Economics of Institutions- Econ 300-001 

Fall 2010
Registration Number- 80782

Instructor: Bob Subrick

Class Time: Monday/Wednesday/Friday, 11:15 PM – 12:05 PM

Location:  Zane Showker Hall G4
Office Hours:  The best way to contact me is by email at subricjr@jmu.edu.  My office is in Zane Showker 447.  My office hours are Monday and Wednesday, 12:30 – 3:00 p.m. but you can also schedule an appointment or just drop by and see if I am available.  If you schedule a meeting with me, please show up for the meeting!  If you must cancel, please contact me in advance or within a few minutes of not arriving.  Failure to provide prior notice if you will not make an appointment will result in a five point reduction in your final grade.  You do not need an appointment to come to office hours with questions.  Also, my office phone number is 540-568-3096.

Course Objective: The central problem to be addressed in class is that of the institutional underpinnings of a market economy.  My purpose is to give the student a clear understanding of the institutional preconditions of exchange and contracting among economic agents.  We will focus on the institutional environment, the background constraints, or "rules of the game," that guide individuals' behavior.  These can be both formal, explicit rules (constitutions, laws, property rights) and informal, often implicit rules (social conventions, norms). Business firms, long-term contracts, public bureaucracies, nonprofit organizations, and other contractual agreements are examples of institutional arrangements.

We will focus on the concept of institutions and of institutionalism in economic thought and practice.  The first part of the course will examine the “old” institutional economics associated with Thorstein Veblen, Wesley Mitchell and John Commons.  The second part of the course examines the "new institutional economics" exemplified by the works of R.H Coase, Yoram Barzel, and Douglass North. 

Format of the Class: I will lecture on the assigned material and lead the discussions.  I reject the mental transfer model of higher education, where my task is to transfer some of the contents of my mind onto yours. I embrace instead a joint inquiry model, where each of us is trying to expand our knowledge about a subject of common interest.  My approach is best described as a combination of congenial tough love with a small amount of random error.  

Primary Texts: 

1. R.H. Coase. The Firm, the Market, and the Law

2. Yoram Barzel. Economic Analysis of Property Rights

3. Douglass North. Institutions, Institutional Change, and Economic Performance

4. James Scott. The Art of Not Being Governed

The books are available in the JMU bookstore as well as through Barnes & Nobles and Amazon.

Grading: Your grade will be based on four components:

1. Two take home essays, equally weighted (40 %)

2. Class participation (20 %)  

3. One critical book review (20 %)

4. Final Exam (20 %)

Take Home Essays:

Upon completion of parts one and two, you will answer a question regarding the differences between institutionalism and what you learned in your principles of microeconomics class.  Due dates will be announced in class and on Blackboard.  Late essays will not be accepted.  
Critical Book Reviews:

You will write one critical book reviews this semester.  It is due December 10 before the beginning of class, is a critical review of James Scott’s The Art of Not Being Governed. 

The review is to be approximately 7 to 10 double‐spaced pages in length. Margins should be 1 inch, and font should be 12 point.  Your review is to be submitted to me via e‐mail.  No late submissions will be accepted.  If you turn in your book review late, you will receive a 0. 

The purpose of the reviews is for you to critically review the assumptions, theories, and recommendations contained in each book. You should make extensive use of the readings to question these assumptions, provide alternative theories, or alternative recommendations.  In addition, you should bring in a fresh and original perspective based on your own thoughts, experiences, or outside readings.

You will be evaluated most of all on the quality and originality of your argument.  You can assume your reader has read the book and the course readings, and so you should spend a minimum of time summarizing arguments or material.  This is not a book report, and you will not be rewarded for summarizing content.  On the contrary, you will be penalized for only summarizing the book.

Class participation:

You will begin with 60 points.  You will have the opportunity to earn points in each class.  Earning points will result from (1) demonstrating leadership, (2) demonstrating self-respect and respect for your classmates by arriving on time, always preparing the assigned material, and in general conducting yourself in a way that benefited the class’s ability to learn, (3) and regularly contributing voluntarily to class discussions and those contributions were positive and valuable.  

Reasons that you will lose points include (1) you are physically present but intellectually absent, (2) arrive late or do not attend class, (3) come unprepared,  (4) gave other signs that your classmates’ learning environment were not valuable to you,  (5) rarely took part in class discussions, make contributions that are not valuable or positive, (6) spent time texting, tapping away on your laptop or playing with other prohibited devices, or (7) do not appear care what was going on around.

Final Exam:  The final exam will be a take-home exam.  The due date will be announced in class and posted on Blackboard.  It will focus on part three of the course.  

Attendance: There is no required attendance policy but missing classes will adversely affect your grade.

Inclement Weather:  Here is JMU’s policy http://www.jmu.edu/JMUpolicy/1309.shtml.  If a class is cancelled, we will make it up on the scheduled day and time.

Honor Code:  James Madison University has a rigorous Honor Code.  Please consult the student handbook (available at: http://www.jmu.edu/honor/code.shtml) to review the applicable policies related to the Honor Code.  Obviously, absolutely no cheating – of any kind – will be tolerated and will be dealt with as outlined in the student handbook.

Policy regarding technology that transmits information (laptops, cell phones, iphones, blackberries, etc.) :

Use of laptops, cell phones, iphones, blackberries, etc. are prohibited in the classroom.  You will be asked to leave the class if you receive any calls or use your cell phone, iphone, etc. for any reason (including text messaging) and you will lose five points on your final grade.  Exceptions may be made only if you discuss your situation with me prior to the start of that day's class, in this case, your cell phone must be set to vibrate/silence.

Readings (Tentative and Subject to Change):
Part One- Introduction and the Old Institutional Economics

1. Introduction

2. Review Basic Microeconomics

3. Thorstein Veblen, “The Place of Science in Modern Civilization” [available on Blackboard]

4. Thorstein Veblen, “Conspicuous Consumption” [available on Blackboard]

5. Thorstein Veblen, “The Instinct of Workmanship” [available on Blackboard]

6. Wesley Mitchell, “Making Goods and Making Money” [available on Blackboard]

7. Wesley Mitchell, “ The Role of Money in Economic History” [available on Blackboard]

8. John M. Clark, “Toward a Concept of Workable Competition” [available on Blackboard]

9. Warren Samuels, “The Legal-Economic Nexus” [available on Blackboard]

Part Two-  The New Institutional Economics- Microeconomics

10. R.H. Coase, “The Nature of the Firm”

11. F.A. Hayek, “The Use of Knowledge in Society” [available on Blackboard]

12. Harold Demsetz, “Information and Efficiency: Another Viewpoint” [available on Blackboard]

13. R.H. Coase, “The Problem of Social Cost”

14. Yoram Barzel, EAPR, Chapter 1

15. Yoram Barzel, EAPR, Chapter 2

16. Yoram Barzel, EAPR, Chapter 3

17. Yoram Barzel, EAPR, Chapter 4

18. Yoram Barzel, EAPR, Chapter 5

19. Yoram Barzel, EAPR, Chapter 6

20. Yoram Barzel, EAPR, Chapter 7

21. Yoram Barzel, EAPR, Chapter 8

22. Yoram Barzel, EAPR, Chapter 9

23. Yoram Barzel, EAPR, Chapters 10-11

24. R.H. Coase, “The Marginal Cost Controversy”

25. R.H. Coase, “The Lighthouse in Economics”

26. Harold Demsetz, “Toward a Theory of Property Rights II” [available on Blackboard]

Part Three- The New Institutional Economics- Macroeconomics

27. Douglass North, IICEP, Chapters 1-2

28. Douglass North, IICEP, Chapters 3-4

29. Douglass North, IICEP, Chapters 5-6

30. Douglass North, IICEP, Chapters 7-8

31. Douglass North, IICEP, Chapters 9-10

32. Douglass North, IICEP, Chapters 11-12

33. Douglass North, IICEP, Chapters 13-14

34. Rafael La Porta et al, “Economic Consequences of Legal Origins” [available on Blackboard]

35. Rafael La Porta et al, “Economic Consequences of Legal Origins” [available on Blackboard]
36. Simeon Djankov et al, “The New Comparative Economics” [available on Blackboard]
37. Elinor Ostrom, “Collective Action and the Evolution of Norms” [available on Blackboard]
38. Douglass North, Understanding the Process of Economic Change, Chapters 2-3 [available on Blackboard]

39. Douglass North, Understanding the Process of Economic Change, Chapter 5 [available on Blackboard]

40. R.H. Coase, “The Institutional Structure of Production” [available on Blackboard]
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