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Chapter 17: Public policy, pollution, and resource conservation

A GLOBAL PROBLEM

Technological change and rising productivity have multiplied the earth’s carrying capacity (its ability to house a growing population).  Many wonder whether it can continue to sustain so vast a population without a decrease in consumption.

The chapter starts with an analysis of threats and then turns to the agencies and public policies that have evolved to combat these problems.  It will show that, as usual, it is much easier to identify the need for government intervention than to specify how it should intervene.

THREATS TO THE PHYSICAL ENVIRONMENT

Pollution: the undesirable contamination of nature by the manufacture or use of commodities.

· Air, water, and soil pollution can have point sources (a pipe, stack, or other distinct place of origin) or nonpoint sources (like chemical runoff from farms and roads)

· Some pollutants are biodegradable.  They break down into harmless substances and are reabsorbed into the natural environment.

· Some undesirable byproducts of human activity can be recycled.

· Not all pollutants threaten people with disease some such as wind mills simply unpleasing, e.g. visual or noise pollution.

· Frequently the victims of pollution are also not human.

Resource depletion:  using up of the earth’s natural wealth.  Some resources are renewable (e.g. forests) but nature’s restorative powers cannot work if people are impatient, if they do not leave the resource alone.

Since the quadrupling of oil prices in the mid 70s, Americans have been intermittently uneasy and complacent about their dependence on fossil fuel.  Now we are going one of those uneasy cycles and oil prices are once again breaking price records.

There has been much progress regarding alternative forms of energy but frequently the most promising replacements create environmental problems of their own, e.g. nuclear power.
The United States, however, is really up to the standards (and in many situations) ahead of other countries regarding their protection of wild habitats, endangered species, and codes regarding protection of the natural environment.

TRAGEDY OF THE COMMONS

The ruin of our natural surrounding can be seen as a result of market failure.  It happens not because business or consumers like polluting but because businesses and consumers are misled by economic incentives.  In a market, resources are allocated by prices.  Pollution has social cost, a clean environment social value that is not reflected in the price of things.
One reason the market discounts these resources is that the physical environment is a common property resource.  Note that these resources are a “common good” and not a “public good” because unlike public goods common goods do dissipate with usage.

Another problem with common goods is that they cannot be easily reduced to private ownership:  When something belongs to no one in particular, no one in particular has the responsibility to care for it.  The result is that a common good is never as well protected as a private good.  The phrase often use to describe this bind is the tragedy of the commons.

ENVIRONMENTAL ETHICS

Regarding consuming, appealing to people’s ethical sense and feeling of community sometimes can preclude the tragedy of the commons and encourage the thrifty use of common property resources.
Regarding investment, we discussed social investment in Chapter 11.  Specialize mutual funds exist today that buy shares only in “green” companies.  Together with several environmental groups like the Sierra Club and the National Wildlife Federation, these investors formed a Coalition for Environmental Responsible Economics (CERES) in 1989.  They wrote a statement called the Valdez Principles (named after the gargantuan Exxon oil spill in Alaska).
Regarding the location of polluting industries or repositories of waste most people follow what is known as the “Not in My Backyard” (NIMBY) philosophy.  This means that, frequently, this sort of facilities finished being located on poorer areas or areas where people has less information or is unwilling or unable to organize.

GOVERNMENT INTERVENTION

The state sets up rules about how to conserve common property resources and tries, imperfectly, to make people use these resources in their best interest.

The costs and benefits of environmental protection:  Governments may have as much trouble as the market does finding a socially efficient degree of pollution.  During the 1970s, for instance, the paper industry reduced about 95 percent of its pollutants for $3 billion.  The next 3 percent of pollutants was expected to cost the industry $4.8 billion.  Is it worth the money to squeeze out the last traces of pollution?  Is government policy the best way to strike this cost – benefit balance?
Coordinating political strategies:  To defend themselves against regulations from government to protect the environment, the nation’s dirtier industries have attempted to orchestrate a “brownlash” against the environmental movement.  Timber, mining, and chemical companies have funded “Wise up” groups, dedicated to attacking the environmental movement and promoting looser rules on resources exploitation.

PUBLIC POLICY TOWARD NATURE

In the nineteenth century, science identified the link between filth and disease, and concerned citizens began to demand pollution control to safeguard the public health.

Modern environmental regulation in the United States dates mostly from the 1970s.  Rachel Carson’s book, The Silent Spring (1962) had warned many Americans about the pesticide hazard for the first time, and roused them to other ecological hazards, too.  Rising income and changing taste also piqued interest in the outdoors, and the environmental movement was spawned. 
POLITICAL CLASHES

As the Iron Law of Public Policy suggests, all government actions create an arena for political conflict.  Environmental policy is no exception.  For example, …

· Green activists have used the Endangered Species Act to fight the logging industry.
· Established companies in slow-growing industries may push for tighter environmental rules, knowing these will affect new entrants more.

GOVERNMENT INSTITUIONS NATIONAL ENVIRONMENTAL AGENCIES

The most important of the national environmental agencies is the Environmental Protection Agency (EPA).  Create in 1970 it is an independent agency in the executive branch.  It sets standards, enforces compliance, and does research in air, water, solid waste, toxic substance, radiation, and noise.
Much environmental policy in the United States is made and enforced by state or local authorities.

The courts are also used to control pollution through the common-law tradition of suing for damages (Tort system).

People also turn to the courts, and to direct political action, to stop projects that threaten the environment before any damage can occur.

ENVIRONMENTAL PROTECTION OVERSEAS (not covered in class)
DIRECT CONTROL VERSUS INCENTIVES

The EPA mainly uses direct controls, not indirect economic incentives, to curtail pollution.  The statutory language for the EPA Act was designed to be specific to combat the weak, highly discretionary model of most independent regulatory agencies.  Because it was written so specifically, there is less a pattern of “agency capture” [by industry] than is found in other policy areas.  But this has created a new problem of unrealistic regulations, leading to delays and special treatment of different companies and localities.

Pollution taxes and credits

Many economists think that instead of direct regulation the government should use a pollution tax (or tax subsidy).  It can charge businesses for the units of pollution it discharges (or give a tax write-off for pollution it stops), setting the fees (or the awards) high enough to encourage firms to reduce emissions.
A public policy that works on the same principle is to issue pollution credits that companies can buy or sell.  While a pollution tax sets the price companies must pay to pollute, a permit system sets the quantity of pollution allowed and lets the market establish the price of pollution rights.

Trading in sulfur dioxide rights is active.  The big buyers and sellers are power companies, but green lobbyists can raise cash to buy pollution permits and then sit on them.
The Kyoto Protocol signed by 178 countries and rejected by President Bush would create a similar country-to-country emissions trading program for carbon dioxide.















