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Public IV-2: Us Living in an Economic Society — Understanding Conflicts of Interest

Today's Theme: Conflicts of Interest

In this lesson, you will understand the nature of conflicts of interest in society and the mechanisms
used to resolve them.

Key Vocabulary:

Conflict of Interest (F|EX3L - Rigai tairitsu): A situation where the gain of one party

results in a loss for another.

o Interest/ Stakes ()& - Rigai): Composed of Profit (F|#f - Rieki) and Loss (8% -
Songai).

« Market (5 - Shij6): A place where goods and services are bought and sold.

« State/Nation (EIZR - Kokka): A political entity that governs a territory and its people.

« Social Contract Theory (f1=22#%J5% - Shakai keiyaku-setsu): The idea that individuals
consent to surrender some freedoms to a government in exchange for protection of their
remaining rights.

o Public Goods (2Bt - Kokyo-zai): Goods or services provided by the government that
are available to all members of society.

« Redistribution of Income (FTf3DE /B2 - Shotoku no saibunpai): The transfer of income

and wealth from some individuals to others through social mechanisms such as taxation

and welfare.

1. What is a Conflict of Interest?

The term "interest" (rigai) refers to the combination of profit and loss. A conflict of interest occurs
when:

o If Person A gains a profit, Person B suffers a loss.
o If Person A suffers a loss, Person B gains a profit. Since society is a collection of diverse
individuals, various conflicts of interest inevitably arise in daily life and business.

2. How to Resolve Conflicts of Interest

There are two primary methods to resolve these conflicts: through the Market and through the
State.

(@ The Market

The market is the platform where products are traded. It resolves conflicts through two main
features:



1. Price Determination: The price of a product is decided by the balance between Demand
(how much people want it) and Supply (how much is available). This "Market Price" acts as
a signal to balance the interests of buyers and sellers.

2. Freedom of Choice: Individuals are free to buy or not buy a product based on their own
needs. Since transactions are not forced, the market allows people to resolve their needs
through voluntary exchange.

(Balance of supply and demand)
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(@ The State

While the market is effective, it cannot solve every problem. Some issues require the intervention
of the State (Government).

e Social Contract: According to Social Contract Theory, people agree to form a state to
ensure order and resolve conflicts that the market cannot handle alone.

e Provision of Public Goods: The state provides essential services that the private market
might not provide efficiently, such as national defense, police, and infrastructure.

e Redistribution of Income: To resolve the conflict between the wealthy and the poor, the
state collects taxes and provides social security, aiming for a fairer distribution of wealth.



Reflection

« Can you think of a recent conflict of interest you experienced? Was it resolved through a
"market" mechanism (like a price) or a "state” mechanism (like a rule)?

« Why is the "Market Price" considered a tool for resolving conflicts?

o What kind of "Public Goods" do you use in your daily life that the market might fail to
provide?




