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The Efficient Assignment of Environmental

Property Rights

SHIGUO Ma
(East China University of Science and Technology)

Abstract Because of the existence of two-side moral hazards, simply shifting environ-
mental property rights will not, in general, result in efficient avoidance allocation decisions by
polluters and victims. Therefore, such simple shifting does not, generally speaking, result in
a competitive equilibrium that is a Pareto optimum. Comparing different avoidance allocations
arising from two different patterns of environmental property rights assignment is thus a com-
parison of two inefficient equilibria. This comparison helps to identify the cheapest cost avoi-
der and confirm which pattern is more efficient.

JEL Classification D39, D62, K32



