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ASSESSMENT 2: A Report of Market Failure within the Plastic Industry 
This report will analyse concepts such as; the green economy and sustainable economics. The assignment will then critically appraise how differing sectors approach sustainable development for example; ‘The Plastic Industry’ will be critically researched into, in regards to market failure and as an environmental problem.
Creating sustainability
According to the UN and Giraldo (2019) the definition of sustainable development refers to growth and maintaining needs for present generations without compromising future generations. For example, Saleem et al states without oil we would not have plastic and limitations have been placed on oil to conserve the resources for future generations ( Saleem et al,2018). This said, oil is not considered sustainable as it takes hundreds of years to naturally to form (K.F Mulder,1998).
According to Morelli when discussing sustainability one must look at what will be ideal and what would work. Sometimes these are two concepts that do not always come together, usually the ideal is not plausible and what will work is not good enough (J.Morelli, 2011). Sustainability in business, has a varied definition, the definition of sustainability appears to be an operative term within economics and can be applied when looking at the running of companies within the plastic industry.  It is not the most prevalent model, however as Savitz (2013) seems to agree, most companies start and run successfully for profit, then they usually implement environmental/social solutions once there is enough capital to cover those costs.  Some professionals such as Gibson and colleagues (2013), emphasise sustainability is unsuccessful when companies go into liquidation, as they try to remain or turn environmentally friendly. This reflects that being sustainable may be a costly process. 
Furthermore, The World Summit of Social Development (WSSD, 2005) identified three core areas of sustainable development, also known as ‘the Three Pillars of Sustainability’, these pillars are; economic, environmental and social development, also informally known as profit, planet, and people.  Dauvergne (2018) highlights one main issue is that most business are not created for people or consider the environment, they are made for profit and usually fill a gap in a market. Accentuating this point on sustainability, business success would depend on taking on these pillar values that can be seen in social enterprises, charities or public funded programmes. On the contrary, Ambrose (2019) states that those interested in profit have greater rule-bending tendencies, in the past major companies like Tesco, Amazon and Exxon mobile have been found guilty of hiding their environmental waste affects from authorities. 
The Green Economy
From sustainable business and the three pillars the United Nations Environmental Programme (UNEP, 2020) went on to create a new way to generate businesses called the Green Economy.  The Green Economy was established in 2020 by the UNEP to convince business to incorporate three main ideas when starting and growing a business.  Jacobs (1993) explains a ‘Green Economy’ consists of clean, environmentally friendly budget that promotes health, wealth, and well-being. However UNEP appear to contradict their idea saying a Green Economy is dependent on sustainable development, because everyone needs to abide by the green economy policy, when it is not a legal requirement.  
On the positive, the green economy seems to mean growing economies in ways that benefit, not sacrifice, social justice and equity as well as the environment, that takes into consideration the people’s needs and the global impact of business (UNEP, 2020). Moreover, this green economy theory seems to have good intentions, making great changes to the world’s health and combatting global issues. It is said that in a green economy the financial sacrifice is made by the CEOs (Chief Executive Operatives), which use this theory as guidelines to satisfy the directors through positive enviro-social outcomes , where customer needs are met and the company operate self-sufficiently (Louiseau et al, 2016).
Government bodies use this analysis diagram internationally and nationally to establish tax/subsidiaries, which is the basis for the Green Economy’s ideology (this is only attainable through international bodies forced involvement, see picture below). These companies use this method to analyse costs and benefits to establish the risks involved with the environment/sector and balance the cost against the benefit. 
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(Geyer et al, 2015)

Market failure
[image: ]According to DiPerna and Lueken  (2018) there are 4 trends to market failure, these are as follows: 
[bookmark: _GoBack]Information Asymmetry (sellers in the market have access to important information), for example means one party has more or better information than the other when making decisions and transactions.
 Concentrated Market Power (monopoly affects as the market lacks competition because one or few providers have a disproportionate amount of power within the market), for example when power is concentrated into too few hands.
Public Goods (the producer cannot limit its consumption to paying customers), for example public goods the private sector do not usually produce goods because it is difficult to supply them for a profit, which is why government decides what output of public goods is appropriate for society. 
Externalities (costs and benefits are unbalanced for providers in the market), for example a lack of money means negative externality goes unchecked and ultimately makes it easier for them to produce that good or service but at a lower quality and price leading to market failure (Diperna & Lueken , 2018).
These types of market failures appear to accentuate where guidelines and legislation are needed not only to promote profit but evaluate the impact the service will have on society. 
A case study on the plastic industry: - Here shows relevant case study of market failure in the plastic industry illustrated by Patrick Soderholm, which sums up points highlighted previously.



(P.Soderholm, 2020).





Evaluation of the Market Failure in ‘The Plastic Industry’  
According to Chappelow (2020) market failure occurs in the plastic industry when; directors in companies act irrational taking into account self-interests that produce a less optimal or economically efficient outcome, typical markets have less demand of plastic products or favours are exchanged that create an implicit market of special treatment that can cause market failure. It looks as if market failure can be resolved using private market solutions, government-imposed solutions, or voluntary collective actions.
Society seems to yearn   for laws or rules to prevent market failure, as Rundh (2005) would state products sold globally have many functions but need packaging for many reasons or are made of a variety of materials, however plastic seems a popular material to evaluate with the most prevalent use within the present market and the amount of waste that is disposed of nationally and internationally (Jambeck et al, 2015). 
Stromberg states that the plastic industry is an industry that needs evaluation of market failure, as it accesses important information not visible for the public due to business use, it is a unique material that is powerful, its profit margin is questionable and it creates an interesting cost-benefit analysis (P.Stromberg, 2004). 
Evidence stresses that different sectors are affected by the plastic industry and the dominant sectorial use of plastics is ‘Packaging ‘. The following graph shows the annual waste generation:-
[image: ]











(Geyer et al, 2017).
Environmental problems must be considered when looking at the plastic industry as one of the biggest contributions to market failure in the plastic industry is waste into the sea, because before environmental legislation became more known, the dumping of plastic waste became the norm until environmentalists highlighted the impact of it on sea life and its effects on the fishing industries. This causes the country involved nationally or internationally to be affected by contamination of the marine life and affecting the economy in producing profit from the produce. Wabnitz and Nicholas quote it is a “Ocean emergency”(Wabnitz & Nicholas, 2010).


 Plastic pollution issues in oceans are as stated below in the images; 
[image: ](Blue Planet, 2020)
Government policies to address these problems of the plastic pollution stated by Riley et al, are as illustrated in 6 points:-
1. Banning microbeads from consumer products.
2. Consumers are unable to buy cotton buds and products like these.
3. [image: ]Plastic Bag charge/tax to reduce single use bags. 
4. Encourage business to use recyclable polymers.
5. Cafes/restaurants/public places provide free drinking water.
6. Deposit schemes refundable on plastic bottles. 
( Riley et al, 2018).
These polices when followed can be beneficial for the environment by decreasing the amount of pollution in the ocean and therefore creating more profit for the fishing industry and plastic industry, causing less issues to be resolved and less probability of market failure. 
(Ritchie ,Oxford Martin School,2018)
This image shows the decline in the number of people recycling and discarding waste into the ocean and if we concentrate on recycling, this will prevent market failure. 

Rice (2019) states there are an estimated 150 million metric tons already in our marine environment that the Ocean conservancy is concerned about and an estimated 12 million metric tons of plastics on top of that figure. These statistics have apparently risen since the 1950s which seems to show the lack of care through the generations for our oceans well-being as well as the environmental ozone not only by the plastic industry but the whole marketing sector, creating a serious threat to marine life and releasing chemicals that harm oxygen-producing microorganisms creating dead zones. (The Guardian, 2019). At present this would explain the flood of environmental campaigns from 2017 promoting ethics and questions the actions of individual companies promoting humanity and questions if people take charge too late. 

Critically appraise how differing sectors approach sustainable development
The point of sustainable growth seems to point out that companies need to grow in every way and not limit themselves, without having an adverse effect on our planet or social environment.  It`s become so apparent that Rolf Halden (2020), professor of environmental health engineering said “every human in the developed world has traces of plastic constituents in his or her blood’’. Halden appears to be accentuating the question at what point is it too late to intervene, as the consequence of this type of market failure seems to have significant consequences to public health, that appear to be irreversible. 
A majority of the world’s plastic is found in the ocean and coming from the following top six countries for ocean garbage; “China, Indonesia, the Philippines, Vietnam, Sri Lanka and Thailand” (Rice, 2019). This statement climaxes that all expect china are considered developing countries (almost third world countries) where china have no excuse, but the others have far less education and resources, which is understandable how they are ignorant to modern ways as they have less education, knowledge and are less likely to understand the complications of their own actions. A respectable solution for these five countries (not china) of the top most damaging to the environment is simply to provide them with more education and increase the severity of government eco-laws. China seems to need evaluation of consequences as they have the education skills but still participate in the behaviour. 
Conclusion
To conclude, the research appears to highlight the fundamental relationship of Government interventions being addressed on an international and national level, which could lead to a sustained economy such as a green economy (UNEP,2020). A cost benefit analysis hypothetically demonstrates that the main problem in preventing a sustainable economy is market failure and its externalities (Gayer et al, 2015)). Of the four Externalities, the most common form of market failure in the plastic industry according to (Stromberg, 2004) is affected by recyclable materials due to barriers such as imperfect data, asymmetric information, technology and consumption.  Geyer et al (2017) suggests that failures can be overcome by technological innovation and econometric investigations into the role of policy measures in reducing plastic packaging and the other sectors generating waste pollution.
According to the UN and Giraldo (2019) the plastic market should consider ‘Bans’ on plastic bags enhancing the need for businesses to use reusable bag manufacturers that could lead to increased employment opportunities and improved working conditions. As plastic is used in many sectors (Gayer et al,2017); Packaging (36%), Building & Construction (16%), Textiles (15%), Consumer products (10%), transportation (7%), electrical (4%) and others (11%), it could be translated that the packaging, building and textiles sectors should be environmentally evaluated to reduce market failure. Also the development of packaging design guidelines and assessment protocols re-evaluation could be analysed in regards to a successful and efficiently operating business.
Moreover, the plastic industry in the UK has its strengths in differing sectors; firstly its manufacturing benefits of feedstock for sources of polymer and additives secondly, it is a significant oil producer, thirdly, it’s success in plastic packaging inventing ‘polythene’. Agreeing with Jambeck et al (2015), the UK plastics sector relies on machinery that is efficient, innovative and flexible, where companies use technology to quickly respond to new customer’s requirements and remain competitive in the global market. The niche market depends on high quality processing measurements and implementing rigorous recycling legislations, developing reprocessing technologies that highlight a world-leader in its industry. 
In the future, the plastic industry must have a strategic vision for growth such as; Promoting the reputation of plastics, Improving the industry’s skills base, emphasising educational support for companies, accelerating the sustainability of the Plastic Industry with the circular economy, Underlining future markets for plastics products, Focus on overseas market development and encourage industry collaboration with multi-agencies to address the consequences of developing economies sustainably and decrease market failure. 
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(Mckinsey,2020)
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