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Social overbead capital constitutes a vital element of any society in which we live. It is
generally classified into three categories; natural capital, social infrastructure, and
institutional capitai. These categories are neither exhaustive nor exclusive, but they illustrate
the nature of functions performed by social overhead capital and the social perspective
associated with them.

Natural capital consists of natural resources such as forests, rivers, lakes, wetlands, coastal
seas, oceans, water, soil, and above all the earth's atmosphere. They ail share the common
feature of being regenerative, subject to intricate and subtle forces of the ecological and
biological mechanisms. They provide all the living organisms, particularly human being, with
the environment in which it is possible to sustain their lives and to regenerate themselves.
The rapid processes of economic development and population growth in the last several
decades, with the accompanying vast changes in social conditions, have altered the delicate
ecological balance of natural capital to such a significant extent that their effectiveness has
been lost in many parts of the world.

The sustainabie management of natural capital may be made possible when the institutional
arrangements of the commons are introduced, as have been indicated by the historical and
traditional experiences of the comnmons, with a particular reference to agriculutrual cisterns,
the fisheries, and forestry commons.

Social overhead capital are in principle not appropriated to individual members of the



society, but they are held by the society as common property resources, to be managed by
social institutions of various kind, which are fiduciarily entrusted to maintain social overhead
capital and to equitably distribute the services derived from them. A problem of the crucial
importance in the theory of social overhead capital is to find the institutional arrangements
where the management of social overhead capital is optimum from the social point of view.
We have formulated an analytical framework in which economic implications of social
overhead capital, particularly of agriculturla cisterns, are fully examined and the conditions
for the intertemporal allocation of social overhead capital and privately owned scarce
resources to be dynamically optimum from the social point of view have been explored.
The analysis of dynamic optimum developed in Uzawa (1974) has been so altered that
some of the more salient aspects of the disruption of natural capital have been incorporated

and their implications upon the economic welfare of the society have been fully explored.
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