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Environment al Gover nance

& Involves the establishment of institutional
arrangements or rules of the game inorder to
resolve conflicts and to f oster cooperation

& Conf licts emerge from int erdependence, which
f orces collective choices on the agenda and
calls for collective action

& Gover nance out comes involve bot h allocat ive
and distributive consequences



Presentation Outline

& Why a New | nstitutional Approach?
& | nterdependence

¢ Plural Goals

® Transaction Cost s

& Applicationto WSS

& Conclusions



Why a New | nstitutional Approach?

=
& Convent ional economic approach

» Assumes independent choices, perfect knowledge
and welfare motivations

» Focuses on ef ficiency and omit s conf lict, power,
Institutions and distribution

2 & Shortcomings:

» Cannot explain institutional change and choice, nor
Institutional success and failure

» | nsensitive to distributive and non-welf arist goals
» Cannot account for contextual factors



| nt erdependence

& s misinterpreted as an externality in the conventional
economic approach

& Sources and shapers include resource attribut es and
attributes of their users

» Rival vs. non-rival use, economies of scale, mobility, fluct uation

» Number, homogeneity vs. het erogeneity, social capit al

® Results in conflicts, which are resolved by the
est ablishment of governance institutions

& Thus explains the necessity of institutions
Independent ly of transaction costs



Pluralist Goals

& The conventional approach acknowledges only welf are
or utility goals. Yet possible motivations include:

» Personal welfare or that of others

» | ntrinsically valuable consequences; longevity, health,
educational attainment, f or example

» Rightness or virtuousness of behaviours

& Preferences are not revealed when intra- and
Int er per sonal value pluralism prevail

& Deliberation overcomes incommensur ability in pluralist
collective choices and acts on best reasons

& Several rationales exist for governance institutions



Transaction Costs (1)

¢ Characterise both market and non-market transactions

& I nclude the costs of seeking inf ormation, conducting negotiations,
making decisions, specif ying contracts or institutions, and
monit oring and enf orcing them

¢ Exist because of imperfect and costly inf ormation which inturnis
a manif est ation of

- » Limited cognitive capacity
» | ncentives to withhold inf ormation
» Physical attributes of goods and resources
» EXxistence of real time

» | nstitutional arrangements



Transaction Costs (2)

& Result in imperfect design of governance
Institutions ex ante —ex post conflict
resolution needed

& Determine what gover nance solutions enjoy
economies of scale and scope

& | nfluence to what degree involved groups can
participate in collective choice and have t heir
Interests to count inthem

& inf luence what values and gover nance
out comes are realised



Application to WSS

]
&1 n WSS, economies of scale iIs the source of

Int er dependence; conflict is over water pricing

& Pricing Is a collective choice no matter who
makes it. Prices are institutions that implement
the collective choice

- & Free access to water for the poor may reflect
egitimat e concerns for their welfare or health

& Discontent with privatisation may reflect
deont ological views on the right way t o make
collective choices such as wat er pricing



Conclusions — The NI E Approach:

& Enables ustoidentify sources of conflicts and to
Investigat e structures of interdependence

& Brings up the distributive character of collective
choices and Is sensitive to a wide range of mor al
standpoints that may inf orm collective choices

& I lluminat es how institutions regulat e power or
participation in collective choices and inf luence what
values are acted on

& Sheds light on the consequences of adopting
particular institutional arrangements to resolve
particular conflicts
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