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AT . Answer the following three questions in relation to globalization and the environment.
Write your answers in English.

1. According to the textbook section, what is the environmental Kuznets curve?

2. According to the authors, what does the environmental Kuznets curve have to do with
International trade?

3. Summarize the authors’ argument in this section in one paragragh.

C OMER, EHEHEOBFR L, RELTVWEEA
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g I1. KO WL Partha Dasgupta, ECONOMICS A Very Short Introduction, Oxford
University Press, 2007 ®—#iTY, ®@XEZAGERLA IV, 2B, XHO Becky 13 5EHEHE,
Desta (2 EEIZEIT 5,

Leonomic historians such as Robert Fogel, David Landes, and
Douglass North have argued that the rich world is rich today
becanse, over the centuries, it has devised institutions that have
enabled people to improve their material conditions of life. This
is a deeper explanation. It says that people in rich countries work
with superior technologies, are healthier, live longer, are better
educated, and produce many more productive ideas, because they
have been able to get on with their lives in societies whose
institutions permit - even encourage - the economy-wide
accumulation of such factors of production as machines,
transport facilities, health, skills, ideas, and the fruits of those
ideas. The accumulation of productive capital assets is only a
proximate cause of prosperity, the real cause is progressive
institutions.

One can peel away the conceptual onion some more, and ask how
and why past people in today’s rich countries were able to fashion
their institations in ways that enabled those proximate causes of
prosperity to explode there. One can even ask whether institutions
did it, or whether it was the enlightened policies of the rulers that
were responsible for the explosion. But then, policies aren’t plucked
{rom air, they emerge from consultations and deliberations within
institutions. Nor is it likely that a policy designed to bring
prosperity to a country will actually work unless the institutions
there are capable of implementing it.

These dilemmas are of enormous importance for today’s poor
countries. What institutions should they adopt and what policies
should their governments be encouraged to follow? There is little
point in embarking on grandiose projects (steel mills,
petrochemical plants, land reform, public health programmes, free
education) unless a country’s institutions have the necessary checks
and balances to limit corruption and wastage. This brings us back to
our earlier question: how did those institutions that promoted
economic growth in today’s rich countries become established and
flourish? Despite the attention the question has received from the
world’s most outstanding economic historians, the matter remains
unsettled. Tn the next chapter I shall show why it is inherently so
difficult to find a satisfactory answer (which, I guess, is itself a mark
of increased understanding). In view of the difficulties, it is safest to
regard institutions as the explanatory factor when we seek to
understand why Becky’s and Desta’s worlds differ so much in terms
of the standard of living.
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The Oxford English Dictionary defines institution as ‘an
established law, custom, usage, practice, organization, or other
element in the political or social life of a people’. We shall follow
that lead, but recast it 50 as to stress the role of institutions in
economic life. By institutions I shall mean, very loosely, the
arrangements that govern collective undertakings. Those
arrangements include not only legal entities, like the firm where
Becky’s father works, but also the éddir to which Desta’s father
belongs. They include the markets in which Becky’s family purchase
goods and services, and the rural nelworks Desta’s household
belongs to. They include the nuclear household in Becky's world
and the extended kinship system of claims and obligations in
Desta’s world. And they include that overarching entity called
government in both their worlds.

Institutions are defined in part by the rules and authority structurc
thal govern collective undertakings, but in part also by the
relationships they have with outsiders. The rules on the factory floor
(who is expected to do which task, who has authority over whom,
and so on) matter not only to members of the firm, they matter to
others too. Tor example, rich countries have laws relating to
working conditions in factories. Moreover, environmental
regulations constrain what firms are able to do with their effluaents.
In every society there are layers of rules of varied coverage. Some
rules come under other rules, many have legal force, while others
are at best tacit understandings.

D" jddir £V, Desta DRXEDOEEICB T2 HKIEICNT2HMTOIERKRTH S,

© Partha Dasgupta 2007
Dasgupta, P. (2007). Economics: A Very Short Introduction. Oxford: Oxford University Press, pp.25-27.
Reproduced with permission of the Licensor through PLSclear.
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fleE T . Answer the following three questions in relation to the influence of institutions and
human behavior. Write your answers in English.

1. According to the authors, what are the two misconceptions that many economists with
anti-paternalistic view have?

2. According to the article, what is the libertarian paternalism?

3. Summarize the authors’ argument in one paragraph.

Many economists are libertarians and consider the term "paternalistic" to be derogatory. Most
would think that the phrase libertarian paternalism is an oxymoron. The modest goal of this essay
is to encourage economists to rethink their views on paternalism. We believe that the
anti-paternalistic fervor expressed by many economists is based on a combination of a false
assumption and at least two misconceptions. The false assumption is that people always (usually?)
make choices that are in their best interest. ...

The first misconception is that there are viable alternatives to paternalism. In many situations,
some organization or agent must make a choice that will affect the choices of some other people. The
point applies to both private and public actors. Consider the problem facing the director of a
company cafeteria who discovers that the order in which food is arranged influences the choices
people make. To simplify, consider three alternative strategies: (1) she could make choices that she
thinks would make the customers best off; (2) she could make choices at random; or (3) she could
maliciously choose those items that she thinks would make the customers as obese as possible.
Option appears to be paternalistic, which it is, but would anyone advocate options 2 or 37

The second misconception is that paternalism always involves coercion. As the cafeteria example
illustrates, the choice of which order to present food items does not coerce anyone to do anything,
yet one might prefer some orders to others on paternalistic grounds. Would many object to putting
the fruit before the desserts at an elementary school cafeteria if the outcome were to increase the
consumption ratio of apples to Twinkies? Is this question fundamentally different if the customers
are adults? If no coercion is involved, we think that some types of paternalism should be acceptable
to even the most ardent libertarian. We call such actions libertarian paternalism.

In our understanding, a policy counts as "paternalistic" if it is selected with the goal of influencing
the choices of affected parties in a way that will make those parties better off. We intend "better off'
to be measured as objectively as possible, and we clearly do not always equate revealed preference
with welfare. That is, we emphasize the possibility that in some cases individuals make inferior
choices, choices that they would change if they had complete information, unlimited cognitive
abilities, and no lack of willpower. Once it is understood that some organizational decisions are
inevitable, that a form of paternalism cannot be avoided, and that the alternatives to paternalism
(such as choosing options to make people sick, obese, or generally worse off) are unattractive, we
can abandon the less interesting question of whether to be paternalistic or not and turn to the more
constructive question of how to choose among paternalistic options. ...

One illustration ... comes from studies of automatic enrollment in 401(k) employee savings plans.
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Most 401(k) plans use an opt-in design. When employees first become eligible to participate in the
401(k) plan, they receive some plan information and an enrollment form that must be completed in
order to join. Under the alternative of automatic enrollment, employees receive the same
information but are told that unless they opt out, they will be enrolled in the plan (with some
default options for savings rates and asset allocation). In companies that offer a "match" (the
employer matches the employee's contributions according to some formula, often a 50-percent
match up to some cap), most employees eventually do join the plan, but enrollments occur much
sooner under automatic enrollment. For example, Brigitte Madrian and Dennis Shea (2001) found
that initial enrollments jumped from 49 percent to 86 percent, and Choi et al. (2002) find similar
results for other companies. ...

How should sensible planners (a category we mean to include anyone who must design plans for
others, from human-resource directors to bureaucrats to kings) choose among possible systems,
given that some choice is necessary? ... (I)he libertarian paternalist would seek indirect proxies for
welfare: methods that test whether one or another approach is welfare-promoting without relying
on unreliable guesswork about that question. We suggest three possible methods.

First, the libertarian paternalist might select the approach that the majority would choose if
explicit choices were required and revealed. Useful though it is, this market-mimicking approach
raises its own problems. Perhaps the majority's choices would be insufficiently in formed. Perhaps
those choices, in fact, would not promote the majority's welfare. At least as a presumption, however,
it makes sense to follow those choices, if the planner knows what they would be. A deeper problem is
that the majority's choices might themselves be a function of the starting point or the default rule.
If so, the problem of circularity dooms the market mimicking approach. But in some cases, at least,
the majority is likely to go one way or the other regardless of the starting point; and to that extent,
the market-mimicking strategy seems quite workable.

Second, the libertarian paternalist might select the approach that would force people to make their
choices explicit. This approach might be chosen if the market-mimicking strategy fails, either
because of the circularity problem or because the planner does not know which approach would in
fact be chosen by the majority. We have seen the possibility of forced choices in the context of
retirement plans; it would be easy to find other examples. Here too, however, there is a risk that the
choices that are actually elicited will be inadequately informed or will not promote welfare. In the
case of retirement plans, for example, forced choices have been found to produce higher
participation rates than requiring opt-ins, but lower rates than requiring opt-outs. If it is likely that
automatic enrollment is welfare-promoting, perhaps automatic enrollment should be preferred over
forced choices. The only suggestion is that, where the social planner is unsure how to handle the
welfare question, he might devise a strategy that requires people to choose.

Third, the libertarian paternalist might select the approach that minimizes the number of outs. For
example, very few emplovees opt out of the 401(k) plan when they are automatically enrolled,
though many opt in under the standard enrollment procedure. This is an ex post inquiry into
people's preferences, in contrast to the ex-ante approach favored by the market-mimicking strategy.
With those numbers, there is reason to think that automatic enrollment is better, if only because
more people are sufficiently satisfied to leave it in place

Our goal here has been to defend libertarian paternalism, an approach that preserves freedom of
choice but that authorizes both private and public institutions to steer people in directions that will
promote their welfare. Some kind of paternalism is likely whenever such institutions set out
arrangements that will prevail un less people affirmatively choose otherwise. In these
circumstances, the goal should be to avoid random, arbitrary, or harmful effects and to produce a
situation that is likely to promote people's welfare, suitably defined.

(Hisi]
Thaler, R. and Sunstein, C. (2003). Libertarian Paternalism. American Economic Review, 93(2), pp.175-179.
Copyright American Economic Association; reproduced with permission of the American Economic Review
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ful i 11 . RDFE VL, Satoshi Inomata, Analytical frameworks for global value chains: An
overview, in GLOBAL VALUE CHAIN DEVELOPMENT REPORT 2017, World Bank,
2017, pp. 19-20 ®—#FTY . BHENSFR LIRS N,

Value chains and global value chains

The term “value chains” was conceived in business management studies. Porter (1985) tailored the
concept as a basic framework for developing a corporate strategy to promote firm competitiveness
by directing attention to the entire system of activities involved in producing and consuming a
product. A corporate entity is first decomposed into a set of business activities with individual
functions that constitute analytical units for diagnosing the firm’s competitive advantage. When a
firm has a relatively atomized organizational structure, the task of each unit (business
activity)—such as product design, materials procurement, marketing, and distribution—tends to be
defined in a way to pursue the individual objective of that particular unit, which may or may not
conflict with the objective of other units. However, in the value chain perspective all activities
should be collectively organized to ensure the optimal functioning of the corporate entity as a whole.
To this end, the nature of linkages between activities (value chains) is carefully examined—just as if
drawing an anatomical chart of a firm—to internalize potential externalities through
cross-functional coordination, which is an important source of the firm’s competitive advantage.

In contrast, GVC studies originated in sociology. Unlike Porter’s value chain concept, which is
concerned primarily with how firm strategies can be renovated by shifting the focus to the con-
figuration of business activities, GVC studies consider the generation and transfer of value within
the system as a consequence of firm efforts to optimize production networks and, conversely, the
mechanism of how the value distribution structure affects the firm’s choice of the organizational
form of international production networks. GVC analysis is not a global extension of Porter’s value
chain approach because the scope and motivation differ, as described below.

Typology of global value chains

The main objective of GVC studies is to explore the interplay between value distribution
mechanisms and organization of the cross-border production—consumption nexus. The concept was
first collectively framed in the discussions of the Global Value Chains Initiative (2000-05),
sponsored by the Rockefeller Foundation, and further crystallized by Gereffi, Humphrey, and
Sturgeon (2005), whose analytical focus rests on the governance structure of organizing
international production networks. Who are the players in the game? What kinds of rules exist? Is
it a competitive or a cooperative play? What generates the winning opportunities? In answering
these questions, GVC studies pay attention to the forms of transactions, codified or otherwise,
between stakeholders. This is because the way transactions are made reflects the structure of
power relations between the parties, which ultimately determines the scope and magnitude of value
distributions within the game.

The vertical integration type of GVC is based on the hierarchical structure that assumes an
absolute and unidirectional control of the parent company over its subsidiaries. The activities and
performance of subsidiaries are strictly monitored and assessed in line with their headquarter
management strategies. In contrast, outsourcing options tend to generate leveled relationships
between clients (buyers) and subcontractors (service suppliers), and the power exercise is more or
less mutual, unlike the vertical integration type.

Within this dichotomy, Gereffi, Humphrey, and Sturgeon (2005) set out a GVC typology in a higher
resolution spectrum in accord with power relations between the contracting parties. Figure 1.4
illustrates five variants of GVC governance. The rectangles represent the firm’s boundary, and their
size indicates the strength of bargaining power in relation to the other party. The arrows show the
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direction and extent of business intervention in the partners’ activities, which can be supportive,
such as to draw “win-win” scenarios in the long-term perspective, or predatory, by focusing on
uptakes of quick profits in the short run. Toward the right of the diagram, the clients (the
headquarters in the case of the “hierarchy” type) possess greater bargaining powers and so are
considered to exert a strong influence over the distribution of value added.

Gereffi, Humphrey, and Sturgeon (2005) also considered the dynamics of the GVC configuration by
factoring out three parameters: complexity of transactions, ability to codify transactions, and
capabilities in the supply base (known as the “3 C's model’- Complexity, Codifiability, and
Capabilities). For example, the shift in the type of value chains from market to relational is
associated with an increase in the complexity of transactions. The shift from relational to modular
assumes an increase in the ability to codify transactions. And the improving capabilities in the
supply base, other things equal, drive value chains from the captive type toward the market type.
And so on.

By probing the mechanism of GVC configurations, the model helps identify the policy instruments
to facilitate the transformation of value chains from one type to another, especially in the light of
industrial upgrading and the GVC-driven growth of developing countries.

(i)
© 2017 International Bank for Reconstruction and Development/The World Bank
Inomata, S. (2017). Analytical Frameworks for Global Value Chains: An Overview. In:
Global Value Chains Development Report 2017. pp.19-20.
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[l e Answer the following three questions in relation to ARTICLE [A] “The Political
Economy of the Resource Curse: A Literature Survey”,

—

Summarize the authors’ argument in this chapter within 150 words. Answer in English.

2 According to the article, “Since the late 1980s, there has emerged a sizeable scholarly
literature that has suggested that natural resource abundance increases the likelihood
that countries will experience negative economic, political and social outcomes”. Why
this new argument was emerged? Answer either in English or Japanese.

3. State your present value of this argument, “Resource Curse” or “Paradox of Plenty”.

Answer either in English or Japanese.

ARTICLE [A]

“The Political Economy of the Resource Curse: A Literature Survey” IDS Working Paper 268, April
2006.

Prior to the late 1980s, the conventional wisdom concerning the relationship between natural
resource abundance and development was that the former was advantageous for the latter. In the
1950s, for instance, geographer Norton Ginsburg argued that: ‘The possession of a sizable and
diversified natural resource endowment is a major advantage to any country embarking upon a
period of rapid economic growth’ (as cited in Higgins 1968:222). Similar views were also expressed
by mainstream economists during this period (see, for instance, Viner 1952 and Lewis 1955).

In the 1960s, the prominent development theorist Walter Rostow (1961) went further, arguing
that natural resource endowments would enable developing countries to make the transition from

underdevelopment to industrial‘take-off’, just as they had done for countries such as Australia, the

United States, and Britain.

In the 1970s and 1980s, neoliberal economists such as Bela Balassa (1980), Anne Krueger (1980)
and P.J. Drake (1972) put forward similar arguments, with the former, for instance, arguing that
natural resources could facilitate a country’s ‘industrial development by providing domestic
markets and investible funds’ (1980: 2).

A number of radical economists challenged these views prior to the late 1980s, arguing that the
structure of the global economy and the nature of international commodity markets put developing
countries that were reliant on natural resource exports at a serious disadvantage (Singer 1950;
Prebisch1950). But theirs was a minority view — in general natural resources were seen as a
blessing for developing countries.

Since the late 1980s, there has emerged a sizeable scholarly literature that has challenged this
conventional wisdom. Rather than a blessing, this literature has suggested that natural resource
abundance (or at least an abundance of particular types of natural resources) increases the
likelihood that countries will experience negative economic, political and social outcomes including
poor economic performance, low levels of democracy, and civil war. This literature has been
extremely influential: the idea that natural resources are bad for development is now widely
accepted by researchers and officials at the major international financial institutions, the World
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and those that examine the developmental effects of a particular resource — e.g. 01l or minerals.

End of ARTICLE [A]

(Hi]
Rosser, A. (2006). The Political Economy of the Resource Curse : A Literature Survey, Working Paper Series, 268.

Brighton: IDS., pp.7-8.
Reproduced with permission of Institute of Development Studies
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