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Abstract: When can spatial property rights solve the ubiquitous tragedy of 
the  commons  in  renewable  resources?  We  explore  the  game  theoretic 
outcomes  under  a  decentralized  system  of  spatial  property  rights  with 
spatial  externalities.  The  efficiency  of  spatial  property  rights  depends 
critically  on the spatial  connectivity of  the resource; even with complete 
spatial property rights, the outcome may be equivalent to open access, sole 
ownership, or points in between. A simple profit sharing arrangement can 
serve  as  a  useful  coordination  mechanism and requires  no cumbersome 
side-payments.  When all  owners  participate in  the  sharing arrangement, 
increasing  the  slice  of  profits  shared  increases  efficiency,  but  voluntary 
participation may not be subgame perfect. We derive a renewable resource 
version  of  the  Folk  Theorem,  which  reveals  a  counterintuitive  result: 
Increasing  the  discount  factor  can  encourage  patient,  above  average 
owners  to  defect.  The  most  efficient  cooperative  arrangement  involves 
balancing  participation  with  efficient  resource  use  among  those  who 
cooperate; full cooperation is typically not desired. 
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