TOPICS IN POLITICAL ECONOMY
Universita della Svizzera Italiana, June 2012

The course is taught jointly by Vincenzo Galasso (VG) and Tommaso Nannicini (TN).

The goal of the course is to discuss current topics in political economics, both from a theoretical and from
an empirical perspective. This means to study the formation of economic policy from a positive, rather
than a normative, point of view. Thus, we will address questions such as: What are the political and
institutional determinants of fiscal and economic policy in modern democracies? Which features of
political institutions are more likely to foster economic development? Why are seemingly inefficient
public policies preserved over time, and what can be done to overcome opposition to reform? Is the
quality of politicians relevant for economic outcomes, and—if yes—how can we improve political
selection? What institutional, monetary and social factors influence the behavior of elected officials? How
do voters respond to information provided by the media and by political candidates? We will also discuss
issues related to the role of institutions and culture in affecting policy making.

Main reference: Persson-Tabellini, Political Economics: Explaining Economic Policy, MIT Press, 2000
(paperback edition) (PT henceforth)

1) Tools of Political Economics: Voting Models (VG)

= (*) PT, chapter 2.

=  Ordeshook, “Game Theory and Political Theory”, Cambridge University Press 1986. ch.2, 4

= Lindbeck, A., and J. W. Weibull (1987) “Balanced-Budget Redistribution as the Outcome of
Political Competition”, Public Choice.

= Shepsle, K. (1979) “Institutional Arrangements and Equilibrium in Multidimensional Voting
Models”, American Journal of Political Science.

= Baron, D., and J. Ferejohn (1989) “Bargaining in Legislature”, American Political Science
Review.

= Besley, T., and S. Coate (1997) “An Economic Model of Representative Democracy”, Quarterly
Journal of Economics.

=  Osborne, M., and A. Slivinski, (1996) “A Model of Political Competition with Citizen-
Candidates”, Quarterly Journal of Economics

= PT (2000), Ch. 7.3 and 7.5

= Becker, G. (1983) “A Theory of Competition among Pressure Groups for Political Influence”,
The Quarterly Journal of Economics, 98: 371-400.

= Becker, G. (1985) “Public Policies, pressure groups and deadweight costs”, Journal of Public
Economics, 28: 330-47.

=  Grossman, G., and E. Helpman (1994) “Protection for Sale” American Economic Review 84:
833-50

= Olson, M. (1965) “The logic of collective action” Cambridge: Harvard University Press.

2) Redistributive Politics (VG)

= (*) PT, chapter 6.

= (¥) Meltzer, A., and S. Richard, (1981) “A Rational Theory of the Size of Government,” Journal
of Political Economy, 89, 914-927.

= Austen-Smith, D. (2000), “Redistributing Income under Proportional Representation”, Journal
of Political Economy, 108, 1235-1269.

= Krusell, P., and J.V. Rios Rull (1999), “On the Size of the US Government: Political Economy in
the Neoclassical Growth Model”, American Economic Review, 89, 1156-1181.

=  Lindert, P. (1996), “What Limits Social Spending?” Explorations in Economic History, 33, 1-34.

= (¥) Galasso, V. and P. Profeta (2002), “The political economy of social security: A survey”,
European Journal of Political Economy, 18, 1-29.

= Boldrin, M. and A. Rustichini (2000) “Equilibrium with Social Security”, Review of Economic
Dynamics, 3, 41-78.



3)

4)

= (¥) Boeri, Boersch-Supan, and Tabellini (2002), “Pension Reforms and the Opinion of European
Citizens”, American Economic Review Paper & Proceedings.

= Cooley T.F., and J. Soares, (1999) “A positive theory of social security based on reputation”
Journal of Political Economy, 107, 373-388.

= Casey B. Mulligan & Ricard Gil & Xavier Sala-i-Martin, 2010. "Social Security and
Democracy," The B.E. Journal of Economic Analysis & Policy.

= Galasso, V. (2006) “The Political Future of Social Security in Aging Societies”, The MIT Press.

=  Benabou, Roland and Efe Ok, 2001, “Social Mobility and the Demand for Redistribution,”
Quarterly Journal of Economics. 116, 447-487.

= Alesina, Alberto and George-Marios Angeletos, 2005, “Fairness and Redistribution: US versus
Europe,” American Economic Review, 95(4), 960-980.

=  Benabou, Roland and Jean Tirole, 2006, “Belief in a Just World and Redistributive Politics,”
Quarterly Journal of Economics, 121, 699-746.

= J.I. Conde Ruiz and V. Galasso (2003) “Early Retirement”, Review of Economic Dynamics, 6,
12-36.

= J.I. Conde Ruiz and V. Galasso (2003) “Macroeconomics of Early Retirement”, Journal of
Public Economics, 88, 1849-1869.

= Hassler, J., Rodrigugez Mora, J.V., Storesletten, K., and Zilibotti, F. (2003), “The Survival of the
Welfare State”, American Economic Review, 93, 87-112.

Growth, Economic Policies, and Institutions (VG)

=  PT (2000), chapter 14.

= (¥*) G. Tabellini, (2005) The role of the state in economic development, Kyklos

= Alesina, A., and D. Rodrik (1994) “Distributive Politics and Economic Growth”, Quarterly
Journal of Economics

= Perotti, R. (1996) “Growth, Income Distribution and Democracy: What the Data Say”, Journal
of Economic Growth.

= Krusell, P., V. Quadrini, and J.V Rios-Rull (1997), “Politico-Economic Equilibrium and
Economic Growth”, Journal of Economic Dynamics and Control.

= (*)Persson, T., and G. Tabellini (1994) “Is Inequality Harmful for Growth?”, American
Economic Review.

= Saint Paul, G., and T. Verdier (1993) “Education, Democracy and Growth” Journal of
Development Economics

= Banhabib, J., and A. Rustichini (1996) “Social Conflict and Growth”, Journal of Economic
Growth.

= Benabou, R., (2005) “Inequality, Technology, and the Social Contract”, Handbook of Economic
Growth, P. Aghion and S. Durlauf, eds., North-Holland.

= (*) Acemoglu, D., S. Johnson and J. Robinson (2001) “The Colonial origins of Comparative
Development: An Empirical Investigation” American Economic Review, 91: 1369-1401.

= (¥*) Acemoglu, D. and J. Robinson (2000) “Political Losers as a Barrier to Economic
Development” American Economic Review Papers and Proceedings, 90: 126-130.

= (¥*) Acemoglu, D. and J. Robinson (2006) “Economic Backwardness in Political Perspective”
American Political Science Review

= Shleifer, A., and R. Visnhy (1992) “Corruption” Quarterly Journal of Economics, 108: 599-618.

= Paulo Mauro (1995) “Corruption and Growth” Quarterly Journal of Economics, 110: 681-713.

= Acemoglu, D. and J. Robinson (2001) “A Theory of Political Transition” American Economic
Review, 91: 938-963.

= (¥*) Acemoglu, D. and J. Robinson (2000) “Why did the west extend the franchise? Growth,
Inequality and Democracy in Historical Perspective” Quarterly Journal of Economics, 115:
1167-1199.

= Lizzeri, A. and N. Persico (2004) “Why did the elites extend the suffrage? Democracy and the
scope of the government” Quarterly Journal of Economics, 119: 707-765.

= Glaeser, Edward L., Rafael La Porta, Florencio Lopez-de-Silanes and Andrei Shleifer, 2004, “Do
Institutions Cause Growth?” Journal of Economic Growth, 9(3), 271-303.

The «Credibility Revolution» Goes to Empirical Political Economics (TN)



3)

6)

7)

Angrist, J.D. and S. Pischke (2010), "The Credibility Revolution in Empirical Economics: How
Better Research Design is Taking the Con out of Econometrics," Journal of Economic
Perspectives, 24(2), 3-30.

Angrist, J.D. and S. Pischke (2009), Mostly Harmless Econometrics, Princeton University Press,
chapters 3, 4, and 5.

Lee, D.S. and T. Lemieux (2010), "Regression Discontinuity Designs in Economics," Journal of
Economic Literature, 48(2), 281-355.

Do Politicians Respond to Incentives?
The Elusive Quest for Political Accountability (TN)

(*) Gagliarducci, S. and T. Nannicini (2013), "Do Better Paid Politicians Perform Better?
Disentangling Incentives from Selection," Journal of the European Economic Association.

(*) Ferraz, C. and F. Finan (2009), "Motivating Politicians: The Impacts of Monetary Incentives
on Quality and Performance," NBER Working Paper.

(*) Ferraz, C. and F. Finan (2011), "Electoral Accountability and Corruption: Evidence from the
Audit Reports of Local Governments," American Economic Review, 101, 1274-1311.

Lee, D.S., E. Moretti, and M.J. Butler (2004), "Do Voters Affect or Elect Policies? Evidence
from the U.S. House," Quarterly Journal of Economics, 119, 807-859.

Gagliarducci, S., T. Nannicini, and P. Naticchioni (2011), "Electoral Rules and Politicians'
Behavior: A Micro Test," American Economic Journal: Economic Policy, 3(3), 144-174.
Ferreira, F. and J. Gyourko (2009), "Do Political Parties Matter? Evidence from U.S. Cities,"
Quarterly Journal of Economics, 124(1), 349-397.

Pettersson-Lidbom, P. (2008), "Do parties matter for economic outcomes? A regression-
discontinuity approach," Journal of the European Economic Association

Besley and Case (1995), "Does Electoral Accountability Affect Economic Policy Choices?
Evidence from Gubernatorial Term Limits," Quarterly Journal of Economics, 769-798.

Who Gets on Top, and Why?
The Determinants and Consequences of Political Selection (TN)

(*) Besley, T. (2005), "Political Selection," Journal of Economic Perspectives, 19, 43-60.

(*) Jones and Olken (2005), "Do Leaders Matter? National Leadership and Growth Since World
War I1," Quarterly Journal of Economics, 835-864.

(*) Galasso, V. and T. Nannicini (2011), "Competing on Good Politicians," American Political
Science Review, 105(1), 79-99.

Brollo, F., T. Nannicini, R. Perotti, and G. Tabellini (2013), "The Political Resource Curse,"
American Economic Review.

Caselli, F. and M. Morelli (2004), "Bad Politicians," Journal of Public Economics, 88, 759-82.
Gagliarducci, S., T. Nannicini and P. Naticchioni (2010), "Moonlighting Politicians," Journal of
Public Economics, 688-699.

Dal Bo, Dal Bo and Snyder (2009), "Political Dynasties," Review of Economic Studies, 115-142.

It's the Information, Stupid!
The Role of Voters' Information Set (TN)

(*) Ferraz, C. and F. Finan (2008), "Exposing Corrupt Politicians: The Effects of Brazil’s
Publicly Released Audits on Electoral Outcomes," Quarterly Journal of Economics, 703-745.

(*) Gentzkow, Shapiro, and Sinkinson (2011), "The Effect of Newspaper Entry and Exit on
Electoral Politics," American Economic Review, 2980-3018.

(*) Kendall, C., T. Nannicini, and F. Trebbi (2013), "How Do Voters Respond to Information?
Evidence from a Randomized Campaign," NBER working paper.

Olken, B. (2007), "Monitoring Corruption: Evidence from a Field Experiment in Indonesia,"
Journal of Political Economy, 115(2).

DellaVigna, S. and E. Kaplan (2007), "The Fox News Effect: Media Bias and Voting,"
Quarterly

Journal of Economics, 122, 1187-1234.



