Study questions for Econ 336 Midterm
A few introductory notes:  First off, it is incredibly unlikely that ANY of these questions will show up on the exam exactly as worded here.  However, it is massively likely that the concepts that are necessary for answering the questions listed here will be needed for answering the questions that I’ll put on the exam.  

And, of course, this list isn’t exhaustive by any means.  Other things will occur to me before next the test…I likely won’t write the exam questions until the morning of the test.  So don’t get angry if things show up on the exam that are not covered on this list of questions: everything in the readings and everything in the lectures is fair game.  The questions below cover the sorts of stuff that’s most likely to show up, but there are also likely going to be a few questions that are on things not addressed here.  
1. Come up with lists of key concepts from each of the lectures, and be sure I know what’s going on with each of them.

2. Summarize each of the readings for myself into as short a version as possible.  The “post-card” versions of articles should be quite short; those for text chapters will be longer.

3. Answer all of the sample questions and bug the prof on things I don’t understand (although I wouldn’t expect the prof to be terribly sympathetic if he hasn’t seen me in the lectures or tutorials or if the question has already been covered in a tutorial).  

On the actual midterm, I’d do the following:

1. Watch my watch carefully: the number of marks per question is listed for each question.  If I’m optimizing, an additional minute spent working on any question should yield the same expected increase in my grade.  That means that I shouldn’t leave any of the questions blank (except where it says something like “answer 3 of the following 4 questions”…obviously there I’ll want to leave one blank).  It’s way too easy to get caught up in a question and spend too much time on it.
2. Start by skimming through the exam and getting an idea for which questions I can answer quickly and easily, and which are going to be tough.  Answer the ones I know for sure first and then move on to the harder ones.  If I’m going to have a time crunch later on, I don’t want to leave any easy marks behind.

3. On long-answer questions, I’d start by writing an outline of what my answer will be.  In point form, I’d lay out my argument, starting with my thesis statement (the main point I want to make in my answer).  By doing this, I accomplish 2 things.  First, I structure my argument and make sure I don’t forget to say things I wanted to say in my answer.  Second, I give the prof something to look at to see where my argument was going if I run out of time.  If he sees nothing but blank paper, he has no clue of what I would have said if I’d only had the extra ten minutes that he was too much of a jerk to give me.  If he has an outline, he might give me part marks if what I was going to say made any sense.

4. And, of course, I’d make sure that my handwriting is legible (I’d probably print just to be sure).  If the prof can’t read what I’m writing, he’s likely just to get angry and give me a low grade rather than stare at it for a long time trying to figure out what my scribbling meant and whether it made any sense.

5. I’d take whatever advice my prof was trying to give me regarding test-taking.  Since he’s gotten his PhD, he’s probably got a lot of experience in taking tests and passing them.  He may be a weirdo (man, he actually cares about whether anarchy is a feasible political system!), but he’s not actually evil and wouldn’t try to give me bad advice just for the misanthropic joy of making me fail.
Ok, so now on to some sample questions:

1. How does Tullock on Externalities relate to Buchanan and Tullock on Optimal Majorities?
2. Explain and differentiate the following terms: public goods, externalities, tragedy of the commons.
3. "Democracy is the theory that the common people know what they want and deserve to get it good and hard." H. L. Mencken.  Discuss.
4. Under what conditions can we expect club goods to be a reasonable solution to public goods problems?
5. For Olson, why might we expect less redistribution under democracy than under dictatorship?
6. Contrast the private and social benefits of each of the following (2-3 sentences each).  If you think the private and social benefits are approximately equal, explain why.

a. You go to a movie.

b. You mow your lawn.

c. You take the bus instead of driving during rush hour.

d. You learn how to program computers.

e. You invent a cure for AIDS.

7. Contrast the private and social costs of each of the following (2-3 sentences each).  If you think the private and social costs are approximately equal, explain why.

a. You start smoking marijuana.

b. You mow your lawn. 

c. You drive late at night instead of taking the bus.

d. You put up a web page attacking organized religion.

e. You rob a bank. 

8. Assume that national defence is a public good in the strong sense - an unsubsidized market produces NO defence even though the social benefits of it are high.  Carefully graph this market, showing the market quantity Qm and the efficient quantity Qe.  Shade the region of deadweight losses, and intuitively explain why these deadweight losses are so large. (1-2 sentences)

9. "Immigrants impose externalities on New Zealand workers by reducing wages."  Carefully explain why this claim mis-uses the notion of externalities.  (3-4 sentences)
10. "I give blood because I want blood to be there for me if I need it."  What would Olson say about this line of reasoning (think Logic of Collective Action, not Permanent Bandits)? (2-3 sentences)
11. Assume you value your time at $20/hour, and it takes an hour total to vote.  The probability that your vote changes an election's outcome is 1-in-10,000,000.  What difference in dollar value would you have to put on the two candidates' platforms to make it - on -average - selfishly profitable to vote?  (Hint: Voting will just barely pay if the expected value of voting exactly equals your value of time).
12. Using a median-voter diagram, explain why smoking regulations are stricter in the U.S. than in France. (2-3 sentences)
13. Suppose both Democrats and Republicans in the U.S. (First Past the Post Plurality system) are worried about losing extremist votes by moderating too much.  Using a median-voter diagram, show their equilibrium platform choices.  Why or why don't their platforms converge? (1-2 sentences)
14. Suppose both Democrats and Republicans have already alienated extremist votes; there is nothing either party can do to win them back.  Using a median-voter diagram, show their equilibrium platform choices.  Why or why don't their platforms converge? (1-2 sentences)
15. Using two median-voter diagrams, explain why extending women's suffrage in the U.S. led to the Prohibition of alcohol.  (1-2 sentences)

16. New Zealand elections a few decades ago paired a referendum on prohibition with the standard ballot.  The prohibition question was in three parts: Option 1: continue the current policy (no prohibition); Option 2: Ban all alcohol; Option 3: Nationalize and regulate all alcohol production and distribution.  The option with the most votes would win.  Was the prohibition question designed by someone who favoured prohibition?  Why or why not?  How would someone from the other side have set the question?

17. If you had to restrict the franchise in one way of your choice, what would it be?  Using the MVT, what is your best guess of the effect of your choice?  (3-4 sentences)

18. Say that we’ve got 2 people, whom we’ll call Lewd and Prude.  Lewd wants to read “Lady Chatterly’s Lover” (which was considered a prurient book in the early 20th century).  Prude doesn’t want anyone to read that filthy book.  Lewd values reading the book at $50, but values Prude reading the book at $100 (because it would be so much fun to have a stick-in-the-mud like Prude have to read such things!).  Prude values Lewd not reading the book at $100, but values himself not reading the book only at $80 (because Lewd would get sick joy out of reading it, while Prude wouldn’t succumb to those temptations).  What is total welfare if Lewd reads the book?  Describe Coasian, Pigovian, and regulatory approaches to solving the problem.  Note that Pigovian taxes or subsidies must be indifferent to who is reading the book.  Which solution results in highest social welfare?
19. Diagram each of the following for an individual, and note his or her equilibrium level of political knowledge:

a. The MC of acquiring political knowledge is always positive and the benefits are always 0.

b. The MC of acquiring political knowledge is negative at first, and the benefits are always 0.

c.  The MC of acquiring political knowledge is always positive, but the benefits are positive at first. 

20. Diagram the public goods nature of political information.  Be careful to draw the S curve, the D curve, and the SB curve in a sensible way.

21. Name one political issue where you think random errors largely "cancel each other out."  If a referendum were held on this issue, how would the vote shares and outcome differ from a world with perfect information? (2-3 sentences)

22. Suppose that 80% of voters are tenants, and 20% are landlords.  Rent control makes each landlord $1000 poorer and each tenant $100 richer.  Carefully explain why the median voter result (with selfish voting) will be inefficient.  (2-3 sentences)

23. In the preceeding example, what would the efficiency effect of a 90% super-majority rule be, if there is initially no rent control?  (2-3 sentences)

24. Carefully explain why Jane Fonda can be rich, Democratic (left-wing), and highly selfish at the same time.  What is the expected cost for her if she votes Democratic rather than Republican?  (2-3 sentences)
25. Give an example of (a) a policy with concentrated benefits and diffuse costs; (b) a policy with concentrated costs and diffuse benefits.  Explain. (2-3 sentences)

26. Why do we have government?

27. Explain the importance of the “veil” in Buchanan’s constitutional political economy.

28. How would Buchanan & Tullock explain why it takes a larger majority to change a country’s constitution than it takes to pass a normal sort of law?

29. Explain why it might be rational for me to oppose the government having anything to do with a particular type of activity if the majority threshold is low, but to support it if the majority threshold is high.

30. Is anarchy a viable political system?

31. Suppose that the US announces that it will randomly pick one dictator to overthrow every year from now on.  Specify that everyone living under a dictator would prefer to live under an American-imposed democracy.  Is this a good policy, considering ONLY the welfare of people currently living under dictatorships, all of whom we will specify would prefer living under a democracy imposed by the United States?  (Note that by specifying that all of them would prefer an American-imposed democracy to the dictator, I’m ruling out arguments about national sovereignty, imperialism, and other such nonsense.)

32. What’s wrong with the Borda Count?
33. What’s a Condorcet Winner?  

34. Explain why rational, self-interested voters will never let voter participation to approach zero.

35. Three voters have the following utility functions.  What value of x is chosen in an election among these three voters?
a. Ua = 2 + x

b. Ub = 2 + 2x – x^2

c. Uc = 3 – 0.5x

36. Why do PR systems have more parties than FPTP systems?

37. When will we expect FPTP systems to have more than 2 parties?

38. Show how a bicameral system has a higher effective majority requirement than a unicameral system, even if both houses in the bicameral system use majority rule.

39. Suppose that the majority weakly favours policy A, but the minority strongly opposes policy A.  Under those conditions, is it more likely that majority rule is welfare maximizing, or would a Coasian bargain between pro and anti A folks be preferable?

40. Explain the concept of voting cycles.  Why are they a problem?

41. Is Paper-Rock-Scissors transitive or intransitive?

42. Explain how to make a ton of money from a rich person with intransitive preferences and a short memory.

43. “Government must fulfil the will of the majority.”  Discuss with reference to the concept of intransitivity.

44. Given what you know about intransitivity, do you now consider it more important or less important to be the one who gets to frame the order in which things are voted upon?

45. Gibbard and Satterthwaite proved that there exists no social decision function that is both non-dictatorial and immune to manipulation.  Is this important in the real world?
46. Discuss the advantages and disadvantages of different voting rules (plurality, borda, single transferable, for example).

47. Be able to figure out which option wins in Tables 1 and 2 of the Tideman & Tullock article, calculate the Clarke Taxes.  Why does the Demand Revealing Process make it incentive-compatible to accurately reveal one’s preferences?

48. All else equal, should we expect bigger government in PR or FPTP systems?  Why?  

49. What sorts of differences in types of spending might we expect between PR and FPTP systems?

50. Why might we expect Presidential systems to have lower spending than Parliamentary systems?

51. Why might PR be a better idea in a Presidential system than a Parliamentary system?

52. Describe ways that ignorant voters can get around the problem of their ignorance when they’re at the ballot box.

53. Explain the “miracle of aggregation” with rationally-ignorant voters.

54. How damaging is a rationally-ignorant populace for democracy generally speaking?  
55. Explain how acquiring political knowledge is a public good.

56. Explain rational ignorance.

57. Explain optimal punishment in the context of rational ignorance.
58. Suppose you’re debating Lupia.  How would you respond to his claims that voters are able to overcome their ignorance?

59. Is cycling a bug or a feature of representative democracy?
