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ECONOMIC MODELS OF POLITICS [SECS-P/01] 
6 credits 

Academic Year 2019-2020 – First semester 

Lecturer: Riccardo Puglisi 

 

The aim of this course is to introduce students to the formal analysis of political institutions and of 

their effects on policies, with a specific focus on economic policies. From a methodological point of 

view, I will broadly follow an approach that is based on the assumptions of rational behavior and 

strategic interactions, consistently with the standard way of modelling market interactions within the 

field of economics.  

 

In the first part of the course, after a brief primer on the concepts of utility maximization and 

efficiency, I will present the modeling tools that are useful to describe the decision-making process 

within democratic and autocratic regimes, with a specific focus on voting and lobbying models. 

In the second part of the course we will use these tools to analyze redistribution and the welfare state 

as the main areas of government intervention in a mixed economy. 

 

If sufficient time is available, we will also look at the effects of different political and electoral 

institutions on the size and composition of government taxation and spending. 

 

The course will be based on a mix between theoretical and empirical tools. 

 

 

 

Readings: 

 

I will make use of slides and handouts. The main handout is: 

 

V. Galasso, “The Political Economics of Redistributive Policies” 

 

Evaluation method: 

 
There will be a written exam at the end of the course. 

 

 

Course outline: 

 

 

1. [if needed] A short introduction to the main tools of economics 

 
Depending on prior knowledge of the incoming class, I will briefly introduce the main tools of 

economics, with a specific focus on utility maximization and the concept of efficiency. 

 

2. Introduction to political economy 

 

I will present the political economy approach, which is based on the idea of jointly investigating the 

behavior of individuals as economic and political actors. 

 

3. Median voter theorem 
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The median voter theorem is the workhorse of political economy models. Conditionally on its 

assumptions regarding the complexity of policy issues and of conflict among citizens, it offers clear-

cut predictions on political and economic outcomes. 

 

 

4. Other voting models 

 
When the assumptions underpinning the median voter theorem do not hold, other models such as the 

probabilistic voting, the citizen-candidate model and the agenda-setting models are able to offer 

testable predictions about politico-economic outcomes.  

 

 

5. Fiscal federalism and lobbying 

 

We will look at various collective decisions rules in a federation, which are aimed at allocating public 

spending at the local level. Within this simple model we will also introduce a lobby, in order to 

analyze its effects on the final outcome. 

 

6. Intragenerational redistribution 

 
We will make use of the median voter theorem to investigate intragenerational redistribution, which 

takes place through an income tax that is financing a fixed subsidy given to all citizens. Under a 

balanced budget rule, citizens vote on the optimal tax rate. 

 

7. The welfare state 

 
We will look at data on the welfare state in developed countries. We will think about the rationale of 

government intervention in those areas. 

 

8. [if time is available] Institutional rules and political outcomes 

 
Presidential vs. parliamentary regimes, a proportional vs. a majoritarian electoral rule might have an 

effect on the size of the public sector in an economy, and on how spending is split among different 

types. We will look at empirical evidence on those matters. 

 

 


