Common access goods and the threat to sustainability
A [image: Overfishing problem]typical example of the common access problem is overfishing. Fishermen depart every morning to the open seas, ready to catch as much fish as they can without any restriction. Each boat is interested in its own catch, but the overall effect for fish stocks is that of overfishing: too much fish is taken out of the sea before it can reproduce. The population of cod and tuna is suffering from overfishing in the North Sea and in the Mediterranean as stocks are being depleted below the regeneration point.
Sustainability
As the example shows, common access resources are another case of market failure, in particular because of their threats to sustainability. Overfishing is deemed unsustainable, according to the following definition:
 
Important
Sustainability requires that the needs of present generations are met without compromising the ability of future generations to meet their own needs. It requires a balance between economic, environmental and social objectives.
The problem of common access resources was first shown by Hardin with the term Tragedy of the Commons. He described how overgrazing was depleting common land in Medieval times – his study has been applied to other commons such as the global climate in the Stern Review 2006. In his Review, Lord Stern defined climate change as the greatest externality of our times. From our knowledge of negative externalities, we would be able to show it as follows.
With this diagram, we can discuss how economic activity which relies on fossil fuels (oil, coal, gas) is damaging the global climate, irrespective of where emissions are coming from. As global temperatures rise, the climate is changing, with consequences such as the disruption of weather patterns, catastrophic events like hurricanes, flooding and the spread of diseases like malaria.
The current rate of CO2 emissions poses serious threats to the sustainability of our planet. It is also a challenge for the development of poorer countries for two reasons. On the one hand, people in developing countries are the most hit by climate-related disasters. This is because tropical climates will be most affected, and because poorer people have limited resources (both financial and technological) to adapt to changing climates.
On the other hand, they often try to escape poverty by try to feed as many mouths as possible today. This involves over-exploiting land to obtain the maximum agricultural yield in the present, but it undermines the ability to produce more in the future. Land resources, including natural fertilizers and water, need to regenerate over time.
But the overexploitation of land for agriculture in order to escape hunger can be an unsustainable practice that undermines the future fertility of land.
Policies for sustainability
Government intervention can promote a more sustainable development in different ways. In some countries, the lack of property rights is a first obstacle. If people are assigned a plot of land, they are more likely to look after it sustainably. But if everyone can access it, their efforts may be useless: if they grow fruit, people will take it freely; if the plant grass, people will walk over it.
Governments can also provide financial incentives to end overexploitation of resources – for example, overfishing can be reduced by cutting subsidies to European fishermen. You can show this in the diagram below:
When subsidies are reduced, supply will shift to the left (from S1 to S2), price will increase from P1to P2. Also the quantity of fish consumed will decline from Q1 to Q2. This could allow some fish populations to regenerate – fishing would be more sustainable.
Elinor Ostrom (Economics Nobel Prize winner) was rewarded for her studies on cooperation in economic governance, especially of the commons, in 2009.
The problem of climate change can also be tackled with some of the instruments used to address other market failures. While carbon taxes and quotas are being discussed nationally, the international nature of climate change requires international cooperation if a globally sustainable solution is to be achieved. The UN Convention on Climate Change offers a platform to find a common deal for climate change. Every year, a huge international conference is called to bring developed and developing countries together. However, no deal has yet been reached on how to address climate change after the Kyoto Protocol expires.
 
Examiner Tip
This section of the syllabus is more descriptive and requires two types of knowledge: a good grasp of externalities and the diagrams to represent them, especially those showing how taxes work; a general knowledge of current affairs to show examples of sustainability in real life.
 
What you should know
· Common access resources, such as fisheries, are a threat to sustainability as individual users do not take into account the overall effect of their actions.
· CO2 emissions from economic activity are a negative externality aggravating the problem of climate change – the global atmosphere needs to be protected internationally.
· Solutions to promote sustainability include carbon taxes, tradable permits, property rights and economic incentives.
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