Institutions and Development: state, market and communities 

CEU Department of Political Science, MA

Fall 2007
Instructor: Anil Duman

Time: Tue: 11:00-15:10
Office Hours: Mon-Tue: 16:00-17:00
Course Objectives

This course will explore the field of development economics and the role of institutions in economic development. We will begin by investigating the effect of institutions on development in general, and then move onto a range of specific insitutions and their linkages to economic success or failure. Economic performance is strongly dependent on the economic policies selected and on the manner in which these policies are implemented by government agencies. Performance is also affected by property rights and contract enforcement mechanisms in the business community and by patterns of participation in community organizations. These and other institutional arrangements as well as the determinants and consequences of international differences in economic and political institutions are analyzed in this course.
Additional topics include the effects of democratic political institutions on economic performance, the determinants of success or failure in community organization, the institutional challenges facing developing countries.
Assignments 


There will be bi-weekly presentations related to the readings assigned in those weeks. Each presentation will revolve around three or four main questions that deal primarily with themes from the immediately preceding section of the course. The questions may, however, require that you draw connections to readings assigned during earlier sections. In addition, there is a midterm exam, which will be in take home style and a final paper. The most important point about presentations for the course is that they must contain your own ideas and conclusions you draw from the course material. Additionally, there is a take-home midterm examination and a final paper.
Grading
Class participation will count for 10% and problem sets will count for 10% each of your grade for the course. Midterm exam will count for another 30% of your grade for the course. And finally, the term paper will count for 30%. The grades won’t be based on a curve.

Participation:
10%

Presentations:
20%

Midterm Exam:
30%

Final Paper:
40%
Coordinates:


You can contact me via email (dumana@ceu.hu) at all times and I will try to respond as soon as possible. Also, I will hold regular office hours. Additional meetings could be arranged depending on a mutually convenient time. 

Readings
1. Institutions and Development

Required

· *Keefer, P.; Shirley, M., (2000), “Formal versus Informal Institutions in Economic Development”, in Institutions, Contracts, and Organizations, ed by Claude Ménard, Cheltenham, Edward Elgar, chapter 10.

· *Shirley, Mary M., (2003), “What Does Institutional Economics Tell Us About Development?”, Paper Presented at ISNIE, 2003, Budapest.

· *Adam Przeworski. 2004. “Institutions Matter?” Governance and Opposition 39,4, 527-540. 

Recommended

· Bardhan, P., (2000), “The Nature of Institutional Impediments to Economic Development”, in A Not-So-Dismal Science: a Broader View of Economies and Societies, Oxford, chapter 10.

· Jutting, J., (2003), “Institutions and Development: a critical review”, OECD, Working Paper No: 210
· North, Douglas and Barry Weingast, “Constitutions and Commitment: The Evolution of Institutions Governing Public Choice in Seventeenth Century England, Journal of Economic History 49(4), 1989, 803-32.
2. State and Development 

Required

· *Wade, R. (1990) Governing the Market: Economic Theory and the Role of Government in East Asian Industrialization

· *Anne, Krueger, (1990), “Government Failures inDevelopment,” Journal of Economic Perspectives 4(3): 9-23. 
Recommended

· Killick, T. (1989), A Reaction Too Far: Economic Theory and the Role of the State in Developing Countries

· Jonathan Krieckhaus (2002), “Reconceptualizing the Developmental State: Public Savings and Economic Growth”, World Development, Vol. 30 (10)
· K.S. Jomo, (2002), “Rethinking the role of government policy in Southeast Asia,” in Joseph E. Stiglitz and Shahid Yusuf eds., Rethinking the East Asia Miracle
3. Governance 

Required

· *P. Bardhan, (2002), “Decentralization of Governance and Development” U. Of California-Berkeley WP. 
· *Robert Picciotto, “Putting institutional economics to work: from participation to governance,” in Christopher Clague ed., Institutions and Economic Development: Growth and Governance in Less Developed and Post-Socialist Countries, pp. 343-367. 

Recommended

· The World Bank, Governance and Development, (Washington, D.C.: The World Bank, 1992)
· W. Lazonick, (2006), “Corporate Governance, Innovative Enterprise and Economic Development”, WIDER Working Paper.
· Mamadou Dia, A Governance Approach to Civil Service Reform in Sub-Saharan Africa, Technical Paper No. 225
4. Markets and Development

Required

· *K. Bayliss, (2000), “The World Bank and Privatisation: a flawed development tool”, PSIRU, Working Paper. 

· *Cernat, L., (2002), “Institutions and Economic Growth: which model of capitalism for Central and Eastern Europe?”, Journal for Institutional Innovation, Development and Transition, Vol 6. 
Recommended

· Alan Hughes and Ajit Singh, (1991), “The World Economic Slowdown and the Asian and Latin American Economies: A Comparative Analysis of Economic Structure, Policy, and Performance,” Tariq Banuri, Economic Liberalization: No Panacea

· Barbara Evers, (1995), “Trade Liberalization and Employment in Indonesia,” in Oliver Morrissey and Frances Stewart (eds.), Economic and Political Reform in Developing Countries, pp. 172-199
5. Property rights: the variety of property rights and their economic consequences
Required

· * Yoram Barzel, 1997, Economic Analysis of Property Right (2nd edition).  Cambridge University Press.
· *Kathryn Firmin-Sellers.  The Politics of Property Rights. American Political Science Review 89 (4) 867-881.
· *Riker, W. and I. Sened, 1996, “A Political Theory of the Origin of Property Rights: airport slots”, in Alston et al., Empirical Studies in Institutional Change.

Recommended

· Armen A. Alchian, “Some Implications of Recognition of Property Rights Transaction Costs”, in Svetozar Pejovich, ed., 1997, The Economic Foundations of Property Rights, Edward Elgar.
· Christopher Clague, Phillip Keefer, Stephen Knack, and Mancur Olson, 1997, “Institutions and Economic Performance: Property Rights and Contractual Enforcement., in Cristopher Clague, ed,. Institutions and Development. Growth and Governance in Less-Developed and Post-Socialist Countries. Johns Hopkins U. Press
· Douglass North, “Institutions, Economic Growth and Freedom: An Historical Introduction, in in Svetozar Pejovich, ed., 1997, The Economic Foundations of Property Rights, Edward Elgar.
6. International Institutions and Development

Required

· *Bird, G., (2004), “Growth, Poverty and the IMF”, Journal of International Development, 16, 621-636. 

· *Gore, C., (2000), “The rise and the fall of Washington consensus as a paradigm for developing countries”, World Development
· *Stiglitz, J., (2002), “Globalization and the logic of international collective action: re-examining the Bretton Woods institutions”, in Nayyar, D (ed.), Governing Globalization: issues and institutions.

Recommended

· Coleman, M., (2002), “Thinking about the World Bank’s ‘accordion’ geography of financial globalization”, Political Geography
· You Jong-Ill., (2002), “The Bretton Woods Institutions: evolution, reform, and change”, in Nayyar, D (ed.), Governing Globalization: issues and institutions.

· Wade, R., (2001), “Making the World Development Report 2000: attacking poverty”, World Development 

7. The Global Social Contract, Global Governance and Global Public Goods 
Required

· *Dervis, Kemal with Ceren Ozer. 2004. A Better Globalization. Legitimacy, Governance, and Reform. Washington, DC., 

· *Birdsall, Nancy. 2002. “Asymmetric Globalization: Global Markets Require Good Global Politics.”

Recommended

· Rajan, Raghuram G. and Arvind Subramanian. “What Undermines Aid’s Impact on Growth?”, IMF Working Paper 05/126. 
· Azariadis, Costas and John Starchurski .2004. “Poverty Traps?” Prepared for the Handbook of Economic Growth. 
8. Democracy and Development 
Required

· *Pranab Bardhan, “Democracy and Development: a complex relationship”, UC Berkeley Working Paper

· *Brautigam, Deborah (1999), “The ‘Mauritius Miracle’. Democracy, Institutions, and Economic Policy”, in: R. Joseph (ed.), State, Conflict, and Democracy in Africa, Boulder, Col.: Lynne Rienner, 137-162
· *Haggard, Stephan/ Kaufman, Robert R. (1992): Economic Adjustment and the Prospects for Democracy, in: S. Haggard/ R. Kaufman (eds.), The Politics of Economic Adjustment. International Constraints, Distributive Conflicts, and the State, Princeton, NJ: Princeton University Press, 319-350 
Recommended

· Moon, Chung-In/ Kim, Yong-Cheol (1996): A Circle of Paradox: Development, Politics and Democracy in South Korea, in: Adrian Leftwich (ed.), Democracy and Development. Theory and Practice, Cambridge: Polity Press, 139-167
· Jenkins, Rob (1996): The Developmental Implications of Federal Political Institutions in India, in: M. Robinson/ G. White (eds.). The Democratic Developmental State, Oxford: Oxford UP, 187-214
· Stepan, Alfred/Skach; Cindy (1993): Constitutional frameworks and Democratic Consolidation: Parliamentarism versus Presidentialism, World Politics,  46/1, 1-22
9. Civil Society and Development

Required

· *Mohan, Giles, (2002), “The disappointments of civil society: the politics of NGO intervention in Northern Ghana”, Political Geography, 21: 125-154

· *Mercer, Claire, (2002), “NGOs, civil society and democratization: a critical review of the literature”, Progress in Development Studies.

· *Jeffrey Nugent, “Between State, Markets and Households: A Neoinstitutional Analysis of Local Organizations and Institutions”

Recommended

· Kamat, Sangeeta, (2003), “The NGO Phenomenon and Political Culture in the Third World”, Society for International Development, 46: 88-93.

· Stiles, Kendall, (2002), “International support for NGOs in Bangladesh: Some unintended consequence”, World Development, 30: 835-846.
· Laura Macdonald, Supporting Civil Society: The Political Role of Non-Governmental Organizations in Central America, pp. 1-22, 29-57, 140-159. 

10. Is Social Capital a Useful Development Tool or Fad? 

Required

· *Mary Kay Gugerty and Michael Kremer, Outside Funding of Community Organizations: Benefiting or Displacing the Poor? (Washington, DC: NBER Working Paper No. W7896, 2000).
· *Mohan, G. and K. Stokke, (2002), “The Politics of Localization: from depoliticizing development to politicizing democray”
Recommended

· Anthony Bebbington, “Social Capital and Rural Intensification:  Local Organizations and Islands of Sustainability in the Rural Andres”, Geographical Journal 163 (1997): 189-97.
· Marina Ottaway and Thomas Carothers, Funding Virtue:  Civil Society and Democracy Promotion (Washington, DC: Carnegie Endowment, 2000), chapters 1, 11, pp. 3-16, 293-310.
11. Overcoming perverse policy syndromes in developing countries

Required

· *Valerie Bunce, 1999, Chapter 7: Institutions and Opportunities: Constructing and Deconstructing Regimes and States, in Subversive Institutions: The Design and The Deconstruction of Socialism and the State, Cambridge University Press.

· *Jeffrey Herbst, 2000, Chapter 9: The Past and Future of State Power in Africa, in States and Power in Africa: Comparative Lessons in Authority and Control, Princeton University Press.

· *Joseph E. Stiglitz (1999). Whither Reform? Ten Years of the Transition.  Paper Prepared for the Annual World Bank Conference on Development Economics.  April 1999. 
· *Merilee S. Grindle, 1999, “In Quest of the Political: The Political Economy of Reform in Developing Countries,” Harvard University CID Working Paper.

Recommended

· J. R. Hay, Andrei Shleifer, and R.W. Vishny, 1996. Privatization in Transition Economies. Toward a Theory of Legal Reform. European Economic Review, 40: 559-567.
· Douglass C. North, William Summerhill, and Barry R. Weingast, 2000, Political Institutions, Political Survival, and Policy Success: Latin America versus North America, in in Bruce Bueno de Mesquita and Hilton L. Root, Governing for Prosperity, Yale University Press.

