding the number of passengers (2.6 people per ORV and 1.5 people per ATV) and passenger ferry round-trips per vehicle (1.79 passenger ferry round trips per ORV, 1 passenger ferry round trip per ATV), the total ORV passenger ferry round-trips are estimated to be just over 20,000 annually (NPS, 2014a; Table 65).  [2:  Ferry operators submit reports to NPS listing the number of vehicles and the number of passengers transported each month. Table 2-4 is based on these reports, with missing data estimated as the average of the three previous years for that month. Estimated passengers per ORV and passengers per ATV, and number of passenger ferry round trips per ORV or ATV, are approximate based on data for select years with complete data between 2005 and 2011, as documented in Table 65 of the DEIS. ] 

[bookmark: _Toc435622504]Table 2-4. Vehicles Delivered by Three Vehicle Ferries, 2000–2014
	Year
	Long Point Vehiclesa (Access to North Core Banks)
	Great Island Vehiclesa (Access to South Core Banks
	Total Vehicles
	Comments

	2000
	2,165
	3,029
	5,194
	

	2001
	2,022
	2,960
	4,982
	

	2002
	2,333
	3,016
	5,349
	

	2003
	1,184
	1,480
	2,664
	Hurricane Isabel closure September 15 through October 30 

	2004
	2,451
	3,004
	5,455
	

	2005
	2,609
	2,825
	5,434
	

	2006
	2,547
	2,895
	5,442
	

	2007
	2,864
	2,913
	5,777
	

	2008
	2,962
	2,791
	5,753
	

	2009
	2,281
	3,249
	5,530
	

	2010
	2,388
	4,372
	6,760
	

	2011
	1,702
	2,709
	4,411
	Hurricane Irene—the Seashore was closed for 2.5 months

	2012
	2,124
	3,470
	5,594
	

	2013
	1,861
	3,273
	5,134
	

	2014
	2,286
	3,385
	5,671
	

	Average
	2,376
	3,168
	5,544
	Average total vehicle days based on 2000–2014 excluding 2003 and 2011 because of periods of closure 


[bookmark: _Toc264556571]Sources: Kenney, P., 2015.
a The total number of vehicles that arrived by ferry during the year at Long Point and Great Island. Long Point is access to North Core Banks; Great Island is access to South Core Banks.
[bookmark: _Toc497631431][bookmark: _Toc497631593][bookmark: _Toc503331638][bookmark: _Toc503343297][bookmark: _Toc503669414][bookmark: _Toc47490876][bookmark: _Toc54765030][bookmark: _Toc164752938][bookmark: _Toc264556392][bookmark: _Toc435622396][bookmark: _Toc497208178][bookmark: _Toc497555401][bookmark: _Toc497555641][bookmark: _Toc3717130][bookmark: _Toc47490892][bookmark: _Toc54765047][bookmark: _Toc164752949][bookmark: _Toc264556393]	2.4	Alternative Locations for Beach Driving
In addition to the Seashore, the North Carolina coast includes other beaches that offer beach driving opportunities.
In addition to the Seashore, the North Carolina coast includes other beaches that offer beach driving opportunities. As mentioned above, beach driving is allowed on Cape Hatteras. Farther south, beach driving is allowed in select areas of the Crystal Coast with the purchase of a permit. Farther north, beach driving is allowed in Corolla, year round on the Northern end, and from October 1 through April 30 on the South end. Year-round beach driving is permitted in Atlantic Beach. During the off season, beach driving is permitted on Emerald Isle and in the Indian Beach/Salter Path area.
[bookmark: _Toc435622397]	2.5	Economic Activity in the Surrounding Communities
[bookmark: _Toc197969967][bookmark: _Toc205460948][bookmark: _Toc233423687][bookmark: _Toc264556394][bookmark: _Toc435622398]	2.5.1	Socioeconomic Characteristics of the Cape Lookout Region of Influence
This section describes the social and economic environment that potentially would be affected by the proposed rule. The social and economic environment of a region is characterized by its demographic composition, the structure and size of its economy, and the types and levels of public services available to its citizens.
Carteret County forms the economic region of influence (ROI) and defines the geographic area in which the predominant social and economic impacts from the proposed alternatives are likely to take place. Eastern Carteret County includes Beaufort and the area east of it, including Harkers Island and all of Cape Lookout National Seashore. Western Carteret County includes Morehead City, Atlantic Beach, Emerald Isle, and other towns.
Figure 2‑4 shows the 2010 population density by census tract in Carteret County (Census, 2010), and Table 2-5 provides a comparison of population statistics of North Carolina and Carteret County.
[bookmark: _Toc264556396][bookmark: _Toc435622399]	2.5.2	Employment
The majority of the ROI is rural. Within the ROI, the employment centers around coastal activities, including tourism, fishing, and coastal research and management. As shown in Table 2‑6 (U.S.BEA, 2012), Carteret County has a high percentage of employment in the public administration sector, comparable to the state and nation as a whole. Public administration employment in Carteret County is primarily due to the location of North Carolina’s Division of Marine Fisheries as well as the Division of Coastal Management in Morehead City. Several tourism-related sectors account for a relatively high percentage of county employment. The sectors of accommodation and food services; real estate, rental and leasing; arts, entertainment, and recreation; and retail trade account for 37% of the total employment within the ROI. These sectors only account for 23% of employment in the state of North Carolina and in the U.S. as a whole.
[bookmark: _Toc435622448]Figure 2-4. 2010 Population Density by Census Tract
[image: ]
Source: U.S. Census Bureau, 2010. Note the U.S. Census Bureau counts people according to “usual residence” where the person lives most of the year.
[bookmark: _Toc435622505]Table 2-5. Population Statistics
	Geographic Area
	2000a
	2010b
	2020c
	2030c
	Percentage Change, 2000–2010
	Percentage Change, 2000–2030

	North Carolina
	8,049,313
	9,535,483
	10,614,862
	11,629,556
	18%
	44%

	Carteret County
	59,383
	66,469
	76,317
	85,906
	12%
	45%


Sources:
a U.S. Census Bureau 2000.
b U.S. Census Bureau 2012a.
c Office of State Budget and Management, North Carolina 2012.
[bookmark: _Toc264556520]
[bookmark: _Toc264556573][bookmark: _Toc435622506]Table 2-6. Employment by Sector, 2011
	
	Number of Employees
	Percentage

	Industry
	ROI
	ROI
	NC
	U.S.

	Public administration
	5,304
	15%
	16%
	14%

	Construction
	2,662
	8%
	6%
	5%

	Accommodation and food services
	3,786
	11%
	7%
	7%

	Agriculture; forestry; fishing and hunting
	767
	2%
	2%
	2%

	Real estate, rental and leasing
	3,041
	9%
	4%
	4%

	Arts; entertainment; and recreation
	1,075
	3%
	2%
	2%

	Retail trade
	4,709
	14%
	10%
	10%

	Administrative and support and waste management services
	
	
	
	

	Mining
	2,092
	6%
	7%
	6%

	Other services (except public administration)
	15
	0%
	0%
	1%

	Management of companies and enterprises
	2,593
	8%
	5%
	6%

	Information
	25
	0%
	2%
	1%

	Utilities
	370
	1%
	2%
	2%

	Educational services
	120
	0%
	0%
	0%

	Wholesale trade
	328
	1%
	2%
	2%

	Health care and social assistance
	676
	2%
	4%
	3%

	Transportation and warehousing
	2,445
	7%
	10%
	11%

	Finance and insurance
	393
	1%
	3%
	3%

	Professional; scientific; and technical services
	1,213
	4%
	4%
	5%

	Manufacturing
	1,578
	5%
	6%
	7%


Source: U.S. Bureau of Economic Analysis 2012.
In addition to these employees, Carteret County had 5,909 self-employed individuals in 2010. Table 2‑7 shows the breakdown of industry for self-employed individuals (U.S. Census, 2012b). Compared with the rest of the state and the United States as a whole, a greater percentage of self-employed individuals in Carteret County are engaged in construction; real estate, rental and leasing; and agriculture, forestry, fishing, and hunting (of which, 93% are commercial fishermen).
[bookmark: _Toc435622507]Table 2-7. Self-employment by Industry, 2010
	
	Number of Employees
	Percentage

	Industry
	ROI
	ROI
	NC
	U.S.

	Agriculture, forestry, fishing and hunting
	429
	7%
	1%
	1%

	Construction
	988
	17%
	13%
	11%

	Real estate, rental and leasing
	877
	15%
	11%
	11%

	Accommodation and food services
	81
	1%
	1%
	1%

	Information
	47
	1%
	1%
	1%

	Utilities
	7
	0%
	0%
	0%

	Mining, quarrying, and oil and gas extraction
	5
	0%
	0%
	0%

	Manufacturing
	82
	1%
	1%
	1%

	Arts, entertainment, and recreation
	211
	4%
	5%
	5%

	Educational services
	102
	2%
	3%
	3%

	Administrative and Support and Waste Management and Remediation Services
	585
	10%
	10%
	9%

	Retail trade
	477
	8%
	8%
	8%

	Wholesale trade
	60
	1%
	2%
	2%

	Transportation and warehousing
	177
	3%
	4%
	5%

	Finance and insurance
	124
	2%
	3%
	3%

	Other services (except public administration)
	877
	15%
	17%
	15%

	Health care and social assistance
	236
	4%
	7%
	9%

	Professional, scientific, and technical services
	544
	9%
	12%
	14%


Source: U.S. Census Bureau 2012b.
*From http://www.census.gov/econ/nonemployer/intro.htm: “Nonemployers are typically self-employed individuals operating very small businesses, which may or may not be the owner’s principal source of income…Data are primarily comprised of sole proprietorship businesses filing IRS Form 1040, Schedule C, although some of the data is derived from filers of partnership and corporation tax returns that report no paid employees.”
[bookmark: _Toc264556397][bookmark: _Toc435622400]	2.5.3	Unemployment
In 2011, an average of 9.4% of the civilian labor force in Carteret County was unemployed (3,082 individuals) (BLS, 2012, see Table 2‑8). The unemployment rate for Carteret County was lower than the unemployment rate in North Carolina as a whole (10.5%) in 2011. In September 2012, the unemployment rate (seasonally unadjusted) had fallen to 7.7% in Carteret County and 9.0% in North Carolina (BLS, 2012). As Figure 2‑5 shows, Carteret County has fared better than the state following the recession of 2008 in terms of unemployment and has been consistently lower than the state average since 2002 (BLS, 2012).

[bookmark: _Toc435622508]Table 2-8. Employment Characteristics, 2011
	
	North Carolina
	Carteret County

	Labor Force
	4,653,911
	32,734

	Employment
	4,164,814
	29,652

	Unemployment
	489,097
	3,082

	Unemployment Rate
	10.5%
	9.4%


Source: Bureau of Labor Statistics 2012.

[bookmark: _Toc435622449]Figure 2-5. Unemployment Rate, 2002–2011
[bookmark: _Toc264556398][image: ]
Source: Bureau of Labor Statistics 2012.
[bookmark: _Toc435622401]	2.5.4	Tourism Contributions to the Economy
Tourism is a major and growing component of the Carteret economy. As estimated by the U.S. Travel Association, Carteret County ranked 13th out of 100 North Carolina counties in impact of tourism expenditures, generating over $302 million in revenue and directly supporting more than 3,060 jobs in 2013 (U.S. Travel Association, 2012). This was an increase of 7.35% from the economic impact from 2012. As shown in Table 2‑9, 32% of homes in Carteret County are for seasonal, recreational, or occasional use, compared with 4% in North Carolina and the United States as a whole. The large percentage of vacation homes compared with the state and national averages is further evidence of the importance of tourism to the region’s economy.
[bookmark: _Toc218666385][bookmark: _Toc264556578][bookmark: _Toc435622509]Table 2-9. Housing Unit Statistics, 2010
	
	United States
	North Carolina
	Carteret County

	Total
	131,704,730
	4,327,528
	48,179

	Urban
	104,019,731
	2,787,646
	35,096

	Percentage of urban of total population
	79%
	64%
	73%

	Occupied
	116,716,292
	3,745,155
	28,870

	Vacant
	14,988,438
	582,373
	19,309

	For seasonal, recreational, or occasional use
	4,649,298
	191,508
	15,402

	Percentage  of total housing units that are for seasonal, recreational, or occasional use.
	4%
	4%
	32%


Source: U.S. Census Bureau, 2012c.
[bookmark: _Toc264556399][bookmark: _Toc435622402]	2.5.5	Housing
In 2010, Carteret County had a total of 48,179 housing units. The ROI’s housing is roughly 73% urban and 27% rural. Over 30% of the housing units in the ROI are for seasonal, recreational, or occasional use (Table 2‑9) (Census, 2012c).
Since 2000, Carteret County has experienced a 17% increase in the number of housing units, relative to a 22% change statewide and 13% change nationwide (Table 2‑10) (Census, 2012d).
[bookmark: _Toc435622510]Table 2-10. Housing Unit Statistics, 2000–2010
	Geographic Area
	2000
	2010
	Percentage Change 2000–2010

	United States
	116,334,360
	131,704,730
	13%

	North Carolina
	3,544,668
	4,327,528
	22%

	Carteret County
	41,142
	48,179
	17%


Sources: U.S. Census Bureau, 2012d.


Section 2 — Baseline Description of Beach Use in and around Cape Lookout National Seashore

	[bookmark: _Toc267052008][bookmark: _Toc428449043][bookmark: _Toc433199770][bookmark: _Toc435622403]
	[bookmark: _Toc422212649][bookmark: _Toc435622404]Benefit-Cost Analysis of the Alternatives


In this section, NPS presents the benefits and costs associated with alternatives considered for managing ORVs in the Seashore relative to the no-action baseline.

The purpose of benefit-cost analysis is to evaluate the social welfare implications of a proposed action—in this case the management of ORVs in the Seashore. It examines whether the reallocation of society’s resources resulting from the action promotes efficiency. That is, the analysis assesses whether the action imposes costs on society (losses in social welfare) that are less than the benefits (gains in social welfare). Section 3.1 provides a conceptual framework for the benefit-cost analysis and a general discussion of the externalities associated with ORV use. Section 3.2 contains a specific discussion of the benefits and costs of the alternative management proposals for the Seashore relative to no-action Alternative A.
[bookmark: _Toc497031556][bookmark: _Toc497558369][bookmark: _Toc497799086][bookmark: _Toc3876576][bookmark: _Toc3876620][bookmark: _Toc40600527][bookmark: _Toc47492596][bookmark: _Toc55203397][bookmark: _Toc164756371][bookmark: _Toc176754347][bookmark: _Toc435622405]	3.1	Conceptual Basis for Benefit-Cost Analysis of Off-Road Vehicle Regulations in National Parks
[bookmark: _Toc435622406]	3.1.1	Conceptual Basis for Benefit-Cost Analysis
[bookmark: _Toc497031557][bookmark: _Toc497558422][bookmark: _Toc497799087][bookmark: _Toc3876621][bookmark: _Toc40600528][bookmark: _Toc47492597][bookmark: _Toc55203398][bookmark: _Toc164756448][bookmark: _Toc176754348]According to the conceptual underpinnings of benefit-cost analysis, all social welfare impacts ultimately accrue to individuals. This is represented in Figure 3‑1, which depicts flows of goods, services, and residuals among three major systems: market production, household, and the environment. Because these systems are closely interconnected, actions taken to reduce releases of harmful residuals (e.g., chemicals or pollution) to the environment potentially will reverberate throughout all of these systems. Nevertheless, the impacts of these actions, both the costs and benefits, will ultimately be experienced as changes in well-being for households and individuals. As a result, identifying and measuring costs and benefits must focus on these changes in well-being.
[bookmark: _Toc435622450]Figure 3-1. Interrelationship Among Market, Environmental, and Household Systems and Social Welfare
[image: ]

Under regulations that affect ORV access to the beaches, the most direct impact will be on visitors who use ORVs, whose recreational opportunities may be constrained by the restrictions. Also affected are visitors who do not use ORVs and nonvisitors who care about natural resources and the environment, and businesses that provide services to ORV users.
The conceptual framework depicted in Figure 3‑1, therefore, provides a basis for assessing the benefits and costs of regulating ORVs in national parks. Under regulations that affect ORV access to the beaches, the most direct impact will be on visitors who use ORVs, whose recreational opportunities may be constrained by the restrictions. This could result in welfare losses to these individuals. The regulations will likewise directly impact visitors who prefer an ORV-free experience. This could result in welfare gains to these individuals.
The concept of distorted primary markets is also important in analyzing the impact of the proposed ORV regulations and making government intervention necessary.
ORV use generates negative externalities[footnoteRef:3] such as noise emissions or the destruction or alteration of the natural environment that affect other visitors, Seashore resources and the people who value them. Because ORVs generate negative externalities, the private cost of using an ORV on the beach (the cost to the individual driver, for example) is lower than the social cost of ORV use (where the social cost of ORV use includes both the cost to the ORV user and the costs to others that result from the negative externalities associated with ORV use). Because ORV users do not currently have to pay the full social cost of using an ORV on the beach and instead only pay the lower, private cost, ORV use will be higher than the socially optimal use level. Measures of net consumer surplus to ORV users that do not account for the additional costs imposed on society by the negative externalities associated with ORV use will overstate the true net social welfare associated with the activity. [3:  An externality is an impact (positive or negative) on anyone not party to a given economic transaction. An externality occurs when a decision causes costs or benefits to third party stakeholders, often, although not necessarily, from the use of a public good.] 

If individuals change their behavior in response to ORV management changes, these changes are likely to affect environmental systems and market systems. Reductions in the market demand for ORV visitor-related goods and services will have negative impacts for those who own or work for establishments supplying these services. Conversely if the restrictions bring new visitors to the Seashore, then businesses serving these visitors will gain. In addition, benefit-cost analysis focuses on the net impact of an action on society as a whole, not just one specific region. If visitors leave one area and visit another, then the businesses in the new area will benefit from increased business. While we recognize potential impacts outside the ROI, they are not quantitatively evaluated in this benefit-cost analysis.
Estimating the monetary value of benefits and costs requires methods for expressing welfare changes in monetary terms. In certain instances, welfare changes are directly the result of monetary gains or losses and can, therefore, be thought of as being equivalent to these gains or losses. For example, under regulations restricting ORV use, welfare losses to shops that cater to ORV visitors due to reductions in demand for their services can be reasonably measured as their resulting net loss in income. A benefit-cost analysis measures the impact on businesses by the change in producer surplus. Producer surplus measures the difference between total revenue and variable costs. Businesses will gain or lose producer surplus depending on how their customers change their behavior in response to new ORV management.
In other instances, welfare changes are not directly associated with pecuniary gains or losses. Such “nonmarket” changes might include the welfare gains from improved habitat for threatened and endangered species in a Seashore, the diminished recreation experiences for ORV visitors or enhanced recreational experience for visitors who want a vehicle free experience. In these cases, a surrogate measure of gains or losses must be used; willingness to pay (WTP) is such a surrogate. Economists generally accept WTP as the conceptually correct measure for valuing changes in individuals’ welfare. WTP represents the maximum amount of money that an individual would be willing to forgo to acquire a specified change. Thus, it is the monetary equivalent of the welfare gain from the change.
Economists generally accept willingness to pay (WTP) as the conceptually correct measure for valuing changes in individuals’ welfare. WTP represents the maximum amount of money that an individual would be willing to forgo to acquire a specified change.
The welfare losses to individual consumers (ORV users) are measured by their loss in consumer surplus. Consumer surplus is measured as the difference between the total costs of a product or activity to the consumer and the total amount the individual would be willing to pay for that activity. Individuals gain consumer surplus if the cost of an activity decreases or the quality increases. Losses in consumer surplus come from the opposite impacts, including increases in the cost of the activity or decreases in the quality. If an individual can no longer participate in their first-choice activity because the cost is too high or access is restricted, the individual loses the entire consumer surplus associated with the trip.
The extent of the welfare loss to an individual depends crucially on the availability of substitute activities. The more substitutes an individual has for the activity, the lower their consumer surplus loss will be if that activity increases in cost or decreases in quality or if access is restricted. If many similar substitutes exist, then the individual can switch to a new activity or location with little impact on their overall utility. What constitutes a substitute varies across individuals based on their preferences, their location, and their income.
[bookmark: _Toc536325224][bookmark: _Toc3876579][bookmark: _Toc3876627][bookmark: _Toc40600534][bookmark: _Toc47492603][bookmark: _Toc55203404][bookmark: _Toc164756374][bookmark: _Toc176754354][bookmark: _Toc435622407]	3.1.2	Identifying Relevant Benefits and Costs
To conduct the benefit-cost analysis, the relevant benefits and costs must be identified. This section discusses two economic concepts that are important for an analysis of the benefits and costs of the proposed ORV regulations: indirectly affected secondary markets and distorted primary markets. Often consumers and producers may be indirectly affected by a policy. For example, regulations restricting ORV use in national parks may lead to decreased demand for ORV rentals or fishing supplies. Whether these indirect, or secondary, impacts should be included in the analysis depends on whether the change in demand or supply in the secondary market results in price changes (for details, see a benefit-cost analysis textbook such as Boardman et al. [1996]). In general when the policy change in the primary market (the market for trips to the Seashore) causes prices to change in the secondary markets (businesses that serve visitors to the Seashore), the net change in social welfare from the secondary market should be included in the benefit-cost analysis. If prices do not change in the secondary market, the revenue gains or losses should not be included in the benefit-cost analysis. Without more detailed information, NPS is unable to predict whether the alternatives for ORV management will change the prices of goods or services purchased by ORV users. Thus, losses or gains to businesses that may be indirectly, but significantly, affected by the alternatives are included in the benefit-cost analysis.
[bookmark: _Toc497558372][bookmark: _Toc497799093][bookmark: _Toc3876580][bookmark: _Toc3876628][bookmark: _Toc40600535][bookmark: _Toc47492604][bookmark: _Toc55203405][bookmark: _Toc164756375][bookmark: _Toc176754355][bookmark: _Toc435622408]	3.2	Results for the Seashore
Based on the approach and possible impacts outlined above, this section presents the results of the benefit-cost analysis for the Seashore. The section discusses the groups most directly affected by the change in regulation and several scenarios for the possible levels of impacts. The benefits and costs accruing to these groups are then presented.
[bookmark: _Toc497558373][bookmark: _Toc497799094][bookmark: _Toc517249765][bookmark: _Toc435622409]	3.2.1	Affected Groups
Table 3‑1 describes the possible welfare impacts of the proposed rule (and DEIS action alternatives) six groups within the population. The groups include:
1. Visitors to the Seashore who want to drive vehicles on the beach or who travel with other visitors who want to drive on the beach.
2. Visitors or potential visitors who want an ORV-free experience on the beach.
3. The general public who may care about the Seashore and the natural environment of the Seashore, even if they do not visit.
4. Local businesses indirectly affected by changes in management of beach driving through changes in visitation patterns.
5. Businesses in other areas that may benefit if Seashore visitors decide to visit other beaches or vacation areas, or may experience a loss in producer surplus if visitors decide to visit the Seashore.
6. NPS, which will incur changes in the cost of managing the Seashore under the final rule.
For each group, Table 3‑1 summarizes possible changes in activity and resulting changes in welfare, whether consumer surplus or producer surplus, that may be generated as a result of the proposed rule. Below the welfare changes are discussed in more detail.
[bookmark: _Toc497558434][bookmark: _Toc497799095][bookmark: _Toc517249766][bookmark: _Toc435622511]Table 3-1. Possible Changes in Welfare by Affected Groups
	Baseline Activity
	Changes in Activity under Proposed Rule
	Change in Welfare

	1. Visitors who want to drive on the beach

	Drive on beach in areas that would be open under proposed rule
	No change
	Consumer surplus decreases if beaches are more crowded when other areas are closed to vehicles

	Drive on beach in areas that would be closed under proposed rule
	Drive on other parts of the Seashore
	Consumer surplus decreases (not first-choice activity)

	Drive on beach in areas that would be closed under proposed rule
	Do not visit the Seashore
	Consumer surplus decreases (not first-choice activity)

	2. Visitors or potential visitors who want an experience without ORVs

	Visit ORV-free areas of the Seashore that would remain unchanged by the proposed rule (i.e., would remain ORV-free) 
	No change
	No change in consumer surplus

	Visit ORV areas of the Seashore that would remain open to ORVs under the proposed rule
	Visitors do not change their activity but may gain more enjoyment from their experience under the increased regulation of ORVs under the proposed rule
	Consumer surplus increases if visitors gain more enjoyment because of provisions of the proposed rule. 

	Visit the Seashore in areas that currently allow vehicles but would be closed to vehicles under the proposed rule
	Visitor do not change their activity but gain more enjoyment from their experience without ORVs
	Consumer surplus increases if visitors prefer no vehicles 


(continued)
Table 3-1. Possible Changes in Welfare by Affected Groups (continued)
	Baseline Activity
	Changes in Activity under Proposed Rule
	Change in Welfare

	Visit the Seashore in areas that would become overcrowded because of the proposed rule.
	Visitors do not change their activity but may experience less enjoyment due to overcrowding
	Consumer surplus decreases if visitors are sufficiently concentrated into ferry landing areas that those areas become overcrowded.

	Currently visit other recreational sites because of current management of beach driving
	Visit Seashore
	Consumer surplus increases (can participate in new activity)

	4. General public (Nonvisitors)

	Do not visit the Seashore. 
	No change.
	Consumer surplus increases if new management benefits the Seashores’ resources that are valued by the general public. 

	5. Local businesses that support visitors

	Conduct business with visitors who want to drive on the beach
	Less business if visitation decreases
	Producer surplus decreases (if visitor spending down)

	Conduct business with visitors who prefer an experience without ORVs
	More business if visitation increases
	Producer surplus increases (if visitor spending up)

	6. Businesses in other locations

	Conduct business with visitors
	More business if visitors to the Seashore decide to visit other beaches. Less business if more visitors are attracted to the Seashore from other areas. 
	Producer surplus increases (if visitor spending up) and decreases (if visitor spending down)

	7. National Park Service

	Use Agency resources for management
	Increase or decrease need for management resources
	Society’s welfare will increase or decrease if resources are redirected from or to higher valued activities



[bookmark: _Toc497558374][bookmark: _Toc497799096][bookmark: _Toc517249767][bookmark: _Toc435622410]	3.2.2	Scenarios
Analysis of the changes in welfare to visitors, businesses, and the general public requires predicting the likely impact of the proposed rule on the baseline scenario. Of course, forecasting the impact of any change in regulation involves a great deal of uncertainty. The actual impacts will depend on how visitors change their visiting and spending patterns, which are also affected by factors unrelated to regulations such as severe weather and the national economy. To incorporate some of this uncertainty into the forecasts, high- and low-impact scenarios were developed.
Ideally, we would forecast visitation in terms of visitor days under baseline and the proposed rule and use the forecast to derive the incremental change in visitation under each scenario. To calculate changes in consumer surplus, the incremental change in visitation for different types of visitors would then be multiplied by the appropriate WTP value to calculate total consumer surplus change.
Likewise, the incremental change in visitation under the proposed rule would be multiplied by average spending for each type of visitor. The resulting estimates of change in revenue would be adjusted to calculate producer surplus.
Unfortunately, a single, comprehensive source of visitation data does not exist for the Seashore to forecast baseline use. Instead, several sources of data were combined to create qualitative and, where possible, quantitative estimates of the incremental impacts of the proposed rule and DEIS action alternatives. The following sources of data were used to develop the scenarios used to estimate the possible range of benefits and costs associated with the proposed rule relative to each baseline.
Official Seashore visitation statistics. NPS keeps official visitation statistics of the number of trips to the Seashore but not the number of visitor days spent at the Seashore. The official visitation statistics include the number of passengers on passenger and vehicle ferries; an estimation of the number of visitors arriving via private boat; the number of visitors at the Maritime Museum, Harkers Island Visitor Center, Keepers Quarters Visitor Center, and Beaufort Visitor Center; and the pneumatic tube traffic counter at the Harkers Island picnic area. Because the proposed rule will directly affect ORV users being transported to the North and South Core Banks, we focus our analysis on the number of vehicles transported to those islands. To estimate the number of visitors and visitor days associated with ORVs and ATVs, we used an estimated average number of passengers per vehicle, approximate number of ferry round-trips per vehicle trip (for vehicles left in long-term parking), and the average number of days spent on the Seashore per trip. A 3-day trip per person was assumed for a lower bound of visitor days, and a 7-day trip per person was assumed for an upper bound estimate of visitor days (Kenney, 2015; DEIS, Table 65, p. 506). 
To gather input for the analysis, interviews were conducted with three vehicle ferry operators who serve visitors using ORVs and the Crystal Coast Tourism Authority (RTI, 2013). The ferry operators were asked about the number of employees and whether they fell under the threshold to be considered a small business ($7 million annual revenue for the Small Business Association threshold). The businesses employed between two and six employees, including the owners, and were all small businesses. Both the ferry operators and the Crystal Coast Tourism Authority respondents were asked for their predictions of business in the future under the proposed regulations.
To estimate the reduction in visitor spending that would result from the proposed rule, the spending profile for visitors camping in the park was used (Stynes, 2011). The camping profile was selected because NPS staff believe that this profile best describes the average spending of ORV visitors to the Seashore.[footnoteRef:4]  [4:  The National Park Service released an updated economic study on the spending effects of National Park visitors (NPS, 2014b).  Although this study provides updates on the spending profile for visitors camping in parks, the spending is not broken down by spending category, which is needed to produce the change in producer surplus for affected businesses. Therefore, we used the visitor spending profile from the Stynes (2011) report. The 2014 report does, however, estimate that spending from this visitor segment has increased 17% overall. ] 

Profit ratios from the Internal Revenue Service (2012) "Corporation Source Book: Data Files 2009-2012."
Additional publically available data including WTP values published in economics literature.
The range of scenarios for the proposed rule relative to the baseline used to calculate the change in producer surplus comes from the direct economic impacts estimated in the DEIS. The impacts are estimates only, based on results from the business survey, official NPS visitation statistics, and other publically available data as described in the DEIS. Because of the limited information available to predict how the proposed rule might impact ORV visitation, we applied a range of estimates as possible scenarios. Following the approach used in the DEIS, we considered a possible reduction in ORV visitation of 10% and 30% (and 100% for Alternative E, which would prohibit ORV use).  In the absence of detailed data, these scenarios were used to estimate a modest (10%), mid-range (30%), and severe (100%) reduction in ORV visitation. These estimates have been used to examine the possible visitation impacts at other Seashores as well, such as Cape Hatteras National Seashore. Following the enactment of ORV regulations in 2010, NPS has seen annual sales of at least 30,000 ORV permits. The number of ORV permits sold in 2015 was 15% higher than 2014 permit sales, providing a good indication that permits are not causing visitation to drop. Therefore, using a 10% and 30% reduction in ORV visitation to estimate impacts is anticipated to be an overestimation of the consumer and producer surplus losses that may occur as a result of the proposed rule. 
To address consumer surplus changes, the data from the visitor statistics to North and South Core Banks were used to qualitatively assess the number of visitors potentially affected by the proposed rule. 
[bookmark: _Toc497558376][bookmark: _Toc497799097][bookmark: _Toc517249768][bookmark: _Toc435622411]	3.2.3	Benefits to Visitors and the General Public
The benefits of the proposed regulation relative to baseline conditions (no-action alternative) accrue to visitors and potential visitors who would enjoy their visit more or consider the beach safer under the changes in vehicle access detailed in the proposed rule relative to the baseline. Under the proposed rule, visitors who want to drive ORVs on the Seashore will be required to obtain an ORV permit, which would require the completion of a short educational program, acknowledgement in writing that the ORV permit holder understands and agrees to abide by the rules governing ORV use at the Seashore, and payment of the applicable permit fee. Permits would be limited to ensure that ORV use does not exceed current levels. Although these restrictions impose a cost on ORV users, non-ORV users and the general public may incur benefits in the form of reduced noise, better resource protection, and assurance that ORV use would not increase above current levels. Visitors who did not historically visit the Seashore because of a lack of stringent ORV regulation may opt to visit the Seashore under the proposed rule. Nonusers may benefit from the knowledge that Seashore resources will be better protected than they were at baseline.
Based on the analysis in the DEIS, visitors who want an ORV-free experience would experience increases in welfare from all the action alternatives (in addition to the proposed rule) relative to the baseline, in part because the action alternatives and proposed rule establish additional year-round and seasonal areas and times that do not allow ORVs. Relative to the baseline, Alternative E provides the most ORV-free areas because the Seashore would prohibit all public ORV use. However, as much of the Seashore is only accessible via ORV unless visitors have access via private boat, most visitors preferring an ORV-free experience may be limited to areas of the Seashore that are within reasonable walking distance of a ferry landing. This could potentially lead to overcrowding of those areas and potential adverse impacts on visitors seeking solitude at the Seashore (see Section 3.2.4 below on costs to visitors). 
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]The data to estimate monetary measures of the benefits to visitors and the general public do not exist currently. Many economic studies estimate the value of a beach day and the effect of crowding on beach-day values, but none that we know of that distinguish visitors’ WTP for beach experiences with and without ORVs.
[bookmark: _Toc497558375][bookmark: _Toc497799098][bookmark: _Toc517249769]Table 3‑2 provides a summary of some studies that estimate WTP for a day at the beach. These studies provide a sense of the range of consumer surplus values associated with a trip to the beach. Parsons and Massey (2003), in a study of beach day values for ocean beaches from Delaware to Assateague Island, VA, found that beaches in national, state, or local parks were valued more highly. They note that most surf fishing takes place in Seashore beaches, and the value of surf fishing may be contributing to the higher value of Seashore beaches.
[bookmark: _Toc435622512]Table 3-2. Estimates of WTP for a Beach Day
	Study
	Location
	WTP per Day Trip
	WTP per Overnight Trip

	Bin et al. (2005) (2003 dollars)
	Seven beaches, including Cape Lookout National Seashore
	Mean per person per day value for day trip to Seashore: $69.18
95% confidence interval: ($40.42 to $221.29) 
	Mean per person per day value for overnight trips to Seashore: $19.89
95% confidence interval: ($11.56 to $65.20)

	Parsons and Massey (2003)
	Beaches from Delaware to Assateague Island, VA
	
	Per person per trip loss from beach closure: $5.27 to $0


Members of the public who do not visit the Seashore may still place a value on the additional protection provided to the natural environment under the proposed rule (referred to as nonuse or existence value, and called preservation value in the DEIS). The proposed rule would increase protection for the Seashore’s resources, including federally and state-listed species. This additional protection would be valued by individuals who care about natural resources but who may never visit the Seashore to observe the resources in person. Studies have been conducted to estimate the public’s WTP to protect threatened and endangered species. These studies estimate the WTP by the general public for improvements in the probability that a species will survive (not become extinct) or for increases in the population of a species. Whitehead (1993) estimated an option price of $10.98 (1993 dollars; $18.08 in 2015) per household per year for a hypothetical fund to help preserve loggerhead sea turtles in North Carolina and $14.74 (1993 dollars; $24.27 in 2015) per household per year for a nongame wildlife preservation program for state threatened or endangered species. Although these values per household are relatively small, the number of affected households is large (the Whitehead study surveyed North Carolina households), so the aggregate benefits to nonusers who nevertheless value the Seashore’s resources could be quite large, potentially exceeding welfare gains and losses of Seashore visitors and affected businesses.
Compared with the baseline, the proposed rule, in addition to the action alternatives defined in the DEIS, could all result in long-term beneficial impacts to protected species, and thus preservation values. Limiting (or in the case of Alternative E, prohibiting) the use of ORVs on the Seashore, including restricting the number of permits available, requiring operator education certification, and imposing night driving restrictions could all aid in mitigating the adverse impacts of ORV use on habitats and protected species.
[bookmark: _Toc435622412]	3.2.4	Benefits to Businesses
The benefits to businesses from the proposed rule are all indirect. The proposed rule does not regulate businesses but rather regulates visitor access to and use of the Seashore. As discussed in Section 3.1.2, secondary impacts are included in benefit-cost analysis if the impacts are large enough to change prices in the secondary market. Without further information on possible changes in prices, NPS chose to include the impacts.
The proposed rule may change the number of visitors, the type of visitors, or the spending pattern of visitors relative to the baseline. Some businesses may benefit from these changes if they serve visitors who prefer the proposed rule and visit the Seashore when they otherwise would not have. 
A benefit-cost analysis looks at societal welfare changes not just local changes. If visitors who decide not to visit the Seashore under the proposed rule make a trip to another beach or engage in an alternative leisure activity in another location, the gains in producer surplus to businesses in the other locations should be included in the benefit-cost calculation. Without additional information on the actions of visitors who decide not to visit the Seashore under the proposed rule, NPS cannot estimate the potential increases in producer surpluses to businesses in other locations. This analysis therefore focuses on impacts within the ROI, defined as Carteret County, North Carolina.
[bookmark: _Toc435622413]	3.2.5	Costs to Visitors
Visitors who drive ORVs on the beach or who travel with groups who drive ORVs on the beach may experience a loss of welfare from the proposed rule in comparison to the baseline. The proposed rule regulates driving by location on the beach, the time of day, and the time of year. ORV visitors may find that they cannot drive on the part of the beach that they want to during the time they prefer.
These visitors could suffer welfare losses if they are unable to visit the part of the beach they prefer. These visitors may shift to other parts of the Seashore or they may decide not to visit. If the areas that are open become more crowded as a result of the proposed rule, this could also cause welfare losses.
Based on data from ferry owners on vehicle trips, approximately 5,500 vehicle trips are made to the Seashore each year, representing over 20,000 ORV passenger round-trips annually. All of these passengers associated with ORV use on the Seashore could potentially be impacted by the proposed rule provisions that may restrict their vehicle-related activities on the Seashore. According to the assumptions made in the DEIS (NPS, 2014a; Table 65, p. 506), ORV visitors spend approximately 68,000 days (lower bound based on a 3-day trip per person) to 160,000 days (upper bound based on a 7-day trip per person) at the Seashore. Therefore, a 10% reduction in visitation could result in a decline of up to 6,000 to 16,000 visitor days at the Seashore, and a 30% reduction could lead to a decline of up to 20,000 to 48,000 visitor days. According to Bin et al. (2005), the consumer surplus for a multiday trip to the beach is between $14.95 and $84.32 per person per day (2015 dollars). Therefore, a reduction in visitation between 10% and 30% could result in large consumer surplus losses as a result of the proposed rule.
The proposed rule could also lead to a loss in consumer surplus from non-ORV users. As much of the Seashore is only accessible via ORV unless visitors have access via private boat, most visitors preferring an ORV-free experience may be limited to areas of the Seashore that are within reasonable walking distance of a ferry landing. This could potentially lead to overcrowding of those areas and potential adverse impacts on visitors seeking solitude at the Seashore.
[bookmark: _Toc435622414]	3.2.6	Costs to Businesses
The costs to businesses from the proposed rule are all indirect. The rule does not regulate the businesses but rather visitor access to and use of the Seashore. As discussed in Section 3.1.2, according to economic theory secondary impacts are included in benefit-cost analysis if the impacts are large enough to change prices in the secondary market. Without further information on possible changes in prices, NPS chose to include the impacts.
We approximate the change in producer surplus as the change in profits received by businesses resulting from the estimated changes in revenue. As discussed in more detail in the DEIS (NPS, 2014a), the range of direct revenue impacts was estimated based on projected reductions in ORV visitor days under each scenario, coupled with the NPS campground visitor spending profile from the NPS report Economic Benefits to Local Communities from National Park Visitation and Payroll, 2010 

(Stynes, 2011).[footnoteRef:5] We estimated the change in producer surplus using industry-specific profit ratios in 2012 (IRS, 2012) applied to our estimates of the change in revenue due to the proposed rule (and Alternative E from the DEIS). [5:  Note that the NPS report, 2014 National Park Visitor Spending Effects (NPS, 2014b) reports a value for NPS campground visitor spending that is 17% higher than the 2010 value, after adjusting the 2010 value for inflation. Thus, the visitor spending impacts and revenue reduction could potentially be greater than estimated here. As stated earlier, it was not possible to use the 2014 report because spending was not provided by individual spending category, necessary to calculate the change in producer surplus by sector. ] 

Table 3‑3 presents the estimated change in producer surplus associated with a 10% decline in ORV visitation. Low and high impacts are estimated based on a 3-day and 7-day average trip length. Although there are important differences between the proposed rule and draft alternatives, the existing data are not detailed enough to justify different ranges for each alternative; instead, we estimate the overall impacts that could result in a reduction in ORV visitation of 10% and 30% (and 100% for Alternative E) relative to current visitation rates. 
Tables 3-4 and 3-5 present the estimated change in producer surplus associated with a 30% and 100% decline in ORV visitation respectively. As can be seen, the largest revenue impacts are projected to occur in the “Other Accommodation” and “Gasoline Stations” sectors. Given that these sectors are more heavily reliant on ORV visitors than non-ORV visitors, these impacts are to be anticipated. Although the largest revenue impacts are projected to occur in these sectors, the largest producer surplus loss is projected to occur in the “Other Accommodation,” “Food Services,” and “Drinking Places and Amusement Industries” sectors due to the higher profit ratio applied.
The proposed rule may therefore result in higher losses to businesses than the baseline scenario. These impacts may be greater on businesses solely reliant on ORV users, such as the vehicle ferry operators (included in the “Other Transportation and Support Activities” sector). Almost all of the businesses serving the Seashore are small. Small businesses would have a harder time absorbing revenue losses and there may be individual businesses that experience greater adverse impacts under the proposed rule. 
[bookmark: _GoBack]Conversely, businesses that cater to non-ORV visitors may experience positive impacts if more non-ORV visitors are attracted to the Seashore, if they stay longer, or if they spend more while they are there.
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[bookmark: _Toc435622513]Table 3-3. Estimated Change in Producer Surplus from 10% Decline in ORV Visitation (in thousands of dollars)
	Description
	IMPLAN Code
	Corporate Table Template Code
	Change in Revenue
	Profit Ratios
	Change in Producer Surplus

	
	
	
	Low
	High
	
	Low
	High

	Hotels, Motels, including Casino Hotels
	411
	721
	−$2.98
	−$6.95
	6.35%
	−$0.19
	−$0.44

	Other Accommodation
	412
	721
	−$64.91
	−$151.46
	6.35%
	−$4.12
	−$9.61

	Food Services and Drinking Places
	413
	722
	−$49.73
	−$116.04
	5.79%
	−$2.88
	−$6.72

	Amusement, Gambling, and Recreation Industries
	410
	713
	−$35.85
	−$83.64
	6.77%
	−$2.43
	−$5.66

	Food, Beverage and Liquor Stores
	324
	445
	−$58.56
	−$136.64
	2.28%
	−$1.33
	−$3.11

	Gasoline Stations 
	326
	447
	−$88.23
	−$205.88
	0.89%
	−$0.79
	−$1.84

	Other Transportation and Support Activities
	338
	487
	−$95.39
	−$116.53
	4.21%
	−$4.02
	−$4.91

	Miscellaneous Store Retailers
	330
	453
	−$47.61
	−$111.10
	4.02%
	−$1.91
	−$4.46

	Total
	
	
	−$443.26
	−$928.23
	
	−$17.67
	−$36.75


Source: Impacts based on DEIS (NPS, 2014a) Table ES-2. ENVIRONMENTAL IMPACT SUMMARY and impact summaries in Chapter 4 and Internal Revenue Service, U.S. Department of Treasury. 2012.
Note: Profit ratios based on 2009–2012 average.
[bookmark: _Toc435622514]
Table 3-4. Estimated Change in Producer Surplus from 30% Decline in ORV Visitation (in thousands of dollars)
	 
	IMPLAN Code
	Corporate Table Template Code
	Change in Revenue
	Profit Ratios
	Change in Producer Surplus

	Description
	
	
	Low
	High
	
	Low
	High

	Hotels, Motels, including Casino Hotels
	411
	721
	−$8.93
	−$20.85
	6.35%
	−$0.57
	−$1.32

	Other Accommodation
	412
	721
	−$194.73
	−$454.37
	6.35%
	−$12.36
	−$28.84

	Food Services and Drinking Places
	413
	722
	−$149.20
	−$348.12
	5.79%
	−$8.64
	−$20.15

	Amusement, Gambling, and Recreation Industries
	410
	713
	−$107.54
	−$250.92
	6.77%
	−$7.28
	−$16.99

	Food, Beverage and Liquor Stores
	324
	445
	−$175.68
	−$409.91
	2.28%
	−$4.00
	−$9.34

	Gasoline Stations 
	326
	447
	−$264.70
	−$617.63
	0.89%
	−$2.36
	−$5.51

	Other Transportation and Support Activities
	338
	487
	−$286.16
	−$349.60
	4.21%
	−$12.06
	−$14.73

	Miscellaneous Store Retailers
	330
	453
	−$142.84
	−$333.30
	4.02%
	−$5.74
	−$13.38

	Total
	
	
	−$1,329.77
	−$2,784.70
	
	−$53.00
	−$110.26


Source: Impacts based on DEIS (NPS, 2014a) Table ES-2. ENVIRONMENTAL IMPACT SUMMARY and impact summaries in Chapter 4 and Internal Revenue Service, U.S. Department of Treasury. 2012.
Note: Profit ratios based on 2009–2012 average.
[bookmark: _Toc435622515]
Table 3-5. Estimated Change in Producer Surplus from 100% decline in ORV visitation (in thousands of dollars): Losses if ORVs Were Banned from the Seashore
	 
	IMPLAN Code
	Corporate Table Template Code
	Change in Revenue
	Profit Ratios
	Change in Producer Surplus

	Description
	
	
	Low
	High
	
	Low
	High

	Hotels, Motels, including Casino Hotels
	411
	721
	−$29.78
	−$69.49
	6.35%
	−$1.89
	−$4.41

	Other Accommodation
	412
	721
	−$649.10
	−$1,514.56
	6.35%
	−$41.19
	−$96.12

	Food Services and Drinking Places
	413
	722
	−$497.32
	−$1,160.41
	5.79%
	−$28.79
	−$67.18

	Amusement, Gambling, and Recreation Industries
	410
	713
	−$358.46
	−$836.40
	6.77%
	−$24.27
	−$56.63

	Food, Beverage and Liquor Stores
	324
	445
	−$585.59
	−$1,366.37
	2.28%
	−$13.35
	−$31.14

	Gasoline Stations 
	326
	447
	−$882.33
	−$2,058.76
	0.89%
	−$7.87
	−$18.35

	Other Transportation and Support Activities
	338
	487
	−$953.86
	−$1,165.32
	4.21%
	−$40.18
	−$49.09

	Miscellaneous Store Retailers
	330
	453
	−$476.15
	−$1,111.01
	4.02%
	−$19.12
	−$44.62

	Total
	 
	 
	−$4,432.58
	−$9,282.33
	
	−$176.66
	−$367.53


Source: Impacts based on DEIS (NPS, 2014a) Table ES-2. ENVIRONMENTAL IMPACT SUMMARY and impact summaries in Chapter 4 and Internal Revenue Service, U.S. Department of Treasury. 2012.
Note: Profit ratios based on 2009–2012 average.
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[bookmark: _Toc435622415]	3.2.7	Costs to NPS
The proposed rule would also change the cost of managing the Seashore. Table 3‑6 provides estimates of the cost to the Seashore of the proposed rule relative to baseline (NPS, 2014a). The baseline cost for NPS is $486,500 (NPS, 2014a). The proposed rule is more expensive to manage than the baseline, estimated to cost $941,000 annually, an increase of $454,000 relative to baseline. In addition, NPS would incur a one-time, first-year cost of $190,000 to cover the heavy equipment needed to maintain the back route and expand facilities at the Harkers Island headquarters area.
[bookmark: _Toc435622516]Table 3-6. Incremental Costs to NPS of the Proposed Rule Relative to Baseline
	Regulation
	Total Annual Cost
	Incremental Cost Relative to Baseline

	Baseline
	$486,500
	—

	Proposed Rulea
	$941,000
	$454,500


a NPS would also incur a one-time, first-year cost of $190,000 to cover the heavy equipment needed to maintain the back route and expand facilities at the Harkers Island headquarters area.
NOTE: Impacts based on DEIS (NPS, 2014a) Table ES-2. ENVIRONMENTAL IMPACT SUMMARY and impact summaries in Chapter 4.
[bookmark: _Toc435622416]	3.3	Summary
The proposed rule would impose new restrictions for ORV use in the Seashore and could generate both benefits and costs to society overall. Table 3‑7 provides a comparison of the benefits of the proposed rule relative to baseline for the different categories of benefits and costs. Calculating quantitative estimates of net benefits is not possible for most of the categories evaluated for this study. For each category, qualitative and quantitative information was combined to provide an assessment of the proposed rule’s net benefits.
The slow recovery from an unusually severe economic recession and severe weather events, along with the more usual uncertainty forecasting visitation changes, render quantitative estimates by themselves less useful. The report provides quantitative ranges for the possible impacts on business revenue. The ranges are large, in part, because of the potential under the proposed rule and any of the alternatives for large year-to-year differences caused by differences in nesting patterns and the weather. In a year with many nests and long-lasting beach closures, some of the alternatives may result in similar impacts during the spring, summer, and fall. Furthermore, while the proposed rule may generate welfare gains and losses to businesses and the general public outside of the Outer Banks, these changes in welfare cannot be calculated.
[bookmark: _Toc435622517]Table 3-7. Qualitative Ranking of Action Alternatives Relative to No-Action Alternative for Benefit and Cost Categories from Highest to Lowest
	
	Baseline
	Proposed Rule

	Benefits to visitors who want ORV-free experience
	Lower
	Higher

	Benefits to members of the general public with value for the Seashore’s natural resources 
	Lower
	Higher

	Benefits to businesses who serve visitors who want ORV-free experience
	Lower
	Higher

	Benefits to businesses in other areas outside the Seashore that serve ORV visitors
	Lower
	Higher

	Benefits to visitors who want ORV experience
	Higher
	Lower

	Benefits to businesses who serve visitors who want ORV experience
	Higher
	Lower

	Costs to the National Park Service
	Lower cost
	Higher cost



The business impacts may fall most heavily on small businesses whose services are directly associated with ORVs, such as the vehicle ferry operators. Even if the overall impacts on the Carteret County ROI as a whole turn out to be smaller than anticipated, some individual businesses that depend on ORV visitors could experience more adverse impacts than the county as a whole.
On the one hand, visitors who prefer an experience with ORVs could experience some loss in welfare because of the restrictions associated with the proposed rule and the costs associated with acquiring a permit for each ORV they wish to bring to the Seashore. On the other hand, visitors who prefer an experience without ORVs (or with fewer interactions with ORVs) could experience welfare gains. In addition, a potentially large number of households throughout the United States could potentially experience welfare gains because of the increased protection of the Seashore’s environmental resources and federally and state-listed species. On balance, NPS believes that the benefits of the proposed rule would exceed the costs, if all could be quantified.
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Regulations potentially affect the economic welfare of all businesses, organizations, or governmental jurisdictions, large and small. However, because small entities may have special problems in complying with such regulations, the Regulatory Flexibility Act of 1980, as amended in 1996 (RFA), requires special consideration be given to these entities during the regulatory process.
To fulfill these requirements, agencies perform a review to determine whether a proposed or final rule will have a significant economic impact on a substantial number of small entities. This section identifies the small entities potentially affected by the Cape Lookout National Seashore proposed ORV rule (revised Alternative C) and certifies that no small businesses are directly impacted by the rule.
[bookmark: _Toc435622419]	4.1	Identifying Small Entities
The RFA applies to a wide range of small entities, including small businesses, small not-for-profit organizations, and small governmental jurisdictions. The Small Business Administration (SBA) has developed size standards to carry out the purposes of the Small Business Act and those size standards can be found in 13 C.F.R., section 121.201. Section 601(5) of the RFA defines small governmental jurisdictions as governments of cities, counties, towns, townships, villages, school districts, or special districts with a population of less than 50,000. In 2013, Carteret County contained 818 establishments in affected industries, including the following sectors:
Accommodation and food services;
Arts, entertainment, and recreation;
Real estate and rental and leasing;
Transportation and warehousing;
Retail trade; and
Agriculture, forestry, fishing and hunting.
Of these establishments, 707 have 20 or fewer employees, and all but 6 have fewer than 100 employees (U.S. Census Bureau, 2015). Assuming that these establishments are stand-alone companies, almost all would qualify as small entities under SBA size standards. Similarly, ferry operators interviewed stated that their revenues fell below the $7 million SBA standard for small businesses in their industry and that they would therefore qualify as small businesses. Thus, there are small entities within the ROI that would potentially be indirectly affected by the proposed rule.
NPS found no small entities that would potentially be directly affected by the rule. The proposed rule does not directly regulate any small entities within the meaning of the RFA. The proposed rule regulates ORV access to the beaches in the Seashore by visitors. Visitors would be required to obtain an ORV permit to access the ORV routes and trails designated by the rule. Businesses would not be required to obtain an ORV permit to use the designated ORV routes and trails while conducting their business. Businesses currently operate under Commercial Use Authorizations allowing them to operate in the Seashore. This system would continue unchanged. Because some visitors may change their visitation patterns based on the proposed rule, the proposed rule could indirectly affect businesses that cater to Seashore visitors. NPS has evaluated these indirect impacts; however, the RFA does not require agencies to analyze the indirect effects of rules on small entities, absent direct effects on them, in a regulatory flexibility analysis. NPS would continue to regulate the actions of businesses that use the Seashore through Commercial Use Authorizations issued to businesses, NPS would not regulate the actions of these entities through the proposed rule.
[bookmark: _Toc435622420]	4.2	Certification
NPS finds that the proposed rule will not have a significant impact on a substantial number of small entities. No entities, small or large, would be directly regulated by the proposed rule. According to the RFA and subsequent court decisions, NPS must assess the impacts on directly regulated entities but is not required to analyze in a regulatory flexibility analysis the indirect effects on small entities resulting from rules (see Small Business Administration [2015] for a discussion of indirect versus direct impacts).
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