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Harness The Markets
The year 1998 has seen a number of
new materials advocating major, environ-
ment-friendly changes in taxation. This
spring saw the publication of The Losses
of Nations, a book whose title is a play on
Adam Smith’s classic which has come to
be known as The Wealthof Nations. Shortly
afterward came Tax Shift, and then the
Citizens’ Guide to Environmental Tax
Shifting. Reviews of each of these works
canbe found in the Progress Report Archive

hitp:/fwww progreas.org/archive/.
Now another book has appeared --
this one, called The Natural Wealth of
Nations, alsoplays on Adam Smith’s title.

David Malin Roodman ofthe Worldwatch

Institute has pulled iogether facts and
figures about fiscal policies from all over
the world that hurt -- or enhance -- the
health of cur natural environment.
Roodman shows how market mechanisms
canplay a big role in healing our environ-
ment, once pointed in the right direction.
Let’s first be clear about what this
new, excellent book does not attempt. This
book is not an introduction to the “green
tax shift” topzc -- for that, you'll want the
Citizens’ Guide mentioned above.
Roodmar’sbhook is directed toreaders who
are primed and ready for a lot of heavy
substance -- the facts and figures that so
strongly support environmentally-sound
fiscal reforms. .
Also, the book does not try topresen
the topicinaplayful way that supplies the
reader withenthusiasm; ifyou wantlots of
diagrams, illustrations and lively talk, try
Tax Shift or the Citizens’ Guide.
Roodman’s book has a few charts, but
mostly what yousee is page after grey page
oftext. The authoriscounting onyourown
interest in the subject to motivate you to
turneachpage. However, we arenot.claim-
ing that Natural Wealthis dull-- Roodman
actually has anexcellent writing style and
sticka to it throughout. Like a friendly

professor speaking to you after class,
Roodman makes point afterpoint ina very
clear way. Clarity may actually be this
book’s sirongest feature, for talk about
taxationleads quickly intoconflicting num-
bers, principles, politics and other messy
areas, but Natural Wealth provides you
with a sturdy, reliable guide through the
thickets.

Sowhat does the book say? Roodman
examines threebasicareas. First, he sur-
veys how governments actually subsidize
and reward acts of environmental pollu-
tion through handouts, tax breaks and
other mechanisms_ Second, he considers
environmental tax shifting, the collection
of resource rents, subsidy reform and other
approaches toourenvironmentalills. Third,
Roodman treats five abjections to environ-
mentally-motivated fiscal reforms and
ponders what political chances may exist

for meaningful steps forward to a safer

planet. The subsidy section finds over
$650 billion in environmentally-harmful
annual subsidies being made worldwide.
Like Henry George in his claasic Protec-
tion or Free Trade, Roodman calls for
making these subsidies more efficient,
more visible, and more explicit as to who
receivesthem, so that we maybetter evalu-
ate their worth. George opposed all such
subsidies, and Roodmantoo hopes that at
least 90% of them can be targeted for
cancellation.

Roodman’spresentation of reformsis
masterful. Chapter Seven will be of spe-
cial interest togeonomists and gevists, for

itgives abalanced and accurate summary

ofthe rationale for capturing resource rents.
Roodman’s book, in this regard, joins the
others mentioned above in its support for
government collectionof “economicrent” or
unearned windfall values resulting from
government-granted privilege.

An important argument in favor of
capturing resource rents is missing, how-
ever, and for that you will need tosee The
Losses of Nations. Roodman’s book does
not conzider the “excess burden” or “dead-
weightloss” effect of distortionary taxes --
it turns out that current tax policy de-
presses the world economy by trillions of
dollars annually, far more than even the
$650 billion in destructive subsidies
pointed out earlier. Shifting from
distortionary taxes to nondistortionary
ones will yield enormous dividends, and
because of their great size some mention

of this in The Natural Wealth of Nations
would have been welcome.

In the third section of his book the
author assesses objections to environmen-
tally-motivated fiscal policy and gives
more material in response. Throughout
Matural Wealth you'll find examples of
green tax shifts and other environmen-
tally-motivated changes that really took
place. But the skeptical reader may won-
der about the relatively small size of these
reforms compared to the environmental
degradation still occurring around us, the
huge iniquitous taxstructures stiliin piace,

~ and the embarrassing subsidies for pollu-

tion. Roodman answers the skepticin his
final chapter, “The Political Marketplace.”
Here the author makes his own appraisal
of the political landscape and the pros-
pectsfor bigger, further reforms.

Now, Roodman has given us a thor-
ough and careful collection of evidence in
his book, so we would expect fo find him
supporting a similarly careful, measured
setoftactics tobring about the changes we
need. And he doea precisely this. Roodman
is very much an incrementalist, suggest-
ing plausible multi-year phase-ins and
gradual coalition-building, small changes
in tax rates, gentle rates of change. This
smooth path is the author’s choice as the
best way to winsupport and achieve politi-
cal victories. Here is how Roodman views
the future political chance of meaningful
fiscal reform: :

“Locking ahead, the voices in support
of change will only grow stronger. Environ-
mental problems will increase in severity
as population grows and throwaway con-
sumerism spreads, prompting renewed
calls foraction. And the young but expand-
ing companies on the winning side of re-

‘ form, from wind turbine manufacturers to

software makers, will likelyorganize them-
selves into increasingly effective coali-
tions” : o
Ifyou're anoptimist like this, youcan
afford to call for incremental ateps to re-
form. Butlet’s pursue this tangent further.
Coulda pessimist not makethsexact
opposite claim? “Every small victory for
the environment will cut support for fur-
therreforms. And youngclean companies
will be bought out, taken over and swal-
lowed up by larger, polluting companies so
that no sizeable voice for reform will ever
emerge from the corporate sector.”
[continued on page 10
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1fear that the pessimistic view seems
tobethe truer at; present. Sofar, curefforts
have not even stopped most of the egre- .
gious outright subsidies for environmen-
tal destruction. If those outrages aren't
powerful encugh to build a winning con-
stituency forreform, why would phased-in
environmental taxshifts excite larger num-
bers of people?

The atrength of the incremental ap-
proach is also its biggest disadvantage --
calmideas dolittle to make the heart beat
faster and get us out of vur chairs. What I
would like to see in a future book is a
throwing down of the gauntlet. Paying 2
poliuter to pollute is not only poor fiscal
policy, it’'smorally wrongand just as there’s
a place for sober argumentsation, so is
there a place forzeal and righteousness. A
bold initiative might enroll additional
supporters beyond those conwnced by
sound economirs reasoning,

Meanwhile, if you are at all sericus
about environmental tax shifting, mar-
kets, environmental protectionand fiscal
reform, you will need this book on your
shelf. And one last point -- the index is
. really good. Iwmhlcouldsaythatmom
" often.

You morderl'lg__mLEegM
. Nations by clicking hittp://
. wunp.progress.org/ banneker /sale. Toorder
Tox Shift or The Losses of Nations, click
: http / /www progress org/books Forthe

| H.coutactLuumDonomn . ]
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