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Everyday life is filled with choices from deciding what to wear each day to electing the next President of the United States of America.  Economics seeks to explain how groups and individuals make important decisions, often within the context of a market economy.  Of all the choices we have, however, it could be argued that society has not chosen to protect the environment; in fact, our decisions have led to the destruction of our natural resources.  For this reason, some ecologists and environmentalists do not believe that a capitalist or market economy is compatible with environmental goods.  Yet, it is still useful to apply concepts of the economic field to understand how environmental decisions are made.  An understanding of an incentive structure, property rights, a price system, and the role of externalities are essential to this end.  Incentives and property rights influence how individuals make decisions, while externalities explain how these decisions affect others.  With an understanding of these concepts, we may examine examples of how applied market concepts have actually benefited the environment.  In short, a market system is compatible with environmental protection.


It is clear that there are many environmental concerns in today’s society.  The 2006 “Red List of Threatened Species” published by the World Conservation Union states that 16,119 species of plants and animals are in danger of extinction while another 36,143 species are threatened.
  While the U.S. Fish and Wildlife Service lists 2,116 species as threatened or endangered in the United States alone.
  Natural resources are also becoming harder to maintain as population and demand for them increases.  The Food and Agriculture Organization of the United Nations (FAO) reports that total fishery production in the world reached a record high production in 2005 with an increase of one million tonnes from 2004.
  The supply of fishermen has dramatically increased as a result.  The FAO writes, “During the past three decades, the number of fishers and aquaculturists has grown faster than the world’s population, and faster than employment in traditional agriculture”.
  Such an increase in the number of suppliers is sure to cause over fishing problems.  Activists are also concerned with global warming.  Al Gore states, “We have just ten years to avert a major catastrophe that could send our entire planet into a tail-spin of epic destruction involving extreme weather, floods, droughts, epidemics and killer heat waves beyond anything we have ever experienced,”
 in his Academy Award winning film “An Inconvenient Truth”.  To address this “true planetary emergency” Gore advised lawmakers during congressional testimony on March 21, 2007 before the House Energy and Commerce Committee to pass legislation to cut greenhouse gases by 90% by 2050.
  The concern is based in reality, for the Intergovernmental Panel on Climate Change of the United Nations reports that the mean global temperature will increase 4.7ºF over the next century.
  It writes in its latest report on climate change, “Warming of the climate system is unequivocal, as is now evident from observations of increases in global average air and ocean temperatures, widespread melting of snow and ice, and rising global average sea level.”
  In the midst of such pressing information, one must wonder what the role of economics ought be in terms of environmental protection. 


Some ecologists believe individual choices made through a market system negatively impact the environment and, therefore, the role of the market in the environment ought be limited.  Greening the North, a treatise on sustainable development, begins:

Industrial production across the world seems hell-bent on relentless growth.  The great majority of countries and people strive to attain Western levels of material affluence by industrializing their economies following the Western model.  That model’s unbroken dominance entails a danger that globalization of current patters of production and consumption will lead to severe disruptions of ecological systems.

The authors state economic growth is uncontrolled and bound to disrupt delicate ecosystems.  Paul James, a biologist at the Royal Saskatchewan Museum, also advocates drastically limiting economic growth to benefit the environment. He explains: 

Economists are beginning to recognize the connection between economic growth and

 

ecological decay.  To their discredit, most of them advocate further economic growth as

a solution – a most bizarre line of reasoning.  How is it possible for more economics growth to eliminate pollution when it causes it in the first place?  Well, economists argue, at least people will be better off, right? Wrong again…After more than 100 years of economic growth, we see record levels of debt, unemployment, poverty, crime, and violence, even in the most affluent countries.  This is because economic growth benefits only a minority of people, and it widens rather than closes the gap between these and the less fortunate majority.  Furthermore, the increasing environmental and health costs of economic growth already far outweigh any economic benefit provided.
 

James attests economic growth will destroy the environment and human society.  He goes on to state that a new economy must be designed in close conjunction with ecologists to ensure environmental stewardship.  The Science Council of Canada, however, is more forgiving of the market.  The Council wrote in its Conserver Society Notes: 



In theory, the market system is an ideal mechanism for allocating scarce resources among 
competing uses.  We are coming to realize, however, that in practice it becomes so distorted by social costs, market power, non-price competition, and an inadequate view of the future that it systematically misallocates resources over time.

The Conservers differ from James in that they believe that market failure is the cause of economic problems rather than the market itself.  Yet, all three groups somehow attest that the market is incompatible with environmental protection.

Some economists focus on the fact that environmental protection is merely one of many causes to which the market may allocate scarce resources.  In 2004 a group of world renowned economists, including four Nobel laureates, gathered in Copenhagen, Denmark for the Copenhagen Consensus Conference.  Their mission was to save the world with an imaginary budget of 50 billion dollars.  The panel reviewed 30 proposals in ten subject areas from which they would decide what programs would best advance global welfare based upon the costs and benefits of each.  Conference members examined three proposals to curb global warming by reducing carbon emissions, but found all three plans involved costs that exceeded the benefits.  Bjorn Lomborg, an adjunct professor at the Center, testified before the House Energy and Commerce Committee on March 21, 2007 in support of this research.  He stated, “Climate change is not the only issue on the global agenda, and actually one of the issues where we can do the least good first.”
  In fact, the cost of reducing carbon emissions would be quite high.  The Kyoto Protocol would cost participating nations $180 billion annually while only delaying global warming by 5 years.
  If the United States were to follow Al Gore’s proscribed plan,
 a tax of $140 per ton of carbon dioxide emitted, or $1.25 per gallon of gas, would have to be raised.  Some estimates report that this program would cost Americans as much as $160 billion in 2015.
  Rather than face such high costs, the Copenhagen panel concluded that AIDS/HIV prevention would benefit the most people at the least cost.
  These results hint that environmental goods would be provided for if it were more cost effective.  Yet, to fully understand the difficulties behind the economics of providing environmental goods, one must understand several key concepts. 


Individuals make decisions according to their incentive structure. Economic theory operates under the assumption that all individuals seek to benefit, not harm, themselves because they are self-interested.  Therefore, individuals shall only make decisions where the utility gained from the action exceeds the cost.  Costs include the monetary costs, the transaction costs involved in making the decision and facilitating the transaction, and the opportunity cost of giving up the next best alternative.  Since everyone operates with this assumption, it is necessary to appeal to others’ self interest in a market exchange—no one would agree to an exchange from which he did not expect to benefit.  Therefore, every exchange benefits both parties, and, individuals contribute to the greater society by acting according to their self-interest. Adam Smith explains in The Wealth of Nations, “It is thus that the private interests and passions of individuals naturally dispose them to turn their stock towards the employments which in ordinary cases are most advantageous to the society.”
  Note, however, that self interest is not equivalent to being selfish.  Self-interested parties operate under the influence of their society and culture, with others’ wishes and needs in mind.  


Property rights are an important feature of economics because ownership of a good, service, or talent influences human behavior.  As people gain property rights over their talents and possessions, they are free to use these materials for their own benefit.  Owners often choose to exchange property rights in a market setting.  Typically, market participants are aware of all the costs and benefits of an action, so they maximize utility.  A price system is useful because buyers and sellers communicate.  By trading property rights, owners are capable of exchanging goods or services for other goods or services from which they would greater benefit.  Property rights do not need to be held by a single person to be effective, however, they can be held by groups or associations of people where individual members share in the benefits of the group success.  Shareholders of a corporation fall into this category.  Most importantly, owners hold the exclusive right to the products of their labor, which comes from the combination of owners’ natural talents and the use of their property.  John Locke believed that man had the right to own property from this simple fact.  He wrote in The Second Treatise on Civil Government, “Thus labour, in the beginning, gave a right of property.”
  Since owners stand to directly benefit from their property according to their desires or through exchange with others, they are more likely to protect and maintain the objects they own. 

Finally, an understanding of market externalities is crucial to an understanding of environmental problems.  An externality is a cost or benefit from exchange that is not reflected in the price system when a market transaction takes place.  Hence, there is some cost or benefit that is put upon a third party—which is often the greater community.  They are often considered to be market failures for this reason.  An externality that places a cost on a third party is referred to as a negative externality while a positive externality would confer a benefit.  Economists refer to this extra cost or benefit as the marginal external benefit or the marginal external cost.  Since producers are not aware of the full costs or benefits of their actions, the supply of the goods or services producing the externality ought to be different.  A negative externality indicates that producers ought to produce less and a positive externality indicates that consumers ought to demand more of the good.  For example, pollution is considered to be a negative externality.  When a firm emits carbon dioxide to produce a good, it is merely meeting the demand of a consumer for a good.  It does not, however, adequately account for the cost of polluting the environment, which may have great consequences on others.  If producers accounted for this cost, their costs of production would rise and the quantity produced would decline.  Conversely, the production of green spaces would produce a positive externality.  An office building administration may be unaware of the environmental benefit it confers on society in constructing a roof-top garden for the enjoyment of its employees.  Others in the city are receiving cleaner air but do not realize they benefit, so they do not demand extra production of green spaces.  Without accounting for the marginal extra benefit, producers will not produce the amount desired by society. 


The British economist A. C. Pigou acknowledged the externality problem and proposed a solution in The Economics of Welfare.  He hypothesized that a tax equal to marginal external cost on society could be placed upon the producer to adjust the quantity he produced.  With the added cost, the producer would reduce output and produce the appropriate quantity. It is important to remember that the tax was meant to alter production, not to compensate those affected by the externality or to punish the firm for producing pollution.  It is merely a technique to correct of a given output.  

 Ronald Coase also discussed the externality problem in The Problem of Social Costs from 1960.  He challenged Pigou’s solution to the externality problem because it could have negative consequences.  If the tax on marginal external cost was high enough to drive a firm from the market, then society lost the benefit produced by the firm.  Society could be losing more benefit from losing the firm than the cost it received from the externality.  Coase approached the externality problem in a new direction; he considered it “a problem of a reciprocal nature”
 between two groups –a concept commonly found in law.  To describe his meaning Coase cited Sturges v. Bridgman, a court dispute involving a confectioner’s machinery inhibiting a doctor’s medical practice.  He wrote, “The doctor’s work would not have been disturbed if the confectioner had not worked his machinery; but his machinery would have disturbed no one if the doctor had not set up his consulting room in that particular place.”
  Two groups are required to arbitrate disputes such as these in court, so externalities could be resolved in a market setting.  Coase then presents an example of a farmer and a rancher.  The rancher’s cattle are damaging the farmer’s crops.  Over time the rancher and the farmer come to a mutually agreeable solution.  These ideas led the way for the development of the Coase Theorem, which holds that two parties will arbitrate their problems as long as property rights are defined and transaction costs are zero.  Therefore, two parties could resolve an externality problem themselves by negotiation.  Thus, Coase highlights the fact that as long as there are benefits to arbitration and low transaction costs, groups will seek to negotiate.  

Externalities typically become a problem on a large scale when dealing with communal property.  Communal property is a term used to describe any good that does not have a defined owner; instead, it is owned by a community of people, or by no one at all.  Just as individuals have the incentive to care for their private possessions, no one has the incentive to care for communal property.  If there is no defined owner, it is likely there is no defined person to maintain it.  Political thinkers have been aware of this problem for centuries.  In Politics, Aristotle alludes to the fact that individuals care more for their own possessions than they do for the possessions of others or of the community.  In fact, individuals have the incentive to maximize their utility by taking advantage of communal property as much as possible since there are no costs to doing so.  Garret Hardin re-examined the same issue in The Tragedy of the Commons where he describes air and water as communal property.  He writes:

…the tragedy of the commons reappears in problems of pollution.  Here it is not a question of taking something out of the commons, but of putting something in – sewage, or chemical, radioactive, and heat wastes into water; noxious and dangerous fumes into the air…The calculations of utility are much the same as before.  The rational man finds that his share of the cost of the wastes he discharges into the commons is less than the cost of purifying his wastes before releasing them.
 
It is much easier to pollute into and area that no one owns than to reduce pollutants.  Private property rights give individuals the incentive to better care for their possessions, while communal property leaves itself open to abuse. 
Now that we have established some foundations of economic theory, it is possible to examine several examples of how these concepts relate to modern conservation efforts. 

Australian ecologists and conservationists are gravely concerned with the condition of indigenous wildlife and plant life.  Eastern Australia has lost ninety percent of indigenous vegetation and one-third of the continent’s forests have been destroyed since the introduction of agriculture and non-native animals such as foxes, cats, and rabbits.  Furthermore, Australia has lost 23 mammalian species in the past 200 years —more than any other continent.  Several extinctions have occurred very rapidly.  The Mainland Mala—a common animal in 1900, became extinct by the 1990s.
  Unfortunately, Australia’s public conservation efforts have not been very successful.  Public parks have been established, but they do not adequately keep out wild, non-native animals that cause the most damage to endangered species. 


This situation prompted a private entrepreneur, John Wamsley, to attempt to conserve Australian wildlife himself.  While working as a mathematics professor in 1969 he acquired farm property in 1969 to develop the Warrawong wildlife sanctuary in South Australia because he had been disgruntled by government efforts to conserve species.  He reestablished the natural ecosystem destroyed by farming technology and established a fence to keep out predators in order to create a “feral-free” location. Wamsley opened the sanctuary in 1985 and incorporated the firm Earth Sanctuaries, Ltd. (ESL), in 1988.  His explicit purpose was to conserve wildlife, as described in an annual report from 1998, “Earth Sanctuaries, Ltd. is committed to saving Australia’s vanishing wildlife.  It does not wish to do this as part of some overall political plan devised by a central government. It does not wish to be part of the present ‘recovery group process’ which have clearly been demonstrated to fail…The Company wished to do it itself…The Company wished to do this within the framework of the free enterprise system”.
  Wamsley believed he could use the market to provide environmental goods.  

As the first publicly listed company with wildlife conservation as its primary objective, the operation met with considerable success.  An early success came in developing a platypus population.  Two baby platypi, called puggles, were born after ESL acquired five platypi from Kangaroo Island in 1989.  This event marked the first time platypi were successfully bred in captivity since 1943.  The Bridled Nail-Tailed Wallaby population at Warrawong also improved.  In 1999 ESL acquired eight members from the Queensland government for 48,000 Australian dollars and within two breeding seasons the population had nearly doubled – an achievement considering that the wallaby had been classified as extinct in 1937 before rediscovery in 1973.
  Many other examples abound.  Due to reintroduction efforts by ESL, the Numbat population in the wild has increased from 100 members in 1970 to more than 2,000 members today.  Similarly, Woylie Kangaroos were considered critically endangered in 1990, but there are now approximately 20,000 Woylies living in managed wildlife areas..  


Such success was possible because the market was able to place a value on conservation.  Warrawong and ESL’s nine other animal sanctuaries became tourist destinations. In 1997 Warrawong placed as runner-up in the Conde Nast Traveler’s Award, and its popularity was reflected in attendance numbers.  50,000 visitors entered Warrawong in 2001, and some spent A$ 110 per night to sleep in a tent surrounded by wildlife.
  When ESL became the first publicly traded company specializing in conservation, the firm almost had 7,000 investors and A$ 21,800,000 in net assets.
 

Unfortunately, Earth Sanctuaries, Ltd. has declared bankruptcy, leaving many to wonder what happened.  Tourism was ESL’s primary income generator, although ESL officials also worked as consultants in wildlife conservation, which may not have provided enough income to manage ten wildlife sanctuaries spanning 90,000 hectares.  A research paper from the Productivity Commission of the Australian government hints that ESL was hindered by environmental regulation as well.  Australian state governments have legislation restricting the capture of, trade in and property rights to Australian wildlife.  Therefore, public wildlife sanctuaries often have difficulty acquiring species to place in their conservation programs.  ESL’s goal was to breed wildlife over several generations; each would experience greater levels of freedom with the hope of eventually releasing animals into the wild.  Current wildlife legislation, however, prohibits the release of protected wildlife into the wild.  The report concludes, “The opportunities for ESL to trade surplus wildlife are limited – thereby constraining its revenue sources”
  Although ESL met with difficulty, the commission recognizes that private conservation efforts have the potential to improve conservation efforts.  The authors write, “…conservation encourages innovations in conservation management and provides avenues for testing and developing more cost-effective methods.”
  Certainly, John Wamsley’s feral-proof fence is an example of conservation innovation.  Today, Warrawong is still open to visitors although Prudentia Investments made a successful takeover offer in January 2007.
  Financial difficulties may have dismantled Earth Sanctuaries, Ltd. as a corporation, but the company showcases how a markets setting can be used to conserve wildlife.

Similar to the Australian frontier, the Chesapeake Bay in the United States’ mid-Atlantic region has undergone tremendous environmental changes in recent decades.  Pollution and over fishing have left dwindling numbers of crab and oysters available to harvest in recent years, although the tidal basin once supported a vibrant fishing community.  In the late 1990’s, Maryland fishermen caught several million bushels of crab per year, but only 26, 500 bushels of crab could be harvested in 2004.
  Advocates of the bay believe high levels of agricultural pollution from neighboring farms’ fertilizers are responsible for damaging the ecosystem.  An estimated 300 million pounds of nitrogen enter the Chesapeake Bay each year—severely lowering the oxygen levels necessary to sustain fish and shellfish.
  


Advocates of the Chesapeake Bay are using common remedies to over fishing problems. These include attempts to rebuild the fishing stock or limit fishermen’s activities.  Maryland and Virginia have restricted the number of fishermen and crabbers allowed to harvest, limited the hours they may work, and have increased the area unavailable to harvesting.  In addition to encouraging oyster breeding, Chesapeake Bay authorities also hope to revitalize the area by reducing nitrogen pollutants by 150 million pounds each year through 2010 through the “Chesapeake 2000” program.
 


The problem of over fishing and pollution may be described as a problem of communal property.  Fishermen, crabbers and oystermen typically have the incentive to harvest as many fish, crab, or oysters as possible to maximize profits.  These actions benefit the fishermen in the short run, but smaller populations of aquatic life are left to reproduce and to maintain ecosystem stability.  John Alford described this situation in 1975 when he wrote, “The oysterman knows that any oyster left on the bottom for future growth or reproduction will probably be taken by someone else.  As a result, oystering on public grounds is a scramble...”
  Individuals and fishing associations would have the incentive to maintain strong marine populations as a long term investment if the area were privately owned.  Because it does not benefit the owner to allow his stock to become so depleted that it could not regenerate.  An owner does not to allow others to pollute his territory without compensation, either.  The costs of pollution imposed on the Chesapeake Bay are not realized by an individual or by a fishing association with the incentive to protect its property; the costs are borne by a wider community that is slower to seek retribution.  Therefore, the establishment of property rights would be helpful in discouraging pollution and maintaining a sustainable bay life population. 

By comparison, there are regions of the world that have developed successful property rights programs to sustain a fishing industry.  Forty-five percent of all rivers in what is now British Columbia are privately owned by individuals or, more commonly, by associations of fishermen.  These groups are capable of making a profit by maintaining strong populations of salmon since recreational anglers are willing to pay up to $900 a day for accommodations and fishing rights.
  There are also strong salmon populations in Iceland where all of the inland rivers are privately owned by farmers whose land borders them.  Visitors may spend between $100 and $3,000 per day to fish in these areas.  Tradable individual quotas are also a newer method to prevent commercial fishermen from over fishing in fisheries.  Each quota permits the holder to catch a specified percentage of the total allowable catch and reassures the holder that his share will not be taken from him by another fisherman.  If the quotas are transferable then it is possible for a fisherman to gain revenue from the game he does not catch by selling to a more successful retriever.  Thus there is no incentive to over fish as a result from hurrying to catch as many fish as possible.  New Zealand, Australia, Greenland and some fisheries in the United States have adopted these Icelandic measures to some success.
  As Gissaurarson writes, “On the whole, the evolution of the Icelandic ITQ system can be interpreted as the practical response to the problem of vessel owners imposing economic costs on one another by excessive fishing effort and over-capitalization—costs which should not be blamed on them, but rather on the lack of property rights.”

Property rights are not only effective in maintaining salmon populations, but in rebuilding those that have been nearly destroyed and in reducing pollution as well.  Only ten fish were caught in 1984 from Iceland’s Ranga River following a volcanic eruption that destroyed its salmon population more than forty years earlier in 1941.  The river only began to see population growth after a private lease had been taken out on the river in the late 1980s.  Consequently, the same river produced 1,500 fish in 1995.  Additionally the Tobique Salmon Club in Canada successfully sued the New Brunswick Power Commission in 1963 for pollution damages after hydroelectric dams damaged salmon systems. 
  Such examples demonstrate that private property rights help to give owners the incentive to sustain and develop wildlife populations and guard against pollution. 

The Kyoto treaty is the best known proposed international solution to global warming.  It developed from previous meetings of the United Nations members, particularly the 1992 UN conference on Environment and Development held in Rio de Janeiro, Brazil.  This conference sought to set non-binding goals for reducing greenhouse gases to “a level that would prevent dangerous interference with the climate system.” 
  The Kyoto Protocol has the same goals in mind, but it requires member nations to reduce emissions by an average of five percent of 1990 levels by the 2008-2012 time period in a binding agreement.
  To be effective, the treaty would need to be ratified by fifty-five percent of countries who were substantial contributors to the 1990 emissions level.  Although many nations, including the United States, have signed the treaty, only 169 have ratified it.  Although the future of the Kyoto Protocol is ambiguous, the structure of the treaty acknowledges market forces as instruments in climate protection.

The Kyoto Protocol is rooted in an emissions trading program.  In fact, it may be said that “trading is the lynch pin for the Kyoto framework.” 
  Emission trading is another alternative to command and control policies.  This approach creates a market for pollution by allocating permits to emit toxins and allowing trade in these permits among participants.  Participating firms or nations would require a certain amount of permits to emit a corresponding amount of pollutants.  This requirement forces a firm to consider the cost of pollution as a factor of production.  The trading aspect of the program is critical in that it allows firms to regulate emission at the lowest possible cost.  A lower cost gives a firm more incentive to participate.  There is an opportunity to profit from emission trading, as well.  Firms that face a lower cost to reduce emissions have the incentive to sell their extra permits to those with higher emissions levels.  Both parties are better off.  Lower cost firms make a profit from selling permits after reducing their emissions levels further, and larger firms are able to buy the permits they require to meet their obligation.  Since the total number of permits is fixed, a fixed level of emissions will be permitted each year.  Finally, pollution permits attempt to resolve an externality problem by applying the ideas of Ronald Coase.  Coase highlighted the importance of arbitration to resolve externality problems.  Tradable permits allow polluters to bargain with one another.
Emissions trading measures have already met with considerable success.  The United States Clean Air Act Amendments of 1990 allow tradable permits for sulfur dioxide per year.  If the plant emits more than its permits allow, then it must pay an additional $2000 per ton emitted in penalties.  The program has met with some success; 1995 emissions dropped from 8 million to 5.3 millions tons.  Also, the market price for permits is less costly than the “scrubbing” technology used previously. Permits in 1995 cost $100 per ton while scrubbers cost power plants an average of $210 per ton.  Finally, emissions trading programs are not limited to national governments.  About 28,000 Californian companies participate in the Regional Clean Air Initiatives Market (RECLAIM). This organization administers tradable permits for sulfur dioxide and nitrogen oxide.
  In 1991 the Chicago Board of Trade created a private market for sulfur dioxide permits.
  A decade later, Richard Sandor established the Chicago Climate Exchange in 2001 as the first voluntary greenhouse gas emission trading system to operate under legally binding rules.  His clients include major companies such as Rolls-Royce, the Ford Motor Company, Dow Chemicals, and IBM.
 

It is also important to mention that a tax on the emissions of greenhouse gases is another proposed solution to global warming.  Such a system sets a certain fee, or price, a firm must pay to emit one ton of pollutant.  In essence, this solution acts as the Pigouvian tax discussed earlier.  If it is less costly for a firm to reduce emissions than to pay the fee then the firm will commit resources to reducing emissions.  If there is a greater benefit to a firm to continue emitting than the cost of the tax, the firm will continue to emit.  Like an emissions trading system, emissions taxes allow firms to pollute at the least cost.  It also allows businesses to predict the cost of compliance more accurately, but does not limit the quantity of emissions to a certain level.  This method will also cause an added distortion to the economy in addition to all the other taxes paid.
People are a part of the global ecosystem; therefore some level of environmental impact is inevitable.  Nevertheless, market concepts help us understand why there are environmental problems.  Individuals naturally seek to benefit themselves, and make decisions according to their self interest.  While some may include environmental factors into their decision calculus, it often does not occur to many people.  Some ecologists would argue that consumers have been swept away by economic growth and led to actions that damage the environment.  Economists would argue that some environmental decisions, such as joining the Kyoto protocol, are simply too costly to undertake.  Property rights also influence human behavior.  John Wamsley owned Earth Sanctuaries Ltd. just as some fishermen have individual fishing permits.  A positive environmental result occurred in these scenarios.  The effects of communal property are mitigated in the case of fishing quotas, and externalities can be reduced by emissions permits.  All of these examples demonstrate how an application of market forces can be used to promote the environment.  Market forces, therefore, are compatible with environmental protection. 
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