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I. Introduction 
Many of what we consider to be valuable natural assets existed for millennia without our ever 
being aware of their usefulness or value.1  The capacity of the atmosphere to absorb pollution, 
for example, has only become valuable in recent decades as the limits of this important 
environmental service have become evident.  Many natural assets - once perceived as limitless 
and for which ownership was, thus, not an issue - have been turned by the advance of technology 
into increasingly scarce and distressed commodities.  The tools for extracting value from these 
assets have developed more rapidly than the legal and property rights to protect such common 
resources and their unique, shared status.2 
 
As a result, there are few ownership, governance, or benefit-sharing arrangements in place to 
manage these assets.  Instead, inequitable and unsustainable uses prevail that threaten the health 
of the assets.  One viable response to this crisis - a crisis of global proportions - is to modernize 
the ancient notion of the commons with a new class of property ownership in the U.S. called 
common assets.  
 
Common assets represents a new generation of environmental and development policies that treat 
natural resources and ecosystem services as assets to be protected and managed rather than 
inventory to be liquidated.  Literature on the commons suggests that a wide variety of these 
resources and services (such as the atmosphere, fresh water, and ocean fisheries) are becoming 
scarce or stressed through environmental degradation.  Further, these assets – the common 
inheritance of all people – are being expropriated and transformed for their monetary value into 
private and corporate wealth for a small percentage of the population.   
 
This paper proposes that asserting the common property rights people have to shared resources is 
crucial to the sustainability of the resources.  A new class of ownership is needed in the U.S. in 
which shared resources - common assets -  are owned by all of us and managed in ways that both 
sustain the assets and ensure equitable sharing of their benefits. 

A. The Sky as a Common Asset 
The sky is filling with gaseous waste primarily because consumers pay for oil but not for the air 
that holds its combusted residue.  A major flaw of the current market system is that it does not 
perceive the waste absorption capacity of the air to be scarce.  Science has shown - and 
governments are beginning to recognize - that the sky can only absorb a certain amount of 
gaseous waste and that its limit may be drawing near.  The challenge is to fix the market flaw 
that blinds consumers to this wild fact. 
 
Traditionally markets recognize scarcity because property laws allow owners of scarce things to 
charge others for using them.  But there are no property rules or any clear owners for the sky; 
thus, this resource is subject to what Garrett Hardin calls the tragedy of the commons.  One 
solution to prevent overuse of the atmosphere and its capacity to absorb waste is to create a 

                                                           
1 In this paper, products and services of the environment are associated with the economic idea of a fixed asset. 
2 Susan Buck, The Global Commons (Island Press, 1998). 
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market for use of the sky, just as there are markets for use of land and of water.  To do so, 
however, requires the creation of new atmospheric 
property rights. Therein lies both danger and 
opportunity. 
 
The danger stems from the potential to facilitate 
an enormous giveaway of the no-longer-spacious 
sky.  Recent agreements on climate change 
require the U.S. to have a carbon emissions 
reduction system by 2001 and current proposals 
lean towards granting rights to large energy 
companies based on historic emissions.  This 
would be an historic giveaway to corporations.  
Recent studies estimate the range of values of 
U.S. carbon absorption capacity from $30 to $300 
billion per year through the early twenty-first 
century.3  This valuation reveals a rare 
opportunity.  The next few years could see either 
a massive transfer of this wealth to energy 
companies or the emergence of a new class of 
common ownership in the U.S.  
 
The Corporation for Enterprise Development (CFED) proposes the creation of a trust based upon 
the underlying asset of the U.S.’ share of the carbon absorption capacity of the atmosphere.  The 
Sky Trust provides a modern way for commoners to own the commons.  As conceived, the trust 
is a civic institution - neither government nor for-profit - that embodies citizen ownership of the 
sky, a commonly inherited asset.  Revenue from the sale of emissions permits flows into the 
trust.  The beneficiaries of the trust are all U.S. citizens, current and future, on a one citizen, one 
share basis.  Payments are made through an annual tax-free check or savings account direct 
deposit. With a functioning Sky Trust, every American, rich or poor, would have a source of 
asset-based income.   
 
A Sky Trust is politically viable, in part, because a trust based on a common asset does not take 
or tax anything that is currently owned.  Instead, it creates new property rights for assets that no 
one now owns and allocates them fairly to all citizens.  

B. Why We Need Common Assets 
Without property rights, common assets may be subject to the tragedy of the commons, a 
scenario first detailed by Garrett Hardin in 1968.  Hardin argues that if a farmer adds a cow to his 
herd grazing on common land, the benefit he gains is greater than his share of the overall 
deterioration of the resource that he experiences (e.g. through overgrazing).  “But this is the 
conclusion reached by each and every rational herdsman sharing a commons.  Therein is the 
tragedy.  Each man is locked into a system that compels him to increase his herd without limit – 

                                                           
3 Peter Barnes and Marc Breslow, “Pie in the Sky: The Battle for Atmospheric Scarcity Rent” to be published by 
CFED, May, 2000. 

Chicken Little 
 
Chicken Little had it almost right.  The sky isn’t 
falling.  It’s filling.   
 
It can absorb only so much ozone-eating 
chlorine, acid-brewing sulfur, and heat-trapping 
carbon dioxide, and these limits are being 
reached.  The problem we will face in the 21st 
century is not a shortage of fuels. It is a shortage 
of sky.   
 
In historical terms, the era of free sky is ending.  
In the future, there will be an economy of sky.  
Property rights will be established, prices will be 
charged, and money will change hands.  Lots of 
money. 

       - P. Barnes, 1998 
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in a world that is limited.”4 
 
Consider climate change in the 21st century.  Human activities - primarily the burning of fossil 
fuels and deforestation - are altering the composition of the atmosphere by increasing 
concentrations of greenhouse gases.  In 1995, the scientific and policy communities 
acknowledged the severity of climate change when the Intergovernmental Panel on Climate 
Change issued its Second Assessment Report, which concluded that the balance of evidence 
suggests a “discernible” human influence on global climate.  Just this month the IPCC prepares 
to release a new report which reaches approximately the same conclusions.5  As long as human 
activities continue to increase the concentration of greenhouse gases in the global commons, the 
risk of global climate change increases.  In other words, the sky is being used as a dumping 
ground and the consequences are beginning to be felt.  The American economy does not 
recognize the vital services provided by a functioning atmosphere.  Worse, although the sky is 
becoming more overloaded and more scarce, there are no tools in place to limit or charge for its 
use. 
 
Many common assets - sky, water, and fisheries - are threatened with similar overuse or 
depletion.  In nearly all cases, the culprit is an economic system that does not recognize the 
economic value of these assets or services.  It is clear that new tools are needed to connect 
ecological and economic systems if natural capital is to be sustained for generations to come.  
Work by ecological economist Herman Daly paves the way for these connections.  His 
contributions on the need for a scale of human activities that fits within the regenerative capacity 
of the biosphere as well as a fair distribution of property rights within this generation and among 
future generations are basic assumptions on which the concept of common assets is grounded.6 
 
Situations in which claims of common ownership are coupled with impending scarcity provide 
clear and useful illustrations of the common assets idea.  For example, water scarcity is 
increasingly considered to be the single greatest threat to global food security, human health, and 
natural ecosystems.  A 1999 study by the International Water Management Institute reports that 
“a quarter of the world’s population, or a third of the population in developing countries, live in 
regions that will experience severe water scarcity within the first quarter of the next century.”7   
 
The Council of Canadians, a citizens’ movement in Canada, is using this impending crisis to 
promote principles for management of the world’s water supply.  The organization argues that  
“as the water crisis intensifies, governments around the world - under pressure from 
multinational corporations - are advocating a radical solution: the commodification and mass 
transport of water.”8  To resist this threatened commodification, the Council promotes a new 
ethic for sharing water and a set of ten guiding principles to achieve sustainability of the 
resource.  Their recent report “Blue Gold: The Global Water Crisis and the Commodification of 

                                                           
4 Garrett Hardin, “The Tragedy of the Commons,” Science, 162 (1968), 1243-1248. 
5 Curt Suplee, “A Global Warming Affirmation,” Washington Post, April 18, 2000. 
6 For example see Herman Daly, Beyond Growth: The Economics of Sustainable Development (Beacon Press: 
Boston, MA, 1996). 
7 David Seckler, David Molden, and Randolph Barker, “Water Scarcity in the Twenty-First Century,” International 
Water Management Institute, March 1999. 
8 Maude Barlow, “Blue Gold: The Global Water Crisis and the Commodification of the World’s Water Supply,” 
International Forum of Globalization, June 1999. 
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the World’s Water Supply” is urgent in its efforts to find a stewardship solution for shared water 
assets in Canada and world wide.  
 
The problem of sustainability - of achieving an economic system that accurately reflects the true 
costs and value of our natural capital and ecosystem services - is only one of two important 
challenges.  An equally daunting challenge is avoiding the danger of privatizing common assets 
in a way that yields inequities in political power, income, and asset ownership.   
 
Just as economic valuations for the carbon absorption capacity of the atmosphere may 
foreshadow an enormous giveaway, similar valuations are emerging for other common assets.  In 
May 1997 Robert Costanza and others calculated that the value of seventeen ecosystem services 
is greater than total world GDP as currently defined.9  In other words, nature is worth more than 
all private and state-owned assets combined.  Even if one disagrees with his results, the scale of 
the valuation proves that any sort of lottery or giveaway of carbon emissions permits would 
signal a massive transfer of citizens’ common inheritance into the hands of a few private 
corporations.   
 
The second challenge, then, is one of equity.  Now is the time to develop a system of property 
rights and benefit-sharing arrangements that keep the ownership and benefits of common assets 
squarely in the hands of the people. 
 
The U.S. has entered an era in which asset ownership is a critical factor for individual and 
community well-being.  The gap between the rich and the poor continues to grow as the 
ownership of assets that generate wealth becomes increasingly consolidated.  In the 1990s the 
U.S. experienced an increasing polarization in the ownership and control of financial assets.  
“Nearly all the increase in total wealth in the past decade has gone to the top one-fifth of the 
population.  The top twenty percent of all households realized almost 99% of the growth in 
wealth in the 1980s, with nearly 62% of the gains in wealth accruing to the top one percent.  
These increases in wealth were far greater than increases in income for those at the top.”10  This 
polarization is significant because asset ownership has implications beyond spending power; 
ownership directly affects the way families and individuals perceive their future.11 
 
The common assets approach is a way to capture the value of natural and social resources for the 
vast majority of Americans who are asset poor by identifying new tools and policies for sharing 
wealth associated with such resources.  Common assets can also generate additional income and 
increased development options for communities.  The approach aims to answers such questions 
as:    

� Is there a way to charge market value for the use of environmental products and 
services?   

� Is there a way to return the benefits of common asset ownership to citizens (for 
example, through dividends)? 

                                                           
9 R. Costanza et al., “The Value of the World’s Ecosystem Services and Natural Capital,” Nature, 387 (15 May 
1997), 253. 
10 Edward N. Wolff, Top Heavy: A Study of the Increased Inequality of Wealth in America (New York: Twentieth 
Century Fund, 1995). 
11 Michael Sherraden, Assets and the Poor: A New American Welfare Policy (Armonk, NY: Sharpe, 1991). 
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� What are the options for reinvesting in the resource itself or the community that 
depends on it?   

C. Understanding Common Assets 
The terms common and assets are rich with important implications and have been carefully 
selected.   
 
Common can refer to interests that “belong equally to two or more; shared by all alike; joint.”  
Common can also pertain to the community as a whole, or the public, as in “the common good.”  
Thus, the concept raises issues of the broadest public interest.  The word also goes back to the 
notion of the commons and the rights of all persons to use certain lands or water for fishing or 
grazing livestock.  The idea, hence, reflects the rights of all citizens in an economy. 
 
Further, the word common suggests a system in which resources are neither privately nor state-
owned; instead resources are common property.  Environmental economists also use the terms 
“free access commons” and “open access problem” to refer to the tragedy of the commons, 
described previously in this paper. 
 
Finally, what all people clearly have in common are the 
resources that all inherit across the generations, such as the 
natural environment and a cultural heritage.  This includes 
everything from architectural riches to wildlife, from the 
ecosystem functions that keep everyone alive to the social 
trust and bonds that maintain peace.  The notion also 
implies that every generation inherits an obligation to 
future generations. (See Quotation from John Dewey in 
box.) 
 
Assets are also central to the concept of common assets.  
Assets are typically defined as “a useful or valuable quality 
or thing” or “a valuable item that is owned.”  Assets 
include tangible things (such as cash and inventory) and 
intangible things (such as trademarks or goodwill).  Unfortunately, the U.S. economy is good at 
valuing only certain intangibles.  For example, Microsoft is worth well more on the stock market 
than the physical building, equipment, and property it owns.  Capitalism and its markets very 
poorly price the people’s common inheritance.  And as long as natural resources are not 
recognized as valuable assets that are owned, they will continue to be abused and depleted.  
 
So, common assets are valuable and enduring natural and social resources shared by a 
community, for which there are no private or state owners.  The central question of this paper is:  

How can our common natural heritage be better valued, sustainably managed, and 
equitably shared? 

We believe that the common assets approach is part of the answer to this question. 

D. Features of Common Assets 
The Sky Trust proposal presents steps to get from the status quo (where the sky is free and usable 

We who now live are parts of a humanity 
that has interacted with nature.  The 
things we most prize are not of ourselves.  
They exist by the grace of the doings and 
sufferings of the continuous human 
community in which they are a link.  Ours 
is the responsibility of conserving, 
transmitting, rectifying and expanding the 
heritage of values we have received that 
those who come after us may receive it 
more solid and secure, more widely 
accessible and more generously shared 
than we have received it.” 
- John Dewey A Common Faith (New 
Haven: Yale University Press, 1934). 
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by anyone) to a common asset (where users pay and owners - and the resource - benefit).  The 
proposal contains a number of assumptions that appear to be transferable to other natural assets, 
such as: 

� The asset belongs equally to everyone. 
� Pollution must be limited to what the asset can safely absorb. 
� Once limits are set, companies pay for pollution permits. 
� The revenue goes into a trust. 
� The trust pays equal dividends to all citizens, present and future.  

Similar proposals might be developed for solving other common resource problems by applying 
some of the essential elements of the Sky Trust model.  Successful solutions - as identified by 
leaders in the field of common property - are ones that restrict access to the resource and create 
incentives to limit its use.12  
 
Five features of common assets emerge:  

Ownership 
Common assets are created by appropriating an unowned resource generally believed to 
be owned by all people in common and where ownership is needed to secure more 
sustainable and equitable use patterns.  Once a common asset is created, there is no 
market for ownership rights. 

 
Definition 
A common asset has some kind of boundary that can be geographic, ecologic, or 
determined by the pollutant involved (e.g., a watershed, an airshed, a forest, or a fishery).  
Use of the asset within the boundary can be limited, either naturally or by political 
agreement.  (The ability to limit users of a resource is known as exclusion.)  Common 
assets can be depleted or degraded by overuse.  (Known as subtractibility.)  As this 
happens, common assets become increasingly scarce and valuable. (The value derived is 
known as scarcity rent.) 
 
Valuation 
There is a market for usage rights for common assets.  Once limits on use are set, values 
for use of the common assets are determined by private market tools; indirect values are 
assessed by the community of owners. 
 
Governance 
The governance mechanism for common assets is transparent, democratic, and 
accountable to future as well as present generations. 
 
Benefit Sharing 
Ownership of common assets is equalized per household or per capita.  The underlying 
formula is: from all according to their use, to all according to their ownership.

                                                           
12 Elinor Ostrom, “Revisiting the Commons: Local Lessons, Global Challenges,” SCIENCE vol 284 (9 April 1999) 
pp. 278-282. 
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II.  Making Ownership Count 
 
Fundamentally, the concept of common assets is about asserting ownership.  Hardin’s tragedy of 
the commons is usually cited for its insight into ecological tragedy.  The phrase hints at another 
tragedy as well, for when commons become economically valuable, the loss of the commons by 
the commoners generally follows.  The goal of a common assets approach is to claim ownership 
by the people of valuable common property before rights to it are handed to private owners or 
auctioned to the highest bidder.   
 
Since the days of John Locke, people have viewed protection of property as a primary function 
of democratic government.  The reasoning of Locke, Thomas Jefferson, and others was simple: 
without property, there can be no independent citizens; without independent citizens, there can 
be no democracy.  However, Jefferson’s vision of an America of small property holders has been 
only partly fulfilled.  Today, the richest one percent of Americans own more income-producing 
assets than the bottom 80 percent combined.  This dramatic inequality in asset ownership creates 
serious social problems.  According to Michael Sherradon, author of Assets and the Poor, assets 
give people security, a stake in society, freedom to think long term, and the capacity to help 
themselves and their children.13  Lack of assets diminishes all these things.   
 
Creating new property rights for common assets deprives no one and, rather, may actually help 
address the dramatic inequity of asset ownership in America.  So far, the sky is the clearest 
example of a common asset with the revenue generating capacity to impact the problem of 
inequitable asset ownership in the U.S.  Others no doubt will emerge. 

A. Property Rights and Common Ownership 
This paper deals with resources that do not have private or public property rights already 
assigned.  In the spectrum of property ownership, the commons are resources that are not owned 
by individuals, corporations, or the state.  Roman law (the basis for American property rights) set 
out four categories of property rights: 

� Res privatae, items in the possession of an individual or corporation. 
� Res publicae, government property, items set aside for public use by the 

government, such as public buildings, highways, and navigable waterways. 
� Res communes, property that could not be owned by individuals, property 

accessible to all but that could never be exclusively acquired by an individual or 
government.   

� Res nullius, things that have no property rights attached, until they are taken into 
possession and become res privatae or res publicae.14 

 
In this paper, the commons refers to res communes and state-owned refers to res publicae.  As 
with Roman law, English law divided public property into two classes, one for use by the state 
and the other as common property available to all citizens.  The second kind included “the air, 

                                                           
13 Sherraden, Michael, Assets and the poor: A new American welfare policy.  Armonk, NY: Sharpe. 
14 Buck, p. 4. 
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the running water, the sea, the fish, and the wild beasts.”15  The title of “ownership” of these 
assets was held by the sovereign, but all such property was common for use by all people.   
 
The ownership question of common property has long been a central problem in economic 
theory. In economics, the term commons is typically used to describe a property management 
system that is neither private nor state-owned.  In such a system, members (or co-owners) have a 
right to set policy regarding resource use and to exclude non-members from use.  Environmental 
economists have discussed the tragedy of the commons as the open access problem, or the free 
access commons.  In this situation, there are no defined users or owners; individuals have no 
clearly enforceable rights or duties regarding resource use.  Over-consumption of the resource is 
likely in this situation. 
 
Each type of system – private ownership, state-owned, and common ownership – has the 
potential to create a more sustainable future, yet each also has the potential to fail.  Private 
ownership can protect resources unless the owner has incentives to act on short-term costs and 
benefits.  State ownership can conserve resources depending upon the motives and capacities of 
the government as well as the larger tax, subsidy, and regulatory picture.  Common property 
systems can also manage sustainably, in certain circumstances.   

B. Getting to New Vehicles for Ownership 
Many environmental goods in the marketplace are public-type goods, rather than private, in that 
use does not reflect their true value.  Either the values do not include all the social costs (e.g., the 
price of a car does not include all the environmental damage caused), or there is no price 
attached to the resource use (e.g., the waste assimilation capacity of the environment).  
Alternative means of valuing these resources and their consumption must be created and 
enforced if they are to be managed in a more sustainable fashion.   
 
This is where policy enters the picture: 

� What is the appropriate combination of regulation, property rights, and economic 
incentives to right this situation?   

� How can the notions of common assets and common ownership be helpful in 
reframing policy discussions and directing policy onto a different path? 

 
There has been some attempt to address such questions through the public trust doctrine.  The 
public trust doctrine is based on the belief that various common properties, including rivers, the 
sea, the shore, and the air, are held in trust by the government for the public’s unimpeded use.16  
Federal and state governments hold lands in trust for the citizens.  The public trust is embodied 
in a number of federal statutes; government obligations in upholding the public trust doctrine 
include: 

� supervising the trust,  
� preserving uses protected by trust (consistent with the public interest),  
� protecting and maintaining public trust property, and 

                                                           
15 Matthews v. Bay Head Improvement Association, 95 N.J. 306, 317-18 (NJ 1984). 
16 Joseph Sax, “Defending the Environment:  A Strategy for Citizen Action,” (1970), 163-64.  See also Alison 
Rieser, “Ecological Preservation as a Public Property Right:  An Emerging Doctrine in Search of a Theory,” 15 
Harv. Envtl. L. Rev. 393 (1991). 
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� regulating use of property by devoting trust assets to actual public uses.17   
 
These property systems and the evolution of the public trust doctrine in the U.S. are rarely neatly 
applied to the living, changing, moving reality of natural resources.  But the case law and legal 
framework in this country provide a clear foundation for the validity of the peoples’ claim to 
certain assets that are res communes. 
 
In the U.S. in general, ownership is categorized along private or public property lines, as if these 
are the only options.  Likewise, private property tends to be reified into something indivisible, so 
that one either owns or does not own something.  Private property could, instead, be thought of 
as conferring a series of functional and divisible rights.  These are already affected by zoning 
laws, minimum wage statutes, collective bargaining rights, etc.  Property is a “packet of 
permissions.”  A common assets approach proposes the creation of new property mechanisms 
and simulated markets that might involve broad-based distribution of revenues as well as 
reinvestment in stewardship and community development. 
 

III. Defining Common Assets 
 
Defining a common asset includes: identifying a boundary; identifying key attributes of the asset; 
and reviewing the history of the asset as a public or common good.  The common asset must 
have an enforceable boundary to allow owners to limit its use; such a boundary may be tangible 
(such as the Chesapeake Bay watershed) or intangible  (such as the Los Angeles airshed).  The 
boundary requirement distinguishes common assets from common pool resources more 
generally.  Since the common assets approach calls for establishing ownership, governance, and 
benefit-sharing policies, having discrete boundaries is necessary. 
 
The following table identifies and describes the most important attributes to asses when defining 
a common asset. 
 
Table 1: Attributes of Common Assets 
Attribute Name Attribute Description 

Access to the asset  
(exclusivity) 

Is it easy or difficult for owners to benefit from ownership in the asset?  
Can access to the asset be limited (e.g. to charge a fee)? 

Subtractibility  Does use result in depletion of the asset (can be "high" or "low")? 

Resource type Is it a moving or a stationary asset? 

Physical Type  Tangible (material), Intangible (provides services, has cultural value), or 
Both? 

                                                           
17 CFED, unpublished memo by Gerald Torres, see discussion of legislation that creates “public trust” conditions, 
including:  Fishermen’s Contingency Fund, federal regulation of timber under NFMA and MUSYA; federal 
regulation of Public Lands; Public School Districts; Wild and Scenic Rivers Act (16 U.S.C. s.1271-1287); 
Endangered Species Act (16 U.S.C. s.1531-1543); Clean Water Act (precursor - Rivers and Harbors Act of 1899) 
(33 U.S.C. 1342 et al); Magnuson Act (16 U.S.C. s.1801-1882). 
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Size of the asset Finite or infinite; quantitative limits? 

Measurability of 
the asset 

Are there data, measurement systems, and research to measure changes in 
the condition of the asset? 

Scale of problem 
or condition 

Global, national, regional, state, local 

Carrying capacity 
of the asset 

What storage capacity does the asset have to absorb degradation and 
depletion before the services and products of the asset are lost?  What are 
the resource flows (especially hidden flows) related to the asset? 

Other values What are the non-economic, non-environmental values ascribed to the 
asset? Such as social, cultural, and historic significance 

 
In her recent book The Global Commons, Susan Buck explains that the two most important 
attributes of common resources generally are “the difficulty or feasibility of excluding others 
from the resource (exclusion) and the degree to which one appropriator’s use of the resource 
diminishes the amount of the resource left for others (subtractibility).”18  For private goods, 
exclusion is easy and subtractibility is high.  In other words, it is easy to keep others from using 
my house and, once I own it, no one else can.  For public goods, subtractibility is low (my use of 
the national defense system does not reduce the ability of anyone else to do the same) and 
exclusion is difficult (anyone can use the safety).  The dilemma of the commons is this: 
exclusion is difficult, and subtractibility is high.  It is nearly impossible to prevent people from 
fishing from commonly owned waters and each fisherman’s use of the resource diminishes the 
amount left for others.  Yet defining these attributes is essential to crafting a management 
framework for the asset.   
 
There is a rich literature in economics that considers private and public goods and that deals in 
depth with the issues of exclusion and subtractibility.  Yet, to date, this body of literature has 
remained arcane and academic and has little impact on public understanding or public policy.  
This paper seeks to apply these issues in new ways.  

IV.  Placing Value on Common Assets 
 
A major challenge faced in any attempt to halt the degradation of the commons is the need to 
present a plausible case for taking action.  An important step in meeting this challenge is 
identifying the values that enable people to weigh options in an informed and rational manner 
and to propose appropriate policy changes.   
 
In his upcoming book Who Owns The Sky? New Rules for a New Era, Peter Barnes explains that, 
although people generally have a gut reaction that the buying and selling of the sky is somehow 
wrong, the best way to save the sky (given the logic of capitalism) is to draw a line and sell a 
gradually declining amount of sky beneath that line.  The problem is that markets have no 
appreciation for the intrinsic value of assets like the sky, but markets determine how resources 
are used.  We need to communicate with markets in a language that they understand: property, 
prices, transactions, and supply-and-demand. 

                                                           
18 Buck, p. 4. 
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“In the case of the sky, the very incalculability of the sky’s true value is what makes it 
necessary to create an artificial value – an exchange value – that markets can readily 
calculate.  This artificial value then becomes a proxy for the deeper, incalculable value.  
It’s not the equivalent of the deeper value, nor an editorial comment on it.  It’s simply a 
proxy – a useful numerical representation.  And it’s a much better proxy than the one the 
market currently uses – namely, zero.”19 

 
Valuation in this context, therefore, describes ways to approach the proxy value of natural goods 
and services.  Valuing the goods and services of the ecosystem is a complicated and daunting 
undertaking.  Gretchen Daily suggests that the task of valuation is more about evaluating 
tradeoffs than it is getting to actual values.  
 

“Valuation involves resolving fundamental philosophical issues (such as the underlying 
bases for value), the establishment of context, and the defining of objectives and 
preferences, all of which are inherently subjective.  Even after doing this, one is faced 
with formidable technical difficulties with interpreting information about the world and 
transforming it into a quantitative measure of value.”20  
 

A. Monetary Value 
Monetary value, whether derived or direct, is the value that markets place on a good or service 
and is usually (but not necessarily) expressed in money terms.  This value depends on many 
factors, such as: the moral values and preferences of the buyers and sellers: the technologies 
available to convert into finished goods and services; the distribution of ownership; and the 
institutional framework within which markets operate – for example, systems for recording and 
enforcing agreements.  
 
Derived and direct monetary values capture value in real-world markets.  If you can directly 
trade an asset on the market, such as a stand of timber, it has direct monetary value.  Derived 
monetary value is used when there is no way to determine direct monetary value.  The value of 
an uncut forest in terms of not only the timber but also the non-timber products and the 
ecosystem services it provides can only be assessed through derivative techniques. 
 
When an asset has the potential to create two or more streams of benefits, but we are able to 
value only one, it is termed the lower bound value. In general, natural assets create streams of 
benefits for human beings in one of three ways: 

� Material inputs to the human economy, such as bananas, timber, or fish. 
� Amenity services, such as opportunities for recreation, wildlife observation, 

scenic views. 
� Life-support services (sustaining functions) such as livable climate, breathable air, 

and assimilation of wastes.    
 

                                                           
19 Peter Barnes, “Who Owns The Sky? New Rules for a New Era,” to be published by Island Press in 2001. 
20 Gretchen Daily, ed.: Nature’s Services: Societal Dependence on Natural Ecosystems (Island Press: Washington, 
DC and Covelo, California, 1997) p.7. 



Common Assets: Asserting Rights to Our Shared Inheritance – Version for IASCP 2000 
April 24, 2000 

13 

In some cases, the market value of a good may reasonably represent its asset value.  For 
example, commercial quotas to harvest in perpetuity one pound of halibut in Alaska every year 
are trading for $6 per pound, so the asset of permanent access to this fishery is worth $6 per 
pound.  But when only the services or products provided by an asset are traded in markets, the 
asset value is the capitalized value of the stream of service values.  Thus, an asset that generates 
$100 of cash flow per year would trade for $1,000 if the interest rate is 10% and a market for the 
asset exists.  Assets created by society (such as a right to issue government-insured debt or an 
historic district) also create benefit streams in broadly similar ways.  Attempts at valuation must 
consider both the monetary and non-monetary values of each of these three streams of benefits. 

B. Non-Monetary Value 
Non-monetary value refers to value that cannot be captured by price.  Some argue that most of 
nature’s services fall or should fall into this category because, by attaching a price, a natural 
resource becomes immediately vulnerable to market forces.  Non-monetary value illustrates the 
intangibles of our environment - both natural and built - that appeal to people’s sense of well-
being, to aesthetics, to spirituality, and to the sense that there are aspects of this world over 
which humans do not or should not have dominion.  The concept also includes valuable societal 
assets that cannot easily be priced, such as freedom of speech, fairness of the legal system, and 
open, honest government.  These values are often expressed in poetry and prose, in photography 
and on canvas, in rhetoric and in quiet reflection, and in a willingness to protect such assets 
against threat. 
 
Non-monetary value can be of two types: instrumental value and intrinsic value.  Instrumental 
value means that the asset is of use in bringing about human objectives such as the definition and 
survival of the community.  Intrinsic value describes the inherent integrity of an asset in its own 
right, quite apart from any human ends or objectives. The purpose of recognizing and naming a 
common asset’s non-monetary value is to set parameters for its use, rather than establish specific 
quantitative values. 
 

V. Governing Common Assets 
 
One way to structure common ownership is to delegate it to the government.  This is not the only 
way, however, nor is it the best.  The federal government has a sorry history of mismanagement 
of natural resources entrusted to its care.  The experiences of National Forests and Indian Trust 
Funds present two very clear examples why it should not be expected that the government would 
be a successful steward of our common assets. 

A. Why Not the Federal Government? 
The U.S. Forest Service manages 192 million acres in all but a few of the states.  For most of the 
20th century, the Forest Service focused on timber and mineral production rather than ecosystem 
conservation.  As a result, national forests have been scarred by clear cuts, logging roads, stream 
sedimentation, and mining wastes.  Over time, taxpayers have even subsidized this degradation 
by funding billions of dollars of road building to provide private companies easier access to 
timber.  Most people agree that the purpose of the national forests is to benefit the public, with 
private use allowed only as it does not interfere with the public’s benefit.  Yet, critics argue, “the 
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Forest Service’s timber program is beneficial chiefly to politicians in Washington, to a small 
segment of the timber industry, and to the Forest Service’s administrators.  Taxpayers, small 
communities, recreationists, the owners of private timberland – and the land itself – all lose.”21 
 
An even more damaging experience involves the Interior and Treasury Departments.  For more 
than a century the two departments have managed trust funds for hundreds of thousands of 
Native Americans.  The funds were intended to compensate Indians for use of their land; 
royalties from petroleum, timber, and other resources were to be paid to accountholders, many of 
whom are desperately poor.  In 1996, the Native American Rights Fund filed a class action 
lawsuit alleging that the government had so badly managed the accounts that recipients had lost 
billions of dollars.  The federal judge hearing the case found the evidence “overwhelming” that 
the government had failed to perform its duties.   

B. Structures and Instruments Needed 
Although rarely thought of in relation to resource conservation, there are a variety of non-
governmental structures through which assets can be owned by, or on behalf of, large numbers of 
people.  These include joint stock corporations, mutual funds, pension funds, and trusts of many 
sorts.  One way to structure ownership of common assets that generate revenue is to set up a trust 
whose beneficiaries are citizens, present and future.  Such a trust would privatize the income 
generated by the natural asset, while retaining undivided common ownership of the asset itself, 
which is essential for preservation.   
 
Critical questions in designing a trust 
for this purpose include: Who are the 
trustees?  How are they appointed? 
How are they held accountable? 
 
The key components of any governance 
structure, whether it is a trust or some 
other structure, should be transparency 
and accountability.   
 
Transparency means that citizens 
should be able to see where every 
dollar that is generated by the common 
asset comes from and goes.  
Shareholders should receive audited 
annual reports with complete financial 
information, and additional information 
should be available at publicly 
accessible sites like the world wide 
web.22 
 

                                                           
21 Perry Knize, “The Mismanagement of the National Forests” The Atlantic Monthly, October 1991. 
22 Peter Barnes, “Who Owns The Sky? New Rules for a New Era,” to be published by Island Press in 2001. 

How a Sky Trust Would Work 
 
The Sky Trust’s mission would be to preserve the 
mix of gases in the sky for future generations. Its 
trustees would thus be accountable not only to 
citizens of today, but also to citizens yet unborn.   
 
In practice the trustees would have three 
responsibilities: 

1) to issue and monitor carbon emissions 
permits up to the limit established by 
Congress, 

2) to receive market prices for those permits, 
and 

3) to distribute the income equally to all 
shareholders. 

 
In the event of a conflict between the trustee’s 
responsibilities, preservation of the sky would take 
precedence. 
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Accountability should be built into the legal structure.  Like a joint stock corporation, a trust is a 
market-based entity that can own and manage assets, charge for use of its assets, and distribute 
income to individuals.  Unlike a corporation, however, a trust can be given to a long-term 
mission - in this case the preservation of the common asset - which its trustees are legally bound 
to fulfill.  If trustees deviate from the long-term mission, they can be sued. 
 
Tradable carbon emissions permit are one emerging tool in a framework where individuals have 
property rights for natural assets.  Permits would be sold to companies that bring fossil fuels into 
the U.S. economy, each representing the right to emit one ton of carbon into the atmosphere.  
These permits would be attached to carbon as it leaves the coalmine, oil or gas well, or shipping 
port.  The reason for attaching the permits upstream is that it is much easier to track carbon as it 
begins to pass through the economy, rather than at the end as it comes out of tail pipes, 
chimneys, and smokestacks.  Companies could buy and sell permits to suit their needs, and 
would need to own enough permits to cover the amount of carbon they introduce into the 
economy each year.  Revenue from permit sales becomes a stream of benefits and is, eventually, 
distributed to all citizens. 
 
Another governance tool needed is a vehicle for paying equal dividends to all citizens.  In the 
cases of common assets which can generate significant revenue – such as the carbon absorption 
capacity of the sky – payments can be made directly to citizens as they are in the Alaska 
Permanent Fund described in the next section.  
 

VI.  Sharing Benefits of Common Assets 
 
Common assets directly provide benefits - services or goods, for example - to owners.  In many 
cases, owners receive benefits without any payment for them by virtue of being part of a 
community of owners.  But when a framework is created so that major users of a resource are 
charged – when polluters are required to purchase emissions permits or broadcasters required to 
lease a section of the broadcast spectrum – a stream of revenue suddenly appears.  Benefit 
sharing arrangements are essential to ensure that this revenue either returns to the owners, or is 
reinvested in the asset or the development needs of the community. 
 

A. Distribution of Revenues 
The Alaska Permanent Fund (APF) offers a real-life example of using a trust to establish 
common assets property rights and distribute revenues.  When oil began flowing from Prudhoe 
Bay in the 1970s, Alaskan voters established the APF, a managed trust for all current and future 
Alaska residents, separate from the state treasury.  The APF receives 25 percent of the state’s oil 
revenue, which it invests in a diversified portfolio of stocks, bonds, and real estate.  Income from 
these investments is divided into two segments.  About half is used for schools and highways and 
the rest is paid in equal dividends to all Alaskans.  This year (1999), every citizen received a 
dividend check for $1,770; households of four received $7,080.23  
 

                                                           
23 T.A. Badger, “Dividend Sets New Record in Alaska,” The Associated Press, AP-NY-09-23-99. 
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Another example of an arrangement that distributes commonly owned revenues includes state 
trust lands, a little known part of American history.  Lands held in trust by the states were 
granted by Congress to most states at the time it joined the Union, beginning with Ohio in 1803 
and ending with Alaska in 1959.  State trust lands currently total about 135 million acres in 22 
states.  The land grants were made to support common schools and similar public institutions but 
the original grants did not clearly establish a perpetual trust.  Perpetuity became a component of 
various school trusts when the “permanent school funds” were established.  The first such fund 
was established in Michigan in 1849, and most states have enacted numerous subsequent 
provisions for supplementing their funds and for protecting them against either loss or diversion 
to other uses.  The value of the permanent funds in 1996 was over $27 billion.  About $3 billion 
of revenue from these funds was distributed to beneficiaries in 1996, and an additional $1.5 
billion was distributed to beneficiaries directly from land management activities.   
 
Cropland and grazing leases, timber harvest, and extraction of minerals (including energy 
minerals such as oil, gas, coal, and geothermal) generate the bulk of current revenues from state 
trust lands but the revenue generated by the use of these lands may be much lower than it would 
be if free markets were to operate.  The policies governing these lands are complex and have 
changed dramatically over time.   
 
Future policy work on management of common assets should build on what has been learned 
(and often forgotten) from management of the Alaska Permanent Fund and State Trust Lands 
history. 

B. Reinvesting in Resources and Community Development 
Revenues generated by common assets could also be used to reinvest in the resources themselves 
and in community development activities.  The Edwards Aquifer Authority (EAA) manages the 
Edwards Aquifer in Texas and administers a permit system to manage withdrawal of water from 
the Aquifer.  In 1998, the program was projected to generate $5.25 billion and much of this 
revenue was set to support operation of the Authority itself.  The EAA engages in a variety of 
activities to improve the condition of the resource including long range regional planning, study 
of different management strategies, encouraging best management practices that conserve water 
through a loan program for agricultural water conservation, and an Agricultural Water 
Conservation Award.  EAA also uses permit revenues to collect data on water levels, 
streamflows, springflows, rainfall, water quality, and pumpage.  Education and media efforts 
include an extensive informational website (www.e-aquifer.com) and efforts with local 
newspapers to provide information about and build public awareness of the Edwards Aquifer.   
 
It is especially important to reinvest revenues in nonrenewable resources, such as minerals.  
There is a great deal of research and practice in the area of mineral taxation policy that might 
inform reinvestment systems for other nonrenewable common assets.  The economics of mineral 
exploitation, along with the attendant environmental damage, has encouraged far-sighted policy 
makers to treat the development of such nonrenewable natural resources in a special fashion for 
specific reasons.24   

                                                           
24 A recent (1996) and disturbing account of this industry as a vehicle for economic development can be found in 
Thomas Michael Power’s Lost Landscapes and Failed Economies: The Search for A Value of Place. The book 
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First, resource development is typically a boom-bust process.  From coast to coast, the U.S. is 
littered with the ghost towns of previous eras.  The ravages of such development lead many 
policy makers to believe that tax revenues are needed to pay for today’s social costs and to help 
build a more stable, far-sighted, diversified economy for the future.   
 
Second, although mineral taxation results in some allocative inefficiencies (in fact, all taxes do), 
taxes are levied against an industry where supernormal returns are quite common.  If done 
properly, this vast storehouse of wealth can be taxed with minimal impact on production.   
 
Third, mineral tax revenues can be used to capitalize trust funds to save mineral wealth for future 
generations. Mineral trust portfolios typically target some capital into in-state job 
creation/diversification and recycle other monies back into national capital markets.  
 
Savvy approaches (like the proposed Sky Trust) also seek to avoid tapping these revenues for 
ordinary government expenditures.  In addition to earmarking monies for long-term investment, 
such revenues have been used for land reclamation (in the wake of strip mining), needed public 
services and infrastructure (during the growth period) in mining communities, and counter-
cyclical funds (for state “rainy day” programs).25 
 
The emerging field of common assets should study closely the lessons of this experience in 
designing its strategies: 
• Are special leasing or taxing approaches needed to deal with a particular natural resource 

industry?   
• How is the environmental damage to be contained?  
• How is reclamation to be financed?   
• How successful have resource trust funds been, in terms of rate of return and economic 

development?   
• Could the common assets and trustee themes of this paper be applied in some new ways to 

mineral development operations?   
• Should coal companies, for example, become “trustees” of the coal that it owns and be 

directed under the terms of its trust document not to pollute the groundwater from its mining 
operations? 

                                                                                                                                                                                           
argues that communities should not become overly dependent on this economic engine and that appropriate tax, 
regulatory, leasing, and investment strategies are needed to address the potential downsides of the industry. 
25 In essence, policy makers should restrict the amount of mineral tax, royalty, etc. monies that go into the general 
fund.  Thus, a relatively small (or non-existent) amount of current, recurring expenditures are paid out of revenues 
derived from the extraction of non-renewable resources.  However, it is generally ill advised to finance any recurring 
revenues with non-renewable resource revenues.  A non-recurring natural resource should be converted into forms, 
which yield some ongoing return.  Development finance expert Belden Daniels outlined these concerns and their 
alternatives in a series of important policy memos in the early eighties, during the height of the energy crisis. 



Common Assets: Asserting Rights to Our Shared Inheritance – Version for IASCP 2000 
April 24, 2000 

18 

 

VII. Identifying Policy Tools for A Common Assets Approach 
 
The flurry of environmental lawmaking that created the U.S. Environmental Protection Agency 
and enacted a variety of laws for cleaning air and water, controlling toxics, recycling solid waste, 
and so forth worked.  America’s air and water is cleaner.  Many forms of pollution have been 
reduced.  Americans are also much more aware of environmental dangers and committed to 
increased environmental quality. 
 
But it is unlikely that further progress on this path will yield the same gains.  Command-and-
control regulations do not encourage the industry innovation needed to prevent pollution in the 
multitude of companies and production processes that characterize the U.S. economy and do not 
communicate the value of those resources to the citizens.  New policies, or combinations of 
policies, are needed. 
 
In Thinking Ecologically: The Next Generation of Environmental Policies the authors explain 
this need:  

Many of today’s environmental problems are different from those of the last several 
decades.  Ozone layer depletion, climate change, or endocrine disruption are less 
plainly apparent, more subtle, and more difficult to address than the black skies or 
orange rivers of the 1960s.  Similarly, some of our residential environmental 
concerns represent unresolved problems of the past - automobile exhaust, 
agricultural runoff, and the loss of habitat to suburbanization - that cannot be solved 
by controlling the emissions of the few thousand of the largest factories in America.  
Instead, we must address the effects of thousands of smaller firms and farms whose 
releases are individually small but cumulatively large.  We must also try to affect the 
choices of 265 million Americans whose decisions about what to buy, where to live, 
how much to drive, what to throw away, and where to shop profoundly shape the 
quality of our environment.26 

 
Fortunately, environmental protection goals can be achieved in a number of ways, through:  

1) an economic incentives approach (using economic instruments such as taxes and 
charges);  

2) a regulatory command-and-control approach, buttressed by the precautionary 
principle; and  

3) improved property rights systems.   

                                                           
26 Marian Chertow and Daniel Esty, Thinking Ecologically: The Next Generation of Environmental Policy (1997), p. 
2.  For more technical arguments and options, along these lines, see National Academy of Public Administration, 
Setting Priorities, Getting Results: A New Direction for EPA (April 1995) and National Academy of Public 
Administration, The Environment Goes To Market: The Implementation of Economic Incentives for Pollution 
Control (July 1994). 
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Each approach has its advantages and limitations, a 
combined approach can be crafted to build on the 
strengths of each approach.  For example, since the 
environment should not generally be left to 
unfettered markets (or highly subsidized markets), 
regulations will be required to underpin and shape 
most economic incentive and property right 
systems.   
 
Elinor Ostrom writes that solutions to common 
pool resource problems (the tragedy of the 
commons) are usually most effective at the local 
and regional level.  Primarily because people need 
to be able to see and feel the costs of resource 
depletion and the benefits of resource conservation.  
Social and cultural systems that communicate and 
respond to this information at the local and regional 
level are possible, but national and global common 
assets (such as the atmosphere) require more 
complex management to communicate the same 
information.  Ostrom and her colleagues argue that 
the challenge ahead is to develop the institutional 
capacity necessary to manage the commons’ 
biological complexity, especially in the 
management of resources at the global level.27 
 
The common assets approach calls for a new generation of environment policies and ownership 
systems that draws from this palette of options.  It does not aim to privatize natural resources or 
to turn all resources into commodities.  Instead, it recognizes that economic incentives are crucial 
tools for overcoming the challenges of managing and regulating the use of large, complicated, 
and lucrative commonly owned resources.  

A. Tools for Managing Natural Resources 
1. Regulation 
Direct command-and-control regulation describes the first generation of environmental policies 
that were developed.  These regulations, such as provided for in the Clean Air and Clean Water 
Acts, typically include enforceable standards or limits on certain uses of natural resources and 
are usually imposed through non-transferable permits.  Examples of standards include emissions 
standards, performance standards, and ambient environmental quality standards.  In some 
instances government mandates a specific technology to meet the desired standard (e.g., catalytic 
converters); anyone who implements the technology is considered to be in compliance even if 
the environmental goals are not met.     
 
Although direct regulation has its limits and problems, it lays the foundation for market-based 
                                                           
27 Ibid. 

Sky Trust Policy Framework 
 
As described in the opening section of this 
paper, the Sky Trust policy framework has 
five components: 
 
1. Cap: establish a maximum usage level, 

e.g. 1990 carbon emission levels 
 
2. Auction: sell usage rights for market 

value, e.g. auctions 
 
3. Trade:  allow trading of usage rights in 

secondary markets, e.g. tradable 
emissions systems 

 
4. Rebate: recognize ownership rights, e.g. 

annual dividend checks 
 
5. Trust: governance that is accountable to 

the people, e.g. the Sky Trust 
 
These components developed for the Sky 
Trust are just one model of a common assets 
approach. 



Common Assets: Asserting Rights to Our Shared Inheritance – Version for IASCP 2000 
April 24, 2000 

20 

instruments and is a critical tool for controlling toxic pollutants, further loss of endangered 
species, and situations where meeting a specific standard in some specific time or place is critical 
to public health or safety.    
 
Command-and-control government regulation was the first stab at balancing the tragedy of the 
commons in fisheries.  State and federal governments have placed restrictions on the number of 
fish caught, limited the fishing season, regulated the length of fishing trips, and restricted the 
type of equipment used.28  In the 1970s, the government began placing restrictions on entry into 
the fishing industry.  Even with regulation, however, fish stocks did not revive.29  Eventually 
economists suggested establishing a “system of quasi-property rights in the fishery.”30  
Curiously, although fisheries started out in the public trust, it has required introducing small 
nuggets of property rights back into the market in order to better protect the resource. 
 
2. Market-Based Instruments 
Market-based instruments encourage 
appropriate behavior through price 
signals, not explicit limits or 
standards.31  Market-based 
instruments rely on a strong 
underlying regulatory framework, 
but also provide economic 
incentives for firms to achieve 
environmental goals (such as 
reducing waste, water use and 
emissions) in their own way.  
Market-based instruments establish 
environmental goals and encourage 
economic innovation and efficiency, 
benefiting both the environment and 
the economy in the long run. 
 
A good example of the potential of 
market-based instruments is a trend 
in the American west toward leasing 
of water rights and creation of water 
markets.  Water is generally treated 
as a public good and therefore water 
markets have not developed in most 
places because water is seen as free.  
In the American west however, with 
its contentious history of battles for 
                                                           
28 Franz Thomas Litz, “Harnessing Market Forces in Natural Resources Management: lessons from the Surf Clam 
Fishery,” Environmental Affairs 335 (1994) p. 21. 
29 Ibid. 
30 Ibid. 
31 Robert N. Stavins and Bradley W. Whitehead, “The Next Generation of Market-Based Environmental Policies,” 
Resources for the Future:  http://www.rff.org/disc_papers/abstracts/9710.htm, November 1996. 

Market based instruments include57: 
Pollution charge systems – these assess a fee or tax 
on the amount of pollution generated, creating an 
incentive for the firm to reduce pollution.  
 
Tradable permits – these set a limit or target of how 
much pollution is allowable, then gives away or auctions 
permits that add up to the total allowable amount.   
Permit holders can use their amount of “emission rights,” 
but have an incentive to reduce pollution to even lower 
levels so that they can sell surplus permits.  Secondary 
markets for the sale of such surplus permits have already 
emerged in the industries where permits are in use. 
 
Reducing market barriers – to allow markets to emerge, 
some recent efforts in California make it easier to 
exchange water rights.  Any policy that helps markets to 
exist or to function better falls into this category.  
 
Eliminating government subsidies – federal subsidies 
that allow producers to sell resources such as water and 
timber at below-market rates encourage wasteful and 
unsustainable practices. Eliminating such subsidies 
allows market prices to send more accurate messages 
about the environmental and social costs of certain 
activities.  
 
Providing public information – allows consumers to 
make more informed purchasing decisions.  An example 
is the new trend towards certification of sustainably 
harvested wood.  
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water rights, water markets have emerged as an instrument for bridging the tension between 
water right owners and environmentalists.   
 
The state of Montana, for example, has an innovative water-leasing program that allows farmers 
and ranchers to generate income by leasing their water rights to private organizations for fish 
habitat.  The marketplace draws together historic adversaries, such as agriculture and 
environmental groups, into mutually beneficial relationships where property rights are traded for 
cash or tax credits.  Market agreements seem to be working.  In 1997, farmers and ranchers 
received more than $10 million for 490,000 AF of agricultural water subsequently used to help 
protect fish and wildlife.32   
 
The Oregon Water Trust acquires water rights through gift, lease, or purchase and commits to 
keeping water in streams and rivers to protect fish and wildlife habitat.  Such programs help 
people to view water rights in a new way, as a valuable commodity that can be traded in the 
market place.  Though on a large scale some groups warn of the “commodification” of water, in 
the American west water markets and this new way of thinking about water rights as property 
rights have led to new solutions to local and regional environmental problems. 
 
Evidence to date indicates that market mechanisms can be a more economically efficient 
approach than command-and-control policies.  The common assets approach sparks 
consideration of new kinds of ownership and management systems that are necessary to protect 
and preserve the quality of our natural environment because it asserts that people are asset 
owners, not corporations or the government.  A common assets approach to management 
requires that we also examine the implications for equity, ownership, and institutional capacity 
for these relatively new policy approaches. These three considerations have been inadequately 
incorporated into market-based approaches to date. 
 
3. Community-Based Management  
Community-based partnerships among stakeholders may include government, private sector, 
individuals, or nonprofits that strive to sustainably manage natural or social assets.  There is no 
absolute definition of community-based partnership; rather, such relationships reflect an attempt 
to resolve resource use issues by bringing together interested parties from the affected 
community.  
 
In New Jersey, for example, fishermen created a marketing cooperative to improve prices by 
restricting total catch levels. The cooperative also provided for revenue sharing regardless of 
individual boat catch to reduce incentives to over fish. Similarly, the Malpai Borderlands Group 
brought together ranchers and environmentalists to conserve undeveloped lands and maintain 
working rangelands. The ranchers sought to avoid both environmental regulations and housing 
developments by providing habitat for endangered species and putting ranchland under 
conservation easements for payment.  
 
Although it is often true that local communities best understand their own environments, hence 
are best capable of managing their natural resources in a sustainable way, this is not always the 

                                                           
32 Clay Landry with Clint Peck, “Dealing for Water: Western States are Creating Water Markets Without 
Compromising Prior Appropriation Doctrine,” Montana Farmer-Stockman, December 1998. 
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case.  Sheer population growth may use up the environment’s atmosphere and its available land.  
New technologies may induce overuse (e.g., the chainsaw in the Amazon forest, the high 
velocity rifle in hunting, etc.).  Thus, community sanctions and persuasion aimed at those who 
wish to ignore the public good must be strong and constantly exercised. 
 

B. Common Asset Policy Tools 
Equity and sustainability are the guiding principles for the common assets approach.  Equity is 
used in the sense that fairness to the least affluent, to all taxpayers, all citizens, and interested 
parties (for example, existing fishermen, tribes, etc) is a priority.  Sustainability, the twin 
priority, means preservation of the asset.  Administrative feasibility (ease of enforcement and 
flexibility) is also an essential dimension. 
 
The following table summarizes some key considerations associated with some policy tools. The 
list is not exhaustive but points to policies that will be important tools in a common assets 
approach.  
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Table 3: Key Policy Considerations 
Policy Option On Equity  On Sustainability  
Pollution Charge 
Systems  
 

Fairly return revenue to asset owners.  Charge must be adequate to 
induce changes in behavior that 
halt the assets overuse or 
degradation. 

Tradable Permits Maintain public ownership, do not privatize 
the asset.  
 
Compensate shareholders when asset is 
used by private interests.  
 
Avoid the development of pollution “hot 
spots,” where trading results in a 
concentration of pollution in one area due to 
trading.   
 
Allocate permits in such a way that avoids 
allowing private interests to appropriate 
common assets (e.g. the Sky Trust 
recommends auctioning permits rather than 
giving them to private interests).   
 
Design allocation of permits to discourage 
the concentration of rights by a few entities.  

Establish maximum levels of use 
to ensure the asset is not 
degraded.  
 

Reduce Market 
Barriers 
(i.e. allow 
trading) 

Design allocation of permits to discourage 
the concentration of rights by a few entities. 
 
Remove barriers to new entries into a 
system by allowing trading or by not giving 
away rights to a limited resource to a few 
interests (e.g. annually giving away the 
same amount of water rights or emission 
permits will create a barrier to new utilities 
or farmers who wish to operate). 

Allow trading discourages the 
wasteful use of the resource by an 
entity that may have been granted 
more access than is needed. 

Eliminate 
Damaging 
Subsidies 

Stop unfair use of taxpayer money to profit 
private enterprise at the expense of the 
environment, public health, and under-
funded government programs (e.g. coal 
research subsidies). 

Eliminate subsidies that 
encourage the degradation of 
natural or social common assets.  
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Provide Positive 
Incentives 

Provide public subsidies and incentives to 
encourage the provision of social assets 
such as public education that would be out 
of reach of low-income people. 

Utilize socially beneficial 
subsidies where appropriate, (e.g. 
subsidies for public transport).  
 
Provide incentives to encourage 
stewardship of social and natural 
assets (e.g. property tax 
reductions in Washington state to 
landowners who preserve or 
restore land that benefits public, 
such as groundwater protection). 

Information: 
Environmental 
and Social 
Labeling 

Open door for broad assessment of goods, 
beyond price, to include equity and 
environment beyond the price (e.g. anti-
sweatshop labels for labor practices). 

Use policies to encourage 
improvement beyond minimum 
sustainability standards, such as 
ecolabeling of sustainably 
harvested timber, or socially 
conscious funds that informs 
investors of companies labor 
practices and community impact.  
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Degradation of common assets is due, in part, to the fact that they have often been appropriated 
by private interests; while asset shareholders receive no benefits but suffer from asset 
degradation.  A common critique of market-based mechanisms is that they run the risk of 
similarly awarding the benefits flowing from these assets to a small group, rather than all 
shareholders. For example, as noted in the table above, when tradable permit schemes have been 
most recently implemented, permits have been given away rather than auctioned. Past trading 
schemes, such as those for fisheries and sulfur dioxide emissions, have awarded permits freely.   
 
In the case of greenhouse gas emissions, if the polluters are not charged for emissions, it will 
imply that citizens do not have a property right claim to a clean environment. Rather, it will send 
the message that the atmosphere is owned by polluting firms.  Similarly, if rights to fish in 
common fisheries continue to be given away it will imply that the local community does not 
have a real claim to the asset.  
 

VIII.  Taking the Next Steps 
 
Probably the essential contribution this paper makes on the topic of common assets is that 
ownership matters.  Environmentalists tackle common resource problems by talking about proper 
pricing; common property theorists talk of appropriate institutions.  The emphasis of our work is 
that ownership needs to be asserted to solve complex shared resource problems.  Common assets 
are about seeing that nature is not given away to the highest bidder, but rather is preserved in 
trust for all people. 
 

A. Action 
The real purpose of a paper like this is to catalyze change – changes in the way we think and 
changes in the way we act.  The common assets idea will remain only a good idea unless 
communities can show that the idea translates into a system of policies that improves their ability 
to manage and steward their common assets.    
 
CFED intends to next develop a methodology that communities can use to consider the role of 
common assets in their area.  It will be based on the guidelines introduced in this paper and will 
provide tools for thinking about valuation, ownership, benefit-sharing arrangements, etc.  
Projects might demonstrate three applications of the common assets idea, such as: 
 

� A project to understand a resource and its value to the community.  What is our 
commons?  What is the legacy we leave for the future of our community? 

 
� A project to use the common assets framework to improve stewardship of the 

asset. 
 

� A project to increase income and wealth in a community due to equitable 
ownership of a common asset. 
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One example of an application of common assets is the Cayuga Lake in Ithaca, New York.  The 
lake serves as a vital resource within Ithaca’s local ecosystem.  Members of the Cornell and 
Ithaca communities benefit from its recreational use, scenic beauty, and contribution to the local 
watershed.  Located in proximity to Cornell University, the lake has become the potential source 
for an alternative campus cooling system.  The $55 million Cornell University Lake Source 
Cooling Project would use lake water to cool campus buildings.  The plan has been criticized by 
residents and Cornell students who claim the cooling project will threaten the ecological vitality 
of Cayuga Lake.  Altering the temperature could upset the ecological balance of plant and animal 
species in the lake, and exacerbate Cayuga’s lake pollution problems.  It could also raise the 
level of phosphorus at the south end of the lake, thereby promoting the growth of algae and plant 
life to a level of infestation. 
 
If Cornell moves ahead with the project, it will not be forced to pay for the use of the water 
resource or internalize any negative environmental impacts.  The common assets framework 
could be applied here by helping residents and local government ask: Who owns the lake? What 
is its value? How will the cooling project proposal change the value? Who pays for the services 
it provides and for any damage to the asset?  A common assets methodology could help establish 
common ownership, value the asset, estimate the effect of Cornell’s proposal, and guide 
residents and local leaders towards a sustainable and equitable solution. 
 
Another example of a common asset is the Russian River gravel beds in Sonoma County, 
California.  This gravel serves as a filter for the shallow groundwater aquifer adjacent to the 
Russian River, which in turn is a significant source of drinking water supply in Sonoma County 
and parts of Marin County.  Sonoma County taps the shallow aquifer with five large wells 
located downstream of current and historic gravel mining sites.  As gravel mining upstream has 
proceeded over the years, the water from these wells appears to have become more silt laden.  
The County is currently commissioning a study of the cost of upgrading water treatment facilities 
to maintain water quality at historic levels.  Very preliminary estimates indicate the capital cost 
of additional water treatment facilities for this purpose is in the vicinity of $500 million.  
Additional annual operating costs – labor, chemical additives to promote precipitation, disposal 
of sludge, etc. -- might be another $25,000 or $50,000 per year.  But these costs have not 
historically been accounted for in land use permit decisions for gravel mining operations.  A 
common assets framework might help to grapple with the ownership, valuation, and policy 
issues at stake. 
 

B. Research  
This paper only skims the surface of the many issues related to common assets.  Future work 
must begin to answer some of the following questions: 
 

� Does a common assets approach apply only to cases where ownership is virtually 
impossible?  Or, might it be applied to managing, for instance, wildlife and restricting 
existing property rights in certain respects?  

� How might a common assets approach change how governmental natural resource 
agencies manage their resources?   

� How might we better demonstrate the link between long-term economic health and a 
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healthy common assets base?  
� How could common assets development generate a long-term revenue base for 

further assets management/conservation and equity purposes?   
� How might better common assets management not unduly harm the least well off?   
� What are the appropriate mixes of regulatory and other tools for better assets 

management?   
� What is a good investment, regarding common assets?  What is the rate of return?  

How might it be documented?   
� Is there a development agenda for some common assets (e.g. community-based 

forestry)? What current subsidies, regulations, etc. harm common assets?   
� What should be our priorities for elimination?   
� Are there other global common assets (like the sky) that deserve protection and what 

international policy reforms and institutions are needed? 
� When is citizenry vs. residency the basis for common asset ownership? 
� What governance structures best protect common assets? Is there a case where the 

federal government is the best governing body? 
 


