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This course reviews the problems of natural-resource and environmental policies in developing countries, and assesses potential reform strategies to address these problems.  It presumes, based on a surprisingly large amount of evidence, that the problems, their causes, and their potential solutions are quite common across types of resources and even across world regions.  It employs the policy sciences framework to explore the political and economic challenges of minimizing the abuse of resource endowments due to mis-pricing, corruption, intra-governmental conflicts, and perverse governance arrangements.  It examines why governments seem to abuse natural resources willfully, what forms of privatization hold promise for better resource use, what fiscal and governance arrangements are optimal for the relationships between government and state resource agencies, and whether resource abundance is actually a “curse” rather than an advantage for a country’s economic and political development.  The cases are drawn predominantly from Africa, Asia and Latin America.

The major premises of the course are:

1. Many developing countries have experienced, and continue to experience, serious abuses in their uses of natural resources.

2. While some of these abuses result from difficult conditions, many can be traced to faulty natural-resource policies.

3. These faulty policies distort prices, encourage over- or under-exploitation, reduce time horizons, and discourage cooperation in resource conservation and environmental protection.

4. These faulty policies result from a combination of programmatic motives and political conflicts.

5. Institutional weaknesses often underlie the vulnerability of natural resources to these motives and conflicts.

6. Reform strategies can address both these institutional weaknesses and reduce the attractiveness of abusing natural resources.

If the course is successful, you should complete it with a greater understanding of:

· the optimal time path of resource extraction

· the role of pricing in establishing the rates of resource development and extraction

· resource valuation theory

· the origins and impacts of corruption on natural-resource exploitation

· the fundamental unity of natural resources and environmental services

· the concept and dynamics of externalities and how to address them

· how to assess whether a natural resource policy is appropriate from a neoclassical perspective

· the connections among resource development, resource extraction, and the conversion of resource rent into investments in the economy and society

· how policymakers balance multiple objectives in selecting natural resource policies

· the role of “human ecology” and community behavior in natural-resource exploitation.

· the role of property rights in resource management

· bureaucratic politics and how it influences resource management

· the economics of enclave production and the concept of value added.

Course assignments include 2 short papers, 4 article critiques, and a 20-page report on a case of your choosing.  Quizzes will be given if there are indications that readings are not being done.  The grading weights are:

Major report 





40%

Article critiques, short papers and quizzes: 

40%

Class participation (including presentations):

20%

The major paper will entail your analysis of a natural-resource problem in a developing country of your choosing, and a set of recommendations on how to address the problem, based on the experiences of at least one other country where progress was made on a parallel problem.

As with all Claremont McKenna courses, academic integrity will be strictly enforced.  All students are responsible for understanding the rules of academic integrity, as stated in the CMC Statement on Academic Integrity.  All written assignments should be submitted in both hard-copy form and via e-mail attachments, so that if necessary I can submit them to Turnitin.com to ensure that they are not plagiarized from the Web.

Schedule of Session Topics, Readings and Assignments

January 18
Defining Natural Resources




Resources as Physical Inputs




Environmental Services




Quantity vs. Quality




Renewable vs. Nonrenewable vs. Practically Nonrenewable

January 20
Goals: Aggregate Growth

Modeling the Resource-Economy Linkages 




The Conversion Process


Pearce & Turner 1990, Chs. 1-3

Ascher 1999, Chs. 1-2

January 25
Do Natural Resource Assets Undermine Growth—And Democracy?




“Resource Curse”




Measuring Resource Wealth, Abundance, Dependence


Sachs & Warner 2001

Dixon, Hamilton & Kunte 1997

February 1
Goals: Poverty Alleviation

Channeling Resource Wealth to the Poor

Pro-Poor Pricing Policies

Which Poor?

Maddock and Castaño 1991


Pinstrup-Andersen 2002
Group 1: Please write a 3-page (double-spaced) memorandum on how resource policies differentially affect the rural and urban poor.

February 3
Goals: Environmental Protection




Valuation




Environment-Growth Connections

Sinks & System Tolerance


Pearce & Turner 1990, Chs. 9-10.


Abrams, Fret, Rue & Wingard 1996

Group 2: Please write a 3-page (double-spaced) memorandum on why the growth vs. environmental protection tradeoff is misleading in many cases.

February 8
Neoclassical Policy Failures Identified I

Market Failures & Policy Failures




Ordinary Pricing Failures

Dick 1980

Gillis 1992


Indonesian Environmental Forum (WALHI) 1991 

Group 3: Please write a 3-page critique of the WALHI report as a political/policy document

February 10
Neoclassical Policy Failures Identified II: Externality Pricing Failures

Myers 1998

Lutz & Daly 1990


Pearce & Turner 1990, Ch. 4

Group 1: Please write a 3-page (double-spaced) memorandum on how to structure the incentives for positive environmental externalities.

February 12
Neoclassical Policy Failures Identified III
 


Inefficient Reinvestment

Energy Subsidies 

Kosmo 1987

Auty 1990

Group 2: Please write a 3-page (double-spaced) critique of Auty’s chapter, focusing on the premise that “RBI” (Resource-Based Industrialization) ought to be the goals of development for oil-rich nations. 

February 15
 Neoclassical Policy Failures Identified IV  





State Practices




Accountability and Priorities


Aharoni & Ascher 1998 

Group 3: Please write a 3-page (double-spaced) memorandum explaining why state resource exploitation may be more difficult to regulate than private-sector exploitation.

February 17
Communities of Extractors I: 
Common Pool Resource Theory


Utting 1993 Parts I & II
Group 1:  Please write a 3-page (double-spaced) assessment of the long-term prospects for Central American Indians to gain more secure property rights. 
February 22
Communities of Extractors II: Community Behavior without Central Resource Control



Dove 1993

Group 2:  Please write a 3-page (double-spaced) assessment of how population growth would affect swidden (shifting or “slash and burn”) agriculture.
February 24
Conservation Efforts & their Pitfalls: Parks & Paper Parks


Brandon 1995


van Schaik, Terborgh & Dugelby1992

Group 3:  Please write a 3-page (double-spaced) critique of the van Schaik, Terborgh and Dugelby article, focusing on the feasibility of the recommendations.

March 1
Policies for “Rapid and Equitable” Growth


Birdsall, Pinkney & Sabot 2001

Group 1:  Please write a 3-page (double-spaced) memorandum on the possible connection between natural-resource exploitation and “human capital development.” 
March 3 & 8
Student Presentations

March 10
Environmental Conflicts I




Environmental Rights vs. User Rights




Takings


Pearce & Turner 1990, Chs. 14-15
Sagoff 1990

Group 2:  Please write a 3-page (double-spaced) critique of Sagoff’s analysis, focusing on its applicability to developing countries.

March 22
Environmental Conflicts II




Coase Theorem


Utting 1993, Part III
Group 3:  Please write a 3-page (double-spaced) memorandum on how the expansion of environmental rights should be financed.  I.e., who should pay; through what channels?

March 24
Political Origins of Resource Policy Failures: Motives I




Simple Populism




Rent-Seeking

Pearce & Turner 1990, Ch. 8

Tollison 1982

Group 1:  Please write a 3-page (double-spaced) memo explaining how the “natural resource rent” and the “rent” of “rent-seeking” are related.

March 29
Political Origins of Resource Policy Failures: Motives II




Programmatic




Jurisdictional


Ascher 1999, Chs. 3-5
Group 2:  Please write a 3-page (double-spaced) memorandum on the distinction (if you believe there is one) between policy lobbying and rent-seeking.

March 31

No class

April 5

Policy Failures: Institutional Weaknesses I




Institutional Externalities



Time Horizons


Auty 2001

Group 3:  Please write a 3-page (double-spaced) critique of Auty’s article, paying special attention to the assumptions about the directions of causation.

April 7

Policy Failures: Institutional Weaknesses II: 
Grassroots Corruption

Robbins 2000

Group 1:  Please write a 3-page (double-spaced) critique of Robbins’ article, focusing on whether “corruption” is truly rotten in the cases he discusses.

April 12
Resource Curse I




Dutch Disease

Investment Failures

“Downstream” Diversification


Corden and Neary 1982


Radetski 1985

Group 2:  Please write a 3-page (double-spaced) memorandum on the “balance sheet” of pros and cons of having state enterprises exploiting natural resources, from the central government’s perspective. 

April 14
Resource Curse II: Evaluating the Claims

Davis 1999


Stevens 2003

Group 3:  Please write a 3-page (double-spaced) critique of the Sachs and Warner 2001 article that you read earlier in the semester.
April 19
Transformative Resource Policy I: Politics of Grandiose Projects


Ascher & Healy 1990, Ch. 4

April 21
Transformative Resource Policy II: Brazilian Amazon

Browder 1988

Mahar 1989

Group 3:   Please write a 3-page (double-spaced) memorandum on whether the government-sponsored opportunities for Amazonian settlement can be justified on the grounds of the long-term potentials of opening up new frontiers.

April 26 
Reform Strategies I: Institutional & Fiscal Reforms


Ascher 1999, Ch. 7

 April 28

Reform Strategies II: Pricing & Subsidy Reforms





Mexico: gasoline & water


Ascher 1999, Ch. 6
May 3

Last Class – Wrap Up
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