
























13







1.6

the demand for a minimum size. The biological and organisational features
regulate the supply of i t . The demand and supply of specific sizes may not
coincide. Neither of these are continuous, but optimum sizes with some
permissible range of variations. For example, aquifer size is almost
invariably larger than the group size permitting close communication.
This dilemma is resolved only through the mechanism of nested enterprise
- another design principle identified by Ostrom. - The supply side
determines the nucleus size, the nesting of several primary units of CPR
meets the demand scale.

The demand aspect, determined by technological and transaction cost
features, is already recognised in the economic literature as economies.
of scale. On the supply side however, remunerative and contractual works
are regarded as the only available form. If the nature of the economic
activity permits31, insti tutions like firms, incurring significant cost
in specialised and contractual monitoring, are viable. If it does not,
util isation of some other form for monitoring is the only way out. The
existence of "connected" groups with well established communication
channels, provide a suitable alternative. Meeting the optimum scale of
economic activity with the social capital in the form of "connected
groups" gives rise to CPR insti tutions. Organisations like firms,
belonging to private property regimes, are not the only- viable form of
economic organisations. Multitude of organisations exist which belong to
common property regimes. They deserve to be studied with equal
importance.

It follows from the discussion that CPRs can be associated with low
productivity activit ies, though the relationship, mediated through the
needs of intensive and extensive monitoring - does not provide the same
threshold level for all activit ies. This however, explains why traditional
societies have more of CPR. With increase, in productivity of different
activit ies alternative forms like firms have come up in the human
history. But this younger form of organisation has not yet become viable
in every activity, one wonders whether it will ever be so32

. Seen in this
manner, CPR is not a traditional insti tution of historical interest. It
certainly has a strong case for, and widespread existence in the
developing countries, in some important economic act ivi t ies .
Accommodating CPR insti tutional forms along with firms in economic
theorization will increase the scope of economic analysis in a very
meaningful direction.

IX

LIMITS TO CHANGE

In discussing the problem of supply we have only solved the
motivational question. It was indicated t h a t the technological and
f inancia l cons t ra in t s remain and determine the l imi ts of change. As long
as the i n i t i a t o r is dependent purely on h i s . knowledge for designing the
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alternative there is not much problem. Individual knowledge being a non-
subtractable good with only fixed cost and costless reproduction features
( Dasgupta and Stoneman, 1387 : 3) a rational individual would not mind
incurring such cost for devising an alternative that benefits himself
among others. Acquiring of that knowledge may be costly. In case of
internal innovation/emulation, the knowledge base used is often the ones
already acquired for other reasons or from earlier experiences. Some
peculiar background or a distinct' feature In the past history of an
Individual, may meet tills need33

. In case of conscious diffusion
(systematic extension) by an agency, the agency must have sufficient
return from the success of the programme to be Interested in incurring
the cost of extension*

But knowledge alone may not suffice always for this purpose. Some
information required for designing may be costly, even substantially so,
like meeting government officials at a distant place or engaging an
expert for determining aquifer characteristic . Individuals as
entrepreneurs, may be ready to contribute within the margin of
anticipated additional benefit. Relatively large costs may be borne by the
whole community in which case the very collection will be a case of co-
operation with a prehistory of long discussion* But in general, the CPR
supply of alternative designs through Internal mechanism are limited to
very nominal investment. More often therefore, one finds, internally
planned insti tutional changes In CPR are incremental. But the arresting
factor Is the lack of resources, the same as In any other form of
enterprise. It will be improper to identify it as an inherent weakness of
CPR alone. This makes a strong case for agency intervention and support.

I have confined my discussions of limits to change to mere designing of
alternatives. Following the designs, Investments have to be made In the
construction of physical structures. The resource constraint is so easily
understood here ' that no detailed discussion is necessary; One observes
that many traditional CPR make considerable investment through labour
contribution than through financial shares, or in engaging experts.
However, given the right climate for functioning they may borrow and
competently use the resource for making large scale investments. In
absence of such facilit ies, the scope of designing and implementing the
alternative i s r e s t r i c t e d .

An agency or the government therefore, has a very desirable role to play
in CPR situations. Under their aegis, large scale investments can be made.
But the agency, to be effective, must be strictly, a facilitator. If the
beneficiaries are not allowed to design their institution, the collective
choice rule, one of the prime requirements of CPRs , is violated. This
however, is the more frequent cases. Examples keep on multiplying where
externally imposed renovations plans have failed badly.

The costs of changing the rules vary substantially from one rule to
another, from one political regime to another, and from one level of
analysis to another. Particularly if the change concerns the top level In
the hierarchy of rules the cost is high. Such transformations are often
called social transitions - even revolutions. Since a CPR needs the
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external support, including from the government, for proper functioning,
there is not much rational in designing economic alternative when the
political system is not conducive. A rational decision would be to invest
in changing the political system, as Bates (1989) has argued. The incentive
to invest directly in economic activity of CPE. may be greatly increased
if this contingent necessity of changing the political system is
eliminated, if there is an appropriate government, policy for lending the
necessary support to CPR.34

In case of private enterprise, in competitive set up, information
asymmetry makes the difference in income* Hence knowledge, innovation etc,
tend to be secretive. In case of common property regime, secrecy has l i t t le
to offer. Things tend to be common knowledge. Thus insti tutions determine
the kind of incentive. Diffusion and extension are the major sources of
growth in CPR; incentive to innovation is less* As long as the
institutional system functions smoothly (is in the state of order
following Nicolis and Prigogine, 1977) there is l i t t l e incentive to change.
Only when there are considerable disorder in the system a self-organizing
alternative may take over. Thomson, Feeny and Oakerson (in Bromley ed.
1992 : 132) suggest that " Changes in relative factors or product prices,
changes in size of markets, changes in' technology, and changes in the
fundamental decision rules of government are among the important
variables that create disequilibria in the existing insti tutional
arrangements and lead to insti tutional innovation.

X

PERFORMANCE OF CPR

How general is t h i s concept of CPR ? Are these to be found only in
t r ad i t i ona l socie t ies ? Are not these covering also open access resources,
public goods ? Does it necessarily imply sus t a inab i l i t y ? Are these
efficient solution ? Do they always follow equitable d i s t r ibu t ion ? Such
are the questions one must face at the end, I am s t i l l working on these
aspects. The general l ine of inqui ry is as follows :

North shows i n s t i t u t i o n a l performance is not necessarily eff icient .

Even amongst animals, t e r r i t o r i a l i t y is not based on equity.

There is not much di rec t reason to assume tha t the "connected
group" will have enough technical knowledge about, and always a
long term consideration favouring su s t a inab i l i t y (McKay).

On the other hand, the widespread use of low productive a c t i v i t i e s
suggest developing economies are s t i l l very dependent on CPR. Wide
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existence of social capital in. the form of "connectedness" indicate that
their development policies should wisely accommodate this form.

The thesis of the "tragedy , of the commons" reduces the causes of
environmental decay and economic loss to the nature of property rights.
This divert the question of sustainability from abuses and wastes - the
question of efficiency — to absence of private property rights. McCay and
Acheson (14) warned that "It may be ethnocentric to assume that, where
property rights are exclusive (to village, clans, chiefs, or individuals)
conservation is either the intent or the happy side effect".

In general the question of sustainability has been dealt with the
assumption that privatization internalises costs and. benefits and thereby
increases individual responsibility for the rational use of resources.

The one advantage of CPR in pursuing sustainability is the extensive
monitoring scope here. Everybody monitors under this set up. Hence

Efficiency as defined by North does not exclude such cases as
(a) weak strategy equilibrium in my book
(b) graduated sanction.
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ENDNOTES

L Internat ional Association for the Study of Common Properties

2* Ostrom ident i f ied two sources of uncer ta inty ; (i) external,, which includes from
ra infa l l to market price and (ii) internal,, where she t a lks of var ious matters l ike
uncer ta in t ies regarding the boundary of the resource system, uncer ta inty about the
effect of excess diversion at head of a canal on a t a i l end farmer, poss ib i l i ty of
reduction of uncer ta in ty through, sk i l fu l pooling and blending of sc ien t i f i c and local
knowledge, the ingenuity of solving problems etc. She also t a lks of passing of folk
knowledge from generation to generation. Most of these are physical and technical
uncer ta in t ies and reduction is achieved by technical improvements. These should
legit imately be included within the topic of sc ien t i f i c knowledge and physical designs
of the production system.

3. "Let me tu rn the game upside down. Cooperation is d i f f icu l t when the game is not
repeated ... These polar extremes in fact reflect real l i fe contrasts ." (p. 12)

4. Implicit in the behaviour ia l assumption of bounded ra t iona l i ty is t h a t the perceived
s t ruc tu re of decision makers need to be dis t inguished from the real world, Simon had
made t h i s point long back and North used it to indica te t h a t "... i n s t i t u t i o n s may be
very inadequate or very far from optimal .. " (p. 23),

5. Ostrom (p, 35) assumes -. r a the r unnecessarily - t ha t the time horizons of local f i shers
in re la t ions to the yield of the inshore fishery, extend far in to the future . They hope
t h e i r children and children's chi ldren can make a l iv ing in the same location.

6. In some cases it is possible.

7. It can also be lesser . That was of theore t ica l in t e res t since in such cases there was
no reason to form aggregates. However, inefficiency of organisat ions beyond a size (e.g.
Williamson) is a matter of research in social sciences. Hence t h i s negative consequence
should not be overlooked.

One of the ea r l i es t proponents of t h i s idea was Oskar Lange. See Hochfeld, 1965

8. This is why I used the term - a lbei t improperly - in my book (Sengupta, 1991.: ).
For an introduct ion see Haken, 1977

9* I have some reservat ions regarding the l a s t two. Discussions by Oakerson as well as
the case s tudies t ha t follow, show t h a t these two heads include information which
belong to "organizational" and "performance (including assessment)", following North's
terminology. However, one-to-one correspondence cannot be established between these two
sets of terms - the exposition of Oakerson's framework by himself and others, show
considerable overlapping.

10. following Ostrom, p. 39

11. This l ine of defining u t i l i t y has been another departure from the neoclassical
models. North (1992 : ) provides a brief description.






