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Course Descriptions and objectives

The course is designed to give an introduction to the fields of new institutional economics with a
focus both on the basic theory and on contemporary empirical research. We will look on how
institutions shape the incentives of economic agents, and how this influences economic outcomes
in various contexts. Students will also study the emergence of institutions, and compare
institutionalist theories of economic development with theories that place other factors at the

center of their analysis.

The objective of the course is to give students a solid foundation in the basic concepts of new
institutional economics, as well as a first impression and understanding of the topics studied
and the methodologies used at the frontier of institutional research today. Throughout the
course, students will learn how to read research papers, how to judge the quality of a research
paper, and how to read and interpret regression outputs and empirical results related to

institutions.

Course outlines

Chapter 1: Introduction
1. The evolution of Institutional Economics
2. Core Assumptions of NIE
3. What are institutions?

4. Example: Ethiopian case



3.
6.

Classifications of Institutions

Institutions and organizations

I. New Institutional Economics: The Basic Theory

Chapter 2: Transaction costs

1.
2
3.
4
5

6.

Transaction costs
Contract enforcement and property rights

Enforcement mechanisms

. How to reduce transaction costs?

. Transaction Costs and Linkage Mechanisms

Transaction Costs and Strategy

Chapter 3: Property rights

1.

6.

Common Property Problem

Coase Theorem (1960)

2
3. Alternative approaches to Coase Theorem
4.
5

Criteria for efficiency of property rights

. Economic advantages of property rights

Changing property rights

Chapter 4: Contracts (reading assignment)

Chapter 5: The Markets and the State

I.
2.
3.
4.
3.

Introduction

State ideologies

The changing role of state in the economy
Why state interventions?

Market failure and state failure: which is more detrimental?

IL. Institutions and Economic Development

Chapter 6: Institutions and Economic Development

I.
2.
3.

Introduction
Determinants of long term development
Institutions causing growth
3.1 Acemoglu, Johnson, Robinson (2001)
3.2 Kaufmann and Kraay (2002)



3.3 Rodrik and Trebbi (2002)
4. Methodological issues and reversal effects on institutions
4.1 Glaeser et al (2004)
4.2 Albouy (2006)
III. Political Institutions and Governance
Chapter 7: Democracy, Elections and Political Machines (reading assignment)
Chapter 8: Corruption and Development
1. What is corruption?
2. Conditions that facilitate corruption
3. Views of corruptions on development
4. Effects of corruptions

5. Gender and corruptions

Assessment
Paper summary 30
Class participation 10
Final Exam 60
Total mark 100
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* Denotes mandatory readings!



