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I. EXPLANATION
Author, lecturer: professor Rustem M. Nureev
Class teacher: professor Rustem M. Nureev

Course description
Public Choice is one semester course for forth year students.
The course is taught in English.

Course objectives:

The purpose of the course is to give students a thorough understanding the Public Choice
Theory. This course is devoted to the study basic concepts, public choice in a direct democra-
cy, public choice in a representative democracy, normative and positive Theories of Public
Choice, Constitutional Economics.

The methods and forms of study
The following methods and forms of study are used in the course:
- lectures (3 hours a week);
- classes (1 hours a week, the main problems of home assignments are discussed);
- paper in Russian (1 per semester);
- presentation of paper;
- teachers’ consultations;
- self-study.
In total the course includes 36 hours of lectures, 16 hours of classes. Self-study is the
main method in the course.

II. TEACHING HOURS for TOPICS and ACTIVITIES

Ne | Topics titles Total Contact  hours | Self-
Ne (hours) ie. study
Lectures | Classes

1. Introduction. Basic Concepts 16 6 2 8

2. Public Choice in a Direct Democracy 16 6 2 8

3. Public Choice in a Representative Democ- | 16 6 2 8
racy
Mid-term 2 4

4. Applications of the Theory of Public | 16 6 2 8
Choice

5. Normative Public Choice 16 6 2 8

6. Normative and Positive Theories of Public | 16 6 2 8
Choice Compared
Final exam 6 0 2 4

7. | Total 108 36 16 56

Main reading

The main texts:
1. D.C. Mueller. Public choice III, Cambridge University Press 2003.
2. Reading in Public Sector Economics. Ed. by S. H. Baker, C. S. Elliott. Toronto,1990.
3. Public Goods and Market Failures/ Ed. by T. Cowen. L. 1992.




4. Predicting Politics. Essays in Empirical Public Choice. Ed. by M.Crain and
R.Tollison. Ann Arbor, 1990.

5. J. Buchanan. Economics: between predictive science and moral philosophy. 1987.

6. M. Olson. The Rise and Decline of Nation: Economic Growth, Stagflation and Social
Rigidities. Ann Arbor, 1982.

7. Nozick R. Anarchy, State and Utopia. Basic Books, 1974.

8. Recent articles in “Public Choice”, “Constitutional Political Economy”, “Cato Journal”

and some Russian journals.

9. HypeeB P.M. Teopus obmectBeHHOT0 BhiOOpa. Kypc nekmmii. - M.: I'Y-BIID, 2005.

The main Literature:

Bbriokenen [I:k. M. I'panurst cBoOonel. Mexay anapxueit u Jlesuadanom // (nmepeBon
c auri. ox pea. P.M. Hypeesa). betokenen JI)x.M. Counnenus. M.: Taypyc Anbda, 1997.

Borokenen JI:k. M. KoHCTUTYIIMSI SKOHOMHYECKOUN TOTUTHKY // (IEPEBOJ C aHTII. TIOJT
pen. P.M. Hypeesa). betokenen [[x. M. Counnennsi. M.: Taypyc Anbda, 1997.

berokenen Ix. M., Tanaok I'. Pacuer cornacus. Jlornueckre OCHOBaHMUS! KOHCTUTY-
IIMOHHOW dKOHOMUKH // (TIepeBoa ¢ anri. noa pea. P.M. Hypeesa). bertokenen Ix. M. Coun-
Henus. M.: Taypyc Anbda, 1997.

BanOepr B. "Teopusa nopsiaka" v KOHCTUTYLMOHHas SKOHOMHUKA. - BOMpPOCkl 3KOHO-
MukH, 1995, Ne 12, c. 86-95.

Ouacon M. Jloruka KoJIEKTUBHBIX JecTBHA. OOIIecTBEHHBIE OJ1ara U TEOPHUS TPYIIIL.
— (nepeBop c anri. nox pea. P.M. Hypeesa). M.: ®onn Oxonomudeckoil Muunmatusel, 1995.
[1971].

Tannox I'. Hoselii ¢penepanuct. M.: @oHJ 32 5KOHOMUYECKYIO TPAMOTHOCTb, 1993.

Ippoy K. KomnektuBHbIii BEIOOp ¥ HHAMBUAYATbHBIE IIeHHOCTH. M.: ['Y-BIII3, 2004.

Additional reading

BnusHue u cTpyKkTypHas yCTOMYMBOCTH B poccuiickoM mapinamenre (1905-1917 u
1993-2005 r.), M.: DUSMATIINT, 2007.

Haas P. O nemokparuu. M., Acnekr [Ipecc, 2000.

Ouacon M. Bo3BrlllieHHE W yMagoK HAapoJI0B. DKOHOMHUYECKHH POCT, cTar(ismuus u
conuanbHbIN ckIepo3. — HoBocubupck: IKOP, 1998.

Octpom B. CMmbicn amepukanckoro deaepanu3ma. UTo Takoe camoyIpaBJsionieecs
obmectBo. M.: Apena, 1993.

CooterR. The Strategic Constitution. Princeton. Princeton University Press, 2000.
Drazen A. Political Economy in Macroeconomics. Princeton University Press, 2000.
Gunning P. Understanding Democracy: An Introduction to Public Choice. 2003.

Holcombe R. The Economics Foundations of Government. N.Y. University Press.
1994.

McNutt P.A. The Economics of Public Choice, Edward Elgar, Second Edition, 2002.
Mueller Dennis C. Constitutional Democracy, Oxford University Press, 1996.

Mueller Dennis C. Public Choice III. Cambridge, Cambridge University Press, 2003.



Niskanen W. Policy Analysis and Public Economics, Chaltanham, Edward Elgar.
1998.

Ostrom E. Governing the Commons. N.Y., Cambridge University Press, 1990.

Perspectives on Public Choice: A Handbook, Ed. by Dennis C. Mueller, Cambridge
University Press, 1997.

PerssonT., Tabellini G. Political Economics. Explaining Economic Policy,MIT Press,
2000.

The Elgar Companion to Public Choice. Ed. by W. Shughrat II and L. Rarrolini.
Cheltenhain. Edward Elgar. 2001.

WEB — resourses to the Course

Journals for study the Theory of Public Choice

http://www.cato.org/pubs/pubs.html — “CATO Journal" — cm. Ha cepBepe
“Cato Institute Library"

http://www.wkap.nl/kapis/CGI-BIN/WORLD/Journalhome.htm/1043-4062 —
“Constitutional Political Economy"

http://www.jpfpc.org/index.html - “Journal of Public Finance and Public

Choice"

http://www.wkap.nl/kapis/CGI-BIN/WOPLD/Journalhome.htm?0048-5829 —
“Public Choice"

http://link.springer.de/link/service/journals/00355/index.htm — “Social Choice and
Welfare".

Research centres for study the Theory of Public Choice

http://www.gmu.edu/departments/economics/pubchoic.htm — “Centre for Study of
Public Choice"

http://www.pubchoicesoc.org/ — “Public Choice Society"
http://silver.hgus.gu.se/1998conference/ — “European Public Choice Society"
http://prof.mt.tama.hosei.ac.jp/~kazukuro/index/jpc_en.html — “Japan Public Choice
Society"

http://www.gmu.edu/jbc/index.html - “James M. Buchanan Center for Political
Economy at George Mason University."

Others organizations

http://www.fci.ru - Lentpansuas M3oupartensras Komuccus Poccuiickoit @enepa-

10120
http://www.iet.ru - MTHCTHTYT 3KOHOMUKH TIEPEXOTHOTO ITEPUOIA
http://www.thelockeinstitute.org/public.htm - UactutyT Jlokka
http://www.cato.org - Uactutyt Katona (CILIA)
http://www.agora.stm.it/elections/- DnekTopanbHas CTaTUCTUKAa M KOJUJIEKIUS CChI-

JIOK Ha MTPABUTEILCTBEHHBIC U TIOJUTHYECKHAE CANTHI TIO BCEMY MHPY
http://www.oecd.org — OpraHu3aius SKOHOMHUECKOTO U COITUAILHOTO PA3BUTHUS
http://www.worldbank.org - MupoBoii bank




http://www.ebrd.org - EBponeiickuit bank PexoncTpykiuu u Pazputus

http://www.un.org/Depts/unsd/ - Connanbao-s3xkoHOMHUUeckuit nenaprament OOH,
NOJpa3/IeIeHUe CTATHCTUKU

http://www.cpc.unc.edu/projects/rlms/data/stats.html -YuuBepcuter CeBepHoii Ka-
POJIMHBI, IEHTP JOJITOBPEMEHHOTO MOHUTOPHHTA Poccuu

http://www.freedomhouse.org/ECON/Toc.htm - BcemupHbIiii 0630p 3KOHOMUYECKON
CcBOOOEL.

III. SUMMARY OF THE COURSE

1. Introduction. Basic Concepts

Theory of public choice: subject and approach. Predecessors of present theory of pub-
lic choice (M. de Condorcet, C.L. Dodgson). Role of political philosophy (T. Hobbes, etc.)
and of political researches (J. Madison, A. de Tocqueville) in becoming of the theory. Main
stages of its development. Polemic between K. Arrow and G. Buchanan.

Theories of rational choice — general and particular. Correspondence of theories of
collective, social and public choice. Activities of groups and allocative efficiency.

Public goods and prisoners’ dilemmas. Voluntary provision of public goods with con-
stant return to scale. Voluntary provision of public goods with varying supply technologies.
Externalities. The Coase’s theorem. Externalities with large number of individuals. Allocative
efficiency of redistribution.

2. Public Choice in a Direct Democracy

Choice of voting rule. Unanimity rule. Vernon Smith’s auction mechanism. Criticism
of unanimity rule. The optimal majority. A simple majority as optimal majority.

Majority rule — positive properties. Majority rule and redistribution. Rise of cycling.
Median voter theorem (one-dimensional case). Majority rule and multidimensional issues.
Proof of median voter theorem multidimensional case. Majority rule: equilibria when prefe-
rences are nod defined in spatial terms. Proof of external restriction (majority rule theorem).

Preferences homogeneity and majority rule equilibrium. Logrolling. Logrolling and
cycling. Agenda manipulations. Reasons for stability: voting one dimension at a time. Logrol-
ling: equilibrium problem.

Majority rule — normative properties. May’s theorem of majority rule. Proof of May’s
theorem. Theorem of Rae-Taylor. Assumptions underling the unanimity rule. Assumptions
underling the two rules contrasted the consequences. The consequences of applying the rules
to the ‘wrong’ issues: deciding improvements in allocative efficiency vie majority rule, decid-
ing redistribution by unanimity.

Simple alternatives to majority rules. Alternative voting procedures. Comparison of
procedures (Condorcent efficiency). Comparison of procedures (utilitarian efficiency). The
Borda count. Approval voting. Implications for electoral reforms.

Complicated alternatives to majority rule. Demand-revealing process. Point voting. An
explication of the Holland-Zeckhauser point-voting procedure. Voting by veto. Comparison
of the procedures.

The theory of clubs. Voting-with-the-feet. Global optimality via voting-with-the-feet.
Voting-with-the-feet: empirical evidence. Voluntary associations, allocation efficiency and
distribution equality. The theory of revolution.



3. Public Choice in a Representative Democracy

Two-party competition: deterministic voting. Outcomes under two-party democracy.
Two-party competition in a constrained policy space. Testing of the median voter hypothesis.
Two-party competition: probabilistic voting. Instability with deterministic voting. Equilibria
of probabilistic voting. Normative characteristics of equilibria. Equilibria with interest groups.
Quality of a vote. Empirical models of candidate competition. Multiparty systems. Two views
of representation. Selecting a representative body of representatives. Proportional representa-
tion. Electoral rules and the number of parties. Coalitions formation in multiparty systems.
Political performance and the number of parties.

Political rent-seeking activities. The theory of rent-seeking. Rent-seeking through reg-
ulation. Rent-seeking through tariffs and quotes. Rent-seeking in governmental contracting.
Rent-seeking and the political process. Reforms.

Supply of government output. Uncertainty, information and power. Budget-
maximizing bureaucrat. Extensions of the model. Empirical tests. Government as monopolist.
Government as Leviathan. Autarchic government.

4. Applications of Public Choice Theory

Political competition and macroeconomic performance. The political business cycle.
Ideology and electoral competition. Party ideology and macroeconomic policies. Other policy
variables and ideological goals. Unresolved issues: variables that affect voter decisions and
weight placed by voters on past performance. Cycles and trends.

The logic of collective action. The logic of collective action and macroeconomic per-
formance. The rise and decline of nations. Empirical evidence. Interest groups and stagflation.

The size of government. Explanation for the size and growth of government. Problems
of the federalism.

The paradox of voting. The rational voter hypothesis. The ethical voter hypothesis.
Ethical preferences as selfish behavior. The selfish voter. Normative implications.

5. Normative Public Choice

Real-valued social welfare functions. Axiomatic social welfare functions. Logic of the
proof. Relaxing the postulates. The impossibility of a Paretian liberal. Axiomatic social wel-
fare functions and collective choice.

The social contract. The two principles of justice. Critique of the Rawlsian social con-
tract. Utilitarian contracts. Welfare social function. Political constitution. Alternative axiomat-
ic characterization of social welfare functions. From social welfare function to constitution.

6. Normative and Positive Theories of Public Choice Compared
Redistribution. Normative theories of redistribution. Positive theories of redistribution.

Differences and similarity of normative and of positive theories of redistribution. The evi-

dence: social insurance and social welfare.

Allocation, redistribution and public choice.
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