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Abstract

Granting of property rights involve socio-institutional issues which have an impact on the proper
management of exhaustible/renewable type resources. The attribute of property in an object involves
right to use by somebody and duties of others not to contravene that right. Market failure is considered as
asequel to absence of property right and this often leads to the emergence of open access condition. Weak
property right, ill managed property right or non-operational property right have in many cases been
functionally equivalent to open access regime. Weakly institutionalised economies with abundant natural
resources are often observed susceptible to plundering of underground resource and channelizing the rent
for unlawful purposes. This is evidenced by improper regulation on gold mine resources in several parts
in Latin America. Again, in many African/Latin American economies, despite the traditional knowledge
base of forested people, the state authorities have consistently turned down acknowledgement of the
traditional right of forest dwellers. This uncertainty has resulted in ill preservation of the forested region
by local people. Further, because of the fluid feature of irrigation water, fishery resources etc, it is very
difficult to impose property right on such resources which are associated with externality issues. In the
absence of strong institutional mechanism to defend usufructuary rights to use the irrigation/fishery
resources, there may arise opportunism and temptations in the form of free riding. Hence comprehensive
assignment of property right and market efficiency are considered important for ascertaining optimal
use of natural resources.
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Introduction

Socio-institutional issues involved in the granting of property rights have a bearing on the
level of extraction/depletion of natural resources- be it exhaustible or renewable in nature.
Property’s existence in an object ensures granting of a bundle of user rights to the owner of
the resource and entails duties or responsibilities to the non-owner, not to transgress the user
right of the owner. According to Common and Ostrom (1972) the inverse of one’s property
right is the duty of others not to contravene that right, rather to uphold it. Others refer to
persons who are legally bound by the institutions to espouse a right. The granting of property
rights can broadly be divided into different types: public good, private good and common
property resource. But absence of either of these rights leads to the problem associated with
open access resources which is somewhat equivalent to the notion of incomplete assignment
of property right. While open access may be dubbed as total absence of any kind of property
right, its incomplete assignment indicates that it is riddled with several non-functional
institutional rules which are supposed to shield the resource under question from being
plundered. It is often observed in developing countries that in many cases the institutional
restrictions are subject to flagrant violation by trespassers and the office bearers who are
supposed to implement the rules and regulations are often a party to the accomplices. Again,
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in many cases the property right is not properly assigned to the
right type of stakeholders who lack concern for preservation of the
resource and this often exacerbates the depletion of the resource.
Market failure or incomplete market is often interrelated with the
absence of a well-defined property right system. A well delineated
property right system characterises a set of entitlements that
describe the owners’ entitlements and responsibilities for using
a resource in a conservative manner. These can be classified as
follows:

A.  The right should be comprehensively assigned. In other
words, all resources and assets designed to be bought and sold
in the market, must be individually or collectively owned and all
claims must be enforced effectively.

B.  There should be exclusive right for the resources/assets
possessed by an individual in other words the benefits and costs
should belong to the person or group of persons collectively
having the property right.

C.  There should be transferability of the property right
from person to person in an exchange. Under this condition
of transferability, the person having the property right would
be motivated to conserve the resource with the expectation of
making use of it in future.

D.  There should be security of property right. This is because
ifat some time there emerge the possibility of trespassing on the
right of some person or forceful seizure of that property, then
the concerned person would not feel motivated to conserve the
resource.

Weak property right, ill managed property right or non-
operational property right have in many cases been functionally
equivalent to open access regime. And what is more interesting
is that this kind of weak or ill-managed property right have
been pervasive in different types of resource extending from
non-renewable resource like coal/gold or mineral to renewable
resource like ground water, forest, irrigation, fishery and so on. It
is demonstrated by Rodriguez et al. [1] that while weak property
right is virtually taken to be synonymous with over-plundering
of the resource base, its management may also be affected by the
insecure right over the revenues generated from exploitation of
such resources. Weak institutional regime in the form of laxity
in granting and operation of property right exacerbate not only
the denudation of underground resource stock but also affect
the revenue re-use for exploration or scientific developmental
activity. Thus, weakly institutionalised economies fall prey to the
problem of resource curse because of siphoning of underground
resource rent for illegal/unproductive purposes. As an instance
of the impact of weakly enforced property right over gold mine
resources in several parts in Latin America, it has been observed
that [2-4], there has been rampant illegal mining of gold across the
region. According to Wagner, (2016) “about 28% of gold mined in
Peru, 30% of gold mined in Bolivia, 77% of gold mined in Ecuador,
80% of gold mined in Colombia and 80%-90% of Venezuelan
gold is produced illegally”. Further due to fragile property right
scenario, widespread prevalence of extortion, theft and hostility

have accompanied the illegal and legal mining operation in the
region and resulted in significant revenue loss [5-7]. Cases are
not rare when it is observed that with the gradual weakening of
institutional laws and regulations and corresponding slackness in
the enforcement of property rights, foreign firms leave the country
in which they were hitherto conducting mining operations and the
mining space quickly goes into the hands of illegal armed groups.
Thus, absence of complete property rights introduces inefficiency
in the extraction process when group infighting may emerge across
rival illegitimate outfits and there occurs overexploitation of the
resource.

The criminal gangs impose their own rules regarding entry and
exit into the mining region and exploit the mineral rent generated
from the mines while exposing mine workers to a pattern of
labour exploitation. As an example, allusion may be made to the
infamous operation prevalent in the Orinoco Mining region in
Venezuela. The vast expanse of rich mineral endowment in this
area was earmarked by the government as a special zone for the
development of mining projects, with the hope to find substitutes
for its dwindling oil revenues [7]. But the dismal and miserable
economic and political condition that has perturbed the country
during the last two decades, left it totter under very weak imposition
of the rules of law [8]. The regulations and rules regarding property
right administration have also been lax and flimsy. This acted as
an incentive for the emergence of illegal mining operations, at the
helm of control of which are large criminal gangs that have spread
across the length and breadth of the Orinoco Mining region [9]. The
inter-gang rivalry has left the mining resources rapidly dwindling
due to improper monitoring of property rights. Further the mineral
rents that could be earned under a strongly managed and efficiently
enforced public/private property right scenario, had to be forgone
due to the wasteful and profligate activities of armed criminal
groups.

Property right accompanied by secured access to land and other
natural resources provide impetus to sustainable management and
conservation of such resources. Control over and access to land and
other natural resources may be viewed as constituting a bundle
of rights which enable the right holder to exercise them for using,
managing and transferring the resources as and when required.
These rights are embedded in social relationships involving the
principles of fairness, justice and equity.

The tacit right accorded to indigenous people to maintain and
use water resources was recognised in the indigenous declaration
on water held in Kyoto in 2003. It recognised the special right and
relationship that indigenous people have with regard to water
resources and accepted their right to make conservative decision of
water system at all levels.

In many writings it has been corroborated that national Govts
have been unsuccessful in governing the commons where the
resource was nationalised by exterminating the right of traditional
resource users. The institutional arrangements made by local
stakeholders for regulating the resource use lost relevance and
effortsofnational Govtsindevisingnewer setofrulesand monitoring
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devices ended in a fiasco in many cases because of lack of adequate
funding and skilled personnel to look after the management. The
deleterious impact of nationalising forest by denying traditional
right of local user group has been well documented in countries like
Thailand, India and Nepal. In such countries it has been observed
that common pool resources that were converted to de jure govt.
property, were subsequently converted to de facto open access
property, with the fallout that the tight institutional regime that
were operative under the stewardship of local stakeholders, got
broadly relaxed and the locals were denied access by the govt. of
their long-standing customary rights to use the forest resource.

This kind of weak imposition of property right is often most
prominently visible in case of renewable resources like forest,
water, irrigation resources and fishery. These resources often hold
the key to livelihood sustainability of many rural people. Forests
are considered to be sources of various kinds of timber and non-
timber products that have intense impact on the livelihood of
people inhabiting inside and across the fringes of forests. Apart
from providing multiple ecological benefits life storm protection,
protection of soil erosion, flood control, carbon sequestration,
habitat of animals and plants, forests also provide food, fruits, fuel,
fodder, fencing material, medicine etc that serve human beings. For
instance, in case of Mozambique 85% of livelihood benefits was
provided from wood biomass. (2004) while in parts of Namibia
wild food provided up to 50% of livelihood resources for non-
agricultural workers. Obviously, the people residing in forest and
enjoying tradable right are supposed to better and sustainably
manage such forest resources as it provided a good chunk of their
livelihood. The impact of fragile land tenure in areas with high

biodiversity and threats of eviction from forest land often led to
rampant deforestation. It is depicted in a model [10] that even
with small probabilities of eviction, settlers in forested region
are likely to pursue unsustainable practices such as degradation
of long-lasting natural capital like forests. It is mooted that a
properly structured property right regime targeted to be delivered
to economically and politically marginalized class of people
dependent for their wherewithal on forest resources, can safeguard
the forest from wanton open access denudation. In case of Brazil,
it is said that conversion of forests to pasture or farming land has
led to increasing deforestation since 2014, reaching more than
10000sq km in 2021 with further rise in 2022. There is evidence
galore that unregistered land with unassigned property right is
mostly prone to deforestation as these are treated as a speculative
asset. Around 50 to 100 million hectares of land in Brazil fall in this
category, and so the menace of rising deforestation here in coming
days still looms ominously large. What seems most important here
is the documentation of policies based on clearly defined property
right and responsibilities and designed for the security of forest and
related communities along with creation of a legal and institutional
rules for enforcing the legislation. This is similar to the case of
Cameroon, one of the intensely endowed forest-based country
in Africa, where sustainable management of natural resources
has been possible through proper identification and allocation of
property rights that have strengthened the joint management of
forest resources.

The following Table 1 provides a glimpse of natural resource
overuse in India due to improper changes in property right system.

Table 1: Property right change and natural resource overuse in India.

Resource Type Property Right Issue

Key Evidence/States Affected in

Impact of Overuse/Degradation India

Privatization of commons: redistribution

C Grazing Land .
ommon Lrazing Lands of common land as private plots to the

47% reduction in area under grass
and grazing lands during the period

(1976-2013) due to infringement Rajasthan (Jodhpur, Bikaner,

restrictions on the quantity that an
individual can pump.

(Pastures) landless or the poor of regulations and conversion to Jaisalmer).
agriculture
Private Ownership: treated equivalent
to private property available under the 63% rise in groundwater extraction . .
Groundwater land owned by a private agency; little between 2004 and 2017, leading to Tamil Nadu, Rajasthan,

rapid depletion of water tables Chhattisgarh, Odisha, Goa.

Vaguely defined property right: Defacto
open access of State-owned forests due to
weak institutional enforcement.

Forests (State Property)

Annual average clearance of 12
million hectare due to Illegal
cutting by timber contractors

and unsustainable extraction of

non-timber minor forest products
(MFP).

Odisha (Mayurbhanj), Assam.

Urban intrusion: transformation of
community water bodies into privately
developed land mass.

Wetlands & Village Ponds

513sq km decline in total wetland
region exacerbating water shortage
for marginalized section of people

Peri-urban areas like Gurugram
(Gurgaon), Delhi.

Individual Rights: Owners selling fertile
land for non-agricultural uses (e.g.,
motels).

Fertile Agricultural Land

Social losses overshadow private
gains as food-producing land is
permanently lost to development.

Rapidly increasing nationwide
trend due to urbanization

Mineral Mines illegal mining and regulation failure

declined from 3150 (2008) to 2036
(2023) excluding fuel and atomic
energy

West Bengal, Jharkhand
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Studies around Latin America and Africa have converged on the
view that community managed forest based on customary rights
have been more effective in reducing deforestation than Protected
Area (PA) acts. Communities enjoying customary rights over forests
have been observed to invest in sustainable forest management
including fire protection, patrolling and cataloguing biodiversity
in terms of labour and money [11]. Unfortunately, despite the
traditional knowledge base of forested people, many state
controlled protected area authorities have consistently refused to
acknowledge the traditional right of forest dwellers with denied
justice and equity. Prudent management calls for shifting funds to
local communities with due respect for their tenurial rights meant
for a long term sustainable strategic focus. In India the Govt issued
the forest right act (2006) in favour of the STs (scheduled tribe) and
other traditional forest dwellers when it recognised the symbiotic
relationship of the STs with the forests, their dependence on it
for their livelihood, habitation and diverse socio-cultural needs
together with traditional wisdom regarding upkeep of the forests.
Both individual rights to habitation, self-cultivation and community
right to grazing, fishing and access in water bodies in forests and
biodiversity, traditional resource access by nomadic and pastoral
community as well as traditional customary right to protect,
manage, use and regenerate any community forest for sustainable
practice were given prominence in the act.

Again, the current water problems arise from the fact that
right in water often overlook to assess the benefits flowing from
the right holder to others in the form of positive externalities or
the burden of costs a water right holder may inflict on others in
the form of negative externality. The genesis of these problems lies
in the fact that it is often hard to identify the affected agents and
quantify the loss and devise a mechanism for assigning the legal
accountability for external costs and/or assess the magnitude of
the external benefits. Because of the fluid character of water, there
may be manifold problems with assignment of property right in
water. Hence the property right in water may be better stated as
usufructuary in nature (meaning thereby right to access and use
of water) rather than full ownership of property to the corpus
of water. As water escapes from space to space, use at one point
may impinge on the welfare of other users at some other point.
Further since water often involves multiple types of uses, there
may be heterogeneous group of users with conflicting interests.
The presence of a multiple group of stakeholders often renders the
rules and regulations of water use hazy, resulting in overuse and
degradation of water quality. In this context it is important to note
that in the presence of a fragile legal machinery, unlawful pollution
of water courses, unbridled access and use of publicly provided
water (as in case of tap water), discriminatory practice with
regard to grant of usufructuary right, pilferage of irrigation water
resources etc, there is likely to be over-use of the water resources.

Govt. management apparatus has often been instrumental in
developing irrigation system in developing countries. However, its
functional efficiency has often belied the expectations due to lack
of adequate funding and fiscal crisis. On the contrary often it has

been found from ground reality that farmers manage the irrigation
system rather efficiently compared to the state, since the farmers
as direct stakeholders and beneficiary of irrigation are supposed to
undertake sincere maintenance and upkeep of the irrigation system
together with the tacit support of state staff. The importance of
property right contributing to better maintenance of the irrigation
system can be accounted for by three reasons [12].

A.  Authority: Without the recognition of management rights
over the infrastructure and water system, farmers are unlikely
to have the requisite authority to maintain and improve the
irrigation system.

B. Incentives: Property rights in the form of use and
usufructuary right can provide impetus to farmers to better
manage and nurture the irrigation system, as by this they
can ascertain themselves of the realisation of future flow of
benefits and avoid potential suffering arising from misdirected
resources.

C. Resources: Enjoying control over land, water and
infrastructure together with usufructuary right over the
derived earning can help engender necessary resources to well

manage the irrigation system.

In the absence of strong institutional mechanism to defend
usufructuary rights to use the irrigation resources, there may
arise opportunism and temptations in the form of free riding, rent
seeking and filching of water. Monitoring and sanctioning may
serve to reduce such opportunistic behaviour. Lack of monitoring
and sanctioning, corrupt practices, inequitable monitoring and cost
sharing and costly system for conflict resolution can all weaken the
structure leading to overuse of such resources [13].

Conclusion

Secure property right assigned to land and natural resources
are some of the crucial components of right based approach to
development which is organically related to sustainability of the
resource base. This necessitates ensuring of clear and unambiguous
title to property, encouragement to free transferability,
internalisation of environmental costs, market-based incentives as
well security of tenure. The right based approach is embedded in
the welfare orientation of an economy in which the authorities at
different stages provide genuine recognition to women, minorities,
indigenous and marginalised group of people by offering them right
based opportunities to get involved in the development process.
This is also congenial to enhancing rural empowerment potential
and sustainable livelihood and income generation. Further in the
absence of proper and complete assignment of property right,
there is likely to occur market failure for natural resources which
often leads to unsustainable outcome and their untimely and
unbridled depletion. Hence comprehensive assignment of property
right, Pareto optimality and market efficiency are considered to
be important elements for ensuring optimal utilization of natural
resources.
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