C H Lyttkens, 2007-10-31
Department of Economics
Lund University

Welcome to New Institutional Economics, Course for PhD candidates

The course focuses on fundamentals of how societies function. This is largely determined by the institutional structure that provides “the rules of the game” (North). Following Williamson, we may think of three levels of analysis: 1) the level of fundamental embededness, such as norms, traditions, religion, 2) the formal institutional environment, such as laws, regulations, constitution, and 3) the organisational arrangements, the nature of firms, hierarchies etc  All three levels will be explored in the course. (On a fourth level actual transactions take place; this is the subject of conventional microeconomic analysis.)
The introductory meeting will take place on Wednesday, October 31, at 16.15-17.00 (approx.). At that meeting the contents of the course and the different themes will be briefly presented, including a short discussion on what New Institutional Economics is about. Please let me know if you cannot attend this meeting!
Please note that there will be an external seminar that is highly relevant for the course already on Thursday this week (October 25), please cf. the list of external events below (overleaf).d
Course extent: 7.5 credits (5p in the old system)
Examination: Essay + final seminar. Delivery of essays: Monday 21/1.
Faculty participation: Professor Fredrik Andersson, Dr. Andreas Bergh, Professor Håkan J. Holm, Professor Carl Hampus Lyttkens, Professor Sonja Opper
	New Institutional Economics. Course schedule (preliminary)



	
	Date 
	Time


	Theme
	Faculty

	1
	
	16-17
	Introduction: about the course and about new institutional economics
	All

	2
	Wed 7/11
	16-18
	"Soft" institutions: trust, norms and value structures
	Holm

	3
	Wed 14/11
	16-18


	Sanctions and the stability of institutions
	Bergh

	4
	Wed 21/11
	16-18
	Institutional change, democracy, and economic performance
	Lyttkens

	5
	Wed 28/11
	16-18


	The changing institutions of the welfare state
	Bergh

	6
	Wed 5/12


	16-18
	Transaction costs and the firm
	Andersson

	7
	Wed 12/12
	16-18
	Application of NIE in advanced countries: introducing competition into the electricity market
	Holm

	8
	Wed 19/12
	16-18
	Application of new institutional economics on transition and developing economies (property rights, contract theory etc)
	Opper

	9
	Wed 16/1


	16-18
	Measuring institutions
	Opper

	10
	Mon 28/1 
	14-18
	Final seminar (presentation of essays)
	Lyttkens and Opper

	11
	Tue 29/1 
	8-12
	- “ -
	- “ -


Continued overleaf.
Unless otherwise stated, the lectures/seminars will take place in the seminar room, Department of Economics, EC1. Please note that the doors to the Department normally lock at 16.00. We will try to keep them open, but call me at 0705-140526 if you have a problem getting in.
As previously mentioned, there will be some external events with a high degree of relevance for the course during the course period, cf. the table below.

	New Institutional Economics: External events (preliminary)


	Date


	Time
	Place
	Event
	Title

	Thu 25/10
	16.15
	EC3: 211
	Departmental seminar Elena Paltseva, University of Copenhagen
	Autocracy, Devolution and Growth

	Wed 21/11
	14
	Seminar room, EC1
	Seminar on political economics, Kristin Ekblad and Mattias Bokenblom, Örebro University
	tba

	
	
	
	Axel Dreher, Swiss Federal Institute of Technology
	

	
	
	
	
	




New Institutional Economics: Reading list (* denotes recommended but not compulsory readings)

1. 

*Aoki, M. (2001). Toward a Comparative Institutional Analysis. The MIT Press, 
Cambridge, MA. Ch. 1.
*North, Douglass C. 1990. Institutions, Institutional Change and Economic Performance. New York: Cambridge University Press.

Williamson, O. E. (2000), The New Institutional Economics: Taking stock, looking ahead. Journal of Economic Literature 38, 595-613.
2.

Fehr E. and Gächter, 2000, Fairness and retaliation: the economics of reciprocity, JnlEconPersp., 159-181.
Knack S. and Keefer P., 1997, Does social capital have an economic payoff?, QJE, 1251-1288.
Sobel, J., 2002, Can we trust social capital? JLE, 139-154.
3.
Lecture based on:
Axelrod (1986), An Evolutionary Approach to Norms, The American Political Science Review Volym: 80 Nummer: 4 Sida: 1095-1111

Elinor Ostrom; James Walker; Roy Gardner (1992), Covenants With and Without a Sword: Self-Governance is Possible, The American Political Science Review Volym: 86 Nummer: 2 Sida: 404-417

Lorberbaum, J. (1994), No Strategy is Evolutionarily Stable in the Repeated Prisoner's Dilemma, Journal of Theoretical Biology År: 1994 Volym: 168 Nummer: 2 Sida: 117-130 [ok to skip the proofs!]

Binmore, Ken G. (1998), "The evolution of fairness norms." Rationality & Society År: 1998 Volym: 10 Nummer: 3 Sida: 275-302

Altruistic punishment in humans

Ernst Fehr; Simon Gächter (2002), Nature (London), Volym: 415 Nummer: 6868 Sida: 137-140

For somebody to present:
Bereczkei, Tamas, Bela Birkas och Zsuzsanna Kerekes (2007). “Public charity offer as a proximate factor of evolved reputation-building strategy: an experimental analysis of a real-life situation” Evolution and Human Behavior 28: 277-284.

Barzel, Yoram, Property rights and the evolution of the state, Economics of Governance, 2000, Vol 1(1), 25-51
4.

Acemoglu, D., Johnson, S. & Robinson, J.A. (2001), The colonial origins of comparative development: an empirical investigation. American Economic Review 91, 1369-1401
Acemoglu, Daron, Simon Johnson, James A. Robinson, and Pierre Yared. 2005. Income and Democracy. Discussion Paper Series No. 5273. Centre for Economic Policy Research.

Acemoglu, Daron and James A. Robinson. 2006. The Economic Origins of Dictatorship and Democracy. New York: Cambridge University Press. Ch. 2.
*Engerman, Stanley L., & Sokoloff, Kenneth (2002). Factor endowments, inequality and paths of development among New World economies, Economia 3, 41-109.
Greif,  A. (2006) to be addded
North, Douglass C. 1981. Structure and Change in Economic History. New York: W.W. Norton & Company. Ch. 3.

North, D. C., Weingast, B. (1989). Constitutions and commitment: the evolution of institutions governing public choice in seventh-century England. The Journal of Economic History 49, 803-32.
*Olson, Mancur. [1993] 2000. Dictatorship, Democracy, and Development. Pp. 119-137 in A Not-so-Dismal Science, edited by Mancur  Olson and Satu Kähköhnen. Oxford: Oxford University Press.
5.

Lecture based on:

Bergh, Andreas. 2007. "Institutional competition and the welfare state." in Institutional competition, A. Bergh och R. Höijer (red.). Forthcoming, Edward Elgar.

Curzon Price, Victoria. 2007. "Fiscal competition and the optimisation of tax revenues for higher growth." in Institutional Competition, vol. forthcoming, A. Bergh och R. Höijer (red.): Edward Elgar.

Blomqvist, Paula. 2004. "The Choice Revolution: Privatization of Swedish Welfare Services in the 1990s." Social Policy and Administration 38:139-155.

Brueckner, J. . 2000. "“Welfare Reform and the Race to the Bottom: Theory and Evidence.”" Southern Economic Journal 66:505-25.

Somebody presents Anton, T.J. (1969). “Policy-making and political culture in Sweden”, Scandinavian Political Studies 4: 88-102 [to find this, one must actually walk to the pol sci library, or the library of social and behavioral sciences]

Optional articles for reading and presenting:

Iversen, Torben och Thomas R. Cusack. 2000. "The Causes of Welfare State Expansion: Deindustrialization or Globalization?" World Politics 52:313-349.

Kite, Cynthia 2002. "The globalized, generous welfare state: Possibility or oxymoron?" European Journal of Political Research 41:307-343.

Kumlin, Staffan och Bo Rothstein. 2005. "Making and Breaking Social Capital: The Impact of Welfare-State Institutions." Comparative Political Studies 38:339-365.

Klitgaard, Michael Baggesen 2007. "Why are they doing it? Social democracy and market-oriented welfare state reforms." West European Politics 30:172 - 194.
6.

*Coase, R. (1937). “The nature of the firm.” Economica 4: 386-405.

*Hart. O. and J. Moore (1990). “Property rights and the nature of the firm.” Journal of Political Economy 98: 1119-58.

Holmström, B. (1999). “The firm as a subeconomy.” Journal of Law, Economics and Organization 15: 74-102

Williamson, O. (1985). The Economic Institutions of Capitalism. The Free Press, New York. Ch. 6.

7. 

P. Joskow, 1996, Introducing competition into regulated network industries: from hierarchies to markets in electricity, Industrial and Corporate Change 2, p. 341-381. 

O. Williamson, 1979, Transaction-Cost Economics: The Governance of Contractual Relations, Journal of Law and Economics, p. 233-261.




8.

Djankov, Simon and Peter Murrell. 2002. “Enterprise Restructuring in Transition: A Quantitative Survey.” Journal of Economic Literature, 40:3, pp. 793-837.

McMillan, John and Christopher Woodruff. 2000. “Private Order under Dysfunctional Public Order.” Michigan Law Review, 98, pp. 2421-2458.

Nee, Victor. 1998. “Norms and Networks in Economic and Organizational Performance.” American Economic Review, 88:2, pp. 85-89.

Pistor, Katharina, Yoram Keinan, Jan Kleinheisterkamp, and Mark D. West. 2003. „Evolution of Corporate Law and the Transplant Effect: Lessons from Six Countries.“ The World Bank Research Observer 18(1): 89-112.

9.

Aron, Janine. 2000. “Growth and Institutions: A Review of the Evidence.” World Bank Research Observer, 15:1, pp. 99-135.

Acemoglu, D and S. Johnson. 2005. “Unbundling Institutions,” Journal of Political Economy, 113(5).

World Bank. 2007. Governance Matters 2007. Worldwide Governance Indicators 1996-2006. http://info.worldbank.org/governance/wgi2007/home.htm

World Bank. Investment Climate Survey China. Washington D.C. http://iresearch.worldbank.org/InvestmentClimate/
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PAGE  
3

