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Environment al Governance

involves t he est ablishment  of  inst it ut ional 
ar r angement s or  r ules of  t he game in or der  t o 
r esolve conf lict s and t o f ost er  cooper at ion

Conf lict s emer ge f r om int er dependence, which 
f or ces collect ive choices on t he agenda and 
calls f or  collect ive act ion

Gover nance out comes involve bot h allocat ive
and dist r ibut ive consequences
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Why a New I nst itut ional Approach?

Convent ional economic appr oach
Assumes independent  choices, per f ect  knowledge 
and  welf ar e mot ivat ions

Focuses on ef f iciency and omit s conf lict , power , 
inst it ut ions and dist r ibut ion

Shor t comings:
Cannot  explain inst it ut ional change and choice, nor  
inst it ut ional success and f ailur e

I nsensit ive t o dist r ibut ive and non-welf ar ist goals

Cannot  account  f or  cont ext ual f act or s
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I nterdependence

I s misint er pr et ed as an ext er nalit y in t he convent ional 
economic appr oach

Sour ces and shaper s include r esour ce at t r ibut es and 
at t r ibut es of  t heir  user s

Rival vs. non-r ival use, economies of  scale, mobilit y, f luct uat ion

Number , homogeneit y vs. het er ogeneit y, social capit al

Result s in conf lict s, which ar e r esolved by t he 
est ablishment  of  gover nance inst it ut ions

Thus explains t he necessit y of  inst it ut ions 
independent ly of  t r ansact ion cost s
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Pluralist  Goals

The convent ional appr oach acknowledges only welf ar e 
or  ut ilit y goals. Yet  possible mot ivat ions include:

Per sonal welf ar e or  t hat  of  ot her s

I nt r insically valuable consequences; longevit y, healt h, 
educat ional at t ainment , f or  example

Right ness or  vir t uousness of  behaviour s

Pr ef er ences ar e not r evealed when int r a- and 
int er per sonal value plur alism pr evail

Deliber at ion over comes incommensur abilit y in plur alist  
collect ive choices and act s on best  r easons

Sever al r at ionales exist  f or  gover nance inst it ut ions
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Transact ion Costs (1)
Char act er ise bot h mar ket  and non-mar ket  t r ansact ions

I nclude t he cost s of  seeking inf or mat ion, conduct ing negot iat ions, 
making decisions, specif ying cont r act s or  inst it ut ions, and 
monit or ing and enf or cing t hem

Exist  because of  imper f ect  and cost ly inf or mat ion which in t ur n is 
a manif est at ion of

Limit ed cognit ive capacit y

I ncent ives t o wit hhold inf or mat ion

Physical at t r ibut es of  goods and r esour ces

Exist ence of  r eal t ime

I nst it ut ional ar r angement s
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Transact ion Costs (2)

Result  in imper f ect  design of  gover nance 
inst it ut ions ex ant e – ex post  conf lict  
r esolut ion needed

Det er mine what  gover nance solut ions enj oy 
economies of  scale and scope

I nf luence t o what  degr ee involved gr oups can 
par t icipat e in collect ive choice and have t heir  
int er est s t o count  in t hem

inf luence what  values and gover nance 
out comes ar e r ealised
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Applicat ion t o WSS

I n WSS, economies of  scale is t he sour ce of  
int er dependence; conf lict  is over  wat er  pr icing

Pr icing is a collect ive choice no mat t er  who 
makes it . Pr ices ar e inst it ut ions t hat  implement  
t he collect ive choice

Fr ee access t o wat er  f or  t he poor  may r ef lect  
legit imat e concer ns f or  t heir  welf ar e or  healt h

Discont ent  wit h pr ivat isat ion may r ef lect  
deont ological views on t he r ight  way t o make 
collect ive choices such as wat er  pr icing
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Conclusions – The NI E Approach:

Enables us t o ident if y sour ces of  conf lict s and t o 
invest igat e st r uct ur es of  int er dependence

Br ings up t he dist r ibut ive char act er  of  collect ive 
choices and is sensit ive t o a wide r ange of  mor al 
st andpoint s t hat  may inf or m collect ive choices

I lluminat es how inst it ut ions r egulat e power  or  
par t icipat ion in collect ive choices and inf luence what  
values ar e act ed on

Sheds light  on t he consequences of  adopt ing 
par t icular  inst it ut ional ar r angement s t o r esolve 
par t icular  conf lict s
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