Incentives


A widely supported approach to the problem of cost allocation for environmental improvement is government investment, subsidy, and other economic incentives. For instance, government might give firms a tax break for purchasing (and using) pollution-control equipment, or it might offer matching grants to companies that install such devices. A different example is the “Future-Gen” project, launched in 2003. It commits the federal government to underwriting 80 percent of the $1 billion or so cost of industry’s developing a cost-effective new generation of coal-fired plants that emit no greenhouse gases into the atmosphere.
In its “33/50 Program,” the EPA tried a different approach. It asked 600 industrial facilities to reduce voluntarily their discharges of seventeen toxic contaminants, first by 33 percent, then by 50 percent. The incentive for firms to commit to the reductions was simply the public relations opportunities afforded by EPA press releases and outstanding performance awards—along with, perhaps, the firms’ desire to stave off future regulatory action.

The advantage of an incentive approach is that it minimizes government interference in business and encourages voluntary action rather than coercing compliance, as in the case of regulation. By allowing firms to move at their own pace, it avoids the evident unfairness to firms that cannot meet regulatory standards and must either relocate or fail. In addition, whereas regulated standards often encourage only minimal legal compliance, an incentive approach provides an economic reason for going beyond the minimum. Firms have a financial inducement to do more than just meet EPA standards.
But incentives are not without disadvantages that bear moral overtones. First, as an essentially voluntary device, an incentive program is likely to be slow. Environmental problems that cry out for a solution may continue to fester. Incentive programs may allow urgently needed action to be postponed. Second, government incentive programs often amount to a subsidy for polluters, with polluting firms being paid not to pollute. Although this approach may sometimes address the economics of pollution more effectively than the regulatory approach, it nonetheless raises questions about the justice of benefiting not the victims of pollution but some of the egregious polluters. Third, incentive programs can be abused, and determining their cost-effectiveness can be problematic. Indeed, when promoted by business lobbyists and sectional political interests, the environmental gain they bring may not be worth the cost. For example, the United States spends billions upon billions to subsidize the conversion of corn to ethanol. The subsidy benefits agribusiness and other corporate interests, but its positive environmental impact is slight. Worse, by reducing the amount of food produced, the subsidy has helped drive up world food prices, with painful consequences for the poor.
Factory Farming
Business’s largest and most devastating impact on animals, however, is through the production of animal-related products—in particular meat. Many of us still think of our chicken and beef as coming from something like the idyllic farms pictured in storybooks, where the animals roam contentedly and play with the farmer’s children. But meat and egg production is big business: Every year in the United States 10 billion birds and mammals are raised and killed for food. Today most of the animal products we eat are from factory farms. In 1921, the largest commercial egg farm had a flock of 2,000 hens that ran loose in a large pasture; today the largest commercial flock contains 2.5 million birds, and 80 percent of the 440 million laying hens are housed in 3 percent of the known chicken farms. These birds live in small multilayer wire cages.
Laying hens that are stuffed into tiny cages with several other chickens now produce over 95 percent of our eggs. In these cages, hens are unable to satisfy such fundamental behavioral needs as stretching their wings, perching, walking, scratching, and nest building. Unsuited for wire cages, they suffer foot damage, feather loss, and other injuries. Birds are “debeaked” to prevent pecking injuries and cannibalism from overcrowding.
Of the 95 million hogs born each year in the United States, 80 percent spend their lives in intensive confinement. Piglets are weaned after only three weeks and placed in wire cages or tiny cement pens. Once they reach 50 pounds, they are moved into bare 6-foot stalls with concrete-slatted floors. Veal calves have even worse lives. To produce gourmet “milk-fed” veal, newborn calves are taken from their mothers and chained in crates measuring only 22 inches by 54 inches. Here they spend their entire lives. To prevent muscle development and speed weight gain, the calves are allowed absolutely no exercise; they are unable even to turn around or lie down. Their special diet of growth stimulator and antibiotics causes chronic diarrhea, and the withholding of iron to make their meat light-colored makes them anemic. The calves are kept in total darkness to reduce restlessness.

The individuals involved in the meat and animal-products industries are not brutal, but the desire to cut business costs and to economize routinely leads to treatment of animals that can only be described as cruel. Philosopher and animal rights advocate Tom Regan describes their treatment this way: 
In increasing numbers, animals are being brought in off the land and raised indoors, in unnatural, crowded conditions—raised “intensively,” to use the jargon of the animal industry…. The inhabitants of these “farms” are kept in cages, or stalls, or pens … living out their abbreviated lives in a technologically created and sustained environment: automated feeding, automated watering, automated light cycles, automated waste removal, automated what-not. And the crowding: as many as 9 hens in cages that measure 18 by 24 inches; veal calves confined to 22 inch wide stalls; hogs similarly confined, sometimes in tiers of cages, two, three, four rows high. Could any impartial, morally sensitive person view what goes on in a factory farm with benign approval? 
An incentives-based approach is likely to be slow and sometimes amounts to paying polluters not to pollute.





Special interests can distort incentive programs.





The desire of the meat and animal-products industries to economize leads to their treating animals in ways that many reject as cruel and immoral.








