Ecological economics
The problem of valuation

The main problem
Cannot expect that an appeal to ethical values alone will protect the environment
The ‘environment’ is not valued in an appropriate manner
Only by including the true ecological costs of doing business will the environment have a chance
Unfortunately, this will require a ‘sea change’ in ‘business as usual’

Capitalism today
"It is not the benevolence of the butcher, the brewer or the baker that we expect our dinner, but
from their regard to their own self-interest”
Adam Smith (1776)
“Greed is good. Greed works. Greed is right...”
Gordon Gecko (1987)
“There is plenty of room in this country. We can develop without limits with respect to economic
growth and jobs.”
Bruce Babbitt (1998)

Income is good
Environmental Kuznets Curve

A different view
“Production and consumption of all goods and services ultimately require liquidation of natural
capital, including habitats for wildlife. Habitats have generally declined in extent and quality, with
corresponding declines in and endangerment of many wildlife species. There is a fundamental
conflict between economic growth and wildlife conse rvation that is supported by sound
theoretical and empirical evidence.”
The Wildlife Society (2003)

ESA Listings and GDP

Traditional economics (1)
Where’'s the environment?

Traditional economics (2)
What's an environment when you have people?



Recognition of a problem
Garrett Hardin (1968)
Examined Adam Smith’'s model of individual behavior as the basis for rational economic policy for
all

Hardin examined the model with respect to human use of a common environment: ‘the
commons’

The tragedy of the commons
Relative costs and benefits to an individual
Individual freedom and rights?

Environmental Economics 101 (1)
The environment as a sustainable necessity vs. as a sustainable resource
We have an impact on the environment
We depend on the environment for resources, but it comes with a price
When resource depletion occurs, it costs more to obtain the resource
Economic output over time declines unless inputs are increased
Increasing expenses over time devoted to pollution prevention and waste disposal

Enviro Econ 101 (2)
Sustainable economic practices require:
A redefinition of ‘growth’ and differentiation among types of growth
Recognizing and measuring environmental constraints on economic growth
Defining the functions of the environment for economic systems

Creating markets for environmental goods and services and properly valuing these
resources

Considering different measures of human well-being

Types of economic values

Ecosystem services

Services = money

Some principles
Precautionary principle : if you're not sure of the outcome of your economic activity, then err on
the side of caution and make the potential polluter demonstrate that they will not screw things up

beforehand

Polluter-pays precautionary principle  : potential polluter (vs. society) pays for possible
problems in the future (clean-up and restoration), with money to be returned if there are no
problems

An example?



How do you enact these principles and values?
Government regulation

Taxation

Pollution ‘rights’ or ‘credits’, which are transferable

Environmental insurance policies
Empower stakeholders

Government + Taxes

Conservation easements

Government + Taxes
Hybrids

Cap and trade

What is the value of the environment?
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Types of economic values

Services = money

Land acquisition is significantly less expensive (~500 million) than the cost of
building a filtration plant (3-8 billion). Land acquisition also provides the added
benefits of protecting the environment, adding green space, and avoiding additional
taxes to pay for a new treatment plant (Ehlers et @/.. 2000). The bulk of the land ac-
quisition money has been directed toward the purchase of undeveloped and sensitive
lands near reservoirs, streams, and wetlands in the C/D watersheds. The expected
result of land acquisition and conservation practices is the protection of hundreds of
stream miles, the preservation of thousands of acres of natural areas, and continued
high water quality without the cost of a multi-billion dollar filtration system.
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M e h aﬁey et al . 2 0 0 5 Figure 4. Smaller watersheds in the Catskill/Delaware arca having one or more land use metrics

associated with increased total nitrogen, total phosphorus, and fecal coliform bacteria concentrations.



