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Abstract. The growing trend in the past decades is that the unbridled capitalism destroys the 

environment in pursuit of profits. The system of the free market is seen as something that is 

incompatible with the environmental safety, and many government measures are proposed to 

deal with the problem. However, if the government and its experts truly excel at handling the 

problems of pollution and ecological ruination, then it should logically follow that the countries, 

closest to socialism, would have the cleanliest environments. However, studies show that this is 

not the case. Moreover, the representatives of the Austrian school of economics maintain that the 

only way to prevent an ecological catastrophe is the way of the free market, with a secure system 

of private property.   

Introduction 

The free market is often blamed for destroying the environment in pursuit of 

profits – air and water are being polluted and the land is contaminated. Capitalism 

is seen as being opposed to the safeguarding of nature, and on this basis, government 

intervention is often proposed through regulations and taxes to control the 

corporations and make the world cleaner (Welford, 2013).  

According to the view of the Austrian economics, these strategies distort 

economic systems by restrictions and redistributions in pursuit of maximizing the 

social utility of natural resource allocation (Reisman, 2001). To Austrians, utility 

and costs are subjective notions and as such, cannot be measured (Mises, 2014). 

Moreover, the government as an institution wielding coercion, must always 

necessarily reduce someone’s utility through its acts, be it direct taxation or more 

subtle measures of controlling the economy (Rothbard, 2006). Some authors of the 

Austrian school offer a radically different approach to the problem of ecology, tying 

it closely with the problem of property rights and the public domain. Rothbard and 

Hoppe (2003) in particular have contributed the most to the construction of a vast 



theoretical edifice of property rights, consistent with the free market concept. As 

such, the ideas of these authors will form the basis for this paper.   

 The view claims that there is a great mismatch between incentives in matters 

of private property and public property, and that a person is always expected to take 

greater care of his own property, rather than that which is available for use to all 

(Hardin, 1968). The government officials are never secure in their ownership of 

public resources, because they are at risk of losing in an election. Thus, there is a 

great incentive for any civil servant to drain the property as quickly as possible, 

without any long-term considerations (Rothbard, 2002). What follows from this is 

an irrational utilization of the resource, because there is no reason for its “owner” to 

conserve it, nor care about the potential ecological damage resulting from reckless 

usage. This view is supported by the annual reports of the Pure Earth NGO, which 

constantly include countries of socialist or former socialist regimes and countries 

with the weakest property rights systems into their top rankings of the world’s worst 

pollutants. Usually, on the top of the list are countries like Russia, Ukraine, North 

Korea, China, India and etc.  

 

 1. The solution 

 The solution to the problem supposes a system of total privatization, for air, 

land and water alike, and much research has been performed to show how exactly 

this type of ownership could come about. Most ecological problems, according to 

the Austrians can easily be solved by an all around increase in the amount of property 

owned, along with introductions of new property types, of water, for instance. This 

requires ownership becoming complete and absolute, rather than a permit from the 

government to hold property as long as its legal regulations are being adhered to and 

taxes are being paid. Currently, the situation is that a man is not in a position of full 

control of property, he rather acts as a renter, with government providing him the 

resource for lease, owning all resources in its domain by default (Tannehill, 2011). 



 The system of Austrian property rights states that a man has a right to fully 

own and control his life, free from invasive interference, which hampers his basic 

needs. He acts, employing his labor, time and creative energy to acquire and enhance 

property. On the free market, property may be obtained through claiming a 

previously unowned resource, through a gift or a contractual exchange. In the case 

of the latter, the possession of a document like a signed contract or a receipt is 

enough to establish ownership of a good or a service. In the case of the original 

appropriation, though, a man must act to secure his right to property, leave an imprint 

of his unique persona upon it. The alteration of the unowned landscape through 

tilling the soil, building something on it and establishing bounds around the area of 

land are all acts, which provide a clear evidence of ownership. The problem of 

conflicting claims to various land areas is of course not dismissed, but such disputes 

could promptly be tackled by arbitration agencies on the free market, which will be 

motivated to solve the problem as justly as possible, guided by the profit and loss 

motive. Moreover, the homesteaders would be well advised to consult and contract 

companies registering deeds, to further avoid any issues and establish a secure claim 

to a plot of land (Hoppe, 1989). Overall, the system of rationally claimed total 

property would allow one to derive full enjoyment from his possessions, while the 

current system, where the government has the power to tax, regulate and confiscate 

property denies the individual such a right.  

 

 2. Air pollution and noise 

First questions that may arise when talking about the system of property rights 

regard the problems of pollution (Dales, 2002). Rothbard (1982) provided the 

answer to the main point of argument for some environmentalists. His view of 

property includes air above the piece of land. Thus, fumes interfere with the property 

of others and constitute an invasive act in itself. Contrary to the common view, 

Rothbard maintains that the problem of pollution is not a defect of capitalism, but 

rather the failure of government to protect property rights (Rothbard, 2002). During 



the times of Industrial Revolution, the State deemed production through factories a 

greater “common good” than people’s health and farmer’s produce, which was 

continuously affected by the industrial smoke. Industrial Revolution brought a 

greater standard of living, but at the cost of superseding the property rights and well-

being of those affected by pollution. Otherwise, the factories could have been 

allocated to different areas, without arousing conflict and injuring other individuals 

(Poole, 1970). In a system of total property rights, the polluter would be facing a 

lawsuit and be motivated to contain and minimize his emissions through various 

technological means (Pack, 2006).  

 Noise also constitutes a form of pollution through an invasion of property via 

soundwaves that are emitted from one’s property and transmitted onto the property 

of others. In this case the concept of homesteading gets more complex and extends 

not to simple ownership of land, but also to ownership of a certain range of sound 

that might be emitted from one’s property (Rothbard, 1997). For instance, if a 

racing track was established with a great deal of land around it being unowned, then 

the noise that is emitted around the track can be said to have been safely 

homesteaded. Anyone who tries to settle near the track and then sue its owners for 

excessive noise creation, will have no basis to the claim, since he voluntarily opts to 

live within the sound range of the track. However, if the situation is in the reverse 

and the racing track is constructed near someone’s property without explicit 

permission, or the racing track starts to increase its noise levels to the point where 

they invade someone’s property, then the court process would be perfectly justified. 

Moreover, the need to control noise pollution would result in greater attention to the 

installation of muffling equipment. Currently though, with the total control over the 

public domain and a monopoly on determining the notion of “common good”, the 

State injures some at the expense of another. An airport can be built right next to a 

populated area, producing immense amounts of noise and plaguing the residents, but 

deemed a public good and the litigation will be of little avail (McMillen, 2004).  

 



3. Water 

Generally, bodies of water are also owned by the government and full system 

of private property in water has never been allowed. The same problems of the State 

not being secure in its control of a resource apply to water just as much as they apply 

to land. Even though measures such as territorial user rights in fisheries and total 

allowable catch have been introduced in many countries, they are far less than 

satisfactory, providing only a quasi market over select water parts. Additionally, no 

incentive exists for the government to maintain the purity of water, from rivers to 

oceans, since the officials are unable to reap their full capital value. The recent 

scandal of the Michigan government connecting its water supply to the lead-tainted 

Flint river is a prime example of such negligence (Steinreich, 2016). And in Russia, 

up to this day the officials are struggling with the remnants of the Soviet legacy, of 

Sarin and VX gas contained in the waters of Dzerzhinsk and many other cities where 

Cold War era factories were operating. On the other hand, if private firms were in 

full control of rivers and lakes, then a person dumping chemicals or garbage into a 

lake would be facing a costly fee for the act and forced to stop any further acts of 

such behavior. The privatization of water supply in countries like France, Spain and 

Chile (De Gouvello, Scott, 2012) is a great stepping stone in the direction of 

property rights in water, but it is still incomplete without the ability of privately 

operating companies and individuals to homestead unowned bodies of water. 

Certainly the concept of water privatization might present some difficult 

questions in regards to the active flows of water and fish migration. The former 

problem is irrelevant to the analysis, since land also moves through mudslides, dust 

storms, tectonic activity and so forth. Yet the “land movement” never constituted an 

issue in land property, so such matters should not translate over bodies of water 

either. The latter problem can theoretically be solved by using electric fences for fish 

farms, which will limit the possibility of fish migration, and the usage of tracking 

devices. The existence of such terms as latitude and longitude, along with the 



modern systems of GPS technology should provide clear property lines in the oceans 

and seas (Block, Nelson, 2015). 

 

4. Sustainable growth and conservation 

The concept of sustainable development is quite widespread in the modern 

times. What it represents is a notion that the current economic system is 

unsustainable and destructive in the way it progresses. It stresses that people must 

be more prudent and cautious in the use of the natural resources of the planet 

(Bruntland, 1987). At first glance, this notion is seemingly harmless, but if 

examined closely, it represents a direct attack upon economic theory, claiming that 

prices are unable to direct the forces of supply and demand in a sustainable way. It 

concludes that the availability of important natural resources is shrinking and the 

eventual resource shortages, unforeseen by the entrepreneurs will crumble the 

capitalist economies, and their current use produces negative externalities like 

adverse climate change. All of this implies the notion of market failure, and this calls 

for correction through coercive government intervention (Watts, 2009).   

Still, the foundation of Austrian economic theory is that markets are a 

harmonious latticework, which can and does self-correct through the mechanism of 

prices. Patterns of consumption and production change, and prices reflect those 

changes and signal towards necessary adjustments in the economy. Prices 

seamlessly convey information about the value of a good, which then helps to 

rationally allocate resources into most remunerative lines of production, which best 

serve the needs of the consumer (Rothbard, 2006).  

Prices change all the time and exhibit certain trends. When a resource becomes 

scarcer, the entrepreneur will attempt to economize and find a substitute for it and 

reap according profits, if he is correct in his assessment. And vice versa, if the prices 

drop down, as in the abundance of a resource exceeds its usefulness, the businessmen 

will realize that the market is sufficiently saturated and turn their attention to 



different projects. In any case, the entrepreneurial action tends to bring the economy 

closer to equilibrium and correctly employ the given economic resources.  

In other words, prices, along with the criterion of profit and loss, bring a 

particular brand of sustainability to the economy. This explanation flows from the 

general principle of rational economic calculation. The owner of an oil well or a gold 

mine, has to sell the resource he extracts from it at the rate which maximizes its 

present value. A decline in the supply of a good raises the price, which encourages 

a more conservative extraction of the commodity and a subsequent search for greater 

deposits of the resource, or an alternative source altogether. 

Therefore, the free market economy, through the forces of supply and demand, 

automatically and harmoniously decides the amount of resources to be conserved 

and there is no need to artificially restrict their extraction. However, if government 

interferes with the market through regulation it will make the owner of a resource 

malinvest due to distorted prices which misrepresent the value of a resource. Only 

the free exchange of property titles can reflect a good’s real value, and the State 

frequently hampers this process. Threats of nationalization, on the other hand, 

establish property rights as insecure and thus the owner will pump and sell the oil as 

fast as he can to make profits while he can. If, on the other hand, he feels that his 

property rights are very secure, he is in no rush to extract the oil and can decide what 

level of production is the most beneficial to him compared to the money he could 

make off other investments. Meddling with property rights causes faster resource 

exploitation and misuse (Murphy, 2007).  

The argument in favor of conservation is that whenever a natural resource is 

used, the future generations are deprived of its usage is also far-fetched. This process 

can infinitely progress into the future, since when the “future” generation becomes 

“present”, it may also be denied of a chance to use the resource. Such notion thus 

becomes completely absurd and lacks an ethical foundation, since a man is denied 

the usage of a natural resource in favor of the future, and by what justification can 

be the future people be of more relevance than people in the present? Moreover, if 



the resources are being conserved this way, the future generations will become much 

poorer, because less goods will be produced now that could have been otherwise 

produced, had the resource been employed (Gordon, 2003).  

The system of private property also ensures that flora and fauna will thrive 

and not go extinct, because the owners of animals and plants will have every 

incentive to take care of their property, otherwise they would not get any income 

from it. The reasons for excess deforestation lies in the fact that a great share of 

forests is not owned privately. If it were otherwise, their owners would have a great 

incentive to re-grow trees after they were cut down. Overall, the market for lumber 

would dictate which land can be simply de-forested, and which can be cultivated and 

tended to. Private property in animals also encourages care and preservation of 

different animal breeds. The buffalo in the United States teetered on the brink of 

extinction because people could freely hunt them in the public domain. Cows and 

other cattle, on the other hand, never went extinct, because their owners viewed the 

animals as a precious asset that has to be bred and sold, instead of being killed off 

once (Wiegold, 2014).   

 

5. Alternative sources of energy 

The primary cause of global warming is often seen in the CO2 greenhouse gas 

emissions, which leads to demands that the emissions must be reduced all over the 

world, however with such a reduction potentially comes a destructive effect. The 

emissions of carbon dioxide and similar gas are all side effects of mass production 

of goods that substantially increase the mankind’s standards of living. Production of 

automobiles, computers, medicine and food all require a certain amount of fossil 

fuels to be burnt. Any restraint upon the amount of emission means a corresponding 

decrease in the quantity of goods supplied via those means. Regulation in general 

leads to rapid increase in costs and diminished supply, and through the limitation of 

carbon emissions, the costs will rise all around, while the standard of living greatly 

falls.  



Additionally, the development of the alternative sources of energy simply 

cannot be forced, because the world is not yet wealthy enough to fund them all. 

There are plenty of energy resources in the world, from sunlight and wind to oil shale 

and tar sands. Despite their availability, the funds to support them are still lacking. 

Even if some may argue that the planet needs to be saved with haste, it still does not 

change the fact that we live in a world of scarcity, of limited consumer goods, capital 

assets and productive assets. And at present, their employment is configured in such 

a way, that they are sustained only through the usage of cheaper fossil fuels. 

However, in turn, their usage allows real wealth to be obtained faster, and upon 

sufficient accumulation, profit-seeking ventures will strive to invest into alternative 

energy sources due to them becoming cost-effective. A shift to costly alternative 

sources of energy at this moment will only withdraw the sources from their most 

needed employment and raise the costs of other goods all around. This problem will 

be especially prevalent in developing countries because environmental restrictions 

will be imposed before the economy is sufficiently rich to properly absorb them, 

which may lead to greater percentage of diseases, starvation and increased mortality 

rate (Bradley, 2004).   

Additionally, the economic forces of competition will further stimulate the 

development of reduction in pollution, in fear of companies losing labor force to 

their competitors who operate in ecologically clean environments. As such, pollution 

problems are at best temporary in the free market system. However, to attain that, 

wealth must be allowed to accumulate freely for the creation of better technology 

and capital goods, not confiscated through taxes and inflation by the State, which 

impedes all economic progress. The government is extremely remote from the 

market and by definition can only arbitrarily invest (and at much greater cost), since 

its revenues are obtained through coercion. Without the profit and loss mechanisms, 

it cannot determine whether its projects were truly required or not, and the same 

logic applies towards its ecological operations. Companies like Solyndra in the 

United States are a prime example of such malinvestments. The crippling taxation 



in countries like Russia further limit investment into the development of clean 

energy and stall economic progress even further (Konoczuk, 2012).  

 

Conclusion 

 Overall, the Austrian system of total property rights ensures that the 

production is organized in a most efficient manner, compatible with ecological and 

clean development. Pollution constitutes an invasion of property rights, and the 

incentive to avoid lawsuits would impel the owners of production to settle their 

facilities in such fashion that no property is infringed upon, with secluded and 

unused waterways and airspace to contain the pollution. The entrepreneurs would be 

impelled to install equipment to reduce pollution and search for clean means of 

production as the source of competitive advantage. Total property also implies a 

freely operating price system, which would rationally allocate the resource 

extraction and guide the businessmen in the resource’s renewal. The Austrian system 

of total property not completely eliminate the problems of life and provide a utopia, 

where everyone is happy, but it will provide a responsive and efficient mechanism 

ensuring the ecological safety of the planet.  

 

References 

1. Block, Walter E., and Peter L. Nelson. (2015), Water Capitalism: The Case 

for Privatizing Oceans, Rivers, Lakes, and Aquifers. Lexington Books. 

2. Bradley, Robert L., and Richard W. Fulmer. (2004), Energy: The master 

resource. Kendall/Hunt, Dubuque. 

3. Dales, John Harkness. (2002), Pollution, property & prices: an essay in policy-

making and economics. Edward Elgar Publishing. 

4. De Gouvello, Bernard, and Christopher A. Scott. (2012), Has water 

privatization peaked? The future of public water governance. Water 

international No. 37.2, p. 87-90. 



5. Gordon, David. (2003), Do Future Generations Have Rights? The Mises 

Review  9, No. 3. 

6. Hans-Hermann, Hoppe. (1989), A Theory of Socialism and Capitalism. 

Kluwer Academic Publishing. 

7. Hardin, Garrett. (1969), The tragedy of the commons. Ekistics: 168-170. 

8. McMillen, Daniel P. (2004), Airport expansions and property values: the case 

of Chicago O'Hare Airport. Journal of urban economics 55.3, p. 627-640. 

9. Murphy, Robert P. (2007), The politically incorrect guide to capitalism. 

Regnery Publishing. 

10. Rothbard, Murray. (1982), Law, Property Rights, and Air Pollution. Cato 

Journal, Volume 2, No. 1, pp. 55–99. 

11. Pack, Andrew. (2006), Environmental Preservation: A Matter of Property, 

Mises Institute Publication,  

12. Poole Jr, Robert. (1972), Reason and Ecology. Outside, Looking In, Harper 

& Row, New York. 

13. Reisman, George. (2001), Environmentalism Refuted. Mises Institute 

Publication, April 20, 2001.  

14. Rothbard, M. N. (2002), For a New Liberty: The Libertarian Manifesto. 

Ludwig von Mises Institute. 

15. Rothbard, Murray N. (2006), Man, Economy, and State with Power and 

Market. Auburn, Ala.:Ludwig von Mises Institute. 

16. Rothbard, Murray N., and Hans-Hermann Hoppe. (2003), The Ethics of 

Liberty. NYU Press. 

17. Rothbard, Murray Newton. (1997), The Logic of Action: Applications and 

criticism from the Austrian School. Vol. 2. Edward Elgar Publishing. 

18. Tannehill, L. (1984), Market for liberty. Laissez Faire Books. 

19. von Mises, L. (2014), "Human Action. A Treatise on Economics (The 

Scholar’s Edition). Auburn, Alabama: The Ludwig von Mises Institute." 



20. Watts, T.A. (2009), Sustainability: An Assault on Economics. Mises Institute 

Publication. 

21. Welford, Richard. (2013), Hijacking environmentalism: Corporate responses 

to sustainable development. Routledge. 

22. Welford, Richard. (2013), Hijacking environmentalism: Corporate responses 

to sustainable development. Routledge. 

23. Wiegold, B.M. (2014), Endangered Species, Private Property, and the 

American Bison. Mises Institute Publication.  


