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Introduction

Since the landmark studies by the US General Accounting Office (GAQ; 1983)
and the United Church of Christ (1987), the environmental justice literature
has consistently shown that poor and minority households systematically live
in more polluted neighborhoods. This correlation appears to be guite robust
to the type of pollution considered: for example, the poor live closer to hazard-
ous waste facilities, landfills, and other locally undesirable land uses (LULUs);
they live closer to large air polluters; and they live in communities with higher
concentrations of air pollutants.! The correlation is also robust to the statistical
methods employed by researchers.” In short, the correlation qualifies as a “styl-
ized fact” as much as anything in social science.

This finding of a disproportionate environmental burden borne by the
poor and people of color has led to the introduction of several “environmen-
tal justice acts” in Congress (although none have passed) and to President
Bill Clinton’s Executive Order 12898. Still in force, the order requires nondis-
crimination in federal environmental programs and focuses federal resources,
such as the Brownfields Program of the US Environmental Protection Agency
(EPA), on low-income and minority communities. More recently, the EPA has
launched a number of initiatives to incorporate environmental justice consid-
erations into its rule making.

In addition to such top-down initiatives, the environmental justice find-
ings have fed grassroots activist movements. Sometimes with help from na-
tional leaders of the environmental justice movement, local stakeholders have

sought more involvemnent in permitting polluting facilities and in making other
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environmental plans.” They also have filed lawsuits against governments for
discriminatory environmental enforcement and against polluters for environ-
mental nuisances. For example, in one prominent case, local activists forced
California’s South Coast Air Quality Management District to settle a suit over
the geographic distribution of trades under its Regional Clean Air Incentives
Market (RECLAIM) pollution trading program.

Evaluating claims of discrimination and injustice requires an understand-
ing of the social causes lying behind the correlation between pollution and de-
mographics. So does evaluating the efficacy of any policy remedies. Economic
models can provide important insights into these issues. These include eco-
nomic models of discrimination, of local public goods and real estate markets,
of firms’ profit maximization, and of political organization and lobbying. Gen-
erally speaking, these models have tended to “push back” the locus of injustice
from firms’ individual decisions, such as where to locate and how to operate, to
the more fundamental issue of the distribution of income and wealth and the
ways in which markets allocate goods—including environmental amenities—
to households. This point has been made well both by critics and by partici-
pants in the environmental justice movement, and has been discussed fruitfully
by such authors as Vicki Been (1993, 1994), Lynn Blais (1996), Sheila Foster
(1998), and Laura Pulido (2000), among others.

Despite the importance of the question, we do not really understand which
socioeconomic forces lie behind the observed correlations. Moreover, the full
implication of these various economic models for the distributional impacts
of potential policy remedies for environmental injustice has not been well un-
derstood, either. Yet if the ultimate social goal is actually to improve the welfare
of disadvantaged groups, as well as to describe social processes, understand-
ing the distributional effects of environmental policies is crucial. These dis-
tributional effects will, in turn, depend on the social process generating the
observed pattern in the distribution of pollution. Consequently, the social
forces driving the poor’s exposure to pollution represent a critical lacuna in

our understanding.

The Lone Mountain Forum

For this reason, we felt it was time to revisit environmental justice questions,
with a concentrated effort to flesh out the economic and social dynamics lying
behind the observed correlation between pollution and demographics. The op-

portunity to make that effort came with a Lone Mountain Forum, organized by
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the Property and Environment Research Center (PERC). The forum was made
possible with generous support from the Earhart Foundation.

The authors of the chapters included in this volume gathered in Big Sky,
Montana, in October 2008. The authors were all economists, but our group
also contained a mix of additional economists and legal scholars, who joined
us in the dialogue.” Additionally, the group included scholars long engaged in
the environmental justice literature as well as others who were new to it and
brought fresh perspectives.

One thing we did not try to do was to revisit the question of whether there
is a correlation between pollution and the presence of poor or minority house-
holds. Granting the presence of at least a simple correlation, we came rather
to discuss questions about the economic forces lying behind it, seeking to gain
insights from both theoretical models and empirical analyses. We also wanted
to explore the implications of these insights for public policy.

The chapters in this volume are the fruits of that meeting. While they all
come from the perspective of economists, our hope is that they will be of use to
all participants in environmental justice conversations, including legal scholars,
sociologists, geographers, philosophers, and historians, whether in academia,
government, business, or community organizations.

These research questions and their intended audience motivated the title
of the collected volume, The Folitical Economy of Environmental Justice. The
term “political economy” conveys the discipline of economics lying at the heart
of the volume, of course, but it has numerous additional shades of meaning
beyond simply “economics” It can mean the economic analysis of politics and
public choice, including interest group politics, regulation, and redistribution.
It can mean simply wedding economics to public policy. And it has an older,
archaic meaning growing out of its roots in moral philosophy, as the more
comprehensive study of societies and states in all their economic, political,
legal, historical, and moral aspects. All of these meanings are packed into this

term, which serves as part of the volume’s title.

Economic Models of Environmental Justice

Economists’ perspective on environmental justice issues was articulated first
and best by James Hamilton (1995). Hamilton identified three broad categories
of explanations for environmental justice correlations: pure discrimination,
economic efficiency, and political action. Promoting some of his subcategories

and adding another, I consider these in six categories.
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The first category is “pure discrimination.” Following the model of Becker
(1957), this notion is that firms may have a differential preference for shelter-
ing whites from pollution or even a perverse desire to harm minorities. Es-
sentially, firms act to achieve a set of objectives, which includes not only profits
but also discriminatory preferences for environmental outcomes on different
demographic groups. Firms would thus make production decisions that harm
minorities even if it is not in their own profit-maximizing interests, paying a
price in foregone profits to indulge their discriminatory tastes. Believing firms
focus solely on profits, economists tend to be skeptical of this explanation.

A second interpretation, known as “coming to the nuisance,” essentially re-
verses the causality. Firms site their facilities and make other production deci-
sions for numerous reasons, and local demographics may be a negligible factor.
If they do emit pollution in any given location, for whatever reason, however,
it will make that location less attractive to residents. Wealthier households, in
particular, with more opportunities, will move out, lowering demand for hous-
ing in the area. Consequently, local land and housing prices will fall. Poorer
households may actually move in, prioritizing the low housing costs despite the
disamenity of the pollution. This process was well articulated by Vicki Been in
a series of influential articles (1993, 1994, 1997), as well as by Hamilton (1995)
and Blais (1996). Banzhaf and Walsh (2008) and Banzhaf, Sidon, and Walsh
(see Chapter 4) confirm this intuition in a formal economic model in the style
of Tiebout (1956, whereby households choose neighborhoods in which to live
based on local amenities and costs (including property prices and tax rates).

In this way, the demographics might follow the spatial distribution of the
pollution. As long as there is some pollution, it must have a spatial distribu-
tion, and so somebody will be nearest to it. As emphasized by Charles Tiebout
himself, these models suggest that ultimately the spatial distribution of pol-
lution is economically efficient. The term “efficient” is a linguistic minefield,
which can lead to substantial misunderstanding between economists and oth-
ers. To economists, it means simply that households with the highest values for
a cleaner environment—those with the highest willingness to pay, in econo-
mists’ jargon—do, in fact, avoid it in the end. Conversely, those with the lowest
willingness to pay for a cleaner environment—those least willing to sacrifice
other goods like housing, food, or entertainment—are the ones living nearest
the pollution.

If people’s values for avoiding pollution differ because of differences in

family makeup (e.g., the presence of children or the elderly), physical sensitivity
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to pollution (e.g., having asthma), or similarly formed preferences, then the
allocation would seem quite sensible indeed. However, these values also pro-
ceed from people’s ability to pay, based on their income. This raises additional
questions about the nature of injustice but pushes those questions back to the
undetlying distribution of income itself as the more fundamental issue. That
is, the question turns to why particular groups or individuals are poor in the
first place and hence unable to acquire some of the good things in life—a clean
environment included.

A third, and closely related, interpretation is that the geographic pattern
of local environmental nuisances arises from negotiations between firms and
local stakeholders, whereby firms compensate communities for hosting un-
wanted facilities (Hamilton 1993, 1995). As Ronald Coase (1960) famously ar-
gued, such negotiations would arise when the right to pollute (or to be free of
pollution) is clearly defined and when the costs of negotiation and transacting
compensatory payments are low.

Coase (1960) pointed out that when property rights are well defined,
they also become tradable. Specifying the right to pollute—or to be free from
pollution—allows pollution, too, to be traded. Coase suggested, for example,
that negotiations could arise over factory smoke. If factories have a right to pol-
lute, local residents may pay them not to pollute. If local residents have a right
to be free from pollution, factories might compensate them to accept some
pollution. In the same way as can happen through land markets, environmental
quality will again be highest near those who value it most highly, and lowest
near those who are prepared—for whatever reason—to sacrifice fewer other
goods to obtain it.

In this Coasian world, other things equal, firms would locate in neighbor-
hoods that are willing to accept lower payments as compensation. Like the
Tiebout model, the Coasian model implies that the spatial distribution of pol-
lution is economically efficient but again only conditional upon the existing
distribution of income. The primary difference between the two models is that
Coase’s is a story of firms choosing a location based on their negotiations with
local residents, whereas Tiebouts is a story of households choosing a location
based on its existing amenities and prices.

Fourth, firms may seek out areas with weaker political resistance to their
polluting activities. If local residents must use costly political action to fend
off unwanted pollution, then the level of their political resistance is likely to

be proportionate to their willingness to pay to avoid pollution. In this way,
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political wrangling can be, for all practical purposes, a special form of the pric-
ing mechanism operating through the Coasian process, and so, too, the out-
come might be efficient in the same way—again, conditional on the existing
income distribution (Becker 1983).° Those with the highest willingness to pay
to avoid pollution invest the most in pollution-resisting activism; meanwhile,
firms seek to avoid paying the political cost of trying to overcome such activism
and so avoid those communities.

However, the strength or weakness of a community’s political opposition
may not, in fact, be proportionate to its desire to avoid pollution. Some com-
munities may have better access to the halls of power than others. Others may
be better organized politically or, in Coasian language, may face lower transac-
tion costs of coming together to negotiate with (or oppose) polluting firms.
Hamilton (1993, 1995), for example, found that communities with lower voter
turnout were more likely to see local firms expand their processing of hazard-
ous wastes (see also Brooks and Sethi 1997; Arora and Cason 1999). From this
perspective, environmental justice activists who provide legal advice and fa-
cilitate local capacity building in poor neighborhoods are achieving two ends:
they are serving the poor while helping these social processes to function more
efficiently, lowering Coasian transaction costs.

A fifth interpretation is that firms, while not reacting so much to local de-
mographics per se, are attracted to other factors that happen to be spatially
correlated with the demographic composition of neighborhoods. Examples of
such factors might include low wages, low land prices, access to transportation
corridors, and proximity to suppliers or to other similar firms (because of so-
called agglomeration economies). Wolverton (2009; see also Chapter 8) finds
that such factors do appear to be one of the main drivers behind firms’ location
decisions. Some of these factors, like low wages, might, in fact, be demographic
characteristics. Other factors might be correlated with demographics indirectly
through Tiebout-like processes. For example, nearby transportation corridors
may be an attractive amenity to firms but a disamenity to households, one that
drives away the richer residents. Or the age of a community’s housing stock
might well be tied historically to the development of nearby manufacturing,
and it may be the life cycle of the housing stock that drives the observed cor-
relations. Research by Rosenthal (2008) and Brueckner and Rosenthal (2009)
shows that a community’s population tends to grow poorer over time along

with the age of the housing stock, until the community reaches a period of
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redevelopment and renewal. Further exploration of this so-called filtering
model in the environmental justice context would be fruitful.

A sixth and final interpretation focuses attention not so much on firms
as on government—and its failure to enforce environmental standards and
regulations equitably. Governments might, for example, enforce such provi-
slons more rigorously in areas with higher levels of political support for the
current administration. But they need not be intentionally discriminatory for
such outcomes to arise. Government enforcement agencies may find it easier
or even more efficient to react to complaints from local citizens. But as with
the “squeaky wheel that gets the grease,” those agencies would be more likely to
respond to better organized, better connected, and otherwise more politically
powerful citizens (see McCubbins and Schwartz 1984; Hamilton and Viscusi
1999). If environmental justice communities are more poorly organized or po-
litically connected, this dynamic would give rise to the observed environmental
justice correlations. (If so, this might also be a further reason that firms would

be attracted to areas with less political power. )

Why “Why" Matters

No doubt, others would be able to offer additional explanations, but these are
the ones most likely to occur to most economists. Even the very act of listing
them can help overcome a common misunderstanding between economists
and others about the idea of “environmental justice” or “environmental rac-
ism.” When an economist hears these terms, he typically thinks in terms of the
first model described above, the story of pure discrimination, in which firms
sacrifice profits in order to steer pollution toward less valued groups. Interpret-
ing “discrimination” or “injustice” through the lens of this particular model,
economists and many social scientists have tended to subject environmental
justice correlations to various controls (e.g., multivariate regression). If the
correlation between pollution and poor and minority populations disappears
when controlling for other factors, such as education, land values, or voter
turnout, then economists often conclude that there is no environmental justice
concern. Indeed, they too often conclude that environmental justice advocates
and researchers from other disciplines are simply naive.

In fact, if we economists would spend a little more time reviewing the en-
vironmental justice literature, we would realize that very few people have ever

made the suggestion that firms’ tastes for something like “pure discrimination”
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are responsible for the observed correlations. Most are well aware of the socio-
economic processes involved. Indeed, many scholars (e.g., Bullard 1990; Foster
1998; Pulido 2000) have articulated nuanced conceptual frameworks for inter-
preting environmental justice questions, frameworks that exhibit a grasp of the
economic issues that might surprise some economists.

From the point of view of many of these alternative frameworks, the fact
that market and/or political forces lead to the observed correlations between
pollution and demographics does not render the question of an “injustice”

moot. Indeed, consider the EPA’s definition of environmental justice:

Environmental Justice is the fair treatment and meaningful involvement of all
people regardless of race, color, national origin, or income with respect to the
development, implementation, and enforcement of environmental laws, regu-
lations, and policies. EPA has this goal for all communities and persons across
this Nation. It will be achieved when everyone enjoys the same degree of protec-
tion from environmental and health hazards and equal access to the decision-
making process to have a healthy environment in which to live, learn, and work.
(EPA 2010)

Bryant (1995) defines it this way:

[Environmental justice] refers to those cultural norms and values, rules, regula-
tions, behaviors, policies, and decisions to support sustainable communities,
where people can interact with confidence that their environment is safe, nur-
turing, and productive. Environmental justice is served when people can realize
their highest potential, without experiencing the “isms.” Environmental justice
is supported by decent paying and safe jobs; quality schools and recreation;
decent housing and adequate health care; democratic decision-making and
personal empowerment; and communities free of violence, drugs, and poverty.
These are communities where both cultural and biological diversity are re-

spected and highly revered and where distributive justice prevails. (p. 6)

Of the two, Bryant’s is clearly the more holistic, encompassing a wide range of
issues only indirectly connected to the natural environment. But the key point
is that both definitions encompass notions of procedural justice and distribu-
tive justice, while neither focuses on the question of the infent of polluters.”
Beyond clarifying the vocabulary of “discrimination,” understanding which
of these explanations are the most significant is important for three additional

reasons. First, it colors the interpretation of the injustice in the distribution of
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pollution. Second, it has implications for the efficacy of policies designed to re-
verse environmental justice correlations. And third, it has implications for the
actual welfare effects on the poor of cleaning up their neighborhoods.

If the correlation between pollution and minority and poor populations
results from intentional discrimination by government agencies, it would vio-
late the equal protection clause of the Constitution and possibly Title VI of the
Civil Rights Act of 1964 (which prevents discrimination by agencies receiving
federal funds).® Even if there were no discriminatory intent, there would still
be a question about the justice in the agencies’ procedures as well as concerns
about distributive justice.

If the observed correlations are a consequence of “coming to the nuisance”
and similar socioeconomic processes mediated through real estate markets and
housing decisions, however, then the correlation between pollution and demo-
graphics appears not so much a cause of an unequal distribution as a result. In
this case, there is still a question of distributive injustice, but the locus of that
injustice lies in the underlying distribution of income rather than in the distri-
bution of environmental quality.

The environmental justice literature, by and large, has acknowledged the
potential role played by market dynamics while arguing that such processes do
not undermine the normative significance of the injustice of disproportionate
environmental burdens. Be that as it may, it does not follow that understanding
such social processes is irrelevant. However unfair the distribution of income,
markets provide an effective opportunity for individuals and groups to en-
hance their welfare, given their limited resources. It follows that if market-based
processes (such as Tieboutian allocations mediated through real estate markets
and Coasian bargaining over pollution itself) are important, then undermining
the market outcomes may undermine the efforts of even the most disadvan-
taged groups to better themselves. Focusing on the root problem—poverty—
by redistributing income is likely to be a more effective way to improve the
welfare of the poor than improving environmental quality.

For example, a Tiebout process of “coming to the nuisance” would under-
mine the efficacy of any policies designed to reverse the correlation through the
targeting of firm behavior. As pointed out by Been (1993), as long as some areas
are more polluted than others, migration might always reestablish the corre-
lation. Perhaps more importantly and more surprisingly, the process would
have important and counterintuitive implications for household welfare. For
instance, Sieg et al. (2004) and Walsh (2007) find that targeting dirty, poor
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neighborhoods for cleanup with the intention of helping the local residents
can be counterproductive. The reason is that residents who live in dirtier com-
munities tend to place a high priority on low-cost housing relative to the en-
vironment, presumably because they cannot afford to sacrifice such necessities
given their limited finances. In contrast, new residents who move in following
a cleanup have a higher willingness to pay for environmental quality. As they
move in, they bid property values up by their own higher willingness to pay.
Thus, cleaning up the environment may increase housing costs for the poor
by more than their willingness to pay. Moreover, as they generally rent their
housing, poor residents stand to lose from these increased housing costs, while
landlords reap the benefit. Sieg et al. (2004 refer to this effect as “environmen-
tal gentrification.” Such perverse distributional effects are not only a concern
of the academic literature: they have emerged as a top concern of grassroots
movements as well, as expressed in a recent report from the National Environ-
mental Justice Advisory Council (NEJAC; 2006). This issue of environmental

gentrification is discussed in more detail in Chapters 2 and 3.

Role of Housing Discrimination

One theme in the economic approach to environmental justice that has
emerged is the importance of market processes in allocating pollution, as a
more subtle yet more realistic process than pure discrimination in production
decisions. But this begs the question, what about discrimination in those medi-
ating markets, especially the real estate market?

The question pushes the logic back one step, but many of the principles are
the same. The most overt possibility here is pure discrimination in the housing
market. In this case, pure discrimination is, on the face of it, more plausible,
although discriminating sellers or real estate agents must still pay a price for
their discrimination in the form of foregone customers. Nevertheless, histori-
cally, pure discrimination in the housing market has taken the form of neigh-
borhood covenants and the refusal to sell or rent to individuals of color. But
there is an indirect version of discrimination here as well. A more subtle form
of discrimination is the decision of individuals to live (or not live) in a neigh-
borhood based on its demographic composition. For example, segregation will
arise if whites prefer to live with other whites, as evidenced in processes such as
“white flight” Importantly, the converse does not necessarily follow: the exis-
tence of segregation does not necessarily imply such indirect discrimination. It
could follow, for example, from the Tiebout process and interracial differences

in willingness to pay for public goods (McGuire 1974).
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Cutler, Glaeser, and Vigdor (1999), in their fascinating historical study of
segregation in the United States from 1890 to 1990, found that the pattern of
housing costs for blacks and whites suggests that pure discrimination marked
the rise of segregation in the first two-thirds of the 20th century but that the
more implicit form, based on individual residential choices, was more salient
by 1980." Card, Mas, and Rothstein {2008), for example, estimate that in most
cities, whites begin to flee neighborhoods when minorities comprise 5 to 20
percent of the population. These estimates are consistent with survey findings
about whites’ tolerance for minority neighbors. Blacks, on the other hand, state
that they prefer a 5050 mix of racial composition (Farley et al. 1978; Farley
and Krysan 2002).

Such housing market behavior can magnify the consequences of the Tiebout
model for environmental justice. As shown by Schelling (1971, 1972), even when
everybody prefers some integration, such preferences can result in a “tipping
point” at which communities become quite segregated. When combined with
the Tiebout model, it is not surprising that whites enjoy the high-amenity areas
(see Becker and Murphy 2000; Banzhat and Walsh 2010; see also Chapter 4).
These areas have higher land values not only because of their environmental
amenities but also because the white majority values them simply because they
are whiter. This white premium becomes yet another force driving minorities
to more polluted communities: they must not only join white communities to
obtain high levels of public goods and risk being the “odd man out,” but they
must also pay extra for the privilege (Ford 1994). Consistent with these hy-
potheses, Depro and Timmins (see Chapter 5) find preliminary evidence that

minorities face a higher opportunity cost of obtaining clean air than do whites.

Advancing the Ball

The chapters in this volume all speak to one or more of these issues, either test-
ing various economic theories of environmental justice correlations, working
out hypotheses about their respective implications for public policy, or testing
those derived hypotheses. In some cases, the chapters make use of an online ap-
pendix, at http:/fwww.sup.org/environmentaljustice, where additional details
about the data and empirical findings can be found. Each chapter references the
appendix where appropriate.

A plurality of the chapters explores various aspects of Tiebout’s hypoth-
esis that real estate markets mediate the exposure of demographic groups to
pollution. Reviewing the evidence, Eleanor McCormick and I find substantial

support for this mechanism (Chapter 2). We also find evidence of the effects of



12 Chapter 1

gentrification on prices. Brooks Depro and Christopher Timmins (Chapter 5)
provide additional evidence of Tiebout’s process in a detailed study of house-
holds’ responses to ozone improvements. Whites appear to be more likely to
move up to low-ozone neighborhoods than are blacks or Hispanics.

On the other hand, in Chapter 6, Trudy Ann Cameron, Graham Crawford,
and Ian McConnaha do not find such systematic patterns in their examina-
tion of the evolving demographics around Superfund sites. They point out
that white males tend to view environmental risks as smaller, so minority and
female-headed households may be less likely to “move to the nuisance.” More-
over, they point out that observing these patterns in the data over time is com-
plicated by the changing perceptions of risks as some contaminated sites are
either cleaned up or, alternatively, permanently stigmatized.

Other chapters exploring the issue provide additional nuance to our under-
standing of gentrification. Jacob Vigdor (Chapter 3) points out that if environ-
mental justice communities have many vacant houses, then the excess housing
supply may be more than sufficient to absorb the increase in demand following
cleanup, so investments in environmental justice communities may not trigger
price increases. Similarly, Douglas Noonan (Chapter 7) points out that many
projects involve redevelopment. If the increased supply from the new develop-
ment balances the increased demand from the improved amenities, then there
will not be any price effect. Neither author finds evidence of price apprecia-
tion in the applications they consider, cleanup of Superfund sites in the former
case and a brownfield-to-greenfield project in the latter. Finally, in Chapter 4,
Joshua Sidon, Randall Walsh, and I consider the case in which households sort
on the demographic composition of the community as well as amenities like
the local environment. Such preferences reinforce the observed environmental
justice correlations but also dampen gentrification effects.

Ann Wolverton (Chapter 8) offers what may be the strongest analysis of
firm locational choice in this literature. She finds that when firms site their
polluting facilities, they prioritize factors that likely lower their operating costs
and locate in areas with lower wages, with good access to transportation, and
with existing activity in their industry. After controlling for these factors, the
racial composition and income of communities do not appear to factor in their
locational decisions.

There thus seems to be substantial evidence for the second hypothesis
for observed environmental justice correlations discussed above {mediation

through land markets) and the fifth (profit-maximizing locational choices by
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firms). However, progress is not made only by verifying ideas. Eliminating hy-
potheses is just as useful. In Chapter 9, Ronald Shadbegian and Wayne Gray
consider the sixth hypothesis, discrimination by governments. They test for
variation in states’ pollution enforcement activity based on local demographics
and find no connection (with the exception that liberal areas get more enforce-
ment and conservative areas less). Similarly, in Chapter 10, Robin Jenkins and
Kelly Maguire find no connection between state taxes on hazardous wastes and
local demographics.

This still leaves at least two important economic theories that were not ex-
plored by the authors in this volume. One is Coase’s theory of compensatory
transactions for pollution. There is some evidence that Coasian processes are
functioning in local pollution markets. For example, in their study of the largest
solid waste landfills in the United States, Jenkins, Maguire, and Morgan (2004)
find that about half of the landfill owners provide compensation to communi-
ties, with payments averaging about $1.5 million in 1996, and in one case $20
million. Forty-six percent made regular cash payments, and 36 percent made
miscellaneous in-kind payments in the form of wells, parks, firehouses, and so
on. Thus, although not universal and although probably hampered by high trans-
action costs, Coase’s mechanism appears to be working, at least to some extent.

The second hypothesis that this volume does not directly address is the role
of political power and local interest groups in firms’ pollution decisions. As
noted previously, polluting firms may avoid communities that are better or-
ganized and have more political power, and Hamilton (1993, 1995) presented
evidence on the importance of these factors, as measured by voter turnout.
Since Hamilton’s seminal work on this topic, new developments in the politi-
cal economy have opened up potentially new lines of inquiry. For example,
Alesina, Baqir, and Easterly (1999) have hypothesized that areas with more de-
mographic heterogeneity will have the hardest time assembling for collective
action. They find that more heterogeneous communities have lower levels of
public goods. Similarly, Vigdor (2004) finds that such communities have lower
response rates for the US Census, despite the fiscal advantages to a commu-
nity of responding,. Similar organizational problems may plague heterogeneous
communities when it comes to negotiating (or opposing) polluting facilities
(Videras and Bordoni 2006).

Both these areas are worthy of further exploration, as are no doubt all those
discussed in this volume. If the volume succeeds as we hope, it will be in its role

as a conversation starter that motivates still more exploration of those topics.



