
Environmental Economy



Environmental (Green) Economy
- Most of us accept the need for a more sustainable way to live, by 
reducing carbon emissions, developing renewable technology and 
increasing energy efficiency.

- But are these efforts to save the planet doomed? A growing band of 
experts are looking at figures like these and arguing that personal carbon 
virtue and collective environmentalism are futile as long as our economic 
system is built on the assumption of growth. The science tells us that if 
we are serious about saving Earth, we must reshape our economy.

- This, of course, is economic heresy...

Předvádějící
Poznámky prezentace
Special report: How our economy is killing the Earth (NewScientist) 2008




Liberal economy
A free (perfect) market assume:
- a large number of equally strong buyers and sellers
- market participants have perfect information, without a time lag
- buyers and sellers compete, and do not enter into collusions
- consumers maximize benefits, producers maximize profits
- the producer/consumer pays the actual costs - these reflect the final price
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Market distortions
- incomplete information
- transaction costs (long chain of merchants)
- artificial stimulation of demand - advertising
- tendency to eliminate competition 

- formation of monopolies

Environmentalists‘ objections
- public goods and the problem of externalities
- consumption of goods vs. carrying capacity of the Earth



Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

Externalities, Public goods, Over-consumption... What to do with it?
https://www.polleverywhere.com/free_text_polls/sEsVDlGyZLMIVodmdSiHk



Greening of the economy
1) Internalization of externalities = polluter pays principle
- a product is disadvantaged by a higher price on the market = 
pressure to change technology or to perish

Předvádějící
Poznámky prezentace
http://arnika.org/soubory/obrazky/pro-spotrebitele/setrne_papirovani/Ekoznacky.png  
http://organicrules.org/2013/1/logo-bio-produkt-CZ.jpg
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Greening of the economy
1) Internalization of externalities = polluter pays principle
- a product is disadvantaged by a higher price on the market = 
pressure to change technology or to perish

2) Ecological tax system
- higher taxes are imposed on those products that are more 
harmful to the environment - electricity, natural gas, solid fuels

3) Eco-labels - people make choices not only by price but 
also by other value

Předvádějící
Poznámky prezentace
http://arnika.org/soubory/obrazky/pro-spotrebitele/setrne_papirovani/Ekoznacky.png  
http://organicrules.org/2013/1/logo-bio-produkt-CZ.jpg



Greener economy – more radical
- change economic indicators

- GDP is unsatisfactory, better - GPI, HDI or others that better 
reflect the real development of society

Předvádějící
Poznámky prezentace
http://web.unep.org/greeneconomy/resources/green-economy-report
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- GDP is unsatisfactory, better - GPI, HDI or others that better 
reflect the real development of society

Radical Green economy – alternative system
- criticism of the system based on growth of GDP 
- efforts to introduce alternative systems
Steady state economics (H. Daly)
Sustainable economy (P. Victor)

Předvádějící
Poznámky prezentace
http://web.unep.org/greeneconomy/resources/green-economy-report

http://web.unep.org/greeneconomy/resources/green-economy-report


To most economists, continual growth is a necessity and a 
slowly growing economy, or a “steady state” economy that 
puts the health of the planet first, means catastrophe. Many 
see endless growth as the only way to create jobs and reduce 
poverty.

Předvádějící
Poznámky prezentace
https://www.newscientist.com/article/mg22329760-500-we-can-build-a-sustainable-world-if-you-want-it/
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To most economists, continual growth is a necessity and a 
slowly growing economy, or a “steady state” economy that 
puts the health of the planet first, means catastrophe. Many 
see endless growth as the only way to create jobs and reduce 
poverty.

Not everyone agrees. Peter Victor, an ecological economist at 
York University in Toronto, modelled the Canadian economy 
from 2005 to 2035 under three conditions: 
1) business as usual
2) zeroing out all sources of economic growth
3) managed transition to a steady state (sustainable option).
Business as usual produced no major surprises. The economy 
grew, but so did greenhouse gas emissions. Slamming on the 
economic brakes produced the catastrophe mainstream 
economists dread – GDP fell while unemployment and poverty 
soared.

Předvádějící
Poznámky prezentace
https://www.newscientist.com/article/mg22329760-500-we-can-build-a-sustainable-world-if-you-want-it/
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The third scenario, which phased in a 
carbon tax, boosted anti-poverty 
programmes and reduced working 
hours, yielded results that mainstream 
economists would never have 
dreamed of: GDP per person rose and 
stabilised at about 150 per cent of 
current levels, while unemployment, 
poverty and greenhouse gas 
emissions all fell. 

“It is possible for people to live well in 
a society in which economic stability 
rather than economic growth is the 
norm, where all its members flourish 
and social justice is served,” Victor 
concludes.

Předvádějící
Poznámky prezentace
https://www.newscientist.com/article/mg22329760-500-we-can-build-a-sustainable-world-if-you-want-it/



Předvádějící
Poznámky prezentace
https://www.newscientist.com/article/2219927-us-green-economy-has-10-times-more-jobs-than-the-fossil-fuel-industry/


https://www.newscientist.com/article/2219927-us-green-economy-has-10-times-more-jobs-than-the-fossil-fuel-industry/


Common goods issue
• common goods – collective consumer goods, the consumption of which 

by any individual reduce the level of consumption of another individual
• under the influence of active demand and unrestricted access, common

goods are often abused or even looted
• this pays also for global common goods, the use of which is not 

regulated by national legislation

Předvádějící
Poznámky prezentace
http://www.amyglenn.com/images/types-of-goods.gif



Předvádějící
Poznámky prezentace
http://www.geo.mtu.edu/~asmayer/rural_sustain/governance/Hardin%201968.pdf
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Common goods issue
• common goods – collective consumer goods, the consumption of which 

by any individual reduce the level of consumption of another individual
• under the influence of active demand and unrestricted access, common

goods are often abused or even looted
• this especially pays for global common goods, the use of which is not 

regulated by national legislation
• public goods - collective consumer goods, the consumption of which by any 

individual does not reduce the level of consumption of another individual

Předvádějící
Poznámky prezentace
http://www.amyglenn.com/images/types-of-goods.gif



Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

How to prevent over-exploitation of common goods?
https://www.polleverywhere.com/free_text_polls/FumS2XpNMUKL9GNO2yrZ5



The Tragedy of the Commons
„The Tragedy of the Commons“ 
Garrett Hardin, Science (1968) 

- two possible solutions:
- Somali
- Tyrranical (authority)

Předvádějící
Poznámky prezentace
https://digitalcommons.macalester.edu/cgi/viewcontent.cgi?article=1199&context=bildhaanPříklady veřejných statků?

https://digitalcommons.macalester.edu/cgi/viewcontent.cgi?article=1199&context=bildhaan


Price x scarcity
The degree of scarcity in economics is expressed by price
→ price - the most important source of information in the economy
→ does the actual price correspond to the scarcity of the goods? - NO!

http://www.vcelky.cz/opylovani.htm


Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

Why the price doesn't reflect a scarcity of the goods?
https://www.polleverywhere.com/free_text_polls/utKbhti2P4bsWFzYEglKy



Price x scarcity
The degree of scarcity in economy is expressed by price
→ price - the most important source of information in the economy
→ does the actual price correspond to the scarcity of the goods? - NO!

Three reasons
1) the price does not correspond to the total value of the goods

→ utility x non-utility value
2) price distortions

→ subsidies, regulation
3) externalization of costs (externalities)

→ not counting all costs
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The degree of scarcity in economy is expressed by price
→ price - the most important source of information in the economy
→ does the actual price correspond to the scarcity of the goods? - NO!

Three reasons
1) the price does not correspond to the total value of the goods

→ utility x non-utility value
2) price distortions

→ subsidies, regulation
3) externalization of costs (externalities)

→ not counting all costs

According to economists, there is no reason for the price of abundant resource
- e.g. The price of today's forests?
→ real appreciation of natural goods can never be achieved (non-marketed

values, health, heritage, etc.) - but it is possible to get closer
→ market mechanisms (alone) do not ensure the maintenance of a quality 

of the environment

http://www.vcelky.cz/opylovani.htm


Value of the goods
Total value of the goods
= utility + non-utility value

Utility values
1) direct

→ marketed values,
- direct benefit from the consumption

2) indirect
→ non-marketed values,

Předvádějící
Poznámky prezentace
https://www.millenniumassessment.org/documents/document.356.aspx.pdf



Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

What can be non-marketed utility values of the goods (e.g. forest)?
https://www.polleverywhere.com/free_text_polls/xLTcmnfZtqx78B1rhsKGX



Value of the goods
Total value of the goods
= utility + non-utility value

Utility values
1) direct

→ marketed values,
- direct benefit from the consumption

2) indirect
→ non-marketed values,
- functional benefit

Předvádějící
Poznámky prezentace
https://www.millenniumassessment.org/documents/document.356.aspx.pdf



Value of the goods
Total value of the goods

= utility + non-utility value 
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Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

What can be non-utility values of the goods?
https://www.polleverywhere.com/free_text_polls/ek4sl8mwZLKneb2lRMe9G



Value of the goods
Total value of the goods

= utility + non-utility value 

Option value
→ the value of preserving freedom

of future decision (someday in the 
future I can use the goods)

Value of the heritage
→ value of preservation by others,
including future generations

Existential values
→ existence of the goods itself
(intrinsic value, value of life, 
value of being)

Předvádějící
Poznámky prezentace
https://www.millenniumassessment.org/documents/document.356.aspx.pdf



Value of the goods
Total value of the goods

= utility + non-utility value 

Option value
→ the value of preserving freedom

of future decision (someday in the 
future I can use the goods)

Value of the heritange
→ value of preservation by others,
including future generations

Existential values
→ existence of the goods itself
(intrinsic value, value of life, 
value of being)

Increasing of the value

Economic benefits of alternative management 
practices.

Předvádějící
Poznámky prezentace
https://www.millenniumassessment.org/documents/document.356.aspx.pdf



„A 100-metre belt of dense 
mangroves could reduce the 
destructive energy of a tsunami 
by as much as 90 per cent.“

„ Coral reefs and mangroves of Belize 
yield about $15 mil. in fish, at least 
$150 mil. in tourism and about $150 
million in storm protection per year. 

Předvádějící
Poznámky prezentace
http://pri-113a.kxcdn.com/sites/default/files/styles/story_main/public/story/images/RTR39VCF.jpg?itok=PcUBhofs
http://www.newscientist.com/article/mg22430005.200-mangrove-forest-planted-as-tsunami-shield.html#.VQKvw-HCc5z
http://www.newscientist.com/article/mg21728993.200-whats-the-economic-value-of-nature.html



Externalities
"Unintended effects of economic activity
which are not reflected in market transactions 

Předvádějící
Poznámky prezentace
https://homerdixon.com/we-must-green-the-market/



Externalities
"Unintended effects of economic activity
which are not reflected in market transactions 

Positive x negative externalities
- not counting total production costs,

use and disposal of products / services
→ transfer of these costs to other market participants

spatially (elsewhere) or temporally (other times)

Předvádějící
Poznámky prezentace
https://homerdixon.com/we-must-green-the-market/



Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

Can you mention any specific type of positive or negative externality?
https://www.polleverywhere.com/free_text_polls/w0Z7SOMtdD0EZj0sMrrmU



Externalities
"Unintended effects of economic activity
which are not reflected in market transactions 

Positive x negative externalities
- not counting total production costs,

use and disposal of products / services
→ transfer of these costs to other market participants

spatially (elsewhere) or temporally (other times)

→ market damage 
- the entrepreneur does not receive the correct signal about the 

effectiveness of his activity
- the buyer does not receive the correct signal about the scarcity of the 

purchased goods (underestimation of the price of the goods)

„Indeed, everywhere we look, we see products whose prices
don’t reflect the true environmental costs of their production.“ 

T.H.Dixon, We must green the market

Předvádějící
Poznámky prezentace
https://homerdixon.com/we-must-green-the-market/



Předvádějící
Poznámky prezentace
http://www.newscientist.com/article/mg15420821.300-dont-ignore-natur
http://www.vcelarske.estranky.cz/clanky/zajimavosti-ze-sveta-vcel/ekonomicka-hodnota-vcel.htmles-bottom-line.html
http://www.businessinsider.com/collapse-of-the-honeybee-industry-could-cost-hundreds-of-billions-of-dollars-2013-6

http://www.newscientist.com/article/mg15420821.300-dont-ignore-natures-bottom-line.html
http://www.newscientist.com/article/mg15420821.300-dont-ignore-natures-bottom-line.html


Internalization of externalities
„Polluter pays" → burdening the polluter with extra-market costs that are 
otherwise involuntarily payed by the public and future generations
- including negative externalities in the price of the product 

→ price increase → product not for sale → producer forced to 
change production to reduce negative externalities



Předvádějící
Poznámky prezentace

Poll Title: Do not modify the notes in this section to avoid tampering with the Poll Everywhere activity.
More info at polleverywhere.com/support

Can you imagine any practical issue of the interanalisation of externalities (e.g.polluter pays principle)?
https://www.polleverywhere.com/free_text_polls/2Cp1fU5fpR2QEQGYHcyOD
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