Announcements

@ Welcome back from spring break!

@ Your response paper is due tomorrow at bpm, please
submit through the link under ‘Assignments’

@ Some other relevant upcoming dates:
e March 25th: Selena Fox class visit
e March 27th: Selena Fox main talk
o April 3rd and 4th: Group work days
o April 17th: Group projects due
o April 24th: Academic Festival

@ Don't forget to be working on your projects, let me

know if you have questions
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Announcements

@ We're wrapping up our institutions and long run
development section and starting on institutional
persistence

@ I've posted a revised version of the reading list that is a
bit slimmed down given how many lectures are left

@ We may still need to make a couple of additional cuts
depending on how things go

@ Next required reading: Nunn (2008) “The Long-Term
Effects of Africa’s Slave Trades” Quarterly Journal of
Economics

@ Next quiz will be Wednesday, March 20th and will cover
Nunn (2008) and this week's lectures
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COLL 300

@ Let's take a moment to reflect on our first COLL 300
visitors

@ A few things that I've been thinking about:
Language

e Ceremony and remembrance

e Ceremony and resistance

e Populism and economic or social divisions

@ We'll be circling back to these themes when we discuss
the economics of religion in a couple of weeks

e Expect the next visits to be very different (that is the
nature of on-campus COLL 300)
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Colonial Origins of Comparative Development
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Colonial Origins of Comparative Development

Real per capita income by
Census racial or ethnic category
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Source: Akee and Taylor (2014) “Social and Economic Change on American Indian Reservations”
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Colonial Origins of Comparative Development

50 -
43
40 A
45 30 25
°© 21 22 22
nﬂ_) 20 B 17 18
14 12
N l l 6
o Ol
First Second Third Fourth Fifth
quintile quintile quintile quintile quintile

8407 orless  $407 to $651 $652 to $978 $979 to $1467 $1468 or more
Income quintile

[l Aboriginal and Torres Strait Islander peoples
Non-Indigenous Australians

Source: Australia Government, Department of the Prime Minister and Cabinet, Aboriginal and Torres
Strait Islander Health Performance Framework 2014 Report

J. Parman (College of William & Mary) Institutions and Developm Spring 2019 March 11, 2019



Colonial Origins of Comparative Development

Legal systems
of the World

Source: Maximilian Dorrbecker
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Colonial Origins of Comparative Development

@ Let's recap the basic argument

© Different types of colonization policies created different
sets of institutions, ranging from extractive states to
neo-Europes

@ The colonization strategy was influenced by the
feasibility of settlements

© Some dimensions of that feasibility were effectively
randomly assigned (settler mortality) giving us a natural
experiment

© Colonial institutions persisted even after independence

@ Do we buy each of these points?
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@ For us to buy Acemoglu, Johnson and Robinson's
results, we need the exclusion restriction to hold

@ In this case, the exclusion restriction can be stated as:
Conditional on the controls included in the
regression, the mortality rates of European
settlers more than 100 years ago have no
effect on GDP per capita today, other than
their effect through institutional development.

@ Where might we run into trouble here?
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Wait a Second...

Average Annual Temperature
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University of Wisconsin - Madison
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Annual Total Precipitation
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Data taken from: CRU 0.5 Degree Dataset (New et al) Atlas of the Biosphere
Center for Sustainability and the Global Envi
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Wait a Second...

3 Plasmodium falciparum free

TARGETE LDWRISKE Plasmodium falciparum

Parasite Rates (in 2-10 year olds)
HIGH RISK
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@ Acemoglu, Johnson and Robinson are going to throw in
a variety of controls and alternative specifications to
help alleviate these fears

@ But is there stronger evidence we can point to?
Something with cleaner, more random variation in
institutions?

@ Perhaps a narrower situation where we could look at
differences within a country over a shorter period of
time?

@ Let's take a look at Dittmar and Meisenzahl (2017)
“Public goods institutions, human capital and growth:
Evidence from German history” (forthcoming, Review of
Economic Studies)
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The Reformation as Experime
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The Reformation as Experiment

@ Luther publishes his Ninety-five Theses in 1517, much
of which concerned the selling of indulgences

@ What we're concerned with are the new public goods
institutions associated with the Reformation
o Reformation cities adopted Kirchenordnungen, a church
ordinance law containing interlocking requirements:
o Expanded the set of services provided by the state
e Transferred control of service provision from the
Catholic Church to secular state authorities
o Institutionalized anti-corruption and oversight rules to
improve quality and prevent misappropriation of pubic
and church finances

@ This led to more investment in schools, poor-houses
and hospitals
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The Reformation as Experiment
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The Reformation as Experiment
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The Reformation as Experiment

Figure 2: The Share of Cities with Reformation Laws

Share Cities with Laws
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This graph shows the share of cities with a Reformation Law. Vertical lines mark the mass circulation of
Luther’s ideas in 1518, the Schmalkaldic War of 1546, and the Peace of Augsburg in 1555.
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The Reformation as Experiment

Figure 1: Jurisprudence and Construction
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This graph shows the cumulative number of (A) jurisprudence publications, (B) new school construction,
and (C) administrative and social welfare construction in cities that did and did not adopt public goods
institutions, measured by the passage of a church ordinance (cities with and without “Laws”). Publication
and construction data are from the Universal Short Title Catalogue and the Deutsches Stddtebuch,
respectively, for the 239 German cities we study in this paper. We classify all new school construction
as “School Construction” and all construction of buildings used by city governments and in non-education
social welfare and service provision as “Social & Administrative Construction”.
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The Reformation as Experiment

@ Dittmar and Meisenzahl want to look at the effects of
these Reformation institutions
@ In particular, they want to think about whether these
institutions made Reformation cities more productive
(basically the question we have been asking)
@ But there are two big, big empirical problems to deal
with:
e Measurement of relevant outcomes
o ldentifying causality
@ They are going to find clever solutions to both of these
problems
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as Experiment - Measurement
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The Reformation as Experiment - Measurement
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The Reformation as Experiment - Measurement

Figure 3: The Migration of Upper Tail Human Capital
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This graph plots the number of migrants observed in the Deutsche Biographie at the decade level in cities
with and without laws. Migrants are identified as people living and dying in town 4 but born in some other
location j. The vertical line is at 1518, the year Luther’s theses began circulating.
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Announcements

Why are they underrepresented
and does it matter?

Bl WILLIAM & MARY

WaR WOMEN

Ann L. Owen
Henry Platt
Bristol
Professor of
Economics at
Hamilton
College

The talk will focus on
reasons for the under-
representation of women
in economics and STEM
fields, the impact of this
underrepresentation, and
potential strategies to
encourage women and
promote opportunities for
them in male-dominated
fields.
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Announcements

@ Grading is underway on the response papers

@ I'm hoping to have it done by Monday

@ You'll get grades according to a grading rubric, I'm
happy to provide additional comments in person during
office hours

e Current required reading: Nunn (2008) “The

Long-Term Effects of Africa’s Slave Trades” Quarterly
Journal of Economics

o Next quiz will be Wednesday, March 20th and will cover
Nunn (2008) and this week's lectures

@ Don't forget to be working on your projects, let me
know if you have questions or if you want to borrow
game sets

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



The Reformation as Experim
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The Reformation as Experiment

Figure 2: The Share of Cities with Reformation Laws

Share Cities with Laws
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This graph shows the share of cities with a Reformation Law. Vertical lines mark the mass circulation of
Luther’s ideas in 1518, the Schmalkaldic War of 1546, and the Peace of Augsburg in 1555.
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The Reformation as Experiment - ldentification

Figure 1: Cities With and Without Reformation Laws

@® Reformation Law

[:] No Reformation Law

This map shows cities with Reformation Laws (black circles) and without these laws (white squares).
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The Reformation as Experiment

Figure 1: Jurisprudence and Construction

A. Books on Jurisprudence

B. School Construction

C. Social & ive C
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This graph shows the cumulative number of (A) jurisprudence publications, (B) new school construction,
and (C) administrative and social welfare construction in cities that did and did not adopt public goods
institutions, measured by the passage of a church ordinance (cities with and without “Laws”). Publication
and construction data are from the Universal Short Title Catalogue and the Deutsches Stddtebuch,
respectively, for the 239 German cities we study in this paper. We classify all new school construction
as “School Construction” and all construction of buildings used by city governments and in non-education
social welfare and service provision as “Social & Administrative Construction”.
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e Reformation as Experiment - Measurement
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The Reformation as Experiment - Measurement

Figure 3: The Migration of Upper Tail Human Capital

60 °
8
g °
=) ®
s °
5 409 (]
z °
(8]
c o o°
£ o o o% A
I
I °
o o.o‘". °
5 oo A
E“ N A A, A‘AAA
A A
o %R b, a8 A%, Ta
0| eSagngematngtRga20uut N

1300 1350 1400 1450 1500 1550 1600 1650 1700 1750 1800
Decade of Death

‘ @ Cities with Laws A Cities without Laws

This graph plots the number of migrants observed in the Deutsche Biographie at the decade level in cities
with and without laws. Migrants are identified as people living and dying in town 4 but born in some other
location j. The vertical line is at 1518, the year Luther’s theses began circulating.
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The Reformation as Experiment - Identification
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The Reformation as Experiment - ldentification

PLAGUE
WARNING

Chipmunks, ground squirrels, or other wild rodents in this area have been found
infected with plague. Insecticides may be used here to kil plagueinfected fleas.
PLEASE DO NOT DISTURB rodent traps or insecticide stations.

PLAGUE CAN BE TRANSMITTED BY:

« The bite of an infected flea.

+  Handing an infocted rodent,

+  Exposue fo an infocted pet (sspecially & Sick cat)

USE THESE PRECAUTIONS:

1. SEE A PHYSICIAN if you become ill within 7 davs of your wisi to this area. Early srmnlnms
inciude: fever, chills, headache, mustle aches, a feefing of weakness and, commaaly, swollen
and tender lymph nades_ Inform your physician that you have been in an area where rodents

have plague.

I is best to LEAVE PETS AT HOME. Keep pets confined or on a leash. Protect them with flea
wier and flea collars. If & pel, especially @ cat, becomes sick after visiting this area, take it
fo a veterinarian and inform the vet that if has been in a place where rodents have plague.

3 AVOID ANIMAL FLEAS. Do not camp, rest, or Sleep near animal burrows. Insect repelent
sprayed on sacks and trauser cutfs may help.

& Avoid all contact with chipmunks, squirrels, or other wild animals, DO NOT FEED.
5 DI NOT TOUCH sick or dead animals. REPORT THEM to:

California Depe.of Public Health

s
Sacrumento, CA wms ss260
tpwwwodphca

ions and Developm March 13, 2019 11
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The Reformation as Experiment - ldentification

Figure 5: City-Level Plague Outbreaks
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This graph shows the timing of major plague outbreaks in selected cities between 1400 and 1550. Source:
Biraben (1975). The vertical lines at 1500 and 1522 delimit the period used in our baseline instrumental
variable analysis to construct the early 1500s plague exposure instrument.
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The Reformation as Experiment - ldentification

@ So why is the plague related to adopting Reformation
laws?

@ Dittmar and Meisenzahl are going to argue that it
substantially lowered the costs of institutional change

o First, that level of devastation requires rebuilding your
society, rebuilding is a good chance to do things
differently

@ Second, when the plague comes, those with means get
out of town

@ This makes it easier for those who are left to change
the rules of the game in a way that is more beneficial to
those that stayed (those without the means to leave)

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



The Reformation as Experiment - ldentification

@ So let's concede for the moment that a plague outbreak
is associated with institutional change

@ Does that make it a good natural experiment?

@ Two concerns we may still have:
o Are the locations of plague outbreaks truly random?
o Are there any other channels through which the plague
(and a dramatic population shock) could affect
economic development?

@ Lots to think about here (and you should keep thinking
about it) but let's move on to their results

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



The Reformation as Experiment - Results

Table 6: Instrumental Variable Analysis of Long-Run Outcomes

1] 2] 13 4] (5] 6]
Panel A: First Stage — Public Goods Institutions
Outcome: Adoption of Law

Plagues 1500-1522 0.14™  0.13™ 0.13"* 012" 0.12"* 0.1
0.02)  (0.02)  (0.03)  (0.02)  (0.04)  (0.03)

R? 0.29 0.30 0.51 0.52 0.62 0.63

F Statistic on IV 3402 3269 1892  31.42 8.70 12.02

Panel B: Instrumental Variable Outcomes — Population and Human Capital
Outcome: Ln Population in 1800
Law 1.61 1.76* 1.94* 217 2.13* 2.30%*
(0.82)  (0.83)  (0.98)  (0.93)  (1.12)  (1.01)

Outcome: Ln Upper Tail Human Capital 1750-1799
Law 2.74% 2.96* 3.10% 3.34* 4.23* 4.54*>
(1.24) (1.29) (1.38) (1.40) (1.81) (1.28)

Outcome: Upper Tail Human Capital per 1,000
Law 0.56** 0.63* 0.569* 0.66** 0.80** 0.92%*
(0.27) (0.25) (0.31) (0.29) (0.40) (0.29)

Controls

Baseline Controls Yes Yes Yes Yes Yes Yes
Plagues Pre-1500: Level Yes Yes Yes Yes Yes Yes
Plagues Pre-1500: Non-Linear No Yes No Yes No Yes
Region Fixed Effect (n=29) No No Yes Yes No No
Principality Fixed Effect (n=75) No No No No Yes Yes
Observations 239 239 239 239 234 234
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Why Persistence?

@ Dittmar and Meisenzahl provide some nice evidence of
institutions mattering and mattering for the long run

@ But why would these impacts persist? Why don't cities
(or in Acemoglu, Johnson and Robinson’s case,
countries) converge?

@ Acemoglu, Johnson and Robinson present three
possibilities:

e Setting up institutions that place restrictions on
government power and enforce property rights is costly

e The gains to an extractive strategy may depend on the
size of the ruling elite (think back to our early lectures
on efficiency)

o If agents make irreversible investments that are
complementary to a particular set of institutions, they
will want them to persist

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



Why Persistence?

o We'll get back to some of these issues in a bit, but for
now | want to add another source of persistence to the
list

@ People's behaviors and attitudes today are shaped in
part by historical experiences

@ A growing literature suggests that events and
institutional arrangements in the past influence norms
and preferences today

o We're going to stick with the plague in Europe to start
thinking about this

@ But first, let's think about the length of our own
memories and the extent to which history might
influence our attitudes and decisions

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



Plagues and Persistence
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Spread of the Black Death, 1346-1353
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Plagues and Persistence
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European population, 1000 to 1700. From Langer (1964) “The Black
Death” Scientific American
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Plagues and Persistence
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Plagues and Persistence

@ Voigtlander and Voth are going to use the Black Death
to explore the persistence of cultural traits in
“Persecution Perpetuated: The Medieval Origins of
Anti-Semitic Violence in Nazi Germany”

@ When the Black Death hit, the Jewish community was
often blamed (with claims that they poisoned the town
wells) leading to a large number of pogroms against the
local Jewish population

@ Voigtlander and Voth are going to think of these
pograms driven by the plague as a somewhat random
source of variation in anti-Semitism in the 1300s

@ Their question is then whether this variation predicts
variation in anti-Semitism in the 20th century

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 13, 2019



Plagues and Persistence
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Plagues and Persistence

Percentage of votes for the NSDAP in the German National
Election of 1928 (Voigtlander and Voth, 2012)
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Plagues and Persistence

TABLE I
DESCRIPTIVE STATISTICS FOR MAIN SAMPLE

Mean Std. Dev. Min. Max. Obs.

Population in 1933 46,118 115,863 207 756,605 325
%Jewish in 1933 144 145 0.020  15.7 325
%Protestant in 1925 484 340 0.97 97.6 325
Synagogue in 1933 0.87 0.34 0 1 319
Indicators for twentieth-century anti-Semitism
POG™? 0.063  0.242 0 1 320
NSDAP'%8 0.036  0.049 0.00083 0.313 325
DVFP??* 0.080  0.097 0 0.588 325
DEPORT 197.1 8395 0 10,049 301
STURMER 377 107 0 110 325
SYNATTACK 0.903  0.297 0 1 278
Black Death pogrom (POG™*) 0.723  0.448 ] 1 325

Notes: Table is based on cities with medieval Jewish communities and Jewish population in 1920-30
(main sample). Appendix Table A.1 shows the equivalent statistics for the extended sample. POG'*** is
an indicator variable for pogroms in each location during the 1920s; NSDAP'? is the vote share of the
NSDAP in the May 1928 election; and DVFP'**# is the vote share of the Deutsch-Vélkische Freiheitspartei
in the May 1924 election; DEPORT is the number of deportees from each locality; STURMER is the
number of anti-Semitic letters to Der Stirmer; SYNATTACK takes the value 1 if a synagogue was des-
troyed or damaged in the 1938 Reichskristallnacht, and 0 otherwise. POG™*#° takes the value 1 if a
pogrom occurred in the years 1348-50, and 0 otherwise.
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Plagues and Persistence

TABLE IV
CONDITIONAL AVERAGE OF TWENTIETH-CENTURY OUTCOME VARIABLES

Pogrom in 1349

No Yes All towns Obs.
Pogrom in 1920s (% of towns) 11 8.2 6.3 320
NSDAP May 1928 (% of valid votes) 2.7 4.0 3.6 325
DVFP May 1924 (% of valid votes) 72 84 8.0 325
Deportations (per 100 Jews in 1933) 24.2 35.6 34.0 278
Stiirmer letters (per 10,000 inhabitants) 0.59 0.86 0.82 325
Synagogue attack (% of towns) 79.1 93.8 90.3 278

Notes: All statistics based on the main sample, including only towns with documented medieval Jewish
settlement. Of the 325 towns and cities, 235 (72%) had pogroms in 1348-50. The mean of deportations per
100 Jews and Stiirmer letters is weighted by city population in 1933. The mean of synagogue attacks is
calculated only for towns with synagogues or prayer rooms in 1933.
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Announcements

@ Still hoping to have response papers graded by Monday

e Current required reading: Nunn (2008) “The
Long-Term Effects of Africa’s Slave Trades” Quarterly
Journal of Economics

@ Next quiz will be Wednesday, March 20th and will cover
Nunn (2008) and this week's lectures (plus what we
wrap up on Monday)

@ Don't forget to work on your projects, let me know if
you have questions or if you want to borrow game sets

@ Monday office hours are cancelled, I'll be giving a guest
lecture in INRL 300

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Persistence of Bad Institutions

@ So Voigtlander and Voth find persistence of
anti-Semitism over a remarkably long time

@ Arguably random shocks to anti-Semitism in 1350
predict variation in anti-Semitism at the time of WWII

@ Why is this important for our class?

o Voigtlander and Voth point to the existing economics

literature showing that these issues of trust and bias
influence important economic outcomes

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019 8 /30



Persistence of Bad Institutions

@ One example includes Guiso, Sapienza and Zingales
(2016) showing that inherited trust predicts economic
performance

@ Another example is Alesina and La Ferrara (2005)
showing that cultural and religious fragmentation is
correlated with civil wars, corruption, and public good
provision

@ Let's take a very, very quick look at what Alesina and
La Ferrara are doing

@ They are focusing on something called the
fractionalization index

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Persistence of Bad Institutions

ELF=1-)"s7

ELF is the ethno-linguistic fractionalization index

s; is the share of group i out of the total population

So if everyone is a member of the same group, ELF
equals 0

@ As you get more groups (meaning smaller s;'s), ELF
will increase approaching the limit of one

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Persistence of Bad Institutions

Freshmen Sophomores Juniors Seniors Fractionalization
0 0 0 200 0
0 0 100 100 0.5
50 50 50 50 0.75
10 10 10 170 0.27
1 1 99 99 0.5099

J. Parman (College of William & Mary)

Institutions and Development, Spring 2019

March 15, 2019
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Persistence of Bad Institutions

TABLE 1
FRACTIONALIZATION AND LONG-RUN GROWTH
(DEPENDENT VARIABLE IS GROWTH OF PER CAPITA GDP)

ETHNIC LANGUAGE
Variable 1 2 3
Dummy for the 1960s 0.059 0.153 0.065 0.156
(3.357) (5.144) (3.563) (5.248)
Dummy for the 1970s 0.057 0.158 0.062 0.161
(3.093) (5.222) (3.280) (5.333)
Dummy for the 1980s 0036 0.141 0042 0.145
(1.940) (4.601) (2213) (4.725)
Dummy for Sub-Saharian
Africa -0.008 0016 -0.009 0014
(-1.630) (2.853) (-2.026) (-2.595)
Dummy for Latin America
and the Caribbean -0.016 0,011 -0.019 -0.018
(-4.458) (-2.923) (-5.252) (-4.201)
Log of initial income -0.004 0018 -0.004 -0.018
(-1.499) (-3.767) (-1.660) (-3.724)
Log of schooling 0012 0.005 0011 0.008
(2.767) (1.092) (2.627) (1.669)
Assassinations -21.342 -13.988
(2.212) (-1.010)
Financial Depth 0012 0010
(1.798) (1652)
Black Market premium -0.021 0022
(4.738) (-4.953)
Fiscal Surplu/GDP (0.128) 0.132
3.369 (3.474)
Log of telephones per worker
(0.006) 0.004
2078 (1.488)
Fractionalization -0.020 -0.014 -0.019 -0.021
(-3.005) (-1.795) (-2.979) (-2.881)
No of Observations 82, 88,94 40; 69; 66 39; 68; 65
Resquared 23,17, .35 32; .43, 54 36, 4T; 52

(t-statistics in parentheses)
Estimated using Seemingly Unrelated Regressions: a separate regression for each ten year period.

J. Parman (College of William & Mary) Insti Spring 2019



Persistence of Bad Institutions

@ This work by Voigtlander and Voth as well as the work
of Alesina and La Ferrara leads us to Nunn's work on
the slave trade

@ These papers taken together are going to give us a way
to think about the persistence of the extractive
institutions from the colonial period at the heart of the
Acemoglu, Johnson and Robinson article

@ In short, the horrific institution of slavery is going to
have effects long after the abolition of slavery through
these channels of fractionalization and distrust

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Overview of the Slave Trade

@ Slave trade lasted from roughly 1400 to 1900

@ Colonial rule in Africa lasted between 1885 to 1960
@ Four different slave trades:

e Trans-Atlantic: slaves taken from West Africa,
West-Central Africa and Eastern Africa to European
colonies in the New World

e Trans-Saharan: slaves taken from south of the Saharan
desert to Northern Africa

e Red Sea: slaves taken from inland Africa and shipped to
Middle East and India

o Indian Ocean: slaves taken from Eastern Africa and
shipped to Middle East, India and plantation islands in
the Indian Ocean

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019
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Overview of the Slave Trade

@ Over 18 million slaves were exported (12 million were
through trans-Atlantic trade)

o Estimated that by 1850, Africa’s population was half of
what it would have been without the slave trade

@ Slave trade led to social and ethnic fragmentation,
political instability, weakening of states, corruption of
judicial institutions at the time it was taking place

@ Nunn is going to look at the persistent effects of these
problems

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Countries Exporting the Most Slaves, 1400-1900

ESTIMATED TOTAL SLAVE EXPORTS BETWEEN 1400 AND 1900 BY COUNTRY

Trans-  Indian Trans- Red  Allslave
Isocode Country name Atlantic  Ocean Saharan Sea trades
AGO  Angola 3,607,020 0 0 0 3,607,020
NGA  Nigeria 1,406,728 0 535,796 59,337 2,021,859
GHA  Ghana 1,614,793 0 0 0 1,614,793
ETH  Ethiopia 0 200 813,899 633,357 1,447,455
SDN Sudan 615 174 408,261 454,913 863,962
MLI Mali 331,748 0 509,950 0 841,697
ZAR  Democratic 759,468 7,047 0 0 766,515

Republic of Congo

MOZ Mozambique 382,378 243,484 0 0 625,862
TZA Tanzania 10,834 523,992 0 0 534,826
TCD Chad 823 0 409,368 118,673 528,862

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019

17 / 30



Countries Exporting the Most Slaves, 1400-1900

4 Z # b A
g & 4
’, EuRoPE
WoRTH
AMERICA
/
: /
ATLANTIC
o ocean s
wavsrsa
INDIAN
PACIFIC OCEAN
ocEAN

ATLANTIC

il OCEAN

e

. Parman (College of William & Mary) Institutions and Developm Spring 20 March 15, 2019 18 / 30



Countries Exporting the Most Slaves, 1400-1900
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Slaves Exports and Modern GDP per

=

Log real per capita GDP in 2000, In y

J. Parman (College of William & Mary)
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Economic Growth for Countries with the Lowest and

Highest Slave Exports

Average real per capita GDP
1500
1

g |
=
=
i T T T T T T
1950 1960 1970 1980 19540 2000
Year
Low slave export High shave export
countries countries
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Economic Growth and the Slave Trade: ldentification

@ So the empirical evidence is pretty convincing that
greater involvement in the slave trade is associated with
worse modern economic performance

@ But is this a causal relationship?

@ Why were some countries more involved in the slave
trade?

@ Could it be these underlying differences that drive the
relationship, not the slave trade itself?

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 15, 2019



Economic Growth and the Slave Trade: ldentification
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Economic Growth and the Slave Trade: ldentification

J. Parman (College of William & Mary)

FIGURE V
Example Showing the Distance Instruments for Burkina Faso

Institutions and Development, Spring

March 15, 2019
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Economic Growth and the Slave Trade: ldentification

TABLE IV
ESTIMATES OF THE RELATIONSHIP BETWEEN SLAVE EXPORTS AND INCOME
(¢V] (2) @) 4)
Second Stage. Dependent variable is log income in 2000, In y
In(exports/area) —0.208*** —0.201***  —0.286* —0.248"*
(0.053) (0.047) (0.153) (0.071)
[-0.51, -0.14] [-0.42, -0.13] [—o0, +00] [-0.62, -0.12]
Colonizer fixed No Yes Yes Yes
effects

Geography controls No No Yes Yes
Restricted sample No No No Yes
F-stat 15.4 4.32 1.73 2.17

Number of obs. 52 52 52 42

First Stage. Dependent variable is slave exports, In(exports/area)

Atlantic distance —1.31*** —1.74%* -1.32% -1.69*
(0.357) (0.425) (0.761) (0.680)
Indian distance —1.10*** —1.43* -1.08 —1.57*
(0.380) (0.531) (0.697) (0.801)
Saharan distance —2.43** —3.00*** -1.14 —4.08*
(0.823) (1.05) (1.59) (1.55)
Red Sea distance —0.002 —-0.152 -1.22 2.13
(0.710) (0.813) (1.82) (2.40)
F-stat 4.55 2.38 1.82 4.01
Colonizer fixed No Yes Yes Yes
effects
Geography controls No No Yes Yes
Restricted sample No No No Yes
Hausman test .02 .01 .02 .04
(p-value)
Sargan test (p-value) .18 .30 .65 51

J. Parman (College of William & Mary) Insti




Announcements

@ Response papers are nearly all graded, the rest will be
graded today

@ Note that the grades are out of 20 points based on
depth of engagement with the essay prompt (40%),
depth of engagement with the COLL 300 class and
event (40%), and structure of the writing (20%)

@ Use the rubric scores to see where you can improve, feel
free to come to office hours for more detailed feedback

@ Grading will be similar for the other two response papers

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Announcements

e Current required reading: Nunn (2008) “The
Long-Term Effects of Africa’'s Slave Trades” Quarterly
Journal of Economics

@ Next quiz will be Wednesday, March 20th and will cover
Nunn (2008), last week's lectures and today’s lecture

@ Don't forget to work on your projects, let me know if
you have questions or if you want to borrow game sets

@ Today's office hours are cancelled, I'll be giving a guest
lecture in INRL 300

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019 2/23



Long Term Effects of Bad Institutions

o Clearly some areas of Africa were far more affected by
slavery than others

o Today, those areas that exported the most slaves are
less economically developed and Nunn provides some
convincing evidence that this is due to slavery, not
country characteristics that determined the extent of
slavery

@ So why is this a persistence of bad institutions story?

@ Nunn’s answer is that the slave trade had profound
impacts on several features of institutional
development:

e Ethnic fractionalization

e State development
o Levels of distrust

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Slave Exports and Modern Ethnic Fractionalization
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Slave Exports and 19th Century State Development
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Slave Exports and Modern Distrust

Regions hardest hit by the slave
trade exhibit the least trust today
Level of trust
L - -
lowest highest
Concentration of
slave trade
o -
lawest highest

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Slave Exports and Modern Distrust

How much do you trust each of the following?

Other ethnic groups

Own ethnic group

Elected local government council
Neighbors

Relatives

o

10 20 30 40 50 60

Alot ®Somewhat ™Justalittle ®Not atall

J. Parman (College of William & Mary) Institutions and Development, Spring 2019



Slave Exports and Modern Distrust

MANNER OF ENSLAVEMENT

Kidnapping
Sold by
relatives or
friends

Capture
during wars

Based on interviews in the 1840s of former slaves living in Freetown,
Sierra Leone by Sigismund Koelle

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Slave Exports and Modern Distrust

TABLE 2—OLS ESTIMATES OF THE DETERMINANTS OF THE TRUST OF OTHERS

Trust Trust Trust of Intra- Inter-

of of local group group

relatives  neighbors council trust trust
O] ()] A3) @) (©)

In (1+ exports/area) —0.133%**% —(,159%**  —(Q.111%** —(.144*** —(,097***

(0.037) (0.034) (0.021) (0.032) (0.028)

Individual controls Yes Yes Yes Yes Yes
District controls Yes Yes Yes Yes Yes
Country fixed effects Yes Yes Yes Yes Yes

Number of observations 20,062 20,027 19,733 19,952 19,765
Number of ethnicity clusters 185 185 185 185 185

Number of district clusters 1,257 1,257 1,283 1,257 1,255
R? 0.13 0.16 0.20 0.14 0.11

Notes: The table reports OLS estimates. The unit of observation is an individual. Standard
errors are adjusted for two-way clustering at the ethnicity and district levels. The individ-
ual controls are for age, age squared, a gender indicator variable, five living conditions fixed
effects, ten education fixed effects, 18 religion fixed effects, 25 occupation fixed effects, and
an indicator for whether the respondent lives in an urban location. The district controls include
ethnic fractionalization in the district and the share of the district’s population that is the same
ethnicity as the respondent.
***Significant at the 1 percent level.
**Significant at the 5 percent level.
*Significant at the 10 percent level.

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019 11 /23



Slave Exports and Modern Distrust

TABLE 3—OLS ESTIMATES OF THE DETERMINANTS OF THE TRUST OF OTHERS,
WITH ADDITIONAL CONTROLS

Trust Trust Trust of
of of local Intragroup Intergroup
relatives  neighbors  council trust trust
(O] @ A3) Q) )
In (1+ exports/area) —0.178%*%* —(0.202%** —(.129%** —(.188*** —(.115%**
(0.032) (0.031) (0.022) (0.033) (0.030)
Colonial population density Yes Yes Yes Yes Yes
Ethnicity-level colonial controls Yes Yes Yes Yes Yes
Individual controls Yes Yes Yes Yes Yes
District controls Yes Yes Yes Yes Yes
Country fixed effects Yes Yes Yes Yes Yes
Number of observations 16,709 16,679 15,905 16,636 16,473
Number of ethnicity clusters 147 147 146 147 147
Number of district clusters 1,187 1,187 1,194 1,186 1,184
R? 0.13 0.16 0.21 0.16 0.12

Notes: The table reports OLS estimates. The unit of observation is an individual. Standard
errors are adjusted for two-way clustering at the ethnicity and district levels. The individ-
ual controls are for age, age squared, a gender indicator variable, five living conditions fixed
effects, ten education fixed effects, 18 religion fixed effects, 25 occupation fixed effects, and
an indicator for whether the respondent lives in an urban location. The district controls include
ethnic fractionalization in the district and the share of the district’s population that is the same
ethnicity as the respondent. Ethnicity-level colonial controls include the prevalence of malaria,
a 1400 urbanization indicator variable, eight fixed effects for the sophistication of precolonial
settlement, the number of jurisdictional political hierarchies beyond the local community in the
precolonial period, an indicator for integration with the colonial rail network, an indicator for
contact with precolonial European explorers, and the number of missions per square kilometer
J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019 12 /23




Slave Exports and Modern Distrust

TABLE 10—IDENTIFYING CHANNELS OF CAUSALITY

Trust of Trust of Trust of Intragroup  Intergroup

relatives neighbors  local council trust trust
1) 2 (©)] @ (©)]
Ethnicity-based slave export measure —0.155%**  —0.182%**  —0.100***  —0.169%**  —(0.090***
(baseline measure) (0.029) (0.029) (0.023) (0.033) (0.030)
Location-based slave export measure —0.045%%*  —0.045%**  —0.045%* —0.043** —0.047**
(0.014) (0.016) (0.018) (0.018) (0.020)
Colonial population density Yes Yes Yes Yes Yes
Ethnicity-level colonial controls Yes Yes Yes Yes Yes
Baseline controls Yes Yes Yes Yes Yes
Country fixed effects Yes Yes Yes Yes Yes
Number of observations 15,999 15,972 15,221 15,931 15,773
Number of clusters 146/269 146/269 145/272 146/269 146/269
R 0.13 0.16 0.20 0.16 0.12

Notes: The table reports OLS estimates. The unit of observation is an individual. Standard errors are adjusted for
two-way clustering at the ethnicity-based ethnicity level and at the location-based ethnicity level. “Ethnicity-based
slave export " is our baseli of slave exports used throughout the article; it is the log of the num-
ber of slaves taken from an individual’s ethnic group (normalized by land area). “Location-based slave export mea-
sure” is our alternative measure of slave exports, which is the log of the number of slaves taken from the location
where an individual is currently living (normalized by land area). See Table 3 for a description of the baseline con-
trols, the ethnicity-level colonial Is, and the colonial population density variables.
***Significant at the 1 percent level.
**Significant at the 5 percent level.
*Significant at the 10 percent level.
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Slave Exports and Modern Distrust

TABLE 7—REDUCED FORM RELATIONSHIP BETWEEN THE DISTANCE FROM THE COAST
AND TRUST WITHIN AFRICA AND ASIA

Trust of local government council

Afrobarometer sample Asiabarometer sample
(1) 2 B Q)
Distance from the coast 0.00039***  0.00031***  —0.00001 0.00001
(0.00009) (0.00008) (0.00010) (0.00009)

Country fixed effects Yes Yes Yes Yes
Individual controls No Yes No Yes
Number of observations 19,913 19,913 5,409 5,409
Number of clusters 185 185 62 62
R 0.16 0.18 0.19 0.22

Notes: The table reports OLS estimates. The unit of observation is an individual. The depen-
dent variable in the Asiabarometer sample is the respondent’s answer to the question: “How
much do you trust your local government?” The categories for the answers are the same in
the Asiabarometer as in the Afrobarometer. Standard errors are cl d at the ethnicity level
in the Afrobarometer regressions and at the location (city) level in the Asiabarometer and the
WVS samples. The individual controls are for age, age squared, a gender indicator, education
fixed effects, and religion fixed effects.
***Significant at the 1 percent level.
**Significant at the 5 percent level.
*Significant at the 10 percent level.
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Past Institutions and Persistence

@ This persistence of mistrust is an important part of
explaining modern economic performance

@ We saw similar persistence of tensions with Voigtlander
and Voth's work on Germany

@ Is it only tensions and divisions that persist? Can
positive characteristics persist as well?

@ Let's return to Europe and a paper by Becker, Boeckh,
Hainz and Woessman

o We're going to look at “The Empire is Dead, Long Live
the Empire! Long-run Persistence of Trust and
Corruption in the Bureaucracy”

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Past Institutions and Persistence

Rudolf IV of Hapsburg, 1358-1365

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019
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Past Institutions and Persistence

@ Becker et al. are going to look at the persistent impacts
of the Habsburg Empire

@ Unlike the historical events we have looked at so far,
the Habsburg Empire has a variety of good institutions
associated with it

@ The Habsburg Empire is the prototype of a
Vielvolkerstaat, a state composed of many people

@ It largely respected the identity and local differences of
various parts of the empire

@ The bureaucracy of the empire was well respected
because of its reliability

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 18, 2019



Announcements
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Announcements

@ Response papers are all graded

@ Note that the grades are out of 20 points based on
depth of engagement with the essay prompt (40%),
depth of engagement with the COLL 300 class and
event (40%), and structure of the writing (20%)

@ Use the rubric scores to see where you can improve, feel
free to come to office hours for more detailed feedback

@ Grading will be similar for the other two response papers

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019 2 /20



Announcements

We have our next COLL 300 visitor coming next week

The visitor will be Selena Fox, co-executive director of
the Circle Sanctuary (and class of '71)

The main event will be March 27th at 5pm

@ We will most likely be having an in-class visit, although
that scheduling is still being worked out

We'll spend part of class on Friday going over some
background to provide context for the visit

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019 3 /20



Announcements

@ We're wrapping up our section on persistence

@ After that, we'll move on to thinking about religion and
economics

@ The next required reading is lyer (2016) “The New
Economics of Religion” Journal of Economic Literature

@ Note that this paper is long but not particularly
technical

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019



Past Institutions and Persistence

How much do you trust each of the following?

Neighbors =
Relatives &
0 10 20 30 40 50 60 70 80

mA lot (Econ 300) m Somewhat (Econ 300) mJusta little (Econ 300) mNot atall (Econ300)

A lot (sample) Somewhat (sample) mJusta little (sample) mNot atall (sample)
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Past Institutions and Persistence

How much do you trust each of the following?

Other ethnic groups

Own ethnic group
0 10 20 30 40 50 60
B A lot (Econ 300) m Somewhat (Econ 300) mJusta little (Econ 300) m Not atall (Econ 300)
A lot (sample) m Somewhat (sample) mJusta little (sample) mNot atall (sample)
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Past Institutions and Persistence

How much do you trust each of the following?

Elected local government council

0 10 20 30 40 50 60
mA lot (Econ 300) m Somewhat (Econ 300) mJusta little (Econ 300) m Not atall (Econ300)
A lot (sample) m Somewhat (sample) mJusta little (sample) mNot atall (sample)
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Past Institutions and Persistence

The Austrian bureaucracy was fairly honest, quite
hard-working, and generally high-minded, it
probably did more good than harm. — Taylor, 1948

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019 8 /20



Past Institutions and Persistence

[D]espite its diversity, the Habsburg Empire was
not simply a motley conglomerate of territories and
peoples...the bureaucracy, which became an
efficient and fair, if sometimes overbearing,
instrument of Austrian rule ... [and the legal
system were among the uniting factors that] ...
obtained until - and even after - the demise of the
empire in 1918. — Magocsi, 2010

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019 9 /20



Past Institutions and Persistence
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Fig. 1. The Habsburg Empire in Eastern Europe and the LiTS Locations
Notes. Habsburg border in maximum expansion, Habsburg border in 1900, borders of countries
today and location of the observations in the LiTS 2006 dataset contained in the border sample
and in the 17-country sample. Former Habsburg territories that are no longer part of Habsburg
in 1900: 1 Silesia (1526-1742); 2 West Galicia (1795-1809); 3a Kingdom of Serbia and 3b Banat
of Craiova (1718-39).
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Past Institutions and Persistence

Table 2
Trust and Corruption in Courts and Police: 17-Country Sample

Trust in courts  Trust in police  Bribes to courts  Bribes to traffic police

1) (2) (3)
Part of Habsburg Empire 0.141 0.311 —0.603
(0.067)** (0.064) (0.100)*#*
Age of respondent —0.003 0.006 —0.005
(0.001)#* (0.001) %%+ (0.001) %5
Male respondent —0.074 0.003 0.014
(0.031)** (0.031) (0.040)
Native language 0.198 0.217 —0.201
(0.095)#* (0.091)%+ (0.136) (0.130)*
Ethnic minority —0.016 —0.028 —0.289 —0.335
(0.102) (0.091) (0.111) %% (0.104) ##*
Controls for religious Yes Yes Yes Yes
amlmuou (6 categories)
d service in 1.069 1.203
last 12 months (0.087) %5 (0.066) #**
No. of observations 15,830 16,232 16,794 16,821
No. of PSUs 850 850 850 850
Pseudo-R? 0.002 0.005 0.023 0.045

Notes. Coefficients and standard errors from ordered logit (ologit) estimation. 17-country samples: 17
formerly part of the Habsburg Empire or neighbouring countries thereof. Dependent

er to the question “To what extent do you trust the following
wer categories are: 1 = Complete distrust;
= Complete trust. Category 6 = Difficult
s ble in columns (3) and (4)  to the question ‘In
vmu )pml()n how often is it nec ke you to have to make unofficial i
situations?” Column (3): Interact with the courts. Column (4): Interact with the traffic pohce Answer
categories are: 1 = Never; 2 = Seldom; 3 = Sometimes; 4 = Usually; 5 = Always. Standard errors (clustered at
the level of PSUs) in parenthe: *significance at 10, **5, ***1%. Source. Life in Transition Survey (LiTS)
2006; see main text for details.

countries that we
variable in_columns (|) and (2) is ans
i olumn (2): The police. Ar

2 = Some

J. Parman (College of William & Mary) i i March 20, 2019 11



Past Institutions and Persistence

Table 8
Resuls from a Business Suroey

Description of court

em in resolving business disputes:

Fair Honest  Upholds our property rights

1) (2) 3)

Border specification

Part of Habsburg Empire 0.197
(0.147)
Year when firm began operations in country —0.005
(0.004)

Sector dummies (8 categories) Yes
Firm size medium (50-249 employees) 0456 0.370

(0140 (0.182)%*
Firm size large (250-9,999 employees) 0.160 0.507

(0.191)
Percentage of firm owned by foreigners 0.003

(0.002)
Percentage of firm owned by government 0.004

0.002)* (0.003)
Countryfixed effects Yes Yes
No. of observations 881 868

15 161

0.029 0.015
RDD specification with quadsatic polynomial in latitude and longitude
Part of Habsburg Empire 0.266

(0.161)*

Other controls (as above) Yes Yes

Notes. Coefficients and standard errors from ordered logit estimation. Sample: firms within 200 km of firms
on the other side of the former Habsburg border (border specification) /within 200 km of the former
Habsburg border based on GIS<computed distance to border (RDD specification) in those five countries that
are partly Habsburg. Dependent variable in columns (1) and (2) is answer to the question ‘How often do you
associate the following descriptions with the court sytem in resolving business disputes?”. Answer categori
are: ;5 = Usually: 6 = Always. Dependent variable in
column (3) is answer to the q\lulmn ¢ do you agree with thi
the legal sysiem will uphold my contract and property rights in busin
1 = Strongly disagree; 2 = end to disagr
Tongly agree. Standard errors (clustered at the level of PSUs) in parenthese
ource. Business Environment and Enterprise Performanc CE

J. Parman (College of W



One More Case of Persistence
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Figure 1. Build up of US. Army strength in the UK. from January 1942 to November 1945 and, where available, a breakdown according to type. Data for

June 1944 are unavailable. Sources: Ruppenthal (1978, p. 232) and Pogue (1954, p. 541).
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of Persistence
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Figure 2. Density plot of individual black G.Ls responses to the questions ‘Has your opinion
of the English people changed from what it was before you came to England?’ (horizontal
axis) and Do you think English people’s opinion of Americans has been changed by having
American soldiers in England’ (vertical axis). Darker cells indicate more mass. The sample is
442 black G.Ls posted in Britain in November 1943.
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Figure 3. Density plot of individual white G.Ls’ responses to the questions ‘Has your opinion
of the English people changed from what it was before you came to England?’ (horizontal
axis) and "Do you think English people’s opinion of Americans has been changed by having
American soldiers in England’ (vertical axis). Darker cells indicate more mass. The sample is
2,257 white G.Ls posted in Britain in November 1943.
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One More Case of Persistence

Share of support-
unit months black

1.00
I 0.75
0.50

0.25

Figure 4. Figure shows variation across English and Welsh postcode districts in the share of
support-unit months which are due to black units. Also shown are grid-cells used to generate
grid-cell fixed effects
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One More Case of Persistence
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Figure 6. Geographic decay. Point estimates and 95% confidence intervals are displayed for
eight regressions, varying the radius around a location at which bases are counted as contribut-
ing to potential contact, i.e. varying k in Equation 2.
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One More Case of Persistence

Table 7: Effect on implicit anti-black bias

Dependent variable: IAT score (std.)

All Rural
1 (] (©)] @) (5) O]

Black unit-months (std.) -0.0317"  -0.0270  -0.0294  -0.0655"" -0.0658"  -0.0702"
(0.0164) (0.0182) (0.0185)  (0.0250)  (0.0255)  (0.0272)

Support unit-months v v v v v v
Demographic Controls v v v v
Grid fixed effects v v v v
Economic controls v v
Location controls v v
Clusters 220 220 220 156 156 156
Observations 5,468 5,430 5,420 1,435 1,427 1,425

Notes: Each column reports coefficients and standard errors from an OLS regression. The unit
of observation is the individual. The dependent variable is the standardized measure of implicit
anti-black attitudes from the IAT. The independent variable is our measure for contact with
black troops, ‘black unit-months’ in the postcode district (standardised to have mean zero and
standard deviation of one). Demographic controls are age, age squared and gender. Standard
errors (in brackets) are clustered at the local authority district level. One, two and three stars
indicate significance at the 10%, 5% and 1% levels respectively.

Project Implicit

J. Parman (College of William & Mary) Insti


https://implicit.harvard.edu/implicit/

Quiz Time
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Time for our fourth quiz
Before you open it, a couple of instructions/suggestions

The quiz is located in Course Files — Quizzes — Quiz
4 (3-20-19)

It has eight questions, for each choose the single best
answer

You have 15 minutes to complete the quiz
You may use scratch paper but no other resources
Answers and explanations will be posted tomorrow

Remember that | expect the typical student to get
roughly 6 out of 8 correct

Good luck!

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 20, 2019



Announcements

. Parman (College of William & Mary) Institutions and Developn Spring 2019 March 22, 2019



Announcements

We have our next COLL 300 visitor coming next week

The visitor will be Selena Fox, co-executive director of
the Circle Sanctuary (and class of '71)

The main event will be March 27th at 5pm

We will have an in-class visit Wednesday morning (with
Prof. Maliniak’s class)

We'll use today's lecture consider a little context (and
econ theory) for the visit

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019 2 /20



Announcements

@ The organizers of the Wednesday evening event would
like to have a panel of faculty and students to ask
Selena Fox questions

@ They are hoping for a volunteer from our class

@ You would go to dinner with the visitor and other
faculty and students on Monday or Tuesday (or lunch
on Tuesday, whichever works for you)

@ You would then be on the panel during the event,
getting an opportunity to ask a couple of questions

@ Please email me if you are willing to volunteer

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019



Selena Fox

o A few quick things about Selena Fox

@ She is senior minister and high priestess of the Circle
Sanctuary

@ Circle Sanctuary is a ‘Nature Spirituality church, Pagan
resource center and nature preserve with a worldwide
Ecospirituality ministry’

@ She founded the sanctuary in 1974

@ For more on the sanctuary and her work and teachings,
check out the links on Blackboard

@ For now, | want to provide a bit of historical context,
thinking about the institutional change occurring around
the time of Selena Fox's graduation from William &
Mary (1971) and her founding of the Circle Sanctuary

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019



Institutional Change in the US

RSIST A URAFT
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Institutional Change in the US

Fall of Saigon, April 30, 1975

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019 6 /20



Institutional Change in the US

1R, 7150 PUBLIC LAW 882

Fightptighth Congress of the Lnited States of America

i i i

an gt

Civil Rights Act, 1964
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Institutional Change in the US

Voting Rights Act, 1965
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Institutional Change in the US

Lynn Briley '71, Janet Brown Strafer '71, Karen Ely '71

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019 9 /20



Institutional Change in the US
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Institutional Change in the US

Santa Barbara oil spill, 1969
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Institutional Change in the US

Earth Day, April 22, 1970
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Institutional Change in the US
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William Ruckelshaus sworn in as first EPA Administrator, 1970
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Institutional Change in the US

@ Let's think a bit about these institutions by focusing on
the environment

@ We see massive change to our formal governmental
institutions in the 1960s and 1970s

@ The creation of the EPA, the Clean Air Act, the Clean
Water Act all changed laws and regulations to protect
the environment

@ Let's work through a bit of the economic theory that
explains why these formal institutions may be needed to
promote efficiency and equity

o We'll consider the case of a negative externality

@ To the document cam for some economics of pollution

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019



Institutional Change in the US
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Institutional Change in the US
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Institutional Change in the US
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Institutional Change in the US

@ So in the case of a negative externality, we get
over-production in the absence of regulation

@ This is inefficient because total surplus is lower than it
could be

@ You could also argue that it is not equitable, consumers
and firms are imposing environmental costs on others

@ Direct regulation can fix the problem by making firms
(or consumers) take into account the externality

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019



Institutional Change in the US

@ The environmental legislation of the 60s and 70s
provided this type of regulation

But is there a role for informal institutions?

This brings us back to our COLL 300 visit
Two things | want you to think about:

e Did social norms need to change before formal
institutions could change?

e Can social norms lead us to efficient outcomes without
formal institutional change?

J. Parman (College of William & Mary) Institutions and Development, Spring 2019 March 22, 2019
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