Economics, Public Policy and the Environment

I. Environmental public policy includes all laws & agency enforced regulations in a society which deal with society’s interactions with the environment.

Two sets of environmental issues are comprehended in EPP:

1) the prevention of air, water, & land pollution &

2) use of natural resources like forests, fisheries, oil, land…..  

Public policies that address these two sets of issues are developed at all levels of government:


1)
local


2)
state


3)
federal


4)
global
The goal of environmental public policy is to promote the common good through environmental stewardship

Common good- Two main objectives:


1) improvement of human welfare


2) protection of natural world
II. Why have an environmental public policy?

Societies & their economic activities have potential for doing great damage to the environment & that damage has a direct impact on present & future human welfare.

Two main effects are:



1) pollution & 



2) misuse of resources.

III. Relationships between economic development & environment

The economy: System of exchange of goods & services, worked out by members of society.

A strong relationship exists between the level of development of a nation & effectiveness of its environmental public policy.  Throughout world, several environmental indicators show a direct relationship to per capita income levels.

Examples:  

1) Many problems decline as income levels rise, because the society now has the resources available to address the problems with effective technologies (ie sickness due to inadequate sanitation or water treatment)

2) Some problems rise & then decline as a consequence of the recognition of a problem & then the development of a public policy to address the issue (ie air pollution)

3) Economic activity causes some problems to arise without any clear end in sight (ie waste disposal & CO2 emissions).

The key to solving these problems, brought on by economic activity, is the development of effective public policies & institutions.

IV. Economic Systems

Social & legal arrangements people make in order to satisfy their needs & wants.

In recent history, two kinds of economic systems have emerged:

1) Centrally planned economy

2) Free-market economy

Elements that constitute factors of production:

1) Land (natural resources);  

2) Labor; 

3) Capital

These elements make up an important part of the economic cycle.  The cycle applies to both systems that exist today.

However, there are differences (both are theoretical & do not exist in reality):

Centrally-planned economy: a more efficient system, in which real needs of the people are met because of the wise decision of the rulers.  A system in which equity & efficiency are theoretically achievable to each, according to his/her needs.

Free-market economy: market itself determines what will be exchanged.  Goods & services are offered, free from governmental interference, with open competition & the interplay of supply & demand.  If supply is limited, relative to demand, prices rise.  If there is oversupply, prices fall.  System is all run on self-interest.

Are our natural resources part of our economy or should our economy be considered part of our resources?  

V. Measuring the wealth of a nation

World Bank indicates 3 major capital components determine a nation’s wealth:

1) Produced assets – buildings, structures, machinery, highways, powerlines…

2) Natural resources- forests, fisheries, soils, water….

3) Human resources- 

(a) human capital- population characteristics, physical, psychological & cultural attributes, education… 

(b) social capital- rule of law, court system, civil liberties…

Present measurement of a nation’s wealth 

GNP: Sum of all goods & services produced in a country in a given time frame.  

GDP = GNP – net income from abroad

Capital depreciation: Assets depreciate over time

However, depreciation of natural resources is not taken into account.

Gives false sense that an economy is continuing to grow without any net major loss.

Value must be given to nation’s natural assets to accurately calculate it’s GDP

VI.  Resource Distribution

1) Disparities between nations

2) Disparities within nations

3) Intra-generational equity- The golden rule of making possible for others what is possible for you

4) Inter-generational equity- Meeting needs of the present without compromising ability of future generations to meet their needs.

Pollution & Public Policy 

1)
Public Policy Development - Stages

a.
Recognition

b.
Formulation

c.
Implementation

d.
Control

Economic effects of EPP

1) Cost

a. Those involving little or no direct monetary cost

b. Those involving costs that must be paid by some segment of society.  In theory, cost should be borne by those benefiting from activity that produces pollution.

2) Impact on Economy

a. Economy stimulant

b. Creates jobs

c. Transfers wealth from polluters to pollution controllers & to less polluting companies 

Methods to Evaluate Public Policy Options

1) Cost-Benefit Analysis

a. Merits of goal are not really known or accepted.  In a cost-benefit analysis attempt made to determine if action is worth cost

b. Brings external costs into equation

c. Difficult & controversial to do because process is filled with value judgments
d. Costs of environmental regulations

i. Attempt to quantify benefits not easy

-The value of human life

Non-human environmental Components

2)
Cost Effectiveness

a.
Merits of the goal are accepted.  
In a CE analysis-attempt to find the least costly way to achieve goal.
Progress

1)
What have we gained through public policy?


a. Air quality improvements


b. Water quality improvements



i. Decreased eutrophication



ii. Rivers that are not flammable



iii. Dead lakes actually recovering


c. Improved public health



i. Decreased levels of lead in blood



ii. Decreased levels of gastrointestinal illnesses


d. Improved handling of solid & hazardous wastes

1. The ESA is a good example of Public Policy Development.  While reading about the ESA, give examples of how it evolved following the four stages.

2. Would you say that the ESA’s main objective is 1)  improvement of human welfare or


2) protection of the natural world?  Why?

3. Give 2 examples of how the ESA is working & 2 examples of how it may be creating more problems.

3. Is the ESA hurting or helping the situation in the Klamath Basin?  Why?

4. How could the Klamath situation be fixed?

