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Untreated Monsoon wa in India: Does Anybody Care?

It’s hardly news that environmental quality in the Global South is often disastrous. Even
middle income countries such as China and India face enormous pollution problems and
destruction of ecosystems. But why? Do people in the Global South not care? Or is
something else going on?

A new paper in the Journal of Economic Literature by Michael Greenstone of the University
of Chicago and Kelsey Jack of the Brookings Institution develops a conceptual framework for
looking at the issues. Here’s the abstract:

Environmental quality in many developing countries is poor and generates
substantial health and productivity costs. However, the few existing measures of
marginal willingness to pay (MWTP) for environmental quality improvements
indicate low valuations by affected households. This paper argues that this
seeming paradox is the central puzzle at the intersection of environmental and
development economics: Given poor environmental quality and high health
burdens in developing countries, why is MWTP seemingly so low? We develop a
conceptual framework for understanding this puzzle and propose four potential
explanations for why environmental quality is so poor: (1) due to low income
levels, individuals value increases in income more than marginal improvements
in environmental quality; (2) the marginal costs of environmental quality
improvements are high; (3) political economy factors undermine efficient
policymaking; and (4) market failures such as weak property rights and missing
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capital markets distort MWTP for environmental quality. We review the literature
on each explanation and discuss how the framework applies to climate change,
which is perhaps the most important issue at the intersection of environment and
development economics. The paper concludes with a list of promising and
unanswered research questions for the emerging sub-field of
“envirodevonomics.”

[ admit to a certain amount of skepticism that this actually represents an emerging sub-
field; it’s just good social research using economic tools. Greenstone is from the University
of Chicago, the home of Steven Levitt. I can’t help wondering whether having the inventor
of “Freakonomics” makes everyone want to coin a bad portmanteau.

It should also be emphasized that although the paper concedes this in passing, our
knowledge of the “existing measures” of MWTP are really primitive. The studies are few and
far between; it is difficult to get good data; and I am not convinced that this sort of data
really tells us the MWTP. (Greenstone and Jeck deal with this last piece somewhat in the
paper, asking whether behavioral economics analysis might reveal a distortion in how we
analyze MWTP). But of course that should be part of any decent research program, and one
can’t simply refuse to ask conceptual questions because the data isn’t what you would want
it to be.



