Free Market Environmentalism and Its Critics

Free market environmentalism posits that most environmental problems can be solved by private property rights, competitive markets and common law liability rules. 

‘[T]he free market environmentalist approaches environmental problems as stemming from a lack of clear, enforceable and tradable property rights. Typically, environmental problems are held to result from the ‘tragedy of the commons’, the overuse of a resource which no one owns (the seas) or everyone owns (state-regulated resources)’ (Barry, 1999, p.150). 

Free market environmentalists believe that wherever we have private property ownership there are incentives for the private owners to preserve the resource. Resources that are privately owned and, therefore, are in the marketplace are typically well maintained. Accordingly, free market environmentalists have tried to justify that under free trade, goods are produced where it is most efficient to do so, rather than where subsidies and duties push them. Thus, under free trade a given level of world product will consume less resource and produce less pollution than when trade is distorted.

According to Terry Anderson and Donald Leal, ‘Free market environmentalism depends on a voluntary exchange of property rights between consenting owners and promotes cooperation and compromise. In short, it offers an alternative that channels the heightened environmental consciousness into win-win solutions that can sustain economic growth, enhance environmental quality, and promote harmony’ (Anderson and Leal, 1998, p.530). 
Free market environmentalists also contend that free trade can help countries to internalise environmental and social costs. 
The private property rights approach decentralises and depoliticises environmental resource allocation decisions. Here it is important to note that free market environmentalism and neo-liberalism have many things in common: deregulation, free trade, the liberalisation of the economy and the like.

Free market environmentalists underline that environmental problems arise from government regulation. Free market environmentalists believe that markets will do far more to protect the environment than government regulation or bureaucracy. They suggest that wherever possible the government should not control and manage environmental goods and services. 
Under a free market environmentalism regime, the state is required to facilitate division of the commons into private property rights, enforce and protect private property rights for environmental resources and secure the voluntary agreements of property owners (see Anderson and Leal, 1998). 
Some Criticisms
Although the proposal of free market environmentalism has been embraced by business organisations and governments, it has been criticised by many scholars. 

1. Tony Smith (1995) stresses that there is no invisible hand operating in markets to ensure that environmentally sound practices will be employed just because property rights are in private hands. 

2. Liability laws and the court systems cannot be relied upon to force polluters to internalise the social costs of pollution. In global free trade, what is valuable is decided by money.  In contrast to the promise of free market environmentalism, big companies are able to externalise environmental and social costs. ‘Managers are accountable to their share holders and investors, rather than to the people who live in the localities where they carry out their business. Their decisions are guided almost exclusively by the necessity of returning a financial profit’ (Glover, 1999, p. 76; see also Sagoff, 1998)
3. Further, the withdrawal of the state from social and environmental concerns is arguably not a useful move for developing countries. The intervention of an active state is required to improve environmental and human conditions, to avoid negative effects of free market pricing in agricultural and other consumer goods. 
4. Free market environmentalists tend to ignore the global dimension of the environmental crisis. The ability to enforce environmental regulation in developed countries encourages profit-seeking industries to relocate to developing countries where regulating institutions are ineffective. This is turn can lead to exploitation of resources in these countries. Hence, free trade and the free movement of capital may have a profoundly damaging effect on natural resources. Pressure to repay debts forces developing countries to increase the production and export of their resources at very low prices, and decrease the production of food stuffs for domestic consumption. Countries that are forced to promote export-led growth patterns use environmentally damaging chemical fertilisers and pesticides to increase output. Debt-ridden countries are forced to accept polluting industries. 

5. Moreover, free trade rules are unfavourable to the environment (and to animals used in human practices). Under a WTO rule, environmental laws and principles are required to be subservient to international trade treaty. We will consider cases where environmental policies have been undermined by challenges from the WTO. 
6. Robyn Eckersley has remarked that ‘while the market can allocate resources efficiently, it cannot by itself perform the task of setting an optimal (in the sense of just) distribution of income nor an optimal (in the sense of sustainable scale) of the economy relative to the ecosystem’ (Eckersley, 1993, p.1). Mark Sagoff stresses that environmentalists believe it would be wrong to argue that environmental problems can be solved by allocating resources to the highest bidders, because they consider environmental problems in, for e.g., moral and aesthetic terms (1998, p.543).  As such, many environmentalists hold, like Eckersley, that free market environmentalism ‘is inappropriate as a blanket solution to the ecological crisis’ (Eckersley, 1993, p.1). 

7. The market system, whatever its merits, promotes an instrumental human relation to nature. Free market environmentalism does not appreciate the intrinsic value of nature (see Eckersley, 1993; Proops, 1994). 
8. Moreover, many environmentalists are against the privatisation of biodiversity resources. They have doubts that the profit motive is sufficient to protect many environmental goods, which are commons. The privatisation of environmental resources could also aggravate the gap between the rich and poor, both within and between nations. 

However, the proposal of free market environmentalists to reduce state waste and inefficiencies is desirable. In some cases free market incentives may have positive impacts on the environment. It can also promote energy efficiency through market mechanisms (see Eckersley, 1993, p.1). 
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