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Fall 2009

BA 279A

Political Institutions, Business and Public Policy
Instructors

First half: Prof. Ernesto Dal Bó

Second half: Prof. Rui de Figueiredo 

Description

The course will study public policy in its connection with business. Policy is seen as an endogenous outcome of a game where diverse political forces try to shape public decisions to their advantage. The focus is broad, covering both theory and evidence. The aim is to analyze how a wide range of political institutions and processes affect public policy and economic performance. The ultimate goal of the course is to acquaint students with the topics at hand, and to consolidate their control of formal theory and quantitative techniques by discussing their application to the subject.

The course will draw on literature belonging both to economics and political science. That literature relies quite heavily on contract theory and information economics. From an analytical point of view, most issues will relate to problems with cooperation, contracting, and delegation. Our understanding of institutions will hinge upon how they impact on such problems—a viewpoint consistent with the new institutionalism in economics and political science.

The first half of the course will cover collective decision-making, voting, lobbying, theories of influence and corruption control, the efficiency of democracy, electoral discipline and political accountability. Part of our emphasis here will be to understand status quo bias and possible sources of inefficiency in a polity.
The second half of the course will cover issues on legislative bargaining, non-market strategy applications, delay to reform, and conflict in weakly institutionalized environments. We will revisit possible causes of status quo bias and inefficiencies in the political process.
Requirements

When covering theoretical material, the course will make substantial use of calculus and game theory. When covering empirical evidence, discussion will appeal to econometric techniques. Therefore, those without a substantial interest in formal theory and quantitative techniques may find the course a mismatch.

Evaluation

There will be a problem set halfway through the first part, a problem set halfway through the second part, and a paper at the end of the semester.

Location and times

Fridays 2-5, Room C320, Haas School of Business.

BA 279A-Course Schedule

First Half – Ernesto Dal Bó
Week



Topic

1



Spatial voting and legislative institutions

2 


 
Voting institutions, commitment vs flexibility, and gridlock
3



Externalities in voting games
4



The efficiency of democracy

5



Competition and influence

6



Corruption deterrence

7



The electoral control of politicians

Second half – Rui de Figueiredo

8 
Models of Legislative Policymaking.
9
Models of Legislative Policymaking
10
Models of Legislative Policymaking
11
Application: Non-Market Strategy

12
Application: Non-Market Strategy

13
Economic Policymaking


14
Political Competition and Conflict in Weakly Institutionalized Environments

15
Political Competition and Conflict in Weakly Institutionalized Environments


BA 279A-Reading List
· The numbering corresponds to lecture weeks.
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Romer, T. and H. Rosenthal (1978), Political Resource Allocation, Controlled Agendas and the Status Quo, Public Choice, 33, 27-43.

McKelvey, R. (1976), Intransitivities in Multidimensional Voting Models and

Some Implications for Agenda Control, Journal of Economic Theory 12, 472–482.
2.
Voting institutions, commitment vs flexibility, and gridlock

Messner, M. and M. Polborn (2004), Voting on Majority Rules, Review of Economic Studies 71(1), 115-132.
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4.
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Competition and influence
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Dixit, A., G. Grossman and E. Helpman (1997), Common Agency and Coordination: General Theory and Application to Government Policy Making, Journal of Political Economy 105, 752-69.
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Corruption deterrence 

Becker, G. and G. Stigler (1974), Law Enforcement, Malfeasance, and the Compensation of Enforcers, Journal of Legal Studies 3, 1-19.

Cadot, O. (1987), Corruption as a Gamble, Journal of Public Economics 33(2), 223-44.

7.
The electoral control of politicians 

Barro, R. (1973), The Control of Politicians: An Economic Model, Public Choice 14 (September), 19-42.

Ferejohn, J. (1986), Incumbent Performance and Electoral Control, Public Choice 50(1-3), 5-25.

Second Half

8, 9,10.  Models of Legislative Policymaking 
Weingast, B. (1979), A Rational Choice Perspective on Congressional Norms, American Journal of Political Science 23, 245-262.

Baron, D. and J. Ferejohn (1989), Bargaining in Legislatures, American Political Science Review 83 (December), 1181.
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11,12.
Applications to Non-Market Strategy 
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de Figueiredo, R. J. P. Jr. and G. Edwards (2007), Does Private Money Buy Public Policy? Campaign Contributions and Regulatory Outcomes in Telecommunications, Journal of Economics and Management Strategy 16, 547-576 
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13.
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