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There is some overlap and agreement on is-
sues by both authors. However, my comments
will focus primarily on the Anderson paper
because it is somewhat more controversial
than Willey’s. I will address the following four
questions: (a¢) What unifying theme or com-
mon problem is addressed by the authors? (b)
What are the strong points made by Ander-
son? (c) What are his shortcomings? (d) Can
Anderson’s ‘“‘new’’ paradigm be resolved with
the conventional wisdom of natural resource
economics thought?

Throughout my comments, I make the
explicit value judgment that increased eco-
nomic efficiency is the objective function by
which natural resource decisions should be
judged. I also make the conventional assump-
tions traditionally made by applied welfare
economists, especially that preferences of the
political-economic system can be measured in
monetary willingness-to-pay terms (Young).

Both papers address the following problem:
The adoption and diffusion of economic
(efficiency) evaluation criteria regarding na-
tural/environmental resource decisions by rel-
evant actors (politicians, bureaucrats, and the
electorate) have been and will continue to be
slow. Each author has a different explanation
for the problem, and makes a different call for
action.

Willey attributes the slow diffusion of eco-
nomic criteria to five factors: assumptions
made by economists in model building which
are unrealistic and difficult to test; the high
cost of overcoming the measurement problem
(e.g., pollution studies); incentives imposed
on economists (relating to publication pres-
sures) which result in the development of
oversophisticated theory with dubious social
payoff; economists’ use of questionable crite-
ria in evaluating human and other life; the fact
that economists, while supporting environ-
mental/resource policies on grounds of eco-
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nomic efficiency, are insensitive to politically
important income redistribution implications
for changes in property rights. Willey makes a
call for action grounded in a better integration
of economic research with the other sciences
and better communication with decision-
making groups. In my view, most resource
economists would agree with Willey’s call for
action.

Anderson, on the other hand, attributes the
poor diffusion of economic evaluation criteria
among resource decision makers to something
more fundamental in human nature, specif-
ically to what he calls **government failure,”’ a
concept developed by the public choice school
(e.g., Demsetz) that views the incentives for
actors in the resource decision-making arena
as such that their objective function(s) nor-
mally would not include economic efficiency.
Anderson’s plan of action calls for us to re-
shape our way of thinking by adopting solu-
tions to resource problems less tied
to government resource management and
founded, instead, on more extensive private
property rights definition, enforcement, and
transferability.

Two of Anderson’s major points are valid:
(a) There may exist ‘‘government failures’
precluding efficiency (e.g., Buchanan and Tul-
lock, Young). (b) If private property rights to
all natural resource assets can exist, be en-
forced, and be transferred, then decentralized
efficiency will result. However, in my view
there are far too many natural resource situa-
tions where the above ownership criteria can-
not be met at a low enough cost to justify
economically totally private management.
This leads to what I see as two major
shortcomings of Anderson’s paper.

First, in developing the elements of his NRE
paradigm, Anderson attacks what I believe to
be straw men associated with ORE, straw men
which do not represent the mainstream of the
profession. For this reason, his paper is mis-
leading. Second, and most important, there
are too many kinds of resource management
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situations where his NRE paradigm will fail to
improve efficiency relative to public manage-
ment, in spite of existing government failures
associated with ORE.

In constructing the (admittedly) sketchy
elements and policy mechanisms of NRE, An-
derson overcontrasts NRE and ORE by por-
traying ORE (actually certain ORE practition-
ers) as consisting of technicians who, once
armed with mathematical/statistical/theoret-
ical tools, are enamored with and sell the
government on large-scale computer models
as a basis for efficient management of natural
resources. This is misleading.

My view of the ORE paradigm, on the con-
trary, is one which seeks to find methods to
improve economic efficiency in natural re-
source management based on the following
(descending) order of preference.

Most preferred are those situations where
transactions costs of private natural resource
ownership/management are not too high and
where would-be entrepreneurs can be required
to face the opportunity costs of their deci-
sions. In such circumstances, the market is the
ORE’s best friend. Institutions should be put
in place which encourage private ownership,
enforcement, and transfer of property rights as
a means of encouraging economic efficiency.
For example, much ORE research has been
devoted to constructing private property in-
stitutions regarding the ownership and transfer
of western water rights such that economic
efficiency is encouraged while third party ef-
fects are minimized (e.g., Hartman and Sea-
stone).

As to the second most preferred (‘‘second-
best’’) set of existing circumstances, ORE
would take the view that in those situations
where extraction, use, and/or consumption of
certain natural resources makes heavy use of
open, unpriced common-property resources
which have high transaction costs associated
with defining private property rights, then
government pricing of residuals may be an
economically effective method of improving
efficiency.

It is my view that public ownership/man-
agement of certain natural resources (and as-
sociated benefit/cost evaluations of related
decisions) is viewed by many OREs as only a
third-best context in which efficiency can be
met. Very few mainstream economists would
suggest that benefit/cost analysis for public
resource investments is either fully under-
stood by agency practitioners or would be
properly applied even if it were understood.
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But, with all its acknowledged weaknesses,
distortion and abuse of benefit cost analysis
would not disappear if the government were to
stay out of it (Ciriacy-Wantrup).

Anderson’s second shortcoming is that he
ignores the fact that for many common prop-
erty resources (e.g., groundwater) where de-
fining private property rights has high transac-
tions costs, the opportunity cost of using the
resource may not confront the user, and
efficiency losses associated with private own-
ership and management may be greater than
the losses from public management and asso-
ciated government failure.

Demsetz (who is cited by Anderson) has
shown that, in general, many market failures
can be seen as falling under the high transac-
tions cost framework whereby the costs to the
individual of information, contracting, and en-
forcing are large (relative to the benefits), and
there is too little incentive for the private sec-
tor to undertake economically efficient ac-
tivities, such as efficient groundwater man-
agement (Young).

I believe that Anderson’s NRE can be re-
conciled with the ORE paradigm that he
criticizes. In my view, although ORE and
NRE represent a convenient line of demarca-
tion, there is not much difference in principle,
if in application. NRE could be incorporated
into the ORE ‘‘mainstream’’ by subjecting the
‘‘privatization’’ hypothesis to tests where
possible, a benefit-cost assessment of NRE, so
to speak. For those resources for which man-
agement under private ownership causes
fewer efficiency losses than government fail-
ures associated with public management (a
possible example may be the market for sur-
face water rights), institutional modifications
relying on privatization would be viewed
favorably by OREs and Anderson alike.
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