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Frame of Reference

Weak Institutions, Unstable Property Rights:
Missing Rents (Revenues) and Over - Exploitations

'Market' in Practice: Rent Fixation, Collusion,
Capture and Intermediation

Financialisation: Fictitious Capital, Losses to
Biodiversity and Consumers

Political Settlement and Primitive Accumulation



ﬁ Frame of

Sustainable Yield and Economic Rent

MER/MSY
MER

Economic Value

Revenue Curve Total Cost

Variable Cost

Fixed Cost

\ Natural Resources

(o,

Exploitation Rate

MSY= Maximum Sustainable Yield; MER= Maxinmm Economic Remnt

Reference

State

- Ecological life-support system declining
worldwide

+ Loss of biodiversity continues unabated

+ High levels of poverty in mega biodiversity
areas

Options

« Public interventions to lead in correcting
market failures through taxes and subsidies
- collective actions deliver conservation and
sustainable use

- Private transactions for selling and buying
of eco-system services - comodification:
expansion of market of previously non-
traded areas through pricing systems and
market relations




é// Frame of Reference

State

Sustainable Yield and Economic Rent ) ) ..
« Ecological life-support system declining

worldwide
‘ Revenue Curve Totgl Cos - Loss of biodiversity continues unabated
MER/MSY |, - e Variable Cost - High levels of poverty in mega biodiversity
| / areas
Economic Value Options

Fixed Cuat - Public interventions to lead in correcting
\ market failures through taxes and subsidies
 Natural Resources - collective actions deliver conservation and
sustainable use
- Private transactions for selling and buying
of eco-system services - comodification:
expansion of market of previously non-

traded areas through pricing systems and
market relations

Exploitation Rate

MSY= Maximum Sustainable Yield: MER= Maxinmm Economic Rent



Weak Institutions, Unstable
Property Rights: Missing Rents
(Revenues) and Over - Exploitations

Natural Resource Rent + Natural resources rent produces streams of
renewable benefits - Productive rent -

Mareinal Cost socially desirable

flmn =« Absence of property rights ('free access

Negative Rent (Extractlon) problem’/'tragedy of commons’) creates

Average Cost

Free Access Problem
Or
Iragedy of Common

Price

damaging effects of rent dissipation
~srines Demand (negative/ extractive rent), resulting in
Rent (ABO) allocative inefficiency, adversely impacting
iProtective/ 7%

on sustainability of natural resources and
: . collection of revenues
Scenarlo-B @ Natural Resource + Not an argument in favour of private
property rights, but about stability of rights
as a pre-condition for sustainability as
communal or collective property rights may
in cases be more efficient

Productive] g

[N

-Normal exploitation  -Ower exploitation

Seenarie-A

Understanding, recognition, enforcement and maintenance of property rights




. Property Rights: Missing Rents
(Revenues) and Over - Exploitations

Natural Resource Rent

Marginal Cost

Free Access Problem

Or D
I'ragedy of Common s

Access (ABC-CDE)y

Price

Negative Rent (Extraction)

Average Cost

Owner’s
Natural
Resource

Rent (ABC)

Demand

(Protective/ A
Productive)

o
Scenario-A O Scenario-B Q: Natural Resource
-Normal exploitation  -Ovwer exploitation

Rent Dissipation with Free

« Natural resources rent produces streams of

renewable benefits - Productive rent -
socially desirable

Absence of property rights ('free access
problem’/'tragedy of commons’) creates
damaging effects of rent dissipation
(negative/ extractive rent), resulting in
allocative inefficiency, adversely impacting
on sustainability of natural resources and
collection of revenues

Not an argument in favour of private
property rights, but about stability of rights
as a pre-condition for sustainability as
communal or collective property rights may
in cases be more efficient

Understanding, recognition, enforcement and maintenance of property rights



'"Market' in Practice: Rent

@ Fixation, Collusion, Capture

and Intermediation

Loss of Revenue and Additional Exploitation

Extra Payment'Unofficial
Rent: Ryl D:R;

s A —

Total Loss of Rent 5

[Re\'puy: R,D, DR
e
: Rent Titermediation:

R;D:D,R:

Additional Exploitation
of Natural Resource

QG Q Q:
Additional Expleitation:
0Q:- 00,

NR = Natural Resources

Natural Resource
(Duantity)

- Rent/Price Fixation: Hard to define biodiversity

as a tradable commodity in PA ('Rent’/'Reserve
Price’), PES ('Voluntary'), TDR ('cap’), BO/HB
(cap))

« Adverse selection, moral hazard, meaning

information asymetry lead to loss of
environmental benefits and over compensation
Bidder collusions in auctions, as opposed to
non-cooperative behaviour, result in loss of
revenue and additional exploitation. Bid rigging
has escaped attention of anti-trust policies,
even in advanced countries, as the focus is
mainly on horizontal price fixing. In developing
world, there are hardly such laws capturing
such complexities, let alone enforcement.

Avoidance could bring adequate resources for sustainable conservation of

biodiversity




Maximum Rent R,

(g Fixation, Collusion, Capture
and Intermediation

Loss of Revenue and Additional Exploitation

r

Rent

Extra Payment/Unofficial
Rent: RyD;D-R

./Toi:ll Loss of Rent

R

5

(Revenue): RyD,D;R.,

Rent/Intermediation:

R;D,D;R,

Additional Exploitation
of Natural Resource

QA Q:
Additional Exploitation:

0Q:-0Q,

NR = Natural Resources

Natural Resource
(Quantity)

- Rent/Price Fixation: Hard to define biodiversity

as a tradable commodity in PA (‘Rent’/'Reserve
Price’), PES ('Voluntary'), TDR (‘cap’), BO/HB
(cap’)

Adverse selection, moral hazard, meaning
information asymetry lead to loss of
environmental benefits and over compensation
Bidder collusions in auctions, as opposed to
non-cooperative behaviour, result in loss of
revenue and additional exploitation. Bid rigging
has escaped attention of anti-trust policies,
even in advanced countries, as the focus is
mainly on horizontal price fixing. In developing
world, there are hardly such laws capturing
such complexities, let alone enforcement.

Avoidance could bring adequate resources for sustainable conservation of

biodiversity



Financialisation: Fictitious
:3 Capital, Losses to Biodiversity
and Consumers

Loss of Consumer « Financialisation - ways to extract value through
opaque financial devices in the pre-text of lack
of adequate investment

+ Mosaic of investors: global players, in view of
down-turn in rates of return, build relationships
with financial intermediaries, leveraging
additional dividends out of the securitisation of
debts

« Regulators, if in place, determine bills not on
how equity or debt raised

- + Securitisation represents a claim against cash

S e ST - that world flow from future - a fictitious form of

MC =Marginal Cost; f\ﬂ;— Marginal Revenue; ATC = Average Total Cost capital, with high risks for bust

- Monopoly pricing, artificial product
differentiation, resulting in losses to consumers

Consumers lose, investors' dividend is the main concern, not biodiversity

Economic MC

Price / Cost

-




Price / Cost

&J  Capital, Losses to Biodiversity
and Consumers

Loss of Consumer « Financialisation - ways to extract value through
opaque financial devices in the pre-text of lack
of adequate investment

- Mosaic of investors: global players, in view of
down-turn in rates of return, build relationships
with financial intermediaries, leveraging
additional dividends out of the securitisation of
debts

- Regulators, if in place, determine bills not on

: how equity or debt raised

T MC=MR « Securitisation represents a claim against cash

Economic MC

irginal Cost; MR = Marginal Revenue; ATC = Average Total Cost

& it that world flow from future - a fictitious form of

: capital, with high risks for bust

« Monopoly pricing, artificial product
differentiation, resulting in losses to consumers

Consumers lose, investors’ dividend is the main concern, not biodiversity



Political Settlement and
Primitive Accumulation

Natural Resources Rent Capture through Vertical and  Vertical and Horizontal collusions of
Horizontal Collusions resource appropriating syndicates -
e Tm P - ‘ politicians, bureaucrates, capitalists and
/M 7 non-capitalists
ot PR § § \ - Institutions, power and politics matter,
g " .‘u' _P_‘f "" ': .. particularly hinder access and use rights
B 3 AN ’ of poor
AN, e + Regulation and enforcements of
foyl property rights
& 2 S ¥ 8 S - Legal and enforcement regimes for
F—— R aiiae avoidance of collusion, and capture
Note: Similar Vertical and Horizontal Hierarchies for Bz, Byand P;and Py © NON-private requires non-private

solutions
B = Bureaucracy; P = Politicians; C = Capitahists; N = Non-capitalists chents
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Primitive Accumulation

Natural Resources Rent Capture through Vertical and « Vertical and Horizontal collusions of
Honzontal Collusions resource appropriating syndicates -
BUREAUCRACY OLITICLANS e s o 1e
. e e politicians, bureaucrates, capitalists and
/M- e 0y non-capitalists
AR t T - Institutions, power and politics matter,
o p v R particularly hinder access and use rights
L b - V. b »
B B, A of poor
8 Rt - Regulation and enforcements of
| property rights
i 0 v "0 "o Pug o v, L .
B« B, g C . kL, - Legal and enforcement regimes for

$ avoidance of collusion, and capture
- Non-private requires non-private
solutions

Horizontal Collusion Horizoatal Collusion

Note: Similar Vertical and Horizontal Hierarchies for B; B: and P; and P;

B = Bureaucracy; P = Politicians; C = Capitalists; N = Non-capitalists clients
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