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Natural Capital and Sustainable Development
Ma School

Industrial Economics Department of Fudan University

Abstract Market mechanism s efficient and fair in the alocation of private goods The production
and consumption of the private goods need to consume the natural capital  which invisibly extends the
market mechanism to the alocation of the natura capital. Because the natural capital belongs to public
goods and the production and consumption leads to environmental negetive externdlities the market
mechanism can t dlocate the natural capitd efficiently or fairly. The existing socia  economic  and
pditica ingtitutions evaved at a time when natura capital was vast relative to human impacts were rdla
tively small and local . These ingtitutions are nat compatible with the actuality that the natural capita is
scarce relative to gaba and large-scale economic activities. This threatens the sustainable devel gpment.
On this andytical foundation this paper makes pdicy suggestions  such as curbing the impact of busi-
ness advertising green taxes and educational reform  to help us achieve a sustainable future with a
high quality of life for al.
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Product Architecture Cultural Endowment
and Organization of Division of Labor

Zhang Jie

Schod of Economics  Jnan University

Abstract Based on an expansion of the theory of division of labor  this paper intended to tackle
the issue of trade structure in international horizontal specialization so as to shed light on the mechanism
of product choice and supplement the endogenous theories of trade. By considering the effects of bath
product architecture and producer s cultural endowment on the organization of divison of labor  the au-
thor has modeled a framework to account for the mechanism of product choice in the pattern of horizontal
specidization. According to this framework  the optimal structure of the organization of division of labor
is technically determined by product architecture while its selection and evaution will be affected by
producer s cultural endowment. If the cultural endomment of a nation is fit for a given organizationa
structure of labor division this nation will obtain competitive advantages in products fit for this struc-
ture of organization and specialize in producing these products Compared with factor endowment
cultural endomment revedls a stronger feature of stability and unigqueness and thus guarantees more sus-
tainable competitive advantages. Furthermore  relativity of cultural endowment ensures al nations a a
close level of development attain competitive advantages in industries fitting their national cultural en-

dowment.
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The Palitical Economics of Dominant-opinion and the Policy Change Under
the Democratic Centralism

Zhao De-yu

Fudan Universty The Schod of Social Devel opment and Public Pdicy

Abstract This paper puts forward two important models  propositions  based on the study of
the normetive nature and the congtitutional foundation of the economic pdices as well as the study of
the normetive and empirical nature of the democratic centralism The first propasition is that the domi-
nant-opinion of the padicy-makers of government leaders decides the aim and the concrete pdicy ar-
rangement of economic pdicies however whether the aims of economic pdicies can be achieved
depends on the efficiency character of the governance mechanism in particular pdicy situation. Here
the dominant-opinion of the government is defined as the value the thought of efficiency as well as
the corresponding thought theories approved or shared by the overwhelming mgjority of the government
pdicy-meking members. in fact that istosay the belief of the government pdicy thought decides the
concrete or actual arrangements of economic pdicies. The second proposition focuses on the dynamic
pditica economics with regard to the change of economic pdicies The essence of the economic pdlicy
changing process is that economic pdices accompanied with the change of dominant-opinion  adjust
and change continuoudy until the prevaent opinion is in line with the publican opinion and becomes
the common belief of the interrelated industry interest group the public and the government. Thereby

the economic pdicies and the governance mechanism evdve into stable socia economic system

Key Words Democratic Centralism  Ingtitution Evdution  Dominant-opinion
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Long Run Purchasing Power Parity Evidence from South Asa
Li Zhihong

USTC

Abstract Snge time series unit roat tests reveal that amost none of the real exchange rates
between the currencies of South and Southeast Asian countries and the U. S ddlar is stationary during
the 1970—2003 period while singe time series cointegration tests repart that there is no long run coin-
tegrating relationship between amost any of the nominal exchange rates between the currencies of South
and Southeast Asian countries and the U. S ddlar and any of the relevant relative price levels during the
period considered. On the ather hand  panel unit root tests reveal that as to South Asian countries as a
group but nat Southeast or South and Southeast Asian countries as a group are concerned  the red
exchange rate between their currencies and the U. S ddllar is stationary during the period under consid-
eration while panel cointegration tests accounting for the underlying sample variable correlation report
consistent results i. e asto South Asian countries as a group but nat Southeast or South and Southeast
Asian countries as a group are concerned  the nominal exchange rate between their currencies and the
U. S ddlar is cantegrated with the relevant relative price level in the long run. Accordingy athough
the span of time series data is important it does nat seem to be the crucia factor in testing purchasing
power parity theory and long run purchasing power parity can be fundamentally viened as a result of
endogenous econamic convergence. Furthermore  empirical analyses reved that time trend is nat a key
factor in the long run relationship between relevant nominal economic variables Hence if time trend
condtitutes a significant component in the long run movement of a specific economic variable the varia-
ble must embody something redl.

Key Words Pand Data Unit Roat Test Purchasing Power Parity

JEL Classification F31 C15 C23
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Property Rights Arrangements Manager Characteristics
and Firm Efficiency An Empirical Study on
Chinese Manufacturing Industry
Zhao Shiyong

Ingtitute of Economics Chinese Academy of Social Sciences

Abstract  The manager s ability and working incentive are of critical importance to the efficiency
and competitiveness of afirm and the reform of SOEs should first of al solve these two prablems. This
paper utilized the unique dataset of the Center of Microeconomics Ingitute of Economics Chinese
Academy of Socid Sciences  and analyzed the relationship between property rights  manager character-
igtics and firm efficiency. The regression results proved the two hypotheses of the paper one is that the
management selection mechanism of SOEs is inefficient  the other is that the management incentive
mechanism of SOEs is inefficient. The paper shows that these inefficiencies are endogenously determined
by property rights arrangements The implication of the research is that successful SOE reform is to pri-

vatize them

Key Words Property Rights Arrangements Management Selection Mechanism  Management

Incentive Mechanism

JEL Classification L200 L190 L120
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