RE-THINKING GREEN: AL TERNATIVES TO ENVIRONMENTAL
BUREAUCRACY. EDITED BY ROBERT HIGGS AND CARL P.
CLOSE. OAKLAND, CALIF.: THE INDEPENDENT INSTITUTE,
2005,

tnce the early 1970s, environmental threats have become an important issue in
most developed countries. These threats have attracted the attention of the gen-
eral public due 10 alarming studies such as Donella Meadow’s Limits to Growth,
Rachel Carson’s Silem Spring, and large catastrophes, such as the sinking of the oil
tanker Exxon Valdez. Problems such as resource exploitation, species extinetion, and
various forms ol pollution have also pushed environmental issues to the forefront ol
the international political scene. Consequently, interventionist environmental policy
has been supporied by the army of conservation movements, with the assistance of
representatives ol environmental economics, and the arguments of so-called ecologi-
cal economists. !
As a result, American and European Union citizens and businesses now face an
enormous number of environmental regulations on water, air, biodiversity, waste,
land, forests, etc. and this seems to be only a beginning, According to reports from

'Due to the confusion of terms in this area, | suggest the following characterization of
particular groups that try to distinguish themselves from each other.

Conservationism (or environmentalism), social and philosophical movements related
to protection of the natural environment represented by various nongovernmental groups
lobbying for nature conservation.

Ecological economics, founded in the 1980s, described as science that

integrates elements of economics, ccology, thermodynamics, ethics. and
a range of other natural and social sciences (o provide an integrated and
biophysical perspective on l’-?llVil‘{)l'l111(',’!1[-(’.(,‘01'[011‘1}’ interactions, aimed at
contributing to structural solutions to environmental problems. The core
of ecological economics can he associated with the goal of sustainable
development, interpreted as both intra- and intergenerational equity:
(Bergh 2000, p. 5)

Environmental economics, established in the 1960s-80s, following the neoclassical
tradition of welfare cconomics—e.g., externality theory (based on Arthur C. Pigou), theory
of public goods, etc. Over the past 20 years, it has been strongly influenced by environ-
mental (ecological) ethics.
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international organizations,? natural resources are siill being exploited and biodiver-
sity 1s stll decreasing. Besides the war against terrorism, solving the environmenial
crisis remains the second higgest challenpe in our global world. Therelore, in the near
future even more action has o be taken by the governments,

Re-Thinking Green: Alicrnatives 1o Eovironmenial Burcaucracy is an excellen

bool of easy-reading essays dealing with environmental policy from the perspective of

“free-market environmentalism” which combines ideas of public choice theory and
Austrian cconomics.? Authors, including Roy Cordare and Bruce Yandle, critically
review the past 30 years of enviconmental repulation with the focus on its tools as well
as its doubtful resulis. Not sarprisingly, most of these evaluations do not en up very
complimentary to curvent environmental policy. The cconomic argumenis and cipir-
ical observations presented in the hool remove the readers’ “rose-colored glasses”
regarding government action and loree them 1o think about aliernative solutions. As
Robert Higgs states in the introduction:

Like the consumer who discovers that sansages are less appetizing alter he or
she sees how they are nude, students of public chioice Tearn tha palitical
processes—even revered democratic ones—olien vesult in outeomes Gae difleren
lrom those deseribed in high school civies classes. (p. 2)

The main goal of this book is 1o help reconsider our (olten idealistic) view on sov-
ernment regulation in the field of environmental protection, bul most of the critigques
are not [ollowed by possible alternatives 1o the government regulation. In some essayy
we lind calls lor the re-establishment of property rights and respect for individual

3

olten remain unanswered. The reader
gets the clear impression that something is wrong, but little derail reparding alterna-
tive approaches. To help [ill this gap | would therelore recommend some of the work
done on this topic by Austrian economists and the collection Economics and the
Environment {1997} edited by Walter Blocle®

freedom,? but the questions of “why” and “how’

ENVIRONMENTAL POLICY 1N GENFRAL

The roots ol current environmental policy lic in ideas of the conservationist move
ment, which has been calling lor government action to proteci nature and proclaim
ing the unsustainability of existing capitalistic cconomies. Over the past lew decades,
thase ideas were developed into more sophisticated and (on first impression) more
ceonomically sound arguments within the so-called ecological econoniies. By using
ceonomic vocabulary and neglecting economic principles (e.p., the absence of value
judgments, man's rationality, acceptance of a trade-oll between production and natuie

S Agenda 21, United Nations,

Free-market environmentalism is defined as “an ideology thai argues the [ree markes
i the best ool o preserve the health and sustainability ol the environment. This is in
sharp contrast 1o the most common modern approach of looking to povernment inter
vention 1o help prevent excessive destruction of 1he environment,” www.wikipedia.org
AwikifFree markel_envirommentatisin. For more details see Anderson {2001

Mostly with crosseferences 1o Terey Anderson, and less 1o Ludwig von Mises, Mu-
vy Rothbard, and Hans-Hermann Hoppe,
g, Cordato (2005), Andersan (2001), and Hoppe (2004,
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protection), ecological economists distinguish themselves from both conse
and envirommental economists, and have had a regrettably substamtial influence on
the latter group over the past 20 years.
Jacqueline Kasun's essay “Doomsday
"deseribes the worl ol two important representatives of ecological

very Day: suastainable Economics, Sus-
tainable Tyranny'
cconomics, Herman Daly and Steven C. Hackett, Kasun brilliantly poinis oun the con-
clopment ol socicty and the “lamily plan

nection between calls Tor sustainable de
ning” contained in the writings ol those scientisis:

Daly, an cconomist, ficst came o national anenton during the 19705 when the

Juint Eeonomic Commitiee ol Congress pubilished his plan for ceducing birihs

by govermment licensing, As in China, the povernment would issue the Heenses

in the restricted nnber

cojsie for '.tL'lIi“\-‘]l];l, ils prapudation w o per-

sons atenpling we give hivth without licenses would be punished. Unlile the
Chinese system, the licenses conld he bought or sold, as o the madern

i +3)

schemes lor conissions contral, {Daly 1976; quoted Trom Kasan's art
All this in the name of the sustainable target that

population muse be stabilized at o level consistent with the capacity ol the

carth o support it inhabicants, whaevee that capacity might be, (President’s
Conneil 1995, pp. 44)

Although most people agree with the ideal of sustiinable development (covertly
linked to the maintenance of nature inoa pristive stae), hacdly anybody e magioe
the ultimaie consequences ol the adaption ol methods consistent with achieving il

1

The loss of the [reedom regarding the right 1o decide how many children 1o have is
vivid example of what is involved.

Feological cconomists usually do not waste mweeh time with economic arguments
or even question why we should reach conditinns ol sustainable development. They
simply lind current social systems (based o a large extent on voluntary trade and pri-

ol

vie ownership) as inherently destructive and call lor relorms driven by ides
Rousseauw’s property rights schemest and cooperative decision making (p. 520, The
means o reach the goals set by these seientisis is govertmnent coercion through which
they can force the masses o adopt their “sustainable”™ values (usually in the name ol
saving us [rom ecological crisis). As brilliantly summarized into one sentence by
Kasun: “In plain English, we ave 1o treal nightmarish visions ol the fadistant fuure

il they were present reality. Stop arguing, ICs i emergency. Do as WE say, now™ (p.
74,

Kasun also brielly touches the heart ol ecological economics, with its ethical judg
ment ol “how the world should lool.” This topic is further developed in the article by
Robert Nelson: “Does ‘Existence Value' Exist? Fnvironmental Feonomics Fneroaches on
Religion.” Here the book shows that there
ol “ecological™ or “environmental™ ethics? —¢.g., Bentham's uolitarianism (Kasun}, the
religions tradition (Nelson), and the Malthusian theory of stagllation (Pearce and
Turner 1990}, but there are no disputes among ccological cconomists about the el

i philosophical dispute over the real source

that human values expressed in voluntary exchange hive o be corrected. The data lor

SAccording Lo Rousseau, private property “alicnates people from natuee . fand | leads
to tnequality L and wars” (as quoted in Hackeo 1998, p. 523

MMore on this issue i Pojman (20007,
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such a correction have o be produced by experts (ecological economists) who are
able 1o determine the balance between ecosystems and human beings with ¢ spect Lo
the needs of both. These ethical judgments sicongly distinguish ccological economics
from the science ol economies and it should not be surprising that the interpretation
ol cconomic principles within ecological economics is misleading (and ofien WEOTI ).

Another interesting essay called “Market-Based Environmentalism and the Free
Market: They're Not the Same” was weitten by Roy Cordato (19977, His main idea was
to clearly distinguish between marker-based instruments of the current enviranmen-
tal policy (e.g., taxes, emission trading permits ete.) and the ree-markel approach o
environiental problems. In Cordato’s words:

Yoi despite widespread rejection of outcight socialism and command-and con

trol policies, there s licde appreciation of truly Tree markets and the ontcomes
they are likely 0 gene

Policy makers do not value market exchange
beeause icmisdmizes lihevty and personal satslaction of wants, Instead, pol
icy malwrs value the macker beeawse 1hey

e manipulate o produce o cen-
trally planned outcome. This approach describes so-called market-hased envie
rommental palicy. Specilically, sovernment awhorities st select o
particular oulcame {e.g level of sullur dioxide emi

ions ar ot ol reey-
cled paper wsed in grocery bags) as a desirable goal, View

individuals making exchanges in the relew

o the beliavior of

ntomarkers something 1o be

manipulated through public policies that ereate incentives 10 “do the righ
thing,” policy makers then select an appropriate menns for this purpose. (.

A0V

O the other hand:

I peneral, Teee-marker advacates argne that natuee will Tare better under a
vegime of private property and hee exchange than it will ander other instiog:
tiomal arrangemenis, hecavse the profit motive, coupled with the obligation
not 1o violate the property vights ol others, leads 1o the conscientions stew-
ardship of aatural resources. (p. 371)

In the es

sy, Cordato shows why so-called market-conformable instruments of
cnvivonmental policy ave siill far fron pursuing real free markets. He also introduees
the key acgument against seate environmental policy: environmental problems are no
cansed by “market [ailures” (e, externalities, public poods, cte.) as waditionally
viewed, but by “government failures” (p. 368). Governments lailed in the consistent
estublishiment of property cights (o naaral re

sources and that is why marlets cannot
worle propeely in the allocation of these resouice

The solution w environmental “cri-

sis” is therefore not 1o treat problems of externalities or public poods, but o correct
government failure by establishing the appropriate institutional setting, This view is
shared by most free-marker (environmental) economists. .

In Re-Thinking Green, Cordato’s article is criticized by Peter Hill in his Cs5iy
‘Market-Based  Environmentalism and the Free Market—Substitutes or Comple-
ments?™

Cordalo’s insights are valuable, bwt he does not go lar enough. He identifies
the solution to enviconmental problems as well-delined and—enforced privite
property vights, bt he does not provide a theory or evidence of how such
property rights come into being, (p. 384)

According 1o Hill, unless “an adequate theory ol the ereation and change of prop-
erty rights” is developed (or explained?, to alle about the ideal system of property
rights is unrealistic in the same way as the “nirvana model of perfeet competition”
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(pp. 384 and 391). He sees the main obstacle 1o the spontancous establishment ol
property rights as the existence of transaction cosis.

[Thansaction costs prevent some potentially prolitable voluntary exchanges
Lrom taking place. Through the use ol approprine rules, govermment can pro
vide feasible alernanves. o the standard expmples of ronds and national
defense, the transaction costs ol ndividual exchange are high and the free
vider prohlem subsiantal, Thus, there is a least some polential lor using ax
linanced provision ol these public poods as a corrective mechanism L . we
should not avtomatically vale own all povernment mierventon, (p. 383)
Applying the concepl ol transaction costs 1o the property vights problen

the tansaction cost of delining and enlorcing rights in seme cases are very
bigh aned thae the coercive power of sovernoent can be wsed productively 1o
pive us solutions that are beteer than not taking any action at adl. (p, 380)

In other words, Hill defends o well-Hdawwn concept ol public poods which would
nol be produced, il the responsibility Tor providing such goods is given 1o markets,
Such a public good is, e.g., solving a problem of global warming (p. 3900 11 the trans.
action costs ol solving this problem are (oo high (property vights w air are net and
cannot be well established), then it is legitimate for the government o take action
stch as taxes or emission wading permics, Because of the many problems related 1o

government regulations mentioned by Cordaio and others, “government ought 1o
move with extreme cauwtion in implementing solutions of this type” (p. 3910

1ce the critique ol public goods and transaction costs has been done by many
Austrian economists, 1 will not devote much time o the issue in this review, bt 1o
brielly oppose Hill's thoughis on transaction costs, Lwould like o quote Bacey Brown-
stein on the topic;

I the transaction costs exceed the benelits fron any Leade

1l

e 21

will not he reached. Under these civcumstances many economists argue thal

the marker has “failed” and that government inteevention is therelore neces
sary. However, o argue [or the government ., . [action] is o ignore the Tacr thi
transaction costs are real costs which must be considered when making a
trade. . .

The existence ol transaction costs explains why certain trades do not ke
place in the marlet. Tt does not logically lollow [rom the concepe of Pareie

optimality that the trade should have talen place. Asserting that the rade
shauld have taken place is equivalent w stating that transaction costs are nol
real costs and somchow should not have been considered by the parties
invalved, (Brownstein 1980, p. 5)

As Brownstein further points our, transaction, transportation, production, and
other costs are all the same. They make us weigh benelits from every action and they
can also prevent us [rom undertaking a certain action, if consideved o be oo high.
Fhere is no reason to treat “transaction costs” as something different, Therclore, by
themselves they are not a veason for the government intervention.

But—taking inte consideration Hill's example of global warming—can a lree-mar-
ket economist accept the situation of high transaction costs preventing people rom
taling action against global warming ol the planet? Or, in such a specific case, is pov-
v than nothing? According Lo George Reisman, the answer (o the
second guestion is: NO.

ernment action bett
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[Everc il ivis troe that the combined effect of the actions ol se

I billion peo-
ple really is o canse global warming or ozene depletion (neither of these
claims has actaally heen proven-—he claims ol plobal warming have all the cer
taingy of a weather foreeast, extended oul o the next 100 yearsh), but even il
as bosay, the claims were trae, e sl would not follow that any proper hasis
sted Tor prohibiting any specific individual or individuals Trom acting
ways that, only when aggregated across billions of individuals, resulied in

(A

global warming or ozone depletion or whatever, 1f plobal warming or ozone
depletion or whatever really are consequences of the actions ol the human race

considered collectively, hut not of the actions of any given individual, inelud-
ing any given individual private business ficm, then the proper wity 1o regard
them is as the equivalent ol acts of naoe,

Ouee we see matters in s light, it hecomes elear what the apprapriale
eSO

is o such envirommental change. .1 is the same as the appropri
ate tesponse ol man W nature in general. Namely, individual huonan heings
must be free o deal with natoe w their own maximum individuad advanta e,

stthject only o the limitation of not initating the use of plhiysical foree against

the person or propeety of other individual human beings. By loltowing this
principle, man will deal with any o the negative forces of nanue resulting as
by products ol his own activity taken in the apgregale in prec

sely the same
successful way that he regularly deals with the primary lorces of nalure. {Reis
wan 2002, p. 1)

In the light of Brownstein and Riesman's arpuments, Hill's advocacy lor specilic cases,
in which the property righis approach “does not worl,” has 1o be rejected.

SPECIFIC ENVIRONMENTAL REGULATION:
THe CASE OF ENDANGERED SPECIES

From the di

ussion about the essence of ecological cconomics we move (o the con-
sequences ol their practical application. Randy Simmons describes the absurdity sur-
rounding the introduction and the enlorcement ol the Fndangered Species Act (FSA),
one ol the most important U.S, environmental laws issued in the 1970s. The goal ol
the act is to protect all species labeled as threatened or endingered.

[The act] operates by assigning inlinite value 1o every species and declaring
that each must be saved. ... Such high-minded claims may be emotionally sal
isfying, but by themselves they provide linde guide 10 policy. The question
remiins: What 1o do now? (p. 110}

5
the species in question (although it is obvious we cannot save all species, everywhere
and as much as possible) and that this is the reason why the act beeame a powerful
tool ol despatism in hands of government officials and conservationists.

mmons shows that the ESA does not consider the opportanity costs of protecting

Lists ol threatened or endangered species contain more than a thousane habitats
and the lists are updated to reflect changing data, The limitations placed on privaie
property rights caused by the ESA can vary “lvom mild irvitations to loss of almost all
cconomic value of the Tand” without a right to be compensated lor such losses (p.
110). The true costs ol saving particular species are therelore ofien “invisible.”

Endangered-species policy makes it unlvwful lor any private citizen to interlere
iy way with an endangered species or its habitar, and i imposes severe
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penalics on those whoe do. Farmers violawe the ESA G they plow their b and

s oeven il they allow g
property owners are probibited lom

fing inoa pasture when an endangered
Ling

T SO i

species 1s present. bnomany ¢
trees, clearving hrush, using pesticides, planting craps, building hon
s from pic

l[]|'l'|

weting livestock or even protecting themsel ators, and building

roads. They are olten required 1o set aside nuwmerons acres for no purpose
other than aiding the endangered species. (p. 119)
Despite this severe interference in the private ownership ol the land, Simmons
also points out the poor results of the ESA alter more than 30 years of its functioning
as measured by the number ol listed speeies actually saved [rom extinetion.

A OO Fish and Wildlile Service report wentilied wenty species as having
been delisted, eight because they had beeome extinet and eiplu others hecause
the original data used o justily their fisting were inoervon, (LS, Fishoand
Wildlife Service 19940, pp. < =42)
Regarding these numbers, there is a question il government money spent on the
species prolection and the enormous private opportunity costs from not-using land
are justilied by legislation which in the eod is very far Trom achieving its goal® Sim

mons's avticle is an excellent excursion inta the practice of the environmental poli
and poinis ont some of the many absurdities ol environment policy in practice:

Puring the 1970
removed npon discovery that there is no such thing
hiolagists initially thoughit was o distinet species turned onl 1o be a blueeyed
version of a mallard that was not genetically dilferent Trom vegular mallavds.
(LS, Fishoand Wildlife Service 1978)

the Mexican duck was listed as endangered | but iow
s a “Mexican” duck,

In 1980 the tumamae globeherry was fisted | and plans were implemented o
save il [ron extinetion, From 1989 10 1991 the Bureau ol Land Management,
the Department of Delense, the Avmy Corps ol Togincers, and the Burean of
Reclamation spent $1.5 million w protect the globeberey. Bat the FSW even-
isted i far greater numbers

tually discovered that the tnmamoc plobehery
and inomore places than initially thought, so 1owas delisted. (LLS Fishoand
Wildlife Service 19940, pp. 1HL-12)

Such errors seem (o be quite funny until they involve your own property rights in your

house, land, and livelihood.
CONCIUSION

Re-Thinking Green clearly articulates the message that the curvent focus of environ-
mental policy (i.e., to solve envivonmental problems through government regubiiion)
is wrong. Particular anthors improve our understanding ol this insight by theoretical
articles .t'li&-;(‘u.‘aain;; the background of the environmental policy as well as by actual
practical examples ol its functioning. D would join the opinion of Roger Meiners on the
back of the book cover and strongly recommend Re-Thinking Green lor classroom use.

LENEA CAMROVA

University ol Ticonomics, Prague

fseveral alternatives 1o government regulation have been suppesied and discussed in
mny papers by economists. See, g, Block (19907, cie
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