Law & Economics
 

Wichita State University

Spring 2007

(Mondays and Wednesdays: 12:30-1:45 P.M.)

Instructors: Alastair (Al) Walling 
Office: Basement of Clinton Hall near the experimental econ lab.
Office Hours: After class on Wednesday in the offices adjacent to the Computer Laboratory for Experimental Economics Research (CLEER) in the basement of Clinton Hall.  Alternative times will be available by appointment. 
Office Phone: 828-8885
Emails: alastair.walling@mbminstitute.org

The Course:

What is the law?  Is it simply a collection of cases and legislation?  Or is there an underlying component that is often overlooked?  For example, until 2005 it was illegal for Native Americans to enter the city limits of Boston; yet, no one can remember the last time this 1675 law was enforced.  Therefore, was the 1675 Massachusetts statute really “a law,”—even though it had been passed in a democratic fashion with all the proper process?  At the same time we must ask ourselves, why do we even have laws?  While (almost) everyone agrees that we should have laws there is considerable disagreement as to why we have them.  Do laws exist to protect and serve the people?  Or do they exist to protect and serve the powerful at the expense of you and me?  This course will not only explore the meanings and origins of “the law,” but will attempt to demonstrate the relationship between the law and economics, so that students may come to understand the role that economics plays in deciding what is legal, what is not, and who really makes the rules that govern our lives.  
Expectations of Instructors:
Instructors will arrive on time and prepared to lead class. They will engage students in guided discussion of the readings, highlighting key concepts. They will also provide insights and concepts beyond those in the readings. Instructors will be available for questions and reasonable assistance with the materials. They will read student papers thoroughly and give honest feedback with suggestions for improvement. Finally, Instructors will treat students respectfully while holding them to high standards of participation and academic performance.

Expectations of Students:
Students will arrive on time and prepared to brief the class on assigned readings. Inadequate preparation for class will have a negative impact on the course grade. Students will treat one another and instructors respectfully at all times. They will be active participants in class discussion, and will endeavor to learn.

Grading:

The final course grade will be based on the following proportions:

Bi-Weekly essays: 20%

Midterm exam: 15%

Class discussion: 30%

Final exam: 35%

Bi-Weekly essays:

Students will complete a 500-1,000 word essay every other week,
 due at the end of class, in which they do one or more of the following:

1) Grapple with a concept from the course readings or lectures that they do not understand, or a point of view related to that concept with which they do not agree;

2) Apply a course concept to a published article or book to produce an interesting idea or insight;

3) Choose a course concept and assemble three published news articles that either betray an ignorance of that concept, or show a solid grasp of it (either at the theoretical level or by way of an example);

4) Explain how a course concept is either applied or ignored, and the consequences of either, in an organization with which they are very familiar;
5) Any other thoughts, challenges, accolades, or complaints regarding the reading that the student believes will make for compelling commentary. 

These essays are intended to be conversational in nature and should allow students to express their thoughts and feelings on the material read or presented.  They will also serve as a means for instructors to identify areas that may not have been clear or might require more explanation.  While not subject to the more formal requirements of “term” papers, these papers should at least be “presentable” in terms of spelling, punctuation, and grammar. Essays will be graded based on students’ clarity and rigor of argumentation, not agreement with course readings or the instructors.  An essay that effectively challenges the conclusions of the instructors will receive a higher grade than one that simply echoes the lectures. Students should use these papers as opportunities to “have some fun” with the material and discuss in a format that, while still scholarly, lacks the formality of more traditional writing assignments.
Class discussion:

Participation in discussion is a significant portion of the course grade because we believe the best way to learn in a classroom setting is to wrestle with ideas, and doing that requires participation. Students must study the required readings before class, and make notes, so that they are prepared to discuss the readings during the class. Very little class time will be used to reiterate what was in the readings; instead instructors will assume that students have already read and assimilated the material. 

Books: There are three books assigned for the course.  One of these is very small, and is more akin to a long pamphlet in the Thomas Paine tradition.  The other two books are longer but not all the pages are assigned (about half or less).  It is recommended that students order the books online as they are likely unavailable through local book stores.  The texts are the following:

· Tom Bethell, The Noblest Triumph: Property and Prosperity through the Ages (St. Martin’s Press 1998).
· F.A. Hayek, Law, Legislation, and Liberty: Volume I, Rules and Order (University of Chicago Press 1983).
· Frederic Bastiat, The Law (Foundation for Economic Freedom 1998) 
Expected Course Schedule (Subject to Minor Revision as Necessary):
8/20 M: Introduction: Why are we here? Why do we care? 
Readings:

· No readings, just introductory lecture 

8/22 W: Bootleggers & Baptists: an introduction to rent-seeking
Readings:

· Bruce Yandle, "Bootleggers and Baptists—The Education of a Regulatory Economist," Regulation, vol. 7 (May/June 1983), available at http://mercatus.pjdoland.com/pdf/materials/560.pdf
· Bruce Yandle, Bootleggers and Baptists in Retrospect, in Regulation, available at http://www.cato.org/pubs/regulation/regv22n3/bootleggers.pdf (a short reflection on some of the B&B incidents since his seminal 1983 article).
· “By the Numbers,” Thomas Sowell, in The Vision of the Anointed, ch. 3, pp. 31-63.

8/27 M: What has been the role of law in our own prosperity?
Readings:

· Rosenberg & Birdzell, How the West Grew Rich, Introduction, pp. 3-36.

· Douglas North, “The Rise of the Western World”, in Understanding the Process of Economic Change (2005), ch.10, pp. 127-145.

8/29W: What you need to know about economics—part I
Readings:

· “Ten Key Elements of Economics,” Gwartney, Stroup, and Lee, in Common Sense Economics, Part I, pp. 1-32, available at  http://oldfraser.lexi.net/publications/books/econ_prosp/
LABOR DAY 9/3 (M)

9/5W: What do you need to know about economics—part II
Readings:

· “Seven Major Sources of Economic Progress,” Gwartney, Stroup, and Lee, in Common Sense Economics, Part II, pp. 33-74, available at  http://oldfraser.lexi.net/publications/books/econ_prosp/ 

9/10M: What you need to know about economics—part III
Readings:

· “Economic Progress and the Role of Government,” Gwartney, Stroup, and Lee, in Common Sense Economics, Part III, pp. 75-118, available at  http://oldfraser.lexi.net/publications/books/econ_prosp/
9/12W: Economics and the Historians 
Readings:

· “The Treatment of Capitalism by Historians,” T.S. Ashton, in Capitalism and the Historians, pp. 31-61 (explaining the real causes of dismal housing conditions in Victorian Britain).

9/17M:  The Starting Point: Human behavior and the law 
Readings:

· Thomas Sowell, “Constrained and Unconstrained Visions,” in A Conflict of Visions, ch. 2, pp. 18 – 39.

· “The Nature of Man,” Jensen and Meckling, Journal of Applied Corporate Finance 7(2), 1994, pp. 4 – 19.

9/19W: The Crips, The Bloods, Tookie Williams, and Bob Nozick: the not so glamorous origins of the state  

Readings:

· Robert Nozick, “The State of Nature,” in Anarchy, State, and Utopia (1974), ch. 2, pp. 10-25.

· Robert Nozick, “The State,” in Anarchy, State, and Utopia (1974), ch. 5, pp. 88-119.
9/24M: Introduction to Spontaneous Order 

Reading: 

· Leonard E. Read, I, Pencil (1958), available at  http://www.econlib.org/library/Essays/rdPncl1.html
· Ludwig von Mises, “Human Society,”, in Human Action (3ed. 1966), ch. VIII, pp. 143-153, available at http://www.mises.org/humanaction/chap8sec1.asp

· Ludwig von Mises, “Observations on the Causes of the Decline of Ancient Civilization”, in Human Action (3ed. 1966), pp. 767-769, available at  http://www.mises.org/humanaction/chap30sec2.asp (be sure to scroll down to page 767 
9/26W: The Hayekian Hypothesis I: Rules and order, Cosmos and Taxis 

Reading:

· F.A. Hayek, “The concurrent evolution of minds and society: the role of rules,” in Law Legislation and Liberty, pp. 17-19.

· F.A. Hayek, “Cosmos and Taxis,” in Law Legislation and Liberty, ch. 2 pp. 35-54.
10/1M: The Hayekian Hypothesis II: What are “morals?”

Reading:

· F.A. Hayek, “Between Instinct and Reason,” in The Fatal Conceit (1988), ch. 1, pp. 11-28. 

· F.A. Hayek, “The Origins of Liberty, Property, and Justice,” in The Fatal Conceit (1988), ch. 2, pp. 29-37.

10/3W: The Hayekian Hypothesis III: Who needs “morals?”

Reading: 

· F.A. Hayek, “The Evolution of the Market: Trade and Civilization,” in The Fatal Conceit (1988), ch. 3, pp. 38-47.

· F.A. Hayek, “The Revolt of Instinct and Reason,” in The Fatal Conceit (1988), ch. 4, pp. 48-65.
10/8M: The Hayekian Hypothesis IV: Making the law 

Reading:

· F.A. Hayek, “The Changing Concept of Law,” in Law Legislation and Liberty, ch. 4 pp. 72-93.
· F.A. Hayek, “Nomos: The Law of Liberty,” in Law Legislation and Liberty, ch. 5, pp. 94-123.
10/10W: The Hayekian Hypothesis V: Understanding “legislation”

Reading:

· F.A. Hayek, “Thesis: The Law of Legislation,” in Law Legislation and Liberty, ch. 6, pp. 124-144.
MIDTERM POINT 10/11(TH) 
FALL BREAK 10/18(TH) -10/19(F)
10/22M: The Destructive Side of the Law: political profit and the tyranny of good intentions  
Reading:

· Frederic Bastiat, The Law, pp. 1-42.
10/24W: The Destructive Side of the Law II: political profit and the tyranny of good intentions
Reading: Frederic Bastiat, The Law, pp. 36-76.
10/29M: The Creative Wonder of the Law: Property 
Reading:
· Tom Bethel, “The Blessings of Property,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 1, pp. 7-18.

· Tom Bethel, “Property, Law, and Economy,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 2, pp. 19-32.
10/31W: How there almost was not an America: Solving the problem of scarcity in the land of plenty
Reading:

· Tom Bethel, “Plato’s Conceit: Property at Jamestown and Plymouth,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 3, pp. 33-43.
· Tom Bethel, “The Logic of the Commons,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 4, pp. 44-55.
· William Easterly, “Miracle in Xiaogang,” in The White Man’s Burden, pp. 107-108 (discussing the emergence of private property in a small village in Communist China).  This will be handed out in the prior class.
11/5M: The Creative Power of Contract 
Reading:

· Tom Bethel, “Romans and Countrymen,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 5, pp. 61-74.

· Tom Bethel, “The English Lead,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 6, pp. 75-91.

11/7W: Why Legal Institutions Matter: The sorrow of the Third World

Reading:

· Tom Bethel, “Why Isn’t the Whole World Developed?,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 13, pp. 187-202.

· Tom Bethel, “Land Reform: Taking Liberties Abroad,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 14, pp. 203-224.
11/12M: Legal Explanations for Economic Problems: Poverty in the Arab World and the Irish Potato Famine 
Reading:

· Tom Bethel, “The Blessings of Property,” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 15, pp. 225-242.

· Tom Bethel, “Why Did Ireland Starve?” in The Noblest Triumph: Property and Prosperity through the Ages (1998), ch. 16, pp. 243-256.
11/14W: Making Do Without: The reality of doing business outside the law 
Reading:

· Hernando De Soto, “The Cost and Importance of Law,” in The Other Path, ch. 5, pp. 131-187.
11/19M: The Legal Limits of Prosperity: How far can the law go to making people better off? 
Readings:

· Harper, Why Wages Rise, pp. 16 – 19; 62 – 70.

· Thomas Sowell, “Trends in Economics,” Sowell, in Knowledge and Decisions, pp. 167 – 202.
THANKSGIVING BREAK (11/21)

11/26M: A Cure for the Cycle of History?: The Economics of Constitutional Law 
Readings:

· The United States Constitution 

· Berry, “Supply of Benefits,” in The Interest Group Society, pp. 70 – 77.

· “Groupthink,” Janis, Psychology Today Magazine, 1971, pp. 43 – 46.
· James Madison, Federalist Papers, Numbers 10, 47, 48, and 51, available at http://thomas.loc.gov/home/histdox/fedpapers.html 
11/28W: Special Law & Economics Topic: Understanding Antitrust 
Reading:

· Thomas Sowell, “Trends in Economics,” Sowell, in Knowledge and Decisions, pp. 202 – 213.

· Armentano, “Price Conspiracy and Antitrust Law,” in Antitrust and Monopoly, pp. 133–162.

· Joseph Schumpeter “Creative Destruction”, in Capitalism, Socialism, and Democracy, ch. 7, pp. 80-86, available at  http://members.shaw.ca/competitivenessofnations/Anno%20Schumpeter%20CSD%20Ch.%20VII%20Creative%20Destruction.htm
12/3M: Special Law & Economics Topic: Understanding the effects of legislation and regulation on the U.S. defense industry—military industrial complex or industrial military complex?
Reading:

· Murray Weidenbaum, “Understanding the Military Economy,” in One-Armed Economist, part 4, pp167-205.
12/5W: Wrap and review for final 
� ADA Statement:  If you have a physical, psychiatric/emotional, or learning disability that may affect your ability to carry out assigned course work, I encourage you to contact the Office of Disability Services (DS).  The office is located in Grace Wilkie Annex, 978-3309 (voice/tty). DS will review your concerns and determine, with you, what academic accommodations are necessary and appropriate for you.  All information and documentation of your disability is confidential and will not be released by DS without your written permission.








� Classes at the end of which an essay is due are denoted below by an asterisk (*).


� Please note, students need not write a separate paper for each one of these options, nor are students choices limited to the five ideas listed below.  These are merely guidelines for topics that tend to make for good papers.
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