
Reading for Exam:

Buchannan Article

Chapter 2, 
Pg 9 – 36.  You should know the Prisoner Dilemma models, you can skip the math in parts C*, D* and E* (but know the externality argument for govt.).  The remainder of the chapter is about the Coase theorem, but I think my explanation is much more intuitive.  Know the Coase theorem very well.  I will be putting a numeric example up on my website.
 
Chapter 4, 
Know pages 43 to 49 very well.  Be sure you understand what is going on, I am less interested in math proficiency then in understanding.  Skip B*, but then know everything else well.  Know the “eye” graph well, including how it was derived, and be prepared to explain what is going on in it. Pages 43 to 49, Skip Vernon Smith’s Auction Mechanism, but then know D and E, the optimal Majority, Pages 50-57.  Review this carefully, I went over it quickly in class.

Chapter 5, Know pretty much everything.  You may skip the graph on pg 61 (not covered in class, and not that helpful), but know the other ones.  Know redistribution, cycling, logrolling, agenda setting, etc.  Be ready to do these graphs, and to explain what you are doing.  You are not responsible for the proofs in F, G, and J.  

Chapter 6,  Know as much of chapter 6 as we cover today…..

Chapter 7.  Know the voting systems I covered, you do not have to know the more complex ones (borda count, for example).  Know how they are conducted, and some of the implications of them.

Chapter 8.  Skip

Chapter 9.  after the midterm

Chapter 10 and 11.
Know what I covered in class.  Know the model in part F of chapter 11, you don’t have to be able to prove/derive it, but you should be able to set it up, to know its conclusions, and to explain what is going on in it and what that implies.  all of it.

Chapter 12 Know it, I covered most of it when I covered the median voter model.

Chapter 13.  Know it, but my examples covered most everything in here for now.  We will do more on rent seeking after the midterm.

Study Guide since the Midterm

Chapter 13:  Rent Seeking:  Pages 229-246.  Know this chapter very well.   The Models in part B and C, I did not formally present in class, but be sure to read about them and know the basic dynamics and results of them.   D, E and F I presented, I used different examples than the book does, but read the examples given in the book as well.

Rent Seeking will absolutely be on the exam, so be prepared for it.

Know this very well

Chapter 14:  The Supply of Government
Know the Niskannen model, pages 247 – 259, including the explanation of power.  Read the part on empirical tests (page 259 – 267), but you will not be tested on it, it is just useful for understanding the power maximizing bureaucrat.  I tried to give you other examples in class.

Be sure you know the leviathan model of government, pages 268 – 271, note I gave an expanded version of this in my lectures.  Part G of this chapter 271 -273 is abou dictatorship, I gave you a much more expanded treatment, read this part (it is only three pages) but the more important part is the model I gave you.  I am in the process of rewriting those notes to be more helpful, I should post them soon.

The Growth of Government (Chapter 21)
This is in many ways just an expansion of chapter 13 and 14, now looking at the empirics.  Know the basics of the empirics given from pages 320 to 326.  You DO NOT need to know the redistribution model from 326 to 328, though you should be able to verbally explain the redistribution theory of government growth.  Read through the rest of the chapter, but it mostly just expands upon the notes I gave in class.  

Chapter 16:  The logic of Collective Action
307 -313 is the most important part, but skim over the rest of the chapter – it gives details on some of the attempts at empirical testing that have been made in the past.

The political Business Cycle (chapter 15)
Know pages 277-286 well (don’t worry about the empirical tests, just know the theory).  Also study pages 301 to 306.  I presented the other material in class, but it will not be on the exam.

A Just Social Contract. (chapter 21)  
This is the chapter on Rawles, read as much of it as you can, it is good for you but I will not be directely testing on it. 

Note:  Constitutions and Dictatorship are not in the book.
  


What will be on the test

From before the midterm
Coase Theorem
Median voter model
	Other topics covered from before as well…..

Since the midterm
	Rent seeking
	The paradox of voting






Constitutional Economics (chapter 25 and 26)

Two stages of Government – setting it up, and running it.
	It is conceptually useful to break government out into these two stages

Rawles and the “veil of ignorance”
	What sort of society would people select if they didn’t know who they would be?
		Min-max principle	

James Buchanan on what a Constitution should do
	Rules of the Game
	Limits of Power
	Initial Side-Deals

Individuals Deciding on Support or Not
	The Veil of ignorance (John Rawles)
	Uncertainty over time
	“playing the game”  Fair vs. Certain Outcomes
	
What a constitution should do…..


What a constitution should not do….


What a constitution cannot do…..
		


	
Why don’t politicians listen to economists?
Why do economists assume that home economicus disappears inside the voting booth?
What is the “public good” that everybody is talking about?

Summary of Public Choice economics
	Collective decisions suffer from specific problems
		Transaction costs
Free Riders
		Imperfect or asymmetric decisions
		Institutional differences that actually matter….
		The monopoly of government
		Confusion between public goods and redistribution

Not a unified theory
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