 Fall 2014
Political Economy for Graduate Students
Instructor: Tianyang Xi
Office: Room 302, National School of Development,
Email: tyxi@nsd.pku.edu.cn
Office Hour: Wednesday 4-6 pm, or by appointment.
This course serves two purposes. First it is intended to help students develop research ideas and write a publishable paper. It also intends to provide an introduction to the concepts and analytic frameworks in the literature of positive political economy. Political economy concerns not only how politics and institutions shape economic policies, but also how institutions interact with, and are determined by economic and social conditions. It produces valuable insights for many other sub-fields, such as macroeconomics, finance, international economics, development economics, and economic history. This course will not be a comprehensive survey of the literature. We will organize topics on governance and institutions, such as political agency, meritocracy, bureaucracy, and decentralization. I should emphasize that while most readings are relatively recent, no concepts and theoretic arguments are entirely "new". Most theoretic arguments have been elaborated by classic authors from Aristotle to Marx. So we stand on the shoulders of giants. Our job is to engineer these notions in different substantive contexts and to present them analytically and empirically. 
Eligibility: To register, students should have taken all mandatory economics courses, or equivalent ones, to the first year graduate students at NSD-CCER. Students without the necessary methodological backgrounds are welcome to audit.
Requirement: The final grade consists of three parts. 
(1) Class turnout (10%). 
(2) Short response papers (20%)— Students should write short review papers (up to three pages) for selective topics, to be submitted by 9AM of Wednesdays.
(3) Presentation of assigned readings (20%). The underlined papers are for presentation. Each presentation should be limited to one hour including Q&A and discussion.
Each review paper and presentation is considered as an assignment. Altogether, students should complete at least a minimum of five assignments. 
(4) A final paper (50%). A research paper (up to 20 pages) is due Febuary 15, 2015. The topic of the final paper should be decided by November 6, 2014. 
A note on the readings: students are supposed to read and study the papers under the section "required reading", “suggested readings” are optional. 
Note on compliance: I will make it a firm rule that all papers MUST BE submitted on time and the delay may incur a penalty on the final grade. 
Schedule of the Course
Week 1: Sep 18, Introduction: States, Markets, and Institutions
Required Readings:
Acemoglu, Daron, Simon Johnson, and James Robinson. 2001. "The Colonial Origins of Comparative Development: An Empirical Investigation." The American Economic Review. 91(5): 1369-1401. 
Przeworski, Adam. 2004. "Institutions Matter?" Government and Opposition. 39(2): 527-540.
Suggested Readings:
Milgrom, Paul, North, Douglass, and Barry Weingast. 1990. "The Role of Institutions in the Revival of Trade: The Law Merchant, Private Judges, and the Champagne Fairs.'' Economics and Politics. 2(1): 1-23.
Lamoreaux, Naomi. 2006. "Did Insecure Property Rights Slow Economic Development? Some Lessons from Economic History." Journal of Policy History. 18(1): 146-164.
Week 2 Sep 25, Political Agency (I)：Basic Framework
Required Readings:
Barro, Robert. 1973. "The Control of Politicians: An Economic Model.'' Public Choice. 14: 19-42.
Maskin, Eric, and Jean Tirole. 2004. "The Politician and the Judge: Accountability in Government.'' The American Economic Review. 94(4): 1034-1054.
Suggested Readings:
Manin, Bernard, Przeworski, Adam and Susan C., Stokes. 1999. "Elections and Representation.'' in Adam Przeworski, Susan, C., Stokes, and Bernard Manin. Eds. Democracy, Accountability, and Representation. Cambridge University Press.
Bidner, Chris and Patrick Francois. 2013. "The Emergence of Political Accountability.'' The Quarterly Journal of Economics, forthcoming.
Week 3 Oct 9, Political Agency (II): Electoral Accountability
Required Readings:
Dal Bo, Ernesto, and Martin Rossi. 2011. "Term Length and the Effort of Politicians." Review of Economic Studies. 78: 1237-63.
Gagliarducci, Stehano and Tommaso Nannicini. 2013. "Do Better Paid Politicians Perform Better? Disentangling Incentives from Selection." Journal of the European Economic Association. 11(2): 369-398.

Suggested Readings:
Achen, Christopher, and Larry Bartels. 2004. "Blind Retrospection Electoral Responses to Drought, Flu, and Shark Attacks." Working paper, Princeton.
Brollo, Fernanda, Tommaso Nannicini, Roberto Perotti, and Guido Tabellini. 2013. "The Political Resource Curse." American Economic Review. 103(5). 1759-96.
Week 4: Oct 16, Political Agency (III): Non-electoral institutions
Required Readings:
Myerson, Roger. 2008. "The Autocrat's Credibility Problem and Foundations of the Constitutional State.'' The American Political Science Review. 102(01): 31-43.

Malesky, Edmund, Abrami, Regina, and Yu Zheng. 2011. "Accountability and Inequality in Single-Party Regimes: A Comparative Analysis of Vietnam and China." Comparative Politics. 43(4): 401-421.

Suggested Reading:
Tsai, Lily L. 2007. "Solidary Groups, Informal Accountability, and Local Public Goods Provision in Rural China.'' The American Political Science Review. 101(2): 355-372.
Persson, Petra, and Ekaterina Zhuravskaya. 2012. "Elite Inﬂuence as a Substitute for Local Democracy:

Evidence from Backgrounds of Chinese Provincial Leaders." Working paper, Stanford.
Week 5: Oct 23, Bureaucracy (I): Meritocracy
Required Readings:
Chan, Jimmy, and Erik Eyster. 2003. "Does Banning Affirmative Action Lower College Student Quality?" The American Economic Review. 93(3): 858-872.
Holthausen, Duncan, and Theofanis Tsoulouhas. 2008. "The Good, the Bad and the Ugly: Agent Behavior and Efficiency in Open and Closed Organizations." Economic Theory. 35(1): 73-97.
Suggested Readings:
王亚南，《中国古代官僚政治制度研究》。
Daniel Bell, 2012. "Political Meritocracy.” Huffington Post.
Xi, Tianyang. 2014. "Meritocracy or Patronage? Internal Conflicts and the Political Control Over Bureaucracy in the Imperial China 1644-1911.” Working paper.
Week 6: Oct 30, Bureaucracy (II): Control over Agents
Required Readings:
Novaes, Walter, and Luigi Zingales. 2004. "Bureaucracy as a Mechanism to Generate Information." The Rand Journal of Economics. 35(2): 245-259.
Prendergast, Canice. 2007. "The Motivation and Bias of Bureaucrats." The American Economic Review. 97(1): 180-196.

Suggested Readings:
Wilson, James. 1989. Bureaucracy: What Government Agencies Do And Why They Do It. Chapter 10-12. Basic Books.
Weingast, Barry, and Mark J. Moran. 1983. "Bureaucratic Discretion or Congressional Control? Regulatory Policymaking by the Federal Trade Commission.'' Journal of Political Economy. 91(5): 765-800.
Iyer, Lakshmi, and Anandi Mani. 2012. "Traveling Agents: Political Change and Bureaucratic Turnover in India.'' The Review of Economics and Statistics. 94(3): 723-739.

Week 7: Nov 6, Bureaucracy (III): Organizational Form
Required Readings:
Maskin, Eric, Qian, Yingyi, and Chenggang Xu. 2000. "Incentives, Information, and Organizational Form." The Review of Economic Studies. 67(2): 359-378.
Dessein, Wouter, Galeotti, Andrea, and Tano Santos. 2013. "Rational Inattention and Organizational Focus." Working paper. Columbia University.
Suggested Readings:
Aghion, Philippe, and Jean Tirole. 1997. "Formal and Real Authority in Organizations.'' Journal of Political Economy. 105(1): 1-29.

Xu, Chenggang. 2011. "The Fundamental Institutions of China's Reforms and Development.'' Journal of Economic Literature. 49(4): 1076-1151.
Week 8: Nov 13, Governance (I): Federalism
Required Readings:
De Figueiredo, Rui J. P., and Barry Weingast. 2005. "Self-Enforcing Federalism.'' Journal of Law, Economics and Organization. 21(1): 103-135.

Callander, Steven, and Bard Harstad. 2013. "Experimentation in Federal Systems." NBER working paper. 

Suggested Readings:
Montinola, Gabriella, Qian, Yingyi, and Barry Weingast. 1996. "Federalism, Chinese Style: The Political Basis for Economic Success." World Politics. 48(1): 50-81.

Cai, Hongbin and Daniel Treisman, 2006. "Did government decentralization cause China's economic Miracle?" World Politics. 58(4): 505-535.
Week 10: Nov 20, Governance (II): State capacity
Required Readings:
Arias, Luz Marina. 2013. "Building Fiscal Capacity in Colonial Mexico: From Fragmentation to Centralization." Journal of Economic History. 73(3): 662-693.
Acemoglu, Garcia-Jimeno, Robinson, "State Capacity and Economic Development: A Network Approach." NBER working paper.
Suggested Readings:
Desch, Michael. 1996. "War and Strong States, Peace and Weak States?" International Organization. 50(2): 237-268.
Besley, Timothy, and Torsten Persson. 2010. "State Capacity, Conflict, and Development." Econometrica. 78(1): 1-34.

Week 11: Nov 27 Governance (III): Corruption and Shadow Economy
Required Readings:
Banerjee, Abhijit, Rema Hanna, and Sendhil Mullainathan. 2012. "Corruption." Working paper. MIT. 
La Porta, Rafael, and Andrei Shleifer. 2008. "The Unofficial Economy and Economic Development." Brookings Papers on Economic Activity. 47(1): 123-35.
Suggested Readings:
Golden, Miriam, and Eric Chang. 2001. "Competitive Corruption: Factional Conflict and Political Malfeasance in Postwar Italian Christian Democracy.'' World Politics. 53(4): 588-622.

Kunicova, Jana, and Susan Rose-Ackerman. 2005. "Electoral Rules and Constitutional Structures as Constraints on Corruption.'' British Journal of Political Science. 35(4): 573-606.

Week 12-13 are tentative topics. The other two candidates are "Income Distribution" and "Conflict Resolution." This is to be decided at the second week of the class.
Week 12: Dec 4, Economic History (I): Long-term Dynamics
Required Readings:
Przewrski, Adam. 2008. "The Mechanics of Regime Instability in Latin America." Journal of Politics in Latin America. 1 (1): 5-36.
Voigtlander, Nico, and Hans-Joachim Voth. 2013. "The Three Horsemen of Riches: Plague, War, and Urbanization in Early Modern Europe." Review of Economic Studies. 80(2): 774-811.

Suggested Readings:
Page, Scott. 2006. "Path Dependence." Quarterly Journal of Political Science. 1: 87–115.
Week 12: Dec 11 Economic History (II): Structural Change 
Required Readings:
Kline, Patrick, and Enrico Moretti. 2014. "Local Economic Development, Agglomeration Economies, and the Big Push: 100 Years of Evidence from the Tennessee Valley Authority." Quarterly Journal of Economics. forthcoming.
Cheremukhin, Anton, Mikhail Golosov, Sergei Guriev, Aleh Tsyvinski. 2014. "The Economy of People’s Republic of China from 1953." Working paper.
Suggested Readings:
Debowicz, Dario, and Paul Segal. 2014. "Structural Change in Argentina, 1935–1960: The Role of Import Substitution and Factor Endowments." Journal of Economic History. 74(1): 230-258.
Week 12: Dec 18 Student workshop/optional topics
Week 13: Dec 25 Student workshop/optional topics
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