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Rural Development and Environmental 
Policies – Old and New

Increasing Role of Rural Development
Rural development plays an increasingly important 
though complex role in meeting the economic, social 
and environmental challenges of the 21st century. While 
farming and forestry remain crucial for the economy in 
rural communities, increasing attention is paid to sustain-
able use of natural resources and to alternative sources of 
income for example tourism. This chapter looks at prob-
lems, incentives and institutions affecting policy deci-
sions and choice of policy instruments in relation to rural 
development and sustainable agriculture and forestry. For 
illustrative purposes the empirical focus is the Baltic Sea 
Region occasionally including the USA. The message, 
however, concerning the development and implementa-
tion of sustainable rural development goes beyond the 
region.

From 19th Century Focus on Production
In the industrial society dominating the last century ru-
ral areas were thought of in terms of its economic con-
tribution made by forestry and agricultural production. 

Policy and 
Policy Instruments

Karin Hilmer Pedersen
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In Europe and elsewhere the focus was on productivity 
and efficiency, but throughout modern history the means 
to achieve these goals were different. On one side of 
the Baltic Sea countries associated with The European 
Union (EU) and its Common Agricultural Policy (CAP) 
increased productivity through direct and production-
linked income subsidies to farmers. The consequence was 
over-production illustrated with ‘wine-lakes’ and ‘butter-
mountains’. On the other side countries which belonged to 
the now cracked Soviet communist system sought produc-
tivity through centrally developed and decided production 
plans. In these cases, however, agriculture did not generate 
substantial surpluses contributing to general affluence but 
rather endemic shortages and deficits. Despite these differ-
ences the focus on production cherished by both systems 
had hazardous consequences to the environment causing 
water pollution, soil degradation, and decreased biodiver-
sity. Adding to theses challenges, the focus on production 
efficiency made the agricultural sector a main contributor 
to Climate Changes through emissions of carbon dioxide 
(CO2), methane (CH4) and nitrous oxide (N2O). Looking 
only on carbon dioxide emissions, for example, the agri-
cultural sector contributes with 9.2 per cent of CO2-emis-
sions in the European Union (EEA, 2010).
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To 21st Century Focus on Multifunctionality 
In the beginning of the 21st century rural areas are con-
ceptualized in quite a different manner. Concerns about 
agricultural production as such have lost their hegemonic 
position and a socio-economic dimension was since the 
1990s added to EU agricultural policies and the CAP sys-
tem. This meant that production related subsidies shifted 
towards other issue areas such as food safety and quality, 
animal welfare, countryside access, culture and heritage. 
Multifunctionality also meant that earlier domination of 
centralized and state-led decision making changed towards 
bottom-up and local self-governance in a public-private 
relation (Derkzen and Bock, 2007). However, new ways 
of thinking agricultural production, rural development and 
environment in terms of multifunctionality are not un-chal-
lenged. These challenges constitute the framework for this 
chapter on how policy is made, which policy instruments 
are chosen and how efficient they may be. The descrip-
tion of David Easton’s model of the political life (Figure 
22.1)will serve to structure the rest of this chapter.

The Political Life – A Frame for Political 
Decision Making

The Conditions of Policy-making
Policy is about making authoritative decisions on the dis-
tribution of wealth and values which are generally valid 
in society. To paraphrase Abraham Lincoln’s famous 
saying in a democracy this requires government by the 
people (political participation), of the people (citizen rep-
resentation) and for the people (governing effectiveness). 
Following suit David Easton (1967) modelled the politi-
cal life as an input-output structure in which the political 
system on the one hand is dependent on input and on the 
other hand constitutes the locus of decision making form-
ing the systems output. The model then captures the feed-
back mechanism in which output consequences turns into 
new input demands and support by citizens meaning that 
if citizens do not approve of governing effectiveness this 
will inevitably impact on their demands to and judge-
ments of the political system (Figure 22.1). 

As illustrated by the model political decisions and the 
political life are not performed in a vacuum, but is in-

fluenced by surrounding circumstances and conditions. 
Surroundings include for example the global and interna-
tional context, discourse related to the topic, the general 
economic situation in a country, physical availability of 
resources, and technological innovations. These surround-
ings do not determine the outcome of the policy process, 
but they constitute the setting in which interests and values 
are formed and communicated into the political system. 

The input to the political decision system comes from 
the citizens. Citizen’s demands as well as support go 
through either political parties or interest organization. 
In the process media plays an important role in formu-
lating and communicating inputs to the political system. 
The political system addresses the institutions - constitu-
tions, governments, parliaments and the judiciary - active 
in deciding about rural policies. The output of political 
decisions takes the form of policy instruments and their 
implementation through state and local administration of 
which advantages and cut-backs will be discussed. The 
final section of the chapter is dedicated to reflections 
about how decisions today may feed back to new inputs 
for the future.

Tragedy of the Commons 
G. Hardin characterized the human behaviour with re-
spect to natural resources as the tragedy of the commons 
(Box 22.1). The core of the concept is a collective action 
problem caused by ‘open access for individuals to exploit 
common resources in their own interests, while bearing 
but a fraction of the costs of doing so’ (Hardin, 1968). 
‘The tragedy’ occurs because individual rationality con-
tradicts securing the collective good. The traditional 

Figure 22.1. A model for studying political life (Easton, 1967).
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political responses to problems of ‘the commons’ have 
turned in different directions arguing for ‘more state’, 
‘more privatisation’ or ‘more deliberation’, i.e. intensive 
inclusion of all stakeholders in the actual distribution of 
rights, coupled with comprehensive efforts of moral per-
suasion. We will turn to these differences in the section 
on policy instruments.

Introducing Sustainable Development in Policy-making
The self-interest dominating ideas behind individual ra-
tionality and the tragedy of the commons focus on the 
environment as a resource for economic utilization and 
thus an input to economic development and growth. This 
perception of the natural environment changed tremen-
dously since the concept of sustainable development was 
launched by the United Nations Brundtland Report in 

1987. Before publication of the Brundtland Report, the 
environmentally negative consequences (externalities) of 
economic production were either not given any consid-
eration or were believed to be absorbed by nature through 
diffusion. However, awareness of the environmental haz-
ardousness behind blind focus on production increased 
due to severely polluted lakes and rivers and hot spots 
of heavily polluted areas. The concept of sustainable de-
velopment tried to solve the inherent problem between 
production interests and resource preservation by con-
ceptualising development through three fundamental 
components: environmental protection, economic growth 
and social equity. In doing so a key message of the re-
port was to support integration of environmental consid-
eration into any policy decision (World Commission on 
Environment and Development, 1987: 313):

“The ability to choose policy paths that are sus-
tainable requires that the ecological dimensions 
of policy be considered at the same time as the 
economic, trade, energy, agricultural, industrial, 
and other dimensions on the same agendas and in 
the same national and international institutions.” 

While integrating considerations on environmental pro-
tection into other policy decisions sought to create a win-
win situation solving the conflict between environment 
and production rationale, the Brundtland Report also 
pointed out the moral aspect of environmental protec-
tion in terms of protecting resources for future genera-
tions. Thus, according to the report sustainable develop-
ment means: “development which meets the needs of the 
present without compromising the ability of future gen-
erations to meet their own needs”. Thus sustainable de-
velopment tries to solve two dilemmas: the one between 
production and nature and the other between the material 
well-being of present and future generations.

Judging between the two dilemmas is not easy. Future 
generations do not by themselves have a voice and coun-
tries and regions face different socio-economic realities. 
Affluent societies where people generally are materially 
well-off tend according to Ronald Inglehart (1990) to 
take more value in environmental issues in contrast to 
less well-off societies where people are more concerned 
about their subsistence. These differences not only distin-

BOX 22.1
The Tragedy of the Commons:

The Herder’s Game
Imagine a common pasture used by two herders (common 
land). The maximum capacity of the pasture is 10 cattle. The 
optimal ‘cooperation’ strategy would be for each herder to 
graze five cattle on the pasture, which would give each herder 
five well-fed cattle at the end of the season, and each would get 
10 units of profit. However, one herder may choose a ‘defect’ 
strategy and graze more than five cattle on the pasture. This is 
a rational solution for him, as the additional animal will bring 
in extra income, while the function of overgrazing the pasture 
created by the extra animal will be shared with the other herd-
er. Thus, the defection will result in a net gain of + 11, while the 
other herder may end up with less than before. However, if in 
the absence of mutual contact both herders choose to defect 
they may both – in the extreme case – end up with zero out-
come as overgrazing will destroy the pasture.

Herder 1

Cooperation Defection

Herder 2 Cooperation + 10/+ 10 6/ + 11

Defection + 11 / 6 0/0
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guish between countries but also between social groups 
within countries. Table 22.1 reveals the differences in the 
general well-being as measured by country BNP for the 
Baltic Sea region and USA as well as economic differ-
ences in agricultural workers income. It is seen that the 
former Soviet-dominated countries are much less off than 
the Nordic countries and USA while at the same time pro-
ductivity in the agricultural sector is much lower. That the 
change in real farmers’ income is considerably higher in 
theses countries reflect their lower starting point. 

Environmental Policy is Transboundary
The socio-economic data from the countries bordering 
the Baltic Sea illustrates different interests when it comes 
to deciding between a clean environment versus immedi-
ate production. Despite differences the countries share an 
interest in a healthy Baltic Sea, which serves as a resource 
for fishing and a zone for recreational use. The coastal 
states are, however, not the only responsible for the Sea’s 
environmental problems. Production further upstream 
in the Baltic Sea catchment area also contributes to the 
Baltic Sea environmental situation. But these countries - 
in the so-called ‘hinterland’ - may have little direct inter-
est in protecting the Sea. This illustrates the transbound-
ary character of pollution, which makes environmental 
policy essentially global and demand international coop-
eration to reach effective solutions. International agree-
ments, however, requires consensus and a compromise 

between different interests in which the above-mentioned 
dilemma play a decisive role. 

Ecosystem-based Management 
The dilemma between production and environment as-
sumes a priori a trade-off in which a healthy environment 
always comes as a cost of production and economic devel-
opment. This ‘truth’ has been challenged by among others 
advocates for an ecosystem-based management approach 
(Box 22.2). Integrating whole ecosystems, different sec-
tors, human beings and a long-term perspective in the 
formulation and implementation of environmental policy 
is an essentially new way of looking at the environment. 
In contrast to earlier species and sector-oriented poli-
cies this development in managerial science may help to 
overcome the dilemma between production and environ-
mental concerns and pave the way for an environmentally 
sound economic development. Technological innovation 
can also contribute to less polluting production methods, 
as does increased recycling and use of renewable ener-
gy resources, both contributing to weaken the trade-off. 
Thus, science and technology as part of the surroundings 
in which policy decisions are taken contribute with new 
knowledge which aims at turning environmental protec-
tion into a win-win situation. The surroundings, however, 
do not determine the outcome of political decisions, but 
merely serve as preconditions, which may or may not be 
decisive when weighing between concrete interests.

Rural population  
(% of total population)

Employment in agriculture  
(% of total workforce) 

Agricultural production value 
added  (% of GDP)

The Russian Federation  27  10  4

Estonia  31  4  nn

Latvia  32  9  4

Lithuania  33  9  4

Poland  39  13  4

Germany  26  2  1

Denmark  13  3  1

Sweden  15  2  2

Finland  36  5  3

USA  18  2  1

Table 22.1. Agricultural statistic 2010. Source: World Development Indicators 2012.
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From To

Individual species Ecosystems

Small spatial scale Multiple and integrated 
scale

Short-term perspective Long-term perspective

Humans independent of 
ecosystems

Humans as an integral part 
of ecosystems

Management isolated from 
research

Management adapted to 
research 

Sector-orientated manage-
ment

Integrated sector approach

BOX 22.2 
The Ecosystem-based 

Management Approach

Source: Olsen et al., 2006. 

The Policy-Makers 

Citizen’s Demand and Support
In democratic societies political decisions reflect the 
interests of the majority of the citizens through general 
elections. Consequently the size of the rural population 
matters. Relatively few people live in the rural areas. This 
means that as voters this group of people does not count 
much. On the other hand the agricultural sector does em-
ploy a reasonable number of the countries labour force. 
Event though agricultural production does not count 
much as percentage on Gross Domestic Product it does 
count enough to be a considerable economic factor in 
most countries (see Table 22.1).

Knowledge about prevalent values in society is 
traced through public opinion surveys. The European 
Commission has since 1973 commissioned a Europe-
wide public opinion poll taking the temperature of 
European citizens’ attitudes. In addition to the regular 
Eurobarometer which is conducted for a similar sample 
of question for economy and political institutions eve-
ry six month, special surveys are made with focus on 
concrete issues. According to a special survey in 2007 
concern for the environment comes next to economy, 
unemployment, growth and inflation (Eurobarometer 

67, 2007). In contrast to the environment in general, glo-
bal warming is an issue with cause increasing concern 
among citizens. On average, about 60% of EU citizens 
regard global warming as a matter to be dealt with at the 
earliest opportunity and believe that policies aimed at re-
ducing GHG emissions by at least 20% by 2020 should 
urgently be put in place (Eurobarometer 67, 2007). 
Interestingly with respect to global warming citizens not 
only acknowledge its urgency, but also the necessity for 
international cooperation and especially the need to act 
at EU level. Citizen’s view on environmental issues and 
global warming are not static, but change over time. In 
a follow up survey in 2009, 23% hold the view that the 
risk connected to global warming has been greatly over 
stated (Eurobarometer 300, 2009).

While the surveys show a general concern about the 
environment, variation between EU member states should 
be highlighted. First, in general attitudes differ between 
the more affluent old EU-15 member states and the less 
prosperous new EU-12. While only 3% of the popula-
tion in the new member states hold environment as one of 
two most important issues, 8% do so in the older member 
states (Eurobarometer 67, 2007). This does not mean that 
citizens are not concerned about the environment only 
that the economy comes first. Second, when it comes to 
global warming the strongest support for the question of 
whether the EU should urgently deal with global warming 
is found in Greece, Cyprus and Sweden, and the lowest in 
Estonia, Latvia, Lithuania and Poland. While these differ-
ences may also reflect economic variations, the Swedish 
position suggests that they may just as well indicate a re-
luctance in member states across new and old members to 
hand over too many decisions to the EU in casus climate 
policy. Given that economic concerns are more salient 
among citizens in the new EU member states, they may 
be more inclined to keep decisions on environment at the 
domestic level, where they have more control. 

Citizens’ demands to the political system go through 
two intermediary factors: political parties that compete 
directly over their decision-making abilities, and interest 
organisations that indirectly pursue the interests of their 
constituents. Note here that political parties and interest 
organisations (or NGOs) are active on state, regional and 
local level – as well on supranational level in the case of 
the European Union. 
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Rural population Rural population 
density

Land area Land use

% of 
total

1000 sq. 
km

Arable land Permanent 
cropland

Other 
land

1980 2002 1980-2002 2001 2001 1980 2001 1980 2001 1980 2001

Russia 30 27 -0.3 32 16.889 7.3  0.1 92.6

Estonia 30 31 -0.3 62 42 16.0 0.4 83.5

Latvia 32 40 0.6 51 62 29.7 0.5 69.9

Lithuania 39 31 -0.9 37 65 45.2 0.9 53.9

Poland 42 37 -0.2 104 304 48.0 45.9 1.1 1.1 50.9 53.0

Germany 17 12 -1.4 86 349 34.5 33.9 1.4 0.6 64.1 65.6

Denmark 16 15 -0.2 35 42 62.3 54.0 0.3 0.2 37.4 45.8

Sweden 17 17 0.3 55 421 7.2 6.5 0.0 0.0 92.8 93.4

Finland 40 41 .05 97 305 7.8 7.2 0.0 0.0 92.2 92.8

Table 22.2. Rural population and land use in countries of the Baltic Sea region.

The Political Parties
Concern for a clean environment is not a traditional issue 
in political parties’ profiles. Rather studies place environ-
mental concern as a new post-material policy dimension, 
which co-exists with the traditional economic based left-
right dimension (Inglehart, 1990). These changes in citi-
zen’s attitudes influence the constellation between politi-
cal parties. In the beginning of last century and the early 
days of party formation, farmers representing rural inter-
ests organized political parties dedicated to pursue their 
interests. However, as demographic changes depicted in 
Table 22.2 shows the number of farmers as percentage of 
the population decreases the traditional farmer’s parties 
have to attract other views which paved the way for a 
focus on environmental and animal welfare issues. 

In the early 1980s new protest parties with the focus on 
environmental issues were formed in fourteen European 
countries including Finland, Germany and Sweden 
(Müller-Rommel 2002). The Danish political path was 
different, which did not mean that the environmental is-
sue was not strong, but rather that the existing parties suc-
ceeded to absorb and integrate environmental concerns 
into their party programmes. While ‘green’ parties in the 
beginning played a marginal role in government, they 
have become increasingly important. Increasing elec-
toral success, as well as specific parliamentary situations 
where additional mandates were needed to form a major-
ity, has paved the way for Green parties to join coalition 

governments. The first ‘green’ party to join a government 
was the German federal green party Die Grünen in 1998 
which went in coalition with the Social Democrats (SPD). 
In contrast, despite the fact that the Swedish Miljöpartiet 
de Gröna was part of the election coalition in 1998, it 
never entered into government. 

In the Baltic States and Central and East European 
countries today’s party formation is of recent history due 
to 50 years of Soviet-communist rule. In general, politi-
cal parties were formed in the turbulent period of regime 
transformation in the early 1990s, but in some cases po-
litical parties could re-build on the pre-soviet party or-
ganization. The Polish situation is an illustrative case. 
Although the Soviet rule was defined as a one-Party rule, 
Polish farmers organized in a pseudo-independent politi-
cal party. After the regime change the moderate interwar 
Polish Peasant Party (PSL) was ‘reborn’. Adding the suf-
fix ‘Renewal’ marked its distinction from the Soviet area 
Party organization, which did not cease to exist. In the 
process of party organization after 1990, the environment 
did not play any role, despite the fact the protests against 
the communist rule originated in environmental con-
cerns (Nørgaard and Pedersen, 1994). This development 
emphasises that during authoritarian rule expression of 
environmental concerns could be allowed as long as it 
did not directly confront the ruling system, while on the 
other hand expressing environmental concerns served as 
a channel for more far-reaching critique of the system.
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The architecture of EU has added a second layer to 
citizens’ influence on policy making. At European level 
environmental interests are organized in the European 
Federation of Green Parties. The influence of this or-
ganization is, however, limited as again environmental 
policies are decided within the context of other policy 
issues.

The Interest Organisations
Coordinating and articulating demands through non-gov-
ernmental interest organisations (NGO) serves the aim at 
influencing the political decision making process policy 
decisions in different ways. The classical model of inter-
est group politics in democratic political systems is based 
on the idea of open access to the political system. This 
open ac-cess enables a plurality of interest groups to pur-
sue their specific interests and thus constitute a system of 
interest representation based on checks and balances in 
which no single interest will be able to monopolise the 
political process (Truman, 1951; Lipset, 1959). However, 
citizens do not have equal incentives to direct their de-
mands and support for the political system through inter-
est organisations. 

The question is why some interests are better or more 
influential than others. The ‘logic of collective action’ ar-
gues that small and privileged groups are better at organ-
ising and acting in support of their private interests, which 
is not the case with large groups. According to Olsen 
(1965), this ‘logic of collective action’ comes about be-
cause there are high incentives to join a group that seeks 
benefits only for the members of the group (private and 
concentrated interests), while there are low incentives to 
join a group that seeks benefits for all in a society (pub-

lic and diversified interests). When public interests are 
at stake it is individually rational to ‘free ride’ because 
all will reap the benefit of public policy without sharing 
the burden of interest representation. This ‘logic’ is illus-
trated in table 22.3. If the total benefit for a clean environ-
ment equalized € 500 millions and the total costs equals € 
1 million, the individual benefit for small group produc-
ers is so much higher than the individual benefit for large 
group citizens. Thus, following an individual rational cal-
culation it pays off for small group producers to engage 
in lobbying activities supporting their interests, while this 
is not the case for the individual citizen. Consequently, 
environmental groups do not easily attract large numbers 
of members and their economic capacity to influence the 
policy process is accordingly comparatively weaker. The 
result of this unbalanced influence is that the interests of 
small and privileged groups will often triumph over the 
common interest, despite the latter having numerical su-
periority (Olson, 1965, pp. 127-128). 

Although participation in environmental interest 
groups from a rational point of view is ‘irrational’, envi-
ronmental groups have played, and continue to play, an 
important role as channel for environmental activists and 
a source of information for political decision-makers and 
administrators. Sometimes they serve as partners in pub-
lic reconstruction and development programmes which 
on occasions may change them from being genuinely 
participatory and having a grassroot’s character to being 
quasi-public institutions. 

The actual political power of environmental groups is 
difficult to measure because of the grassroot’s character, 
voluntary commitments and often with no membership 
records. Moreover, environmental groups have a tenden-

Citizens (large group) Producers (small group)

Main policy goal  Environmental protection Production and market protection

Number 500 millions 100 millions

Individual benefit (Vi) € 1 € 5 millions

Total benefit in clean environment € 500 millions € 500 millions

Total cost (C) € 1 million € 1 million

Individual net benefit 
(Ai = Vi  - C)

€ 1 – € 1 million = –€ 999.999 € 5 millions – € 1 millions= € 4 millions

Table 22.3. The importance of group size; a numerical illustration. Source: Source: Pedersen and Svendsen (work in process).
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cy to pop up like mushrooms when media accentuates 
an environmental problem only to disappear when the 
news effect fades out. With new views on environment, 
for example within the mentioned eco-management ap-
proach, environmental groups are encouraged to increase 
cooperation across boarders. The Baltic Sea NGO Forum 
and the Baltic Sea Foundation for Environmental and 
Regional Development are cases in point coordinat-
ing activities and exchanging experiences. Launched in 
2005 the Baltic Sea Foundation for Environmental and 
Regional Development takes a holistic view of the envi-
ronment, civil society and development and invites en-
vironmental groups from all countries in the Baltic Sea 
Region to join in activities for the benefit of the whole 
region (Baltic Sea Foundation, 2012).

While interest representation is a legitimate element 
in a democratic political system, there is a distinction 
between legitimate lobbying, which strives to pursue the 
specific interests of the organisation’s members, and il-
legitimate attempts to influence public decisions and 
practices through corruption. Corruption circumvents 
democratic decisions towards private interest and at the 
expense of the public interest. According to the non-gov-
ernmental watch dog, Transparency International (TI) the 
commonality of corruption differs between countries. On 
a scale from 1 to 10 where 10 is ‘corruption free’ the coun-
tries around the Baltic Sea score between 9.4 (Finland, 
Denmark) and 2.4 (Russian Federation) (see Table 22.4). 
The Transparency International index relies on different 
surveys capturing how people perceive corruption to be 
common. Perception-data does not necessarily give a 
picture of the actual level of corruption. Due to media 
stories about corruption scandals perception-data tends to 
overestimate its’ commonality. At the same time no coun-
try is 100 percent corruption free and when it comes to 
environmental policies vested private interests in either 
effecting future policy decisions or circumventing exist-
ing policies may tempt otherwise un-corrupt people into 
illegitimate deals. 

Science and Media 
Science has a key role in the political process. Especially 
from the 1960s the number of scientific discoveries on 
how activities in the society impact on the environment 
and ecosystems has formed a strong base for political de-

cisions. A number of individual chemical substances have 
been outlawed. The pivotal role of science in policy is 
well illustrated by the climate change debate where poli-
cies entirely rely on results from the research community. 

Of course not all research results are welcome by those 
who become affected, and conflicts between business in-
terests and research have become common. Lately several 
instances have gone so far that business has accused sci-
ence to have a self interests in the results of the research. 
In the United States the so-called ‘climate deniers’ have a 
big role in policy making, especially in the congress. This 
anti-science lobby builds on a tradition from the time 
when the adverse effects of tobacco smoking were denied 
by tobacco companies. We did so far see only limited 
such trends in Europe and the EU climate policy remains 
one of the strongest in the world. 

Likewise media has a pivotal role in the political proc-
ess in most societies. The media have even been called 
the “fourth power of the state,” then meaning that the first 
power is the government, the second the legislature and 
the third the judiciary. No politicians can afford to ne-
glect the media in an elective democracy since he or she 
depends on it to be re-elected. Good journalists are able 
to highlight environmental issues very efficiently. In par-

Table 22.4. Perceived corruption in countries of the Baltic Sea Region, 
10 indicates no corruption and 1 a high level of corruption. (Source: 
http://cpi.transparency.org/cpi2011/results/).

Transparency International
Corruption Perception Index, 2011

Belarus 2.4

Czech Republic 4.4

Denmark 9.4

Estonia 6.4

Finland 9.4

Germany 8.0

Latvia 4.2

Lithuania 4.8

Poland 5.5

Russian Federation 2.4

Slovak Republic 4.0

Sweden 9.3

Ukraine 2.3

EU average 6.0

USA 7.1
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ticular this has been efficient in cases when individuals or 
even entire cities have been badly damaged by bad envi-
ronmental performance, such as emissions from factories 
or poisoning of water. Many similar stories can be told 
about poisoned fish, destroyed forests, threatened nature 
reserves, where media both informed and influenced the 
citizens, politicians as well as authorities to act. 

In the best case media works as a continuing education 
forum where each and everyone may learn about environ-
mental changes and is able to react accordingly. This key 
role of newspapers, radio and TV has become less critical 
in these days as Internet allows very many more actors 
to be heard and address the general society. At the same 
time cheap, open access and general availability of the 
Internet empowers the citizens’ group vis-à-vis the small 
producer groups.

The Political System

Constitutions
The constitution defines the character of a political sys-
tem at the most general level. The constitution states 
the formative institutional rules that regulate power and 
expertise, determining for example who is eligible to 
make decisions, what actions are allowed or constrained, 
what procedures must be followed, the kind of informa-
tion that must or must not be provided (Ostrom, 1990: 

51). Defining the fundamental structure of the society 
and thereby setting limits for political decision-making, 
constitutions can only be changed through specific pro-
cedures for example by demanding an oversized major-
ity, and/or that a new elections must be held between two 
separate voting for constitutional amendments. This re-
quirement on the one hand demands a prolonged process, 
and on the other hand that amendments are approved by 
two separately elected parliamentary secessions. 

Countries around the Baltic Sea today all have demo-
cratic constitutions describing the division of power be-
tween the legislature, the political executive (governments) 
and the judiciary. Within the formal institutions actors are 
relatively free to make decisions about what is valued and 
how resources are distributed between citizens and citizen 
groups. This also includes decisions about which envi-
ronmental policies a country will follow. However, some 
constitutions include a clean environment as a ‘right’ for 
their citizens. Making the environment a constitutional 
right sets restriction on which decisions is constitution-
ally legitimate, and in cases where legitimacy of a legal 
act is doubtful citizens may ask the High Court or the 
Constitutional Court to censure it. For example the Polish 
Constitution from 1997 enhances environmental protec-
tion in two ways. First, the Constitution makes the protec-
tion of the natural environment a legitimate cause to limit 
individual freedoms and rights (article 31) and second, it 
obliges public authorities to protect the environment (arti-
cle 74) (see Table 22.5). Including environmental protec-

Article 31

1. Freedom of the person shall receive legal protection.

2. …

3. Any limitation upon the exercise of constitutional freedoms and rights may be imposed only by statute, and only when necessary in a 
democratic state for the protection of its security or public order, or to protect the natural environment, health or public morals, or 
the freedoms and rights of other persons. Such limitations shall not violate the essence of freedoms and rights.

Article 74

1. Public authorities shall pursue policies ensuring the ecological security of current and future generations. 

2. Protection of the environment shall be the duty of public authorities. 

3. Everyone shall have the right to be informed of the quality of the environment and its protection. 

4. Public authorities shall support the activities of citizens to protect and improve the quality of the environment.

Table 22.5. A healthy environment as a Constitutional guaranty. (Authors’ emphasis. The Polish Constitution, 2nd of April 1997. At. http://www.sejm.
gov.pl/prawo/konst/angielski/kon1.htm accessed 14th August 2012).
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tion into constitutional rights is a recent phenomenon. In 
the Polish case constitutional amendments after the regime 
shift made the inclusion relatively easy because constitu-
tional amendments were in any case to be made. 

Rule of Law
To have a ood government  work i practice requires that 
rule-of -law is respected in the country. This exists when 
a proper power distribution exists, and a law which guar-
antees the basic rights and institutions to be respected. 
Presently the three Baltic States have advanced extremely 
well to establish states based on rule-of-law. In the recent-
ly publish Word Justice Project Estonia and Poland are the 
best among their group of Central and Eastern European 
States (World Justice Project Index 2011). In particular 
Estonia has successfully reduced corruption to a low level, 
which is much less so for example for Latvia.

Ratification year/ 
country

Biological 
Diversity

The Kyoto 
Protocol 

The Russian Federation 1995 2004

Estonia 1994 2002

Latvia 1996 2002

Lithuania 1996 2003

Poland 1996 2002

Germany 1994 2002

Denmark 1994 2002

Sweden 1994 2002

Finland 1994 2002

USA … …

Table 22.6. Government international commitments – two key global 
conventions as international indicators.

The Convention on Biological Diversity (signed at the Earth Summit 
in Rio de Janeiro, 1992) promotes conservation of biodiversity among 
nations through scientific and technological cooperation, access to fi-
nancial and genetic resources, and transfer of ecologically sound tech-
nologies.
The Kyoto Protocol (adopted at the third conference of the parties to 
the United Nations Framework Convention on Climate Change, Kyoto, 
Japan, 1997)

BOX 22.3
International Principles Guiding 

Environmental Policies

The polluter-pays-principle is designed to pass on the costs 
of environmental protection measures to the ‘producers’ of 
products. In practice, the principle is often formulated as a 
requirement that the polluter achieve a certain target level 
of emissions. 

The precautionary principle is based on the notion ‘if in doubt, 
don’t do it’. This means that preventive measures must be tak-
en if there is reason to assume that an action may create haz-
ards to human health or harm living resources and ecosystems 
even though there may be no conclusive evidence of a causal 
relationship between the activity and its alleged effects. 

The principles of Best Environmental Practice and Best Available 
Technology encourage diffusion of knowledge about how hu-
man activities and production can be maintained simultane-
ously with preventing and eliminating pollution effects. 

The proportionality principle can be seen as a safeguard, espe-
cially of economic interests, as it indicates that the costs and 
efforts engendered by environmental protection measures 
should be proportional to the gains.

Figure 22.2. The World Justice Project (WJP) 2011 Index reports from 66 
countries in the world, including several in the BSR, using nine dimensions 
of the Rule of Law, monitored by more than 50 different parameters. 
Here 9 parameters used to measure Accountable Government in Estonia 
are shown as an example. 1.0 means fully implemented and 0 absence. 
The thick blue line connects vaues for Estoina, the thin green line average 
values for 12 CEE and CA states, and the thin red line values for coun-
tries in the same income group. Estonia’s values are 0.73 to 0.84, makes it 
the best country in its group of 12 in CEE and Central Asia. The corrup-
tion value is 0.86 making Estonia the most successful of the former Soviet 
Republics to reduce corruption. Source: http://worldjusticeproject.org/
sites/default/files/WJP_Rule_of_Law_Index_2011_Report.pdf
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branch
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corruption in 
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Transition of power 
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Govern-
ment officials 
sanctioned for 
misconduct  

Independent 
auditing and  
review  

0.5  

0.0  

1.0  Abscence of 
corruption by 
the police and 
the military 

Government power limi-
ted by non-governmental 
checks 

Government 
powers limited 
by judiciary 

Government powers limited by legislature 
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In the other end of the scale we find the Russian 
Federation and Ukraine where corruption is among the 
worst in the world, not to mention Belarus where democ-
racy from the transition years have been completely erad-
icated by the present regime (See also Table 22.4). These 
three countries are among the most important agricultural 
states in Europe.

International Obligations
When the national constitutions are silent about rights to a 
healthy natural environment, participating in internation-
al organizations and through international agreements, 
countries may be just as obliged politically to make en-
vironmentally sound policies. Global environmental ob-
ligations are placed within the framework of the United 
Nations. Counted from the 1960s about 200 global con-
ventions towards a clean environment have been issued. 
With respect to rural policies most relevant are the three 
Rio conventions, developed at the UNCED conference 
in Rio de Janeiro in 1992 – The Climate Convention, 
the Convention to protect Biological Diversity and 
the Convention to Combat Desertification and Land 
Degradation. All countries in the Baltic Sea region have 
signed these conventions (Table 22.6). The legal obliga-
tions of international conventions are relatively weak. 
The moral and political commitments from individual 
states are therefore imperative for environmental protec-
tion. At a general level, however, the four principles de-
scribed in Box 22.3 constitute a shared baseline which 
guides national policy decisions.

In contrast to international conventions, supranational 
governments as the European Union and the United States 
federal government impose much stronger obligations 
on state or national government. Although the European 
Union was formed as trade cooperation, the integration 
process has encapsulated almost every aspect of political 
decisions. While the history of EU agricultural policies 
goes back to the 1960s, environmental protection came 
on the European Union agenda in the early 1980s and has 
expanded in terms of areas regulated ever since. 

The value of EU policies depends on efficient imple-
mentation by every member state. In practice, however, 
harmonization is not always the outcome. EU legal frame-
work comes as regulations, having direct legal force upon 
member states, or directives, which need to be transformed 

into national law. Directives may therefore in principle be 
implemented differently by member states, but the EU 
Commission censures both the timeliness of transforma-
tion and the content of national rules. In both cases insuf-
ficient or lenient transformation can be sanctioned by the 
European Court of Justice. Despite this process harmoni-
zation of EU regulations is questioned by political scien-
tists (for example Faulkner et. al. 2004; Dimitrova 2010).

Policy Output

Restoring or Securing
Environmental policies fall between policies aimed at re-
storing harmed natural environment and policies aimed 
at securing the environment from future degradation. 
While most debate focuses on the latter, especially when 
it comes to choices between different policy instruments 
which essentially aim at managing individual behaviour 
in a proactive way, it suffices to dwell a moment at re-
active policies. It makes a huge difference whether the 
policy is re-active, aimed at cleaning up after former gen-
erations, or whether it is pro-active, trying to regulate hu-
man activities in order to prevent future pollution. 

Reactive policies address both restoration and remedi-
ation. While restoration not always comes as an indisput-
able good (see Box 22.4), remediation does. Remediation 
faces a technical problem, how to clean up contaminated 
areas without causing additional harm to the environ-
ment, and who should pay the bill. Remediation has been 
especially important in former communist countries. 
Although the communist system did have strict environ-
mental legislation, deviation from rule was the norm rath-
er than the exception. Cleaning up after polluting military 
installations left by the Red Army in the early 1990s in 
the Baltic States and Eastern Europe is a case in point. 
Remediation policies raise the question of who is going 
to pay. In many cases it is not possible to find a person, 
company or organisation to hold responsible, or those re-
sponsible may either not be willing or able to cover the 
expenses. Consequently, cleaning up policies is most of-
ten paid for by the state and thus, the taxpayers.

Proactive policies are what most peopled associate 
when referring to environmental policy. Proactive poli-
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Policy instruments

Three Kinds of Instruments to Conduct Policies
In technical terms, policy instruments are a set of tech-
niques used by the executive power of a country to im-
plement its policies (the following is mostly based on 
Andersson et. al., 2000). Public policy instruments are 
generally divided into three classes:
• regulations,
• economic means, and
• information/moral suasion.

Regulations 
Regulation (also called command-and-control instru-
ments) comprises a range of means such as standards, 
bans, permits, zoning use restrictions, etc. Direct regula-
tions are institutional measures aimed at directly influ-
encing the environmental performance of polluters by 
regulating processes or products used, by abandoning 
or limiting the discharge of certain pollutants, and/or by 
restricting activities to certain times, areas, etc. Within 
countries belonging to the OECD, regulation has tradi-
tionally been the most commonly used policy instrument 
in environmental protection. 

Choosing the legislative approach raises the problem 
of control. It is one thing to formulate a legal text telling 
people how they should behave. It is a different thing to 
make sure that people are actually doing so. This is espe-
cially a problem in the agricultural and forestry sector be-
cause farmers normally have more knowledge about their 
behaviour that the controllers ever can obtain. The in-
creasing number of people working in smaller production 
units intensifies the problem of control. The problem is 
even more severe in Russia, the Baltic States and Poland, 
which struggle with a substantial informal economy that 
by nature is hard to control. 

Economic Means
Changing the economic situation and thus making envi-
ronmental behaviour rational has a positive and a nega-
tive outcome. It can be achieved either through economic 
support or by taxation. New measures such as environ-
mental accounting add natural resources and pollutants to 
the assets and liabilities traditionally measured in stand-
ard accounts at national or local level or at the level of 

Box 22.4
Restoration policies – the Case 

of Lake Tang, Denmark

In 1921 a hydroelectric plant was constructed at Tange, a 
small village in the middle of Denmark next to the Gudenaa 
River. For the hydroelectric plant to work a barrier was build 
across the river, separating it into an upper and lower part 
and establishing the Tange water reservoir. Besides serving as 
a water reservoir for the plant, a quite beautiful nature resort 
was formed with a big lake, leisure activities, bird’s habitats 
etc. However, at the same time natural flora and fauna were 
prevented from moving along the river and especially the 
Gudenaa salmon were threatened. Even though a fish ladder 
was constructed the Gudenaa salmon disappeared 1930 and 
other species have been drastically reduced. 

During 2000-2002 a new, small population of salmon was 
discovered. This happened almost simultaneously as the Tange 
hydroelectric plant’s licence to utilise the water from the 
Gudenaa River expired. This created the momentum for a na-
ture restoration policy debate arguing that the original river flow 
should be re-established, thus optimising the path of salmon to 
the upper reaches of the river. This would imply dismantling of 
the plant and the disappearance of the Lake. Immediately a coun-
ter organization to the preservation of Lake Tange was formed. 

There is not optimal solution to the dilemma between re-
storing and conserving. In the Case of Lake Tange the solution 
has so far been to install new and improved alternative water 
courses for the salmon to bypass the hydroelectric power 
plant which, however, is a fairly costly solution. 

cies are aimed at protecting the environment from pos-
sible damage caused by human production and/or exploi-
tation of natural resources. Thus, at the core of proactive 
policies lays the question how to manipulate individual 
behaviour so it does not harm the environment. In this 
sense, policy instruments are tools used by the policy-
makers to alter society. This can be done by influencing 
the individual incentives personal obligations, willing-
ness or commitment (see Box 22.5). Thus, the choice of 
policy instrument is not apolitical but raises almost as 
many, or perhaps even more, conflicting interests than 
the political decision itself.
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individual firms or development projects. The economic 
instruments include:
• charges and taxes (effluent charges, product charges, 

tax differentiation),
• subsidies,
• deposit-refund systems,
• market creation (emissions trading, liability), and
• financial enforcement incentives (non-compliance 

fines, performance bonds).

Economic policy instruments involve either the hand-
ing out or the taking away of material resources. In other 
words, economic instruments make it cheaper or more ex-
pensive to pursue certain actions. Charges and taxations 
have a long history to regulate agricultural production 
especially related to the use of nutrients. Acknowledging 
the theoretical strength of emission trading schemes to 
decrease CO2 emission, ideas to include agriculture into 
emission trading scheme may constitute a new way si-
multaneously to minimise the impact of agriculture on 
climate change and serve as an independent income for 
rural areas (Pedersen and Svendsen, 2011).

Information and Moral Suasion
The third approach, information and moral suasion, at-
tempts to change an agent’s behaviour on a voluntary ba-
sis. This could be accomplished via education, transfer 
of knowledge, training, persuasion, recommendation, and 

negotiation. One important instrument in this category 
is voluntary agreements between governmental agen-
cies and private enterprises. A shift towards prevention 
and sustainability in environmental policies may require 
governments to use instruments such as negotiation with 
stakeholders and joint agreement and action plans be-
tween sector ministries (OECD 1994). Voluntary agree-
ments are therefore likely to gain importance in the fu-
ture. The efficiency of voluntary agreements depends on 
private parties’ capacity to self-regulate and their moral 
commitment. However, the fact the private parties may 
face a less favourable regulation if they do not change 
behaviour works as a constraining element. 

Evaluation of Policy Instruments
Policy Instruments are evaluated in terms of effectiveness, 
efficiency, cost-effectiveness, and equity. Effectiveness 
concerns the extent to which a measure, such as an in-
vestment, succeeds in reducing environmental impacts in 
relation to the set policy targets. Efficiency has to do with 
the extent to which the costs of a policy are justified in 
terms of its effects and if it maximizes the effects minus 
the costs (Semeniene and Zylicz, 1997). A cost-effective 
policy seeks the least costly method of attaining a specific 
environmental quality goal. Equity relates to the balance 
between costs and benefits across the parties concerned. 
Hence, it has to do with burden-sharing and fairness.

It is difficult (but not impossible) to design policies 
that combine the notions of effectiveness, efficiency, and 
equity. As Weale (1992) aptly observes, “no country ... has 
discovered how to combine technical effectiveness with 
political responsiveness and economic efficiency. The 
solution to that problem still awaits discovery.” Despite 
the judgement between different policy instruments is in-
definite, a choice has to be made and each type of policy 
instrument has its strengths and weaknesses. 

A major advantage of regulations is that they are most 
suited to effectively prevent hazards and irreversible ef-
fects. Furthermore, regulations frequently provide pollut-
ers with incentives to develop technology. Provided that 
there is effective enforcement, these instruments are able 
to achieve the desired environmental goals. The point 
is that enforcement is often problematic, because of the 
great number of controls, administrative requirements, 
staff, legal procedures in case of non-compliance, and 

BOX 22.5
Policy Instruments:

Public Regulation Based on Should, Would and Could

‘Should’ reflects a traditional ‘hard law’ legislative approach 
in which environmentally sound behaviour is mandatory and 
backed up by control and even punishment in the case of non-
compliance. 

‘Would’ reflects an economic approach. Regulations are de-
signed to make environmentally sound behaviour economically 
rational, thus making the individual ‘want’ to act in accordance 
with environmental concerns. 

‘Could’ reflects a ‘soft law’ self-governing approach in which 
moral arguments and knowledge are used to persuade indi-
viduals to change their behaviour.
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so on. A second drawback is that command-and-control 
instruments tend to become weakened by bargaining and 
negotiation between representatives of the polluters and 
the environmental authorities. Thirdly, regulations are ex-
pensive for society in that they are often not efficient in 
economic terms.

Economic instruments, such as environmental taxes 
and charges, minimize total abatement costs in that they 
constitute a permanent incentive to reduce pollution. 
Furthermore, they provide a source of revenue. However, 
a number of problems and uncertainties arise in connec-
tion with the use of these instruments. First of all, the 
rate of charges and taxes are not always set at a level that 
assures effectiveness in environmental terms. Secondly, 
charges and taxes may be inappropriate for controlling 
toxic and hazardous substances if the time lag is too long 
before use of the substances is curtailed. The best way to 
control these substances is by means of direct regulations 
and bans. Thirdly, there are distributive implications, 
which must be taken into consideration when econom-
ic instruments are used. For instance, energy taxes may 
have negative effects on poorer households.

Voluntary agreements also have their pros and cons. 
On the one hand they offer flexibility and transparency. 
On the other hand, control by environmental authorities 
over actual implementation is minimal.

Policy Instruments Come in Packages
It should be noted that in real life policy instruments 
tend to come in packages. For example, regulations are 
almost always followed by some kind of information. 
Moreover, the application of policy instruments tends to 
require some kind of organisational arrangements, such 
as authorities, legal bodies, etc. The existing organisation 
partly determines what is possible to do. 

The choice of policy instruments is also connected to 
an “administrative culture” that is quite different if the 
command and control or information and suasion dom-
inate. What we see is that the shift towards prevention 
approaches and sustainability requires that governments 
use instruments such as negotiation with stakeholders and 
joint agreements and action plans to a much larger extent 
than traditionally, both within the governmental offices, 
that is, between sector ministries, and between authori-
ties and other stakeholders in society. This is even more 

apparent on the local level, where often the municipali-
ties are not economically strong enough to implement a 
policy and thus need to agree with other actors, especially 
the business sector, to achieve practical results.

Implementing Policies

Choice of Implementing Agencies
European and region rural development programmes are 
committed to subsidiarity and the partnership model is a 
key aspect of area-based development. Subsidiarity re-
fers to the starting point for development projects resting 
with the people concerned at the local level, with shared 
decision making and responsibility. Even though the re-
sponsibility and participation are placed at the level of or-
dinary people, rural development programmes are mostly 
externally designed. Thus projects based on the partner-
ship model do not, as one could expect from the name, 
emerge from the grassroots. Rather they usually include a 
mixture of elected representatives, the private sector and 
NGOs. In this way the partnership model facilitates in-
clusion of different local stakeholders.

Management of natural resources has traditionally 
been organised by economic sectors such as fisheries, 
mineral exploitation or agriculture. This approach has re-
sulted in extensive conflicts among users and it is becom-
ing increasingly evident that the approach is inadequate 
in meeting the need for sustaining the goods and services 
that flow from healthy ecosystems. 

The Ministerial Level
The task to execute and implement the policies decided 
by the parliament is given to the responsible minister and 
his or her ministry. At first environmental matters were 
distributed to ministries of agriculture, industry, etc., and 
it was not until the 1980s that the environment was given 
its own portfolio, a special minister. 

Each ministry has a number of agencies or institutions 
to carry out the policies agreed on. Agencies of agricul-
ture, forestry and fishery are often very old, sometimes 
hundreds of years. However environmental protection 
agencies, the EPA, were mostly formed in the aftermath of 
the UN Stockholm Environmental Conference in 1972. 
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In Germany, the Federal Ministry for the Environment, 
Nature Conservation and Nuclear Safety was set up in 1986. 
It has the general responsibility for the elaboration and co-
ordination for environmental policy. The Ministry is sup-
ported by its agencies the Federal Environmental Agency, 
the Federal Research Centre for Nature Protection and the 
Federal Office for Radiological Protection. In Poland, the 
Ministry of Territorial Management and Environmental 
Protection was established as early as 1972. This minis-
try was reorganized several times in the 1970s and 1980s 
and in 1989 it became the Ministry for Environmental 
Protection, Natural Resources and Forestry. Presently it 
is called the Ministry of Environment.

The importance of EPAs has increased quickly the last 
years, and they have often got a wider agenda includ-
ing protection of natural resources. The need to balance 
a production policy against a protection policy is thus 
present in the very core of the implementation of policy. 
The EPAs often have national responsibility for monitor-
ing and follow-up activities regarding the environment in 
the county, and has its own research budget, and the EPA 
is often responsible for large restoration projects, for ex-
ample in Sweden the liming of surface waters. 

Regional and Local Level
The conditions and the prerequisites for local and region-
al authorities to formulate and implement policy vary 
greatly between the countries in the Baltic Sea region. 

The Nordic countries have a long tradition of local 
self-government. Municipalities and counties are finan-
cially strong and they are responsible for environmental 
infrastructure, such as sewage treatment plants, district 
heating and waste management. Municipalities in the 
Nordic countries are responsible for environmental issues 
on local level, while counties are solely responsible for 
regional environmental issues. 

In Germany the principle of local self- government for 
towns and villages is written into the constitution, but the 
system differs from the Nordic countries in that Germany 
is a federal country with strong States or Länder. The 
Central and Eastern European states around the Baltic Sea 
more recently started to implement local and regional self-
government. In most of these countries the municipal enti-
ties are too small to generate sufficient revenue to perform 
all tasks and to keep a broad base of competence. However 

in the whole region local and regional authorities are typi-
cally undergoing administrative reforms to become larger 
and stronger and having more responsibilities. 

In all countries local authorities have a planning mo-
nopoly which obviously is crucial for development poli-
cies. Another factor is that the local level works close to 
citizens and close to the problems and needs within their 
territory. However rural municipalities in most countries 
are smaller and weaker than cities; this makes local rural 
development policies less forceful. 

The local level is typically responsible for the monitor-
ing and control of environmental policies. In the Nordic 
countries this is made by municipally run inspectorates 
and thus by the municipality. In the East the typical agent 
is a local/regional office of a national inspectorate, and 
then the local level is not involved. It is perhaps good 
for safeguarding national equity but not for fostering lo-
cal responsibly. Critical issues include national parks and 
protected areas, biological diversity, chemical pollution, 
waste management and water safety.

Feedback - From Policy Outcome to New Demands
Nature protection and environmental policy have signifi-
cantly reoriented during the last century. New environ-
mental problems especially the risk of climate change 
and the following need to adapt to extreme weather 
situations have dramatically changed our understand-
ing of nature and of human impact on natural processes. 
However, the road from production concerns to care for 
clean and healthy environment has not been straightfor-
ward nor have the inherent dilemmas between interests 
disappeared. In this context rural development takes it 
own place split between need for an economic sustain-
able future and healthy environment. These concerns 
may not contradict each other. Both should be taken into 
consideration. The request for democracy to rule not only 
by and of the people but also for the people is imperative 
for good governance today as is has been before. In this 
process increased inclusion and citizen participation with 
a view to environment will be the way to go.
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