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INDUSTRIAL ECOLDGY

A skeptic’s view:
There’s no free lunch

Indusirial symbiosis may sotnd promising

the goodwil of a few firms. Let’s
not depend upon their goodwill, let's de-
pend upon their profit motive. Let’s
make it in their interest to do it, then it
won’t be four or five companies, it'll be
four or five million.

To what degree are any of these
» approaches transferable from
one institutional centext or culture to

they become cleaner.

@n What does that suggest?
That the cleanest countries are
o both the richest and the poorest,
and the countries that are the dirtiest
are the countries in the middle. Mexice
and Eastern Europe are good examples.

and even be technically possible. But does Tt is not the extreme develaping coun-

it make sense lo an economist? No, savs
Robert Stavins, professor of economics
at Harvard University and according

to BusinessWeek, one of the lop len
promising young economists in the
United States. Stavins, who is a con-
sultant to the President’s Council on

with Daniel Passent, editor of The
WorldPaper.

More and more “green’’ fac-
« tories and ecology-minded en-
terprises are being founded. Is
another armistice now being signed,
this time between industry and the
environment?
During the transition period in
« the US, when Clinion and Gore
were coming in, people making plans for
the new administration expressed the
sentiment that there could not bhe a
trade-off between environmental protec-
tion and economic growth, that in fact
they went hand in hand. The question is,
bow can that promise or slogan be made
a reality? The truth is that there are
irade-offs in life, that this is a world of
scarce resources and that environmen-
{al protection canmot come at zero cost.
There is no free lunch.

Private industry in capitalist societies
acts on its own behalf in order to min-
imize its costs. In doing so, it is going to
attempt to minimize the amount it
_spends on environmental control. This
is not to say that pecple in private in-
dustry are any less personally environ-
mentalist than others, rather that in their
business they will attempt to minimize
all costs, whether they be the costs of
tabor, of capital, or of emnronmental
protection.

On the other hand, there is a whole
set of alternative approaches to en-
vironmental regulation which can enlist
{ industry on behalf of environmental pro-
tection. And there has heen something
of an acquired revolution around the
world, particutarly in the OECD coun-
tries, but also in the emerging market
econcmies of Central and Eastern
Europe. This revolution utilizes the so-
called market-based approaches to en-
vironmental protection: pollution taxes,
tradable permit systems and the like.

Can enterprises or groups of en-

"o terprises be designed in a way
that the waste from one becomes the
energy or raw material for another in
a system that somehow emulates

" | nature?

It is absurd, at least from an eco-

« nomic perspective, and I mean
- | ftom an environmental economic per-
-.|-spective, to think that it would be opti-
*|-mal to utilize 100 percent of the waste

Environmental Quality, shares his doubts
about Industrial Ecology in an interview

products from industries in additional
production. The question becomes
whether or not the benefits, including
the environmental benefits, are greater
than the costs. If the costs are greater
than the benefis, both economically and
environmenta]]y. then thera is no reason
to do it.

In terms of how this already happens,
it’s absolutely ubiquitous. The entire
emergence of the so-called mini-mills
and the changes in integrated steel pro-
duction in the United States over the last
20 years feature the important use of
scrappage in steel production. Yet this
didn’t even begin 20 years ago. The use
of scrappage in steel production goes
back hundreds of years, So this has been
a constant feature of mdustrial production.

In the case of agriculture, Jet’s look at
poultry production. What do pouitry
farms do with the chickens when the
chickens are too old to produce? Do they

“throw them away? No, those chickens

become what are called soup chickens.
‘What about the feet of the chickens? In
American society we tend not to eat
chicken feet, so are they thrown away?
No, they go to China, or more likely,
they become animal feed, The waste,
the actual droppings from the chickens,
is used to make nitrogen fertilizer,

If there is any valee to a waste pro-
duct, then it is already being utilized.

. The question becomes, what about

waste products that are not utilized? If
itis environmentally desirable that they
be utilized, then there are ways, through
laws and regulations, of making it in the
interest of firms to go ahead and use
these other by-products as well.

The whole power of the de-central-
ized capitalist economy comes from the
fact that it is de-centralized. Because of
this, hundreds of thousands of entre-
preneurs across the country are more
likely to identify opportunities than are
the bureaucrats sitting in Washington,
DC or Boston. That is the power of the
economy.

S0 what envmmnenral regutation can
do is sometimes tip the playing ficld a bit
to make it in the interest of firms to do
more with by-products. T am frankly
rather skeptical of the notion of Indus-
trial Ecology, because it relies upon
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another?
Ijust came back from Tokyo, and
« people there are always surpris-
ed by what we go through in the US with
regards to environmental regulation.
They can’t understand that we have to
go through this whole process, because
in Japan the Ministry of Trade and In-
dustry calls in the CEQ’s of a few
ieading corporations, they sit down
around a table and decide what to do.
And that works very well, Furthermore,
Japan has a very positive history not only
in environmental protection, but more
importantly in terms of developing new
technologies for that kind of approach.
However, the Japanese approach vio-
lates antitrust jaws in the US, and also
goes against the grain of the institutional
culture that we have in the US. One
always has fo ask whether or not a cer-
tain method is appropriate for a partic-
wlar society.

A success in Denmark or Belgium
does not necessarily mean that the same:
thing is going to be a success elsewhere.
Al of these things depend upon the
cultural, the institutional and of course
the legal context.

Yes, but profit motive is com-
» mon to all cultures. Can it work

in favor of Industrial Ecology? .
I don’t believe that global In-
« dustrial Ecology is going to hap-
pen as aresult of the goodwill or the in-
terests of a few companies. It requires
government involvement in establishing
standards and providing incentives for

private indusiry.

Developing countries like
Q. China or Mexico have very im-
pressive economic growth. Is this at
the expense of the environment? Can
they afford growth that is environ-
mentally sound?

It depends, We have to be very

« carefulin the West not io become

environmental imperialists, We have to
be cautious of saying to the developing
countries, ‘‘Hey guys, we place a very
high value on the environment in the
20th century, therefore you should too.
We had an industrial revolution 250 years
aga, Sorry, you can't.”’

We have to recognize that environ-
mental quality is what economists call an
income-elastic good. It means that a so-
ciety’s ability to afford—and people’s

desire for—emnvironmental protection in-

creases as its income goes up.

The World Bank last year did a very
important study in which they docu-
mented very clearly how it is that, at
first, most environmental prohlems tend
o get worse as economic growth takes
place. However, at a certain point coun-
tries become wealthy enough that they
desire—ant can afford—more environ-
mental protection, and after that point

tries that are the dirtiest, it is the
emerging market economies. Former-
ly iess-developed countries like Mexico
are just at the point where they have a
lot of industrislization—but not yet to
where they can afford the environmen-
tal protection.

1t might also be the case that people
in the US, England or Japan care about
environmentat protection in developing
countries, We care because we suffer if
they do something to poliute the en-
vironment. This suggests that we ought
to be paying for part of their clean-up. In
Tokcyo there is a lot of concern ahout acid
rait. The acid rain, however, is no longer
from Japanese power plants or Japanese
automobiles, It’s from coal burning in
China. It’s also true that because Japan-
ese production has been cleaned up so
much--as it has in the US—that the next
increment of protection will be very ex- ;
pensive. They've already cleaned up
that which can be cleaned cheaply.

On the other hand it's very cheap, per
ton of sulfur-dioxide reduction, to clean
up in China. So Japan would like China
to clean up, and is going to pay for them |
{o do so. We've seen the same things
between Eastern Europe and Western
Europe. Western Europe ought to be
subsidizing cleaning in Eastern Europe.

Can consumers support more
« expensive, environmentally
clean products and factories against
the logic of minimal costa?
There is some evidence that this
« green consumerismis a real phe-
nomenon. Many segments of the public
do tend to pay more for a product be-
cause they think these products are en-
vironmentally benign. That suggests
that there is public relations value, in
terms of profits, to this green consumer-
ism. But I don't know how long that’s
gomg to last, Ttis very possible that this
is a temporary phenomenon.
Consumers felt very good ahout the
fact that McDonald's phased out styro-
foam clamshells and has moved to paper
containers. In fact, 2t McDonald’s you'll
notice that the napkins are no longer
white, because they are now heing made
without bleach. On the other hand many
environmental scientists tell me that this
is actually a net loss for the environ-
ment. If you look at the entire life cycle
of the production of the paper: cutting
down the tree; creating the pulp; pro-
cessing the paper—and paper processing
is one of the most water polluting in-
dustries we have worldwide-—the whole
process may actaally be worse for the en-
vironment than the clamshells ever were.
But it’s been good for public relations,
As an economist, one says, *‘Well, that’s
what people want, let them have it.”’ But
we shouldn't fool ourselves that it's
necessarily good for the environment. ¢




