A Sound European Environmental Policy: Challenges, Possibilities and Barriers





Jan van der Straaten





Environmental Politics, Volume 1, Nr. 4, Winter 1992, pp. 65-83








This article focuses on the EC environmental policy, as it did become a legally recognized part of European policy with the signing of the Single European Act. The environmental policy of the EC finds its roots in traditional neoclassical economic approaches, giving attention to the concept of the negative external effect, which should be neutralised by government policies. However, it is extremely difficult, and in many cases impossible to give a market prive to the environment. Traditional neoclas�siccal economics focus on topics such as income per capita, employment and the level of production. This implies that environ�mental aims are very often marginalised by vested economic interests, and among them the pollu�ting industries are not the weakest ones, using these traditi�onal argu�ments. In the EC this diver�gence between the interests of produc�tion on the one hand, and the unpriced production factor 'natural resour�ces' on the other hand, has not been solved till now. The solution of this problem is only possible if labour and capital do no longer misuse the production factor 'natural resources', but understand, both of them, that a sound environment favours production possibilities in the future. The Single European Act contains, anyhow, the conceptual framework to realise this.





1. Introduction


Before the signing of the Single European Act there was, as other contribu�tors to this volume point out, an environmental policy of the European Community; but only with the SEA did environmental protection become a legally recognised part of European policy directly related to the princi�pal aim of the EC - namely, the integration of the economies of the European countries. The purpose of this article, therefore, is to examine the relationship between environmental and economic policies and the implications of this relationship for the establishment of a sound environ�mental policy. Special attention is paid in the first Section to the impact of traditional economic theories in the field of economic and environmental policies; in the second Section the way in which the EC decision making process itself affects the integration on environmental issues is conside�red; and in the third Section attention is paid to the theoretical founda�tion of environmental policy. The fourth Section then demonstrates the importance of non-EC institutions for the implementation of a sound environmental policy in Europe, and the final Section examines the potenti�al that the completion of the Internal market holds for environmental protection.





2. The Underlying Economic Theoretical Paradigms of the Euro�pean Communi�ty�


Clas�sical economists believe that the value of a good is determi�ned by the quantity of labour which was neces�sary to produce a good. This is called the Labour Theory of Value. The starting point in this theory is a constant quanti�ty and quality of nature [Ricardo, 1823]. Producti�on and con�sumption do not have a negative effect upon the quantity and quality of natu�ral resources [See among others Dietz and Van der Straaten, 1990].


	Classical economists depart, however, from the Law of Diminishing Returns as well [For exceptions see Dietz and Van der Straaten, 1992]. According to this law, the production of goods will decrease in the course of time, in spite of an increasing input of production factors. The theories about population of Malthus [1798] and the Steady State of J.S. Mill [1886] are derived from this Law of Diminishing Returns. In this way of thinking natural resources are the key factors in the production process. One may therefore argue that clas�sical economists have laid the basis for the theoretical insight that in production three production factors are used, namely labour, capital and natural resources. 


	Generally speaking, one can argue that the traditional neo�classical theory still is the dominant analytical framework when economic issues are at stake. The most relevant starting point in this framework is that economic value can be found on the market where supply and demand can meet each other. This market price is a reflection of the costs made to produce the product and is also related to the subjective value expe�rienced by the consumer. This implies that the value of a good is related to market prices. Marshall [1890] can be seen as the founder of these theories. Neo-classical economists consider the market process of grea�ter importance than classi�cal economists generally do. This is caused by the change which took place during the process of the Industrial Revolu�tion. The Industrial Revolution was characterised by a totally different use of natural resour�ces. During the Industrial Revolution a conversion took place from flow entities to stock entities, when natural resources were used. As a result, an incre�ase in the production of goods could be realised. Stock enti�ties such as coal and iron ore became the new cornerstones of welfare.


	This production, on a large scale and concentrated in place and time, needed an outflow to the world market. It speaks for itself that economists in this period increasingly concentrated their analysis on the market process. This deve�lopment also changed the way in which economists looked at the importance of natural resources. Neo-classical economists saw with their own eyes that there was an abundance of natural resources. This abundance resulted in a stream of inventions, especially in the field of physics. This technological deve�lopment gave new impulses to industrial growth processes [Marshall, 1925: 180]. So the importance of the production factor 'natural resources' was moved to the background.


	The rise of the market process and the development of neo-classical economic theories related to it cannot be des�cribed as an independent phenomenon. When natural resources are at stake, the changes which took place in the use of them are at least as important. The conversion to stock entities led 'by definition' to the exhaustion of these resources; besi�des, the discharge of these materials into the ecocycles will lead to important damage to these cycles. The discharge of great quantities of these materi�als, not common to the envi�ronment, led to a kind of environmental disrup�tion which was unknown to mankind. In our view this disruption is so severe that this phenomenon is discussed as a serious social and economic problem.


	Traditional neo-classical economists did not recognise these pro�blems, for in their period this phenomenon was hardly evident at all. The volume of stock entities was extre�mely large related to the use of these resources and so they were seen as inexhaustible. The disruption of ecocycles occur�red only locally and on a small scale; global disruptions were not at issue. This development was steered by the dynamics of the market process and a continuing substitution of production factors took place. As long as limits to the use of natural resources have no relevance, an increase in production is possible. This development led to the situati�on that econo�mists did not discuss the problem of natural resources between 1870 and 1960. Only a few individuals issued warnings about these problems [King, 1919; Fabricant, 1947; see also Martinez Allier and Schluepmann, 1987]. This neglect of environmental problems was not only found in neo-classical circles. Marxists demonstrated the same limited vision as far as environ�mental problems were concerned [Ullrich, 1979; Dietz and Van der Straaten, 1990].


	In the neo-classical approach, however, there is an initiative which can help to analyse and solve the problem; Pigou developed the concept of the external diseconomy and elaborated this in the direction of environmen�tal problems. [Pigou, 1920]. The negative effect is caused by the fact that market parties have a negative influence on the welfare of non-market parties. It is called external because it is found outside the market, which is in the core of the theory. As a result of this phenomenon social cost price is not the same as private cost price and so an optimal alloca�tion of production factors is disturbed.


	According to Pigou, the solution can only be found by actions of the state as an economic actor, which should serve the common good. The state can realise this by making an inventory of negative external effects together with the related costs. These costs are transferred by the state to the polluting industries. By doing this, social cost price is the same as private cost price again, and an optimal allocation of production factors is restored. For many years this approach played only a theoretical role; and no attention was given to this concept until environmental problems were seen as a severe social and economic problem [Blaug, 1978].


	It is obvious that economists, when confronted with environ�mental problems, started to use the concept of the negative external effect. They knew the concept and at first glance one gets the impression that it can be used successful�ly. Mishan [1967], for instance, used this concept for the core of his criticis�m on the neglect of environmental problems. In the Netherlands Hueting [1980] in particular, tried to use this concept for an analysis of environmental problems. This appro�ach, however, presented a number of pro�blems in the field of quantification of costs and benefits of environmental measures [See also Opschoor, 1974]. This implies that preferences regarding a sound natural environment could not be calculated. But in this situation it is also true that the prices of goods and services which are produced at the expense of the environ�ment are not a real reflection of the sacrificed scarcity.


	The response of economists to this problem has been quite different. The majority acts as if the problem does not exist, a view which suggests that economics only deals with the inte�rests of labour and capital. The production factor 'natural resources' is given attention only in the case when it is bought and sold on a market. In this view economic parame�ters are only those elements which have a meaning in the context of the market process, such as employment, the deficit of the state, the price level, the level of production, the balance of payment, and so on. Environ�ment and nature are, for these economists, something like the Third World, the community centre and public health. One cannot avoid doing something with them; but if economic situations become worse there is only one soluti�on: reduce the budget for these expenses. This approach is very popular in the present economic policy in many countries of Europe [see e.g. Rutten, 1989]. In many cases this starting point has the result that national authorities do not protect the environment, but their own polluting industries [Dietz, Van der Straaten and Van der Velde, 1991; Van der Straaten, 1990].


	Many environmental economists do not realise that this appro�ach is connected with the lack of a generally accepted econo�mic theory regarding natural resour�ces. If an optimal point of pollution cannot be determined with the help of the price mechanism, other steering mechanisms should be develo�ped. Such a steering mechanism is of great importance. If one does not have such a steering mechanism at one's disposal, no economic state�ments about the allocation of the production factor natural resources are possible. Goudzwaard [1970], Baumol and Oates [1988] and Daly [1972 and 1977] have chosen to argue these pro�blems within the realm of economic policy. This approach has the advantage that in economic policy every subjective star�ting point can be introduced without serious problems. This appro�ach prevents the researcher from being blamed for intro�ducing subjec�tive elements into the economic theory itself. In this approach the theory itself remains free of values and norms.


	Introducing the environment into economic policy and not in economic theory, does not solve a huge problem. In reality everything in economic theory stays the way it was, when using this approach. From an analytical point of view, the producti�on factor 'natural resources' will be kept outside economic theory. One could defend such an approach, if there was not such a long tradition in economic theory to make a distinction between labour, capital and natural resources as an independent production factor. It is possible, of course, to deviate from such a tradition and to restrict economic theory to labour and capital. In the present situation, however, with enormous environmental problems which threaten the possibilities of production in the long run considerably, one cannot defend this approach One cannot escape from the necessity of giving the production factor 'natural resources' the same weight as labour and capital when analysing economic problems. There should be an integration of the produc�tion factor 'natural resources' into economic theory. The role of nature and the environment in economic theories is of great importance. Without a useful theory it is impossible for economists to have sound arguments in the field of envi�ronmental problems. An important question in economic theory is the definition of the value of economic goods; in this case the value of natural resources is especi�ally important. 


	The arguments and starting points mentioned previously have had a significant influence on EC environmental policy. The main argument of the Treaty of Rome is the establishment of a common market. In traditio�nal neoclassical theories it is a starting point that a common market of several countries will lead to an increase in welfa�re. The more the market expands, the more producers are able to specialize resul�ting in economies of scale. Producers are able to produce at lower costs. Consumers benefit from lower production costs, which will lead ceteris paribus to a higher welfare. In addition, a common market leads to a lower neces�sity of government intervention in economic life. The expenditure of the government can therefore be lowered.


	With respect to the European Common Market these kinds of arguments are often used. When harmonisation of the rules is at stake, the arguments of lower expenditures for national states are also often mentioned, because there is a decreased necessity of control at the boundaries of national states.


	Based upon these issues, the European Commission asked a special committee under the chairmanship of Paolo Cecchini to estimate the costs of the as yet not completed common market. In their report the Cecchini-group calculated the economic advantages of the abolition of especially, the non-tariff barriers between the member states of the European Community. Table 1 contains the most important results from the Cecchini-report.





Table 1. The most important economic results from the Cecchi�ni-report 


Growth of production (in % of GNP)			    	    4,5


Decrease of price level of consumption (in %)		    6,1


Decrease of governmental deficit (in % of GNP)		    2,2


Increase of employment in mln jobs				    1,8


Decrease of unemployment (in % joints)			    1,5


Source: Cecchini et al 1988: 151, 183


When the decrease of the government deficits (2.2 per cent) are used for tax reductions and governmental investments, the production will increase by 7.5 per cent instead of 4.5 as mentioned in Table 1. These optimistic calcula�tions of the Cecchini-committee have been criticised [Centre for Business Strategy, 1989 and Central Planning Bureau, 1989]. Generally speaking, the picture that the Commission presents is considered to be too optimistic. Therefore, the calculations should be seen as a possibility rather than as a real growth of the European economy. This criticism, however, does not put anything in the way of the idea that competition in the European Market will result in a substantial increase of production.


	In the Cecchini-report no attention is given to the effect of a rise in production on environ�mental disruption. An increase of production will also create new scarcity if we want to incorporate the environment into economic welfare [see for instance Mishan, 1967; and Dietz and Van der Straaten, 1988]. Fresh air, the availability of fossil fuels and mine�rals will become more scarce as a result of the increase of production. In many cases this increased scarcity is not reflected in higher market prices; so the increased scarcity of environmen�tal goods will not be registered by traditional economic parameters. But the increase of production caused by the completion of the Common Market will lead to increasing envi�ronmental deterioration and increased scarcity of environ�men�tal goods.


	Yet, a lack of international coordination is often mentio�ned as an impor�tant cause of the frustration in the debate about environ�mental disruption. As long as coun�tries are able to poison rivers and oceans the environmental problem is 'exported' to other countries. The comple�tion of the European Market could, theoretically, offer an opportunity to abate international environmental disruption. It is difficult, however, to imagine that this development will be realised, as in reports like the Cecchini-report, the integration of environ�mental protection is not at stake.


	Summarising we may conclude that traditional neoclassical theory, which is dominant in mainstream economics does not have sufficient catego�ries to analyse and describe environmen�tal problems. The focusing on the market and market prices implies that environmental policy is always in a weak position when 'real' economic issues are at stake. In this situation it is extremely difficult to establish a coherent system of environmental policy including ends and the formulation of needed instruments to reach the ecological ends. It should not surprise us that it took approximately 30 years from the beginning of the establishment of the European Commu�nity before the EC explicitly formulated - on paper! - that envi�ronmental policy was a responsibility of the commu�nity. In section 3 we will investigate which difficulties there are for the European Community to construct a sound environmental policy using effective instruments.





3. The Decision-making Process in the EC�


Roughly speaking the EEC treaty envisaged decision-making by majo�rity voting in the areas of the EEC's exclusive authority. However, common standards were to be achieved by unanimity through the process of harmoni�sation: the approximation of such provisions, laid down by national law, regulation or admi�nistrative action in member states, as directly affect the establish�ment or functioning of the common market.


	In practice the distinction between majority voting and unanimity was lost, as all decisions were made unanimously. This turned out to be an excellent procedure for not reaching any decisions at all, as compromises satisfying the six, nine, ten and later twelve national bureaucracies and the one EEC bureaucracy, could be frustrated by any one of them saying no. The EEC habit of non-decisions took one of two forms: either not�hing was done at all, or unyielding points of view were glos�sed over by vague or contradictory legal texts. Public decisi�on-making became a paradise for private lobby activi�ties: you only have to succeed in one of the 13 capitals to suc�cessfully ward off any unwanted EEC regulation, or harmo�nisation of national standards, thus leaving the field open to different national regulations and the protectionism that may be enshri�ned in them.


	This gave rise to an arduous process of testing whether these national standards could be allowed to infringe the free movement of goods normally required in a common market. In order to do so these national standards had to fulfill the requirements of Article 36 which did not preclude prohibitions or restrictions on imports, exports, or goods in transit justified on grounds of public morality, public policy or public security; the protection of health and lives of humans, animals or plants; the protection of national treasures pos�sessing artistic, historic or archaeological value; or the protection of industrial and commercial property. In the litigation before the Court of Justice these grounds were expanded by the rule of 'reason', stating that as long as the decision-making process was stagnated on EEC level, it was reasonable to accept national divergence.


	Another factor weakening the EC's capacity to set up an effective policy is the so-called democratic gap, pointing to the fact that contrary to West European tradition, law making in the EC is not done by the representatives of national governments meeting in the Council of Ministers and acting on the advice of the EC Commission. This democratic gap severely hampers public debate about possible measures to be taken, as there is no really relevant parliamentary debate, and decision on EEC regulations and guidelines are shrouded in the secrecy of the Council.


	The European Parliament's frustration about its merely advisory capacity, and the frustration of major industries about the continued fragmentation of the common market into national markets, combined in a drive to change the treaty. The result of this process left the European Parliament some�what short-changed: the political solution of the European Union is not to be found in the old treaty. The advocates of the real common market appear to have carried the day, as the original goals were restated, this time under the catchword of the internal market. Majority voting was once again adhered to, and for the first time extended to the harmonisation process. The political negotiation process set up for harmoni�sation under article 100 (requiring unanimity) was derogated by article 100A which requires a qualified majority for the adoption of measures necessary for the internal market. Al�though the adherents of the completion of the internal market may have carried the day, this may by no means be permanent, as an exemption of Article 36 was built into the decision-making procedure, allowing a member state to deviate from the majo�rity. This might make possible the differentiated integration advocated by Hey end Jahn-Böhm [1989].


	Still the enhanced status of majority voting made the democratic gap more painful. Therefore a new cooperation procedure was written into the treaty, binding the law-making Council of Ministers to the European Parliament in a delicate procedure. The outcome of this procedure may be that a quali�fied majority in the Council, acting in accordance with the Commission, can give an absolute majority in the European Parliament the opportunity to force a majority decision on the council. This is so because amendments made by Parliament, and accepted by the commission, can only be amended by the coun�cil if it acts with unanimity. A lobby now needs one member state acting in accordance with the commission and the absolu�te majority in Parliament, to enact the latter's wishes. In other words it in an other way, a negative lobby has to be successful with either the commission, the majority in Parliament or all 12 national capitals in order to ward off an unwanted regulati�on or guideline.





4. A Sound European Environmental Policy


In section 1 the conclusion was drawn that the calculation of social costs as a result of environmental pollution is not possible in most cases, due to the lack of a market where envi�ronmental goods are bought and sold. This implies that the implementation of levies, which is an important instrument in neoclassical approaches, is accompanied by significant pro�blems. There is no information about the desired level of levies which are necessary to curb environ�men�tal pollution to the optimal pollution point, where marginal social costs of environmental pollution equals marginal social benefits. It should not surprise us that the implementation of economic instruments in European environmental policy is a rare phenomenon. Legisla�tive procedures are the common practice. 


	Legislation has the advantage that authorities are rather sure about the effects of it on the level of pollution. They can, indeed, force industries to limit their emissions. Most economists argue that this situation is not optimal from an economic point of view [Peeters, 1991]. When, for instance, introducing marketable emission rights, these rights will undoubtedly be used by industries which are able to reduce emission at low prices. The crucial question in reality is, however, how many permits should be given - or sold - to which industries. Until now, this problem has not been brought to a solution.


	This implies that ubtil now legislation has been the normal procedu�re, which gives the polluting industries the possibility to negotiate with the authorities about the maximal emission of polluting substances to be included in the permit. This brings authorities into a difficult position, as they are, from an environmental point of view, not interested in the maximal level of emission, but in the level of depositions. However, there are no well-defined relations between emissions and deposits. In addition, in many cases, such as air and water pollution, the emitted substances are transported to other countries increasing the level of the deposits abroad. 


	Authorities need the help of polluting industries. Without technical information about the polluting production process authorities cannot possibly formulate the complicated text the permits require. Generally speaking, the people in the pollu�ting industries have a much better technical knowledge of the production processes than the people in the ministries responsible for the permits. This causes authorities to be in a dependent position. But there are more complications. Severe norms in environmental policy will undoubted lead to higher production costs. These higher costs will influence the competi�tive position of these industries. Anyhow, these industries do not hesitate to accentuate this, as has been the case when proposals came up to implement an energy tax. Polluting industries can use traditional economic arguments to neutralise a sound environmental policy. And in many cases they do. From the previous discus�sion it becomes clear that this will leave environmental policy in a difficult position from an economic point of view. The negative effects of environmental measures on the 'economy' are given full attention by quantifying them, while the positive effects of this policy are very difficult to translate into economic benefits. Summarising one may conclude that the weakness of dominant neoclassical economic theory to analyse and describe environmental problems gives polluting industries a strong starting position in negotiating with national or international authorities when the introduction of severe norms comes up for discussion.


	If neoclassical approaches do not take us far in solving the economic analytical problem of natural resources, we are forced to look for a more appropriate approach. In our opinion, two levels should be distin�guished. In the first place, there is the problem of using increasing quantities of stock entities, as was mentioned in the discussion of the Industrial Revo�lution. In the second place, there is the manner in which mankind uses the yields of the ecocycles. Both problems will be discussed.


�	The use of natural resources takes place within the social sy�stem. The crucial point of discussion is to integrate the dynamics of the ecosystem into this social system. In neoclassical thinking this is either neglected or supposed to be realised by the dynamics of the market mecha�nism. However, as we have argued before these assumptions do not meet reality. As a starting point for the working of our model we will take the notion of sustai�nable deve�lopment, which has been propagated by the Brundtland Commission [1987] as an attempt to close the gap between economic analysis and environmental policy. This concept of sustainable development has been given full attention by many economists. The problem is how to define such a generally accepted concept [see among others Kuik and Verbruggen, 1991; Opschoor and Van der Straaten, 1993]. We will try to use this concept taking the possibilities of the ecosystem as a starting point for economic analysis. In this sense the model may work if a certain num�ber of limiting conditi�ons are fullfil�led. In principle it is pos�si�ble to stop the extrac�tion of materials from the stocks and not use them in the social system. It is impossible to accomplish this in the short run. The aim of a diminishing use of these materials is a good starting point. This is likewise true for raw materials and energy resources.


	Such a change in production processes leads to a decrease in the use of ores and fossil energy resources. This change can only be realised when the recycling of fossil materials will become a common practice in produc�tion. However, energy cannot be recycled. So, the only possibility is a drastic change in the direction of energies from flow quantities such as sun and wind energy. As a matter of fact this will have an effect upon the earnings of many countries in the Third World which are largely dependent on the export of such materials as iron ore, copper and oil. In the industrialised part of the world these materials are bought and used in the production process, causing an environmental problem when these materials with which the environment cannot cope, are emitted in the environment. The problems for the exporting countries in the Third World cannot be discussed here [see among others Opschoor and Van der Straaten, 1991].









































Figure 1. Global Interaction between the System of Production and Consump�tion and the Ecosystem





Consequently, the total discharge of materials alien to the envi�ron�ment would decrease. Moreover, the exhaustion of fossil resources would be slowed down. Technological development can play a very important role in this process of conversion. Current economic instruments can be used to realise this policy. With the help of charges, subsidies, controls and de�mands, the desired development can be influenced by government. Subsidies should be given from collective funds to steer technological development in the di�rection of saving the environment.	


	As was demonstrated previously, traditional cost-benefit-analysis cannot solve the problem of the determination of the optimal pollution point. Indeed, the price mechanism does not give sufficient information for this purpose. The determination of this point is, however, of great impor�tan�ce. There is only one instrument which can be used. When charges of ma�terials from the stocks are at stake, the functioning of the ecosystem it�self is the norm which should be used. These norms are sought as a way of rea�lising a certain level of discharge, which is sustainable from an ecolo�gi�cal point of view. These norms have to be established by the government or other au�thorities; critical loads, emission limits and extraction quotas can be used in this respect. Such an environmental policy can be realised with current eco�no�mic instruments. The price mechanism can play an impor�tant role. In many cases, however, these instruments cannot solve all of the pro�blems; physical regulation may be a necessity. The working of these instruments is completely diffe�rent from the situation in traditional neo�classical the�ory, in which the negative external effect should be quanti�fied by authorities. The govern�ment can internalise these social costs by the implementation of an environmental policy. In our model the norms ori�ginate in the ecologi�cal system with the aim of reaching a sustainable de�velopment. Prices are an instrument to realise the ecologically desired ends, which were mentioned before. Furthermore, when a certain natural resource is used, the dimension of this resource is at stake. This dimensi�on is not a static entity; the resource can in some cases be regenerated [see Opschoor and Van der Straaten, 1993].


	It is exactly this integra�tion of economic analysis and environmental policy which causes the difficulties in realising a sound environmen�tal policy. This integration is in fact the re-integration of the unpriced production factor 'natural resources' in economic theory, as has been the case with classical economic approaches. One may argue that neoclassical analysis is a theoretical system which finds its origin in exactly the neglect of unpriced production factors. The reality of nowadays vis-a-vis the quality and quantity of natural resources, forces the theoretical economic system to integrate this factor again in economic theory and to implement a sound environmental policy based on such a theory. This is a far from easy task.


	The priced production factors 'labour' and 'capital' with their firm position in neoclassical economic theory were able to 'solve' their problems by putting the unpriced production factor 'natural resources' to the margin of economic reality. By doing this they were able to create powerful positions during the last century in the state and the state machinery. The result is, that generally speaking, the ministers of Economic Affairs are not dealing with economic issues (including natural resources), but with production and consumption to the advantage of the positions of labour and capital. In this process they brought about the present deplorable state of nature and the environment. 


	The threat to nature and the environment by polluting industries without any costs increased the relative competitive power of these polluting industries. If the emissions will be brought down with the help of environmental policy, one may not expect that these competitive pollu�ting industries will give up their powerful position without any struggle. On the contrary, these industries have been trying and will keep on trying to defend their positions by arguing about the importance of their indus�tries to employ�ment, value added, the export position or the trade balance. All of these arguments are in favour of the priced production functions 'labour' and 'capital'[Van der Straaten, 1990, Dietz et al, 1991].





5. Other European Initiatives


In many discussions about a European environmental policy one may get the impression that only the European Community can solve environmental problems in Europe. This is far from true for many environmental pro�blems. It depends on the scale of the problem. In most cases environmen�tal problems are recognised as serious when the victim is able to 'prove' that his environmental position is severely damaged by economic activities of other countries.


	Indeed, in the first part of the seventies the international activi�ties of the Scandinavian countries, which argued that their environment was serious�ly affected by air pollution emitted by other coun�tries, brought this problem on the international agenda of the United Nations Stockholm Conference of 1972. But even then other countries were not willing to take serious measures. They argued that first of all it should be proved that they were responsi�ble for the bad condition of the Scandinavian lakes. Such a problem could not be solved in the context of the European Community as several of the countries involved were not members of the EC. The way out was found by the Economic Commission for Europe, being a part of the United Nations. They spent funds on massive research in the Scandinavian coun�tries. The results of these investigations were clear: air pollution was largely a transboundary pollution having very signifant negative effects on the ecosystems of Scandinavia [ECE-EMEP, 1981; Drabløs and Tollan,1980]. The sources of this pollution were mainly located in the industri�alised areas of Northwestern Europe. It was this information which forced the European countries to take measures, resulting in the Helsinki- and Sofia-protocol, where significant reductions in the emissions of NOx and SO2 were agreed.


	Regarding the pollution of rivers and seas we see similar situations. There are for instance only a limited number of European countries in�volved in the problem of the pollution of the Rhine. These countries are negotia�ting about the diminution of emissions. In particular the down�stream countries such as the Netherlands and Germany are in a difficult position as they must make costs for the purification of Rhine water, which is used on a large scale as a source for drinking water. This puts them in a diffi�cult position as the salination of the Rhine, mainly caused by French indus�tries, demonstrates. Until now France has managed to let the Dutch authorities pay to stop this salination. However, this payment did not have any effect till now. French industries continue to discharge salt into the Rhine. By the way, this is a perfect example of the non-working of the polluter-pays-principle in international situations. In this case it is the victim who has to pay to persuade the polluter to stop his polluti�on. Even in the case where the victim pays, the polluter still goes on with his polluting activities.


	This salt problem of the Rhine should not cast a shadow over the many positive effects of the negotations of the countries involved in the pollution of the Rhine. Though these negotiations took a long time and were in many cases laborious, the positive effects should not be overlooked. The quality on the Rhine water is improving in particular as regards oxygen demand. The burden of heavy metals and non degradable chemicals is still very high and poses a threat to water quality.


	Regarding water quality there is an abundance of negotations between countries on the Meuse, the Scheldt, the Baltic Sea, the Mediterranean Sea, the North Sea, and the Danube. Some of these negotations have not had the desired effect as is the case with the Scheldt, where the Nether�lands and Belgium have been unable to improve the quality of the water of the Scheldt. The federal structure of Belgium and the complete neglect of pollution problems in this country have until now worked as absolute barriers. The negotations regarding the water quality of the North Sea and the Mediterra�nean are proceeding more satisfacting (on paper at least). In all these cases we see that institutions and politics are the most impor�tant barriers. The victims are always in a weak position.


	It is often argued that cooperation in the EC will generate new possibilities for the solution of environmental problems. Regarding the conflicts about the water quality of rivers and seas it is doubtful that this will be the case. The institutional barriers between adjacent coun�tries such as Belgium and the Netherlands regarding the Scheldt and the Meuse are so great that one cannot imagine that EC regulations can solve these problems.


	In some cases environmental problems have a global character, such as the greenhouse effect and the deterioration of the ozone layer. This implies that European institutions cannot solve these problems. It is at world conferences such as that in Rio de Janeiro that these problems should be discussed. As a matter of fact it is desirable if the European Community will have an uniform standpoint at these conferences. 





6. The Single Internal Market - 1992 and Beyond


The Single European Act will give significant�ly better possibilities for the implementation of a sound environmental policy than has been possible under the Treaty of Rome. One should not overlook, however, that the willingness of the European Community to implement a sound environmental policy, is not the same thing as the realisation of it in the future. It cannot be denied that the recent formulation of the Articles regarding environmental policies is a good thing. However, we have seen in the countries of Western Europe, all of them having significant formulations about the implementation of a sound environmental policy, that they were not really successful in the realisa�tions of these aims [Van der Straaten, 1990; Alcamo, Shaw and Hordijk, 1990].


	The release of the Fifth Environmental Action Plan is an issue of importance. Ryan [1991] demonstrates that this programme is an ambitious one giving a lot of opportunities for the realisation of good policy. One should not forget, however, that this is a plan on paper and nothing more. There are significant barriers and pitfalls which may hamper the implemen�tation of such a policy. 


	First of all one should not forget that this Action Plan has been delayed by many months as a result of the massive obstruction organi�sed by traditi�onal vested interests of labour and capital in the core of the European Community. This obstruction is an example of the controversy between economic analysis and environmental policy which was discussed previously. There is a potential conflict between the interests of pollu�ting industries and the implementa�tion of severe norms in environmental policy. Agricultu�re, traffic, the use of energy in general, air traffic, water pollution, acid rain and the emissions of non-degradable chemicals and heavy metals are a significant threat to the environment, of which the solution is far from realisation. The solution to these problems cannot be realised without a decrease in emissions and perhaps of production. 


	These threats are not evenly distribu�ted over all countries of the European Community as is the case with emissions of polluting industries. This implies that all countries of Europe have different interests in curbing the specific emissions of certain industries. When agriculture and traffic by trucks are subject to environmental policies Dutch farmers and truck companies will do what they can to avoid severe norms and will certainly argue that other sectors of the economy are more significant polluters. This causes the European Commission to be in a difficult position. In addition, it is becoming more and more clear that certain parts of Europe are more vulnerable to for instance air pollution than others [Hettelingh, Downing and De Smet, 1991]. This implies that it could be defended to introduce flexible norms related to the buffering capacity of the ecosy�stem. This problem is exacerbated by the economic differences between countries in the southern part of the European Community and the northern part of it. Portugal, Spain and Greece will inevitably argue that the introduction of severe norms are important for relatively rich coun�tries, but not in their economies which are just begining to develop their indus�tries.


	Considerable doubt about the Action Plan emerge: the concept of shared responsibility is the general line of the plan. The result of this concept is a plea for the introduction of cove�nants with the polluting industries. But the experience of these covenants in coun�tries of Europe are disappointing in many cases. The authorities are thus the prisoner of the polluting industries. In the plan strong arguments are used for the introduction of market oriented instru�ments. It is not clear, however how these instruments can be introduced [Jensma, 14 March 1992].


	It is likely that the European Community will have to face important economic problems in the near future. The re-unification of Germany will inevitably absorb a huge amount of investment, which will bring Germany in a difficult competitive position. The current depression will attract a lot of energy to solve problems of unemployment and the transformation of agriculture and other industries.


	One may conclude therefore that the Fifth Action Plan is a good starting point for the implementation of a sound environmental policy. However, it is not clear how this can be realised. There are significant pitfalls and barriers in the field of the integration of the unpriced production factor 'natural resources' in economic analysis.





7. Conclusions


From the foregoing discussion some conclusions may be drawn:


-	In traditional neoclassical economic theories there are no useful categories to analyse environmental problems, as this theoretical framework focuses on market values when economic goods have to be priced. Environmental goods do not have, in many cases, a price, however. 


-	This has had a significant influence on economic policies in Western countries. There has been a widely accepted opinion that economics is related to production and consumption, and to the priced production factors labour and capital. In this view the environment is something outside the economy.


-	This opinion is untenable when industrial societies are more and more confronted with a dramatic increase in environmental issues, which cannot longer be ignored.


-	In the Single European Act an attempt is made to realise a sound environmental policy. One could say that this Act incorporates a framework of sufficient quality to realise.


-	The concept of Sustainable Development as has been introduced by the Brundtland Commission can play a significant role in curbing polluti�on and the degradation of natural resources. However, the concept of Sustainable Development is not an easy one. The concept should be filled with concrete measures, from which the decrease in the use of stock resources, raw materials as well as energy, is an important one.


-	One should not overlook, however, that until now polluting industries have been able in many cases to stress their importance to traditio�nal economic variables such as income, employment and the level of production, resulting in a subsequent weakening of environmental policies.


-	The only way to neutralise these efforts can be found in the recogni�tion by both the production factors labour and capital that a sound environment is a prerequisite for the possibilities for production and consumption in the future. Environmental groups can play an significant role in this process.


-	In many cases controversies between nations about environmental issues, can be solved easier outside the European Community. This is in particular the case when only a limited number of countries are involved in a specific topic such as the Baltic Sea, the North Sea, the river Rhine and the Medi�terra�nean Basin.
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� This issue is discussed in more detail by Dietz en Van der Straaten (1991 and 1992)


� For the text of this section a part of an article by Dietz, Van der Straaten and Van der Velde (1991) has been used.








