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President Kiss, thank you so very much for that gracious introduction.  I am delighted to be back at Scott. In the late fifties and early sixties, when Linda, my late wife was a student, I spent many evenings on campus

I am also delighted to share the podium with Lynn Scarlett, a longtime friend and former colleague at the Reason Foundation. Over the years Lynn and I have engaged in discussing many of the grand ideas, which we will present in abbreviated form this evening. 

Through my remarks, I seek to present and explicate the role of markets and economics for thinking about how to deal with environmental issues and concerns. 

Quite often, the public rhetoric pits environmentalists and those holding green views against those espousing free-market views. In my talk, I am going to argue that such juxtaposition is both flawed and counter-productive to the formulation of sound public policy.

In short, thinking about economics and the environment should not exist in two separate and distinct intellectual domains. If you are green, want to be environmental friendly or live a sustainable lifestyle, then economics matters.

I am first going to take you through a chronological, but whirlwind, tour of the development of some of the classical liberal ideas, which have created a complex tapestry of insights for thinking about and understanding economics and markets. I will then attempt to relate those ideas to specific market examples. 

At the end of our presentations, in an effort to tease out some understandings about any issues that you might wish to discuss, Lynn and I will be delighted to receive questions and engage you in a Socratic dialogue.

In 1776, Adam Smith published An Inquiry into the Nature and Causes of the Wealth of Nations. Two ideas from that work: Prices are impacted by supply and demand. A great, but unfortunate, current example is housing. The second concept is: The Invisible Hand, which is a way of describing the self-organizing aspects of markets, which I will discuss more later.

Contemporaneously, Adam Ferguson (1723-1816) described civilization – including each component part, such as language, law, and the economy – as being "the result of human action, but not the execution of any human design.”

Donald J. Boudreaux, Professor of Economics at George Mason University has said: “Failure to understand not only that un-designed social orders are real, but also that these un-designed orders are superior to any arrangements that could be consciously engineered, is perhaps the greatest source of tyranny and disorder of the past 200 years.”

1845 and 1850: Frederic Bastiat, French economist, statesman and author published two small pamphlets, Economic Sophisms and The Law, which even today are still the best and most accessible introductions to the study of economics. The pamphlets contain a series of insightful one-page essays. I would like to recount two of Bastiat’s famous examples.

In the mid nineteenth century France was planning a railroad from Paris to the southwest of the country. Interests in Bordeaux proposed breaking the railroad just before Bordeaux and resuming it south of the city. In this way, carters would have the opportunity to cart freight and luggage across the city and make some money. Bastiat responded that if such a proposal was a good idea, then why not break the railroad at every village? 
Such a proposal is clearly flawed but, every day, we still hear analogous proposals from special interests. Rent seekers or those seeking subsidies or special privilege which override market prices and competition make such arguments in their desire to have government provide them with a competitive advantage. They will resort to all kind of arguments like:


It’s for the children



It’s for the environment



It’s for the old people



It’s for the homeless



It’s for national defense



It’s for homeland security



It’s in the public or national interest

In the Broken Window essay, Bastiat relates the tale of a young ruffian who breaks the window of a patisserie and steals a pastry. A group gathers and quickly condemns the action, but then one man suggests that the group may be too hasty in their condemnation. Since the window has been broken, the glazer will receive a commission to replace the window and with the money he receives he will be able to buy a suit from the tailor, who in turn will continue the exchange of money, creating much needed economic activity. Soon, some in the group begin describing the young window-breaker not as a ruffian, but as an economic hero. 

Is there a problem here? The answer is: of course. Clearly, there is one less window in the community and the owner of the patisserie will now have to spend money, which he had been saving to buy a suit, expand his business or make some o†her investment. We hear similar arguments every day.  Advocates will focus on the seen or obvious, but not on the unseen or less visible impact of a proposal.
A great current example of the seen and unseen occurs when a promoter of electric cars promotes the concept on the basis of zero emissions. There are ads on TV making this claim. Yet electric cars must, per force, use electricity, which, in turn, must come from some energy source such as burning hydrocarbons. The promoter fails to acknowledge the emissions created at the electric generating facility or the environmental impacts of mining or extraction.
1871:  Carl Menger, an Austrian economist, published Grundsätze or Principles of Economics.

In this work, Menger solves a number of economic conundrums. First, he solves the classical economic problem known as the diamond-water paradox. Briefly, why is water, which is as important as life itself, so inexpensive and diamonds so costly? Without going into a deep explanation, the answer is that the value of an item is not defined by its best and highest use, but rather by the lowest use to which a consumer will put it.  The second deep insight is that value does not, per se, reside in an object or the cost to produce an object, but rather in what someone is willing to pay for it. Thus, value is not objective, but is rather subjective, which is an insight that informs all of modern marketing.  Finally, he clearly deals with opportunity costs, which can be stated as follows: The true of cost of any item is the cost of what one must forego to buy the item. In common parlance, there is no such thing as a free lunch.

1921: Ludwig von Mises published Socialism, a powerful critique of socialism and why as a matter of logic and principle the concept must fail as a social, political and economic system. 

One important take-away from that work is that without a natural and self-organizing price system, a society or an economy cannot make a rational and effective allocation of resources. Another way of making that same point is that a society cannot make sustainable policies or decisions in the absence of a price system. The USSR and Cuba have proved his point in spades.

1945: Frederick Hayek, student and colleague of von Mises and later Nobel Laureate, published in the American Economic Journal, an essay, The Use of Knowledge in Society, which many believe is the best essay in the economic literature.

Hayekian insights are very important in understanding why free-market advocates think as they do.

Hayek argued that:

Socialist planning would issue in malinvestment and poverty, because the planners face a problem of knowledge about resources available to them and the costs of their various uses that, in the absence of market pricing, is insoluble. That is a restatement of von Mises.

Economics is not a scheme of wealth creation, but rather economics is about the study of the unplanned coordination of human activities by market prices, whose primary function is not to allocate scarce resources such as capital or physical plant, but instead to economize on the scarcest resource of all – human knowledge.  

The market, operating through a set of self-organizing principles, is a great example of the creation of spontaneous order. This is a restatement of Ferguson.

The knowledge of circumstance never exists in concentrated or integrated form but solely as the dispersed bits of incomplete and frequently contradictory knowledge that all the separate individuals possess.  In short, the knowledge of circumstance is known but to a few.

Market institutions are epistemic devices or means whereby information, which is scattered about society and known in its totality by no one, can be used by all through being embodied in prices.

The price system is just one of those formations, which man has learned to use after he had stumbled on it without understanding it.  Hayek talked about the price mechanism as a marvel because of the information that is communicated to all parties without the parties being required to understand the basis of the price.

A final quote from Hayek’s Liberty and the Law:

“The possibility of men living together in peace and to their mutual advantage without having to agree on common concrete aims, and bound only by abstract rules of conduct, was perhaps the greatest discovery mankind ever made.” 

In Science magazine in 1968, Garrett Hardin, a biologist at the University of California in Santa Barbara, published an important essay, “The Tragedy of the Commons.”
Hardin described a tribal society that earned its living by grazing sheep on common grasslands.  For years, the population of sheep never increased to the point of over-grazing.  Over time, the tribe developed institutions like cities and health services to extend life.  With those institutions and that stability, however, came more people and more sheep.

As the number of sheep increased, the grazing began to approach the natural carrying capacity of the grasslands and the grasslands began to degrade.  Each individual looked at the situation and elected to increase his own wealth by putting one more sheep onto the commons.  The positive value of the extra sheep accrued to the individual while the negative value of the sheep was distributed proportionally to all his neighbors, as well as himself.  His neighbors were rational and they too, elected to put more sheep on the commons - only to increase the damage to the grasslands.  Hardin described this situation as “The Tragedy of the Commons”.

No single individual was responsible for the common resource, yet everyone exploited the resource and no one was willing to conserve unilaterally or to invest in the commons since the benefits of the investment would be distributed to everyone.

One of Hardin’s resolutions for this situation was mutual coercion, mutually agreed upon, or administrative law or democratic socialism.  For the last 40 years we have used this model to discuss and understand environmental issues.  This prescription has also been used to promote complex administrative law and regulations to deal with the environment.  

There was, however, another alternative for addressing the tragedy.  The grasslands could have been divided and privatized so that individuals had ownership and stewardship responsibility for a piece of what had been held in common.  In this situation, the benefits and the risks of investment in an individual’s property would accrue to that individual and not to free riders.  However, for the last forty years we have moved away from private property rights to centralized regulation as a way to achieve social or environmental goals and objectives.

Property rights work well where those rights can be clearly defined and less well where common resources are at issue. Society has dealt with the lack of property rights in areas like air and water through discharge regulations.

Often the government will attempt to use “market mechanisms” like pricing to achieve some “goal” but such interventions are not markets but, rather, intrusions into markets. The late Warren Nutter noted: “Markets without property rights are a grand illusion.” 

The essay also contained another very important insight. As a society, we only have one mechanism for understanding and evaluating tradeoffs and that is economic cost and prices. We do not have knowledge of nor do we transfer products base on BTU content or carbon footprints. As Hardin said, economics is our only language for making incommensurables commensurable.
Lastly, I would like to fast forward to an essay written in 1988 and quote from that essay:

“Our cities suffer from the belief that only governments can plan grandly and only grand plans work.”

“Much of the chaos that planners fail to mold into order is precisely the dynamism and diversity that drive economic prosperity.  The vitality of cities depends on disorder.”

“Public planners do not establish plans where none exist.  They instead replace the plans of individual citizens with those of government officials and the elite that curry their favor.”

The author of those lines is your next speaker.
Now, through the lens of consumer packaging, I am going to focus on a small area of the economy, in an attempt to illustrate how the free market achieves both economic and environmental objectives through the process of choice, competition, prices and self-organization. 

From the late 60’s until the present, a number of green organizations have pushed to regulate and/or limit the use of packaging and/or materials within the economy.  These groups have argued that packaging wastes natural resources and generates residual wastes at unacceptable levels. 

This thrust towards regulation have taken many forms.  Let me enumerate just a few:

1.  Plastic packaging should be banned because it’s made from a non-renewable resource.

2.  Multi-layered packaging should be banned because some view it to be non-recyclable.

3.  All packages should be made of materials having a specified minimum recyclable content.

4.  Government should specify materials and packages for specific end-use

....and the litany could go on and on.

Over the years, and at all levels of government, literally thousands of legislative and regulatory proposals have been introduced to manage packaging, materials, solid waste, and recycling.  The proposed regulations and laws are often contradictory, discriminatory, and as I will argue, often unlikely to meet professed objectives.

I will deal with this “rush to regulate” in the context of Friedrich Hayek’s 1945 article “The Use of Knowledge in Society”, which I referenced earlier.

Let me discuss a personal odyssey in trying to develop data and knowledge about a very small piece of the economy, namely: soft-drink packaging.

In early 1970, the Coca-Cola Company commissioned a research project to prepare an environmental impact analysis of eight different packages and packaging systems.  These studies are now known by the term “life cycle analysis”.

A little history might be useful as to why we undertook this particular study.

In 1966 and ‘67, we undertook a major review of our can procurement practices.  Should we make cans or should we buy cans?

Several technologies were available.  The 3-piece soldered side-seam can was a common technology easily available to any would-be producer.

Continental Can had recently invented Conoweld, a proprietary system for welding side seams; and American Can had invented and developed an adhesive bonded side seam. Coors and Reynolds had either made investments or were considering investments in the manufacture of 2-piece drawn and ironed aluminum cans.

It didn’t take much analysis to conclude that the old, heavy 3-piece can with the soldered side seam, manufactured from steel, tin, aluminum and lead, was a non-starter.  The technology was already obsolete.

Aluminum can technologies were in their infancy, and the welded and adhesive bonded technologies were proprietary.  So, at the end of the day, we decided not to self-manufacture cans at that point in time. But that study was important for another reason: it forced us to look at a number of other issues such as material availability and long-term opportunities for technological improvement through weight reduction and energy savings.

It was during this period that I began to develop the view that we needed a more sophisticated assessment process for evaluating our packaging.  We were also deeply involved in a project to develop a plastic bottle for carbonated beverages.

Early on in the process to develop a plastic container we were very cognizant of the fact that plastic bottles were manufactured from non-renewable resources; i.e., hydrocarbons.  Feedstocks were either oil or natural gas.

All of this was occurring around 1969-70 when the first major public interest in environmental issues began to evolve. The first Earth Day occurred in 1970.

Building on the information which we had developed in the can make-or-buy project, I concluded it was necessary for The Coca-Cola Company to do a total environmental impact analysis of plastic bottles before we moved forward commercially—and to compare those impacts with alternative containers.

So, in 1970, we commissioned the first environmental impact analysis for a set of consumer products. In effect, I was following the Bastiat dictum of looking at both the seen and unseen aspects of an issue.

The results of that first study were extremely interesting and counter-intuitive for many people.  Of particular interest was the energy analysis of plastic bottles as compared to glass bottles.

The uninformed layman thinks of glass as being made of a rather common material - sand.  But if one does a systems analysis, it becomes obvious that energy is a very major factor in the production of glass bottles, both in the manufacturing and in the distribution processes. One of the conclusions we reached was that there were actually fewer hydrocarbon resources used in the manufacturing of the plastic bottle substitute we were developing than the glass soft drink bottles we were using, including the hydrocarbons extant in the bottle itself, and which were still available for either conversion to energy or recycling as hydrocarbons.

That piece of knowledge gave our company the confidence to proceed with the development and commercialization of the plastic bottle, now widely used in the soft drink beverage industry.  And today we are far more efficient of material and energy as compared to those early prototypes.

While the results of that particular study were extremely useful to my company, I must tell you that it was a difficult study to do.  Nobody had ever attempted a study like this; it was a pioneering attempt.  Data gathering was extremely complex.  Understanding the interrelationships between processes and impacts was also difficult.  This one study took over a year to gather and analyze the data, and at a substantial cost.  For my company it was useful and valuable because we were making specific decisions on a commitment to allocate resources.

Today, many environmental groups are advocating that all packages and all products be evaluated on the cradle-to-grave basis.  The undertaking of such a task is simply mind boggling and once accomplished, if one could do such a thing, the data would be obsolete tomorrow: somebody will have invented something new overnight that changes the status quo.  Hayek was right.  Information is dispersed and the corollary is that decision-making should be dispersed to achieve efficiency in the economy.  I argue the cradle-to-grave studies are useful for specific decision-makers like a single company, but are simply inappropriate as a basis for making public policy decisions.  Hayek’s admonition about data and knowledge of circumstance is useful advice for those advocating huge complex, centralized, information-based regulatory schemes.

And, as articulated by Hardin, we only have one common language to analyze tradeoffs and that language contains much information about resource usage.

In the early nineties, the northeast states from Maine to New York formed an organization called CONEG or Council of Northeast Governors.  This council came together to discuss issues relating to solid waste, recycling and packaging.  At one point the council was on the verge of concluding that government should establish packaging specifications for all products.  In fact, one of the first products that they considered was a product of great importance to one of my prior companies—Orange Juice. 

I was asked to present a paper on orange juice packaging, which I did.  As I began my presentation, a young woman from Maine immediately challenged me, as she thought that I was essentially an immoral brigand for packaging orange juice. She thought that the orange was a great example of a product which required no packaging, and that was the way it should be sold.

Let’s examine the thesis being expressed by that individual.  In the view of the individual, fresh oranges would appear to be an excellent example of a product that exemplifies the CONEG concept of no packaging or “reduce” in the mantra of reduce, reuse or recycle.

Upon closer examination, this is not the case.  Fresh oranges are packaged in rather substantial corrugated containers for distribution to retail outlets.  But that is not the place to begin one’s analysis.

Even though common sense makes it clear that fresh oranges are only available during a few months of the year, I will set that issue aside.                 

Industrial juice processors squeeze oranges more efficiently than consumers’ because of the equipment they use to perform the task.  A consumer will, at a minimum, require about 20 percent more oranges than an industrial juice processor to yield the same amount of juice.

So, home squeezing of fresh oranges is less efficient of oranges and, therefore, less efficient of agricultural land, fertilizers, pesticides, herbicides, water resources, agricultural capital, and agricultural labor than packaged orange juice.

Fresh oranges generate almost 9 times more corrugated waste at retail than does the 12-oz. frozen concentrate alternative.   And, at the consumer level, fresh oranges generate over 60 times the poundage of waste as the 12-oz. frozen concentrate alternative.  The consumer waste is, of course, wet peels versus the small composite can.

When a consumer squeezes oranges, the wet peels are disposed of through the solid waste collection and disposal system, while a juice processor converts the peel to animal feed and also recovers orange oil and d’limonene, which are used for other products and processes.

The fresh orange alternative also weighs about 7.5 times as much as the 12-oz. frozen concentrate alternative, and requires about 6.5 times as many trucks to distribute equal quantities of orange juice to the consumer.  So, in addition to agricultural efficiencies, the 12-oz. frozen concentrated orange juice produced is more efficient of trucks, diesel fuel, and road systems.

Well, the bottom line to that little story is that squeezing oranges industrially, and packaging either concentrate or ready-to-serve juice, is very efficient from a waste-produced standpoint, very efficient economically, and very efficient environmentally. This does not mean there is not a place in the market for fresh squeezed juice or that fresh squeezed juice should be regulated or banned—absolutely not—but rather that the price of fresh oranges or juice will probably be higher than other alternatives. Consumers, through their choice, will determine which option survives based on their view of price and utility.

Now, let me change gears and discuss recycling.  In his essay First and Second Things, C. S. Lewis—classicist, Oxbridge don and essayist—advances the thesis that people, in striving for second things rather than something more fundamental—first things - achieve neither the second nor the first thing. 

Is recycling a first or a second thing?

I argue that recycling is a second thing and a tactic or process to achieve a more fundamental goal or objective.  A more fundamental goal or objective might be the efficient use of some resource like:


Materials


Energy


Landfill space, or


Capital

However, focusing on recycling rather than the more fundamental reason for recycling may, in fact, cause us to fail in our quest to achieve the more fundamental goal.

Recycling is not free.  The process of recycling requires resources.

A commitment to recycling must not be based on a religious view that recycling is per se virtuous, and therefore desirable. 

Rather, I argue that there must be some objective criteria for determining when it is appropriate and not appropriate to allocate resources to a recycling activity.
I argue that the best objective criterion is efficiency.  But that raises the question:  Efficiency of what?
Material. Energy, labor or capital
One could make an argument that all are important and that we should strive for efficiency in all areas. But we know that we can maximize only one variable at a time.  So, what variable do we maximize?

In a market economy we have established a single mechanism through which we attempt to make incommensurables commensurable, and to provide us with a mechanism for making these tradeoff decisions.  That variable is, of course, economic cost, which translates to price.

Recycling is not new.  Rag merchants, scrap metal dealers, waste paper dealers and junk yard operators have long participated in recycling activities which were, in grand terms “economic” and in coarser terms, “where they could make a buck”.

Many industrial operations and retail operations recycle effectively and efficiently because the economics are right.  The economics are often right because several conditions exist:

There is often a large amount of uniform, sorted material being generated at a point source.  These conditions of sorting, aggregation and single location, often give rise to economic recycling.

However, as products are dispersed from manufacturer through distributor, through retailer, and finally to consumer, these conditions are degraded.  Products are desegregated, mixed and dispersed.  Recycling, then, is dependent upon collection, aggregation, appropriate sorting, and transportation.

If an economic analysis indicates that it doesn’t make financial sense to recycle in a given circumstance, then that should be a red flag because it means that the recycling process is consuming some set of costly resources—maybe energy—maybe labor—maybe capital—maybe other materials.

From a technical standpoint it is possible to recycle any material.  At the grandest level we know that matter is neither created nor destroyed except for some matter/energy transformations in the nuclear domain.

This gives rise to the question of when is it appropriate to recycle?

This question brings me back to my earlier point, and the answer must be, when it is efficient to do so.  Efficiency probably has to be judged on the basis of economic efficiency because that is the only mechanism we have to render incommensurables commensurable.

There are several ways that this idea might be expressed.  A recycling activity must yield a product that has economic value in commerce.  Or, a recycling activity must use fewer resources and produce less waste than not recycling.

Under these definitions of efficiency and appropriate recycling, one might conclude that certain products should not be recycled but converted to energy and/or taken to disposal in the most efficient manner possible.

On recycling goals:  Today there is a lot of talk about establishing recycling goals and objectives without an in-depth analysis of the tradeoffs required to achieve those goals.

I argue that goals should not be established in the absence of understanding the costs in other resources to meet those goals.

There is also discussion about defining the meaning of:


a recycled product


a recyclable material

The issues associated with defining recycled content are also extremely complex.  For example, it may be that a specific paper product can utilize a small amount of recycled material without dramatically affecting technical performance or cost; yet at a higher level of recycled content, the technical specifications may be dramatically degraded and the costs dramatically increased.

By considering technical requirements, processing parameters, and economics, the marketplace sorts through all these issues. There is simply no way that an a priori political process can work as well.

Let me relay to you two stories about how recycling works in the economic world.

Several years ago I visited the local Coca-Cola Bottling Company in Tampa.  The organization was recycling a number of products produced in the normal course of business, such as corrugated boxes, plastic film, plastic boxes, aluminum cans and glass. 

But the most interesting situation related to an ingenious hierarchy of water uses as a way to recycle water and to lower their water costs.  Since there are a number of water uses in a typical bottling plant, ranging from the highest and best uses of treated water in the product itself, to container rinsing and finally to uses like soap lubricants on a conveyor line; the plant was so successful in their recycling program that they were paid a visit by the water department to determine why their monthly bill of about $50,000 per month had dropped to approximately $25,000.  This particular innovation was driven by an intensive review of costs and was proposed by Mr. Ron Wilder, a plant mechanic.  It is a wonderful example of how knowledge of circumstance, driven by a desire to do better yields efficiency in both economic and environmental amenities.

And, back in 1961 when I first joined The Coca-Cola Company, I visited a bottle cap manufacturing plant in Atlanta. At the end of the process, bottle caps were stamped out of a printed sheet of metal, leaving a lace-like honeycomb of residual metal. Like the industrial engineer that I was, I asked the plant manager what he did with the scrap.  In an off-hand manner, he said, “Oh, we sell it to a guy who makes furnace filters.” This off-hand comment lay dormant in my mind for several decades, until I was exposed to government regulators who thought they could not only specify packages for everything within the economy but also make decisions about what should be done with the waste streams from manufacturing operations.

These two vignettes are perfect examples of the distributive nature of knowledge and how the knowledge of circumstance can only be known to a few.

Another major idea expressed in Hayek’s paper relates to price.  And, I quote, “the price system is just one of those formulations which man has learned to use after he had stumbled on it without understanding it”.  He talks about the price mechanism as a marvel because of the information, which is communicated to all parties without the parties being required to understand the basis of the price.  

Many of those arguing for package or other regulations do so by using the argument that we are somehow wasteful of resources.  I would argue that the opposite is true.  The marketplace forces efficiency into the system through the price mechanism.  Let me review with you what I think is a classic example of how the marketplace works to achieve efficiency.

All of you recognize the package I am holding as the 12-oz. carbonated beverage can used by the soft drink and brewing industries.  When I joined The Coca-Cola Company it was a rite of passage when a young man could squeeze the can and then crimp it with one hand.  I think we must have viewed it as a surrogate expression of male virility.

In 1961, the 12-oz. beverage can weighed 164 pounds/1000.  The steel industry developed a new technology called double-cold reduction, reducing the weight of the steel from 80-85 pounds per base box down to 55 pounds per base box, thus reducing the amount of steel used in the can.  This new rolling technology also produced a smoother metal, reducing the amount of tin required to cover the hills and valleys in the surface.  So the tin was reduced from 1 pound per base box to 1/4 pound per base box.

But there was still that soldered side seam, with the solder being an alloy of tin and lead.  As a customer we did not like the soldered side seam, and we told our suppliers so.  Continental Can developed a welded side seam, and American Can developed an adhesive bonded side seam and the lead solder was eliminated.

Since the can was no longer soldered, there was no need for the tin—and the can industry moved away from tinplate to black plate.

The aluminum industry decided to compete for a share of the 12 oz. beverage can market, and they produced a two-piece aluminum can.

And the steel industry responded with the development of a two-piece steel can and both industries, through metallurgical innovations, design changes, and process improvements, continued to innovate and reduce the weight of their respective beverage containers.

Today the 12-oz. aluminum beverage can weighs less than 27 lbs/1000, for a reduction in weight of over 85% since I joined The Coca-Cola Company and I can squeeze and crimp it with two fingers... and rip the can apart.

Competition between steel and aluminum, between glass and plastic, between cans and bottles, drove the innovation and creativity, and the new capital investments I have just described.

That innovation occurred in a market economy that forced competitors to add value by being innovative and, in so doing they produced lighter weight packages with less waste and lower environmental impacts.  Government regulation could never have accomplished what the market accomplished.  Government regulation would have stalled innovation, fixed technology, and locked in inefficient systems, as centralized planning has done in Eastern Europe.

I know all of you are familiar with the little square beverage container we call the drink box.

The drink box is used, primarily, by children.  It is safe, lightweight, easy to handle, easy to carry, and it protects the product extremely well. A few years ago, the Institute of Food Technologists voted the aseptic package as the most important innovation in food technology over the last fifty years.  This package allowed whole milk to be broadly and economically distributed throughout the third world, and without refrigeration.  If you should ever visit Kenya take a look at a ten-schilling note. The notes produced in the early 80’s have the President’s picture on the front, and on the back there is a picture of two children, two cows and two drink boxes.  Yet, the State of Maine banned this package because, in the view of the Maine Natural Resource Council and some legislators, it was not recyclable.

In their view, it was not recyclable because it was made from several layers of different materials.  That is simply incorrect.  In fact, plant scrap from the production of aseptic packages is routinely recycled.

Well, let me give you some bottom-line facts.  The package uses less material, less energy, and produces less waste than any alternative single-serving package throughout its production and distribution.  It even does better than all multi-serve alternatives.  It does not require refrigeration like many juice packages.  It truly has an impeccable set of environmental credentials.  The multi-layer structure of the aseptic package is the reason the package is so light and material and energy efficient.

As a first condition, the aseptic drink box uses resources very efficiently.  Yet this was not recognized or at least acknowledged by those advocating regulations in the state of Maine.

It is interesting to note that the packages which replaced the drink box are all heavier, more energy intensive and generate more waste than the package banned by the State of Maine.  I am pleased to report that after about four years of difficult lobbying, at a substantial cost, we were able to get the law repealed.

The marketplace works.  It works because competition forces efficiency.  Public policy that limits competition or tries to make a priori decisions about what material, or what product, or what package should exist in the marketplace, will, I argue, be very detrimental to our economy and our society.

It’s the competition between alternatives that fosters innovation, creativity, improvement, and both economic and environmental efficiency.


In summary, through the surrogate of consumer packaging, I have attempted to make the case for the role of economics and markets in dealing with environmental issues and concerns.

I now have the honor of turning the podium over to Lynn Scarlett. I know of few individuals who have though as deeply as Lynn about the issues relating to managing the environment. Environmental concerns span a broad set of issues, varying in their characteristics and complexity. Those characteristics affect whether market structures and processes, like property rights and price systems, are always relevant and workable. Lynn will take a closer look at environmental problems, markets, their possible limits, and other tools for addressing these issues.

I would like to close with a little vignette, which is approximately, or at least, metaphorically correct, from Lynn’s appointment hearing, when she was proposed as Assistant Secretary of the Department of Interior.  

All individuals, proposed for secretarial positions, are required to provide the oversight committee, with copies of all past speeches and papers. Lynn dutifully compiled this information and shared several bankers boxes of papers,

During the course of her hearings, the Committee Chairman surveyed her extensive submittal and leaned over and peering above his glasses, intoned in a slow southern voice: Ms. Scarlett, we have never seen such a paper trail. If our staff is unable to read it all, you will just have to cut us some slack.
.

