
Econ N171 Economic Development  

Homework Assignment #4 

 

Atanu Dey                                                                               Due in Class on Tue August 2nd 

1. In the paper, “Why Worry About Corruption,” Paulo Mauro writes,  
 

Statistical analysis of the data sources identified in this paper in fact shows that 
government spending on education as a ratio to GDP is negatively and significantly 
correlated with corruption (the more corruption, the less spent on education). Analysis 
also shows that if a country moves up the corruption index from, say, 6 to 8 (it 
improves its respectability by one standard deviation), government spending on 
education increases by around a half a percent of GDP. 
 

Which brings up a question about the direction of causation: is public corruption the 

cause or is it a consequence of low government spending on education? Provide a 
plausible explanation of what you believe to be the case. 
 

2. Rent seeking, according to Paulo Mauro, is “the extra amount paid (over what would be 
paid for the best alternative use) to somebody or for something useful whose supply is 
limited either by nature or through human ingenuity.” Should all rent-seeking be made 
illegal? In other words, can you think of circumstances where rent-seeking does not have 
adverse consequences on economic growth, or indeed may have socially beneficial effects? 
 

3. Widespread persistent corruption, political instability and slow economic growth form a 
vicious circle. What roles do public and private individuals play in the persistence of 
corruption? What are some ways of addressing this problem? [Hint: Answer is in the 
references provided for the topic.] 
 

4. Refer to Hardin’s “The Tragedy of the Commons” paper.  
 

a. What does Hardin mean by a dilemma with no technical solution? What examples 
does he cite?  Can you think of others? 
 

b. Do you agree that there are some problems lack a technical solution?  Give an 
example. 

 
c. What does Hardin mean that you can't maximize two variables simultaneously?  To 

what two variables is he referring in the case of population growth?  Is this true for 
other environmental concerns? 

 
d. Hardin argues that the earth's resources are finite.  Do you agree?  Explain. 

 
e. If resources are finite, and you as an individual or a member of a society use(s) a 

disproportionate amount of resources compared to someone else, would you be 
willing to give up some of your resources to support a larger population on the 
whole even if your standard of living might decline? Why or why not? 
 

5. This is with reference to Paul Krugman’s article on climate change. 
a. What are two ways of dealing with negative externalities?  

 
b. In the context of global warming and climate change, what are the pros and cons of 

the two ways of addressing externalities? 


