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About the Course

& Main Goals:

1. The understanding of human actions in community

How to generally characterise a bunch of
people acting together ?

V What are the conditions under  which
cooperation among individuals for the
common interest of a community can
emerge and hold up?

INDIVUDAL ACTIONS A COLLECTIVE ACTION

2. Fundamentals of Political Science

One important task in politics is to provide
public goods and to create the environment
under which efficient leadership can satisfy

the public good. /\

INSTITUTIONAL SETTINGS POLITICAL
ACTIONS

Jozsef Zoltan Malik Social Studies 2: Politics




The Logic of Social Studies

Deduction

1. All living things will eventually die. (General statement o first premise )
2. This animal is a living thing . (In stances & second premise)

3. Therefore, this animal (Conclusion)

will eventually die

Induction

1. All the giraffes that | have seen (Instances - Repeated observations)
have very long necks.

2. Therefore | conclude that all (Conclusion)

giraffes have long necks.

GENERAL PRINCIPLES

. DEDUCTIVE ) LOGIC INDUCTIVE )

{

‘ Specific Instances ’
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The Logic of Social Studies

Deduction

Theory A Hypothesis A Observation GENERAL PRINCIPLES

r | [/

Confirmation _"‘ETX LOGIC \_/hcnvs )

Specific Instances

Induction

Observation A Patterns (Sample) A Hypothesis

T

Tentative Theory based on
empirical -quantative or empirical -qualitative method

» Empirical -Quantitative  Method » Empirical -Qualitative Method
V The size of the sample is large. V The size of the sample is small .
V Its results can be expressed in numbers V The findings are paradigmatic
V Two main forms: - To make surveys ; studies rather than numerical data.
- To study recorded statistical data V Two main forms : - To make case
(e.g. GDP, salary, population, etc.); studies, - To make interviews .
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lllustrative  examples (#1): The division of Labour

@ Imagine Robinson and Friday doing two of vital importance actions:
they are either building a shack or fishing and cooking. Suppose
Robinson is better than Friday in both works. Is Robinson worth

cooperating with Friday?

Robinson Friday
Shack 20 hours 45 hours
Fishing&Cooldng 10 hours 13 hours

Totalworking | 20004006 | 3600 hows

howrs in a year
Thek performance i they work separately. Ther performance together
Cobingy [BUNGIN1000N: 50 shacks Robinson isbulkding in 2000h. 100 shacks
OIMBN 1 £ishing & cookingin 1000 h:100 dishes Friday is fishing & cooking in 3600 h 240 dishes

riid Building n 1800 h: 40 shacks
* \Fishing & cooking in1800 h:120 dishes

Social Studies 2: Politics
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lllustrative = examples (#1): The division of Labour

C Henry Ford and the T mode I:

Theory into Practice :

The division of labour A Assembly Lines

V The point of Assembly Lines:
production process is breakdown
into steps that are completed in a
pre -defined sequence.

V Mass production & management

Science
) Deduction
AdamSmith:
TheWealth of Nations :
l Managment
HenryFomd: Science
Innovationin the
Vehiclelndustry Induction
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lllustrative = examples (#2): The Theory of Free -riding

e The theory offree -riding : Fare-dodgin g
V Cooperation: To buy the ticket
V Defection: To be a free -rider
V Individual interest (D) a A Common interest (C)
V

For a long -run, individual interest is the same as
common interest.

Preference Profile: DC CC DD CD

Individual intetest: DD
Sociallnterest: DD A CC

C Empirical Study (Interview, Focus group) :

A How are you satisfied with the public transportation?
A What/How should be it improved?

V Price, headway/crowdedness, clear vehicles, etc.
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lllustrative = examples (#3): The Clash of Social Levels

¢ Edward Snowden’s Case:

v' Individual interest = Common interest
his moral conviction national security

e Multi -level politics / governance
emerges when several tiers of
government share the task of
regulating modern society 'j

V Complex clash of interests :

Augsburg @ Munich |a A Berlin

"\

Brussels
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|. Research Traditions in Socials
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Soclal Studies

o Research Strategies (Traditions ) in Socials:

U Any gquestion concerning the subject of Socials is from three directions:
V Micro -level: Rational Choice approach
V Macro -level: Structural (Holistic) approach
V Mezo-level: Constructive (Cultural) approach

: o~

{ | choose the 1
path that | think _ )
[ isbestforme -

. s

LEGISLATHE EXECUTRE JUDICIAL

L ¥ |
FRESIDENT SUPREME COURT
LOWER
COURTS

EXEC OFFICE OF VICE- INDEPENDENT
THE PRESIDENT ||  PRESIDENT | AGENCIES

KHEFREP»Z20"HP> R

BRCcEOCAS W0
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Rational Choice

e The Background

Weberian  Tradition #1 o0 Contingent actions (e.qg.
incidents) : any social phenomenon is conceived as a
cumulative  effect of individual actions with different
personal motivations .

Weberian Tradition #2 0 Regular (or repeated) actions :
To conceive regular actions, we should explore and
interpret 1) the individual behaviours that is 6adequat e

MAX
- WEBER
ECONOMY . . : :
AND with respect to s e n s andl 2) social mechanisms by
SOCIETY which social actions are realised in social practice .
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Instrumental  Rationality : Case Study #1

MAX
WEBER

ECONOMY
AND
SOCIETY

Jozsef Zoltan Malik

i T z
Macro social Individual Macro Social Soclal
Phenomenon [€ actions Marks Context
% r
Weber's major types of Inflation Falling
Demonstration social action: Unemployment standard of living

Imterest: instrumentally rational (e.q. pay raise)
-value: value-rational (e.g. antipathy)

-amotion: affectual (e.q. “1 enjoy rlok")

- habit: fraditional

“We shall speak of ‘action’ insofar as the acting individual attaches a
subjective meaning to his behaviour [...] Action is ’social’ insofar as its
subjective meaning takes account of the behaviour of others and is thereby
oriented in its course.”

“A motive is a complex of subjective meaning which seems to the actor
himself or to the observer an adequate ground for the conduct in question.
The interpretation of a coherent course of conduct is “adequate with respect
to sense” (Sinnaddquanz) to the extent that the relationship between its
composite parts is confirmed by us as a typical context of sense
(Sinnzusammenhang) according to cross sectional usages of thought and

feeling.”
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Rational Choice

e The Main ldea:

N
\‘\\. ,/
L~
\

“we're all rational actors everyone ing
14y 4this crowd, in our class, in this country,
«e® & in other countries; rich, poor, strong, )
(LK weak, etc. ¢

/’*‘

what does thIS mean"

Jozsef Zoltan Malik

V To say that we are all
rational actors is to say that

% we don &d in a random,

unpredictable, or self-de-
structive manner ;

. VInstead, our decisions and
actions are guided by a goal
or a purpose ultimately
meant to make us better off.

V Briefly : to act rationally
means to choose Dbetter
alternatives over worse ones.
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Rational Choice

e Presumptions:

1. Rational choice begins with the assumption that
self-interest is the basis for most of what we do.

VoRationalityd i s essen’
of self -interest;

V Self-interest in rational choice theory is o
premised on the belief that we all have
specific, oOreasonabl ebo

V As individuals, we behave in  a way that best
enables us to achieve those goals

>

I choose the
path that | think
is best for me

s . 0Sociology is a science which attempts the interpretive
b understanding of social action in order thereby to
arrive at a causal explanation of its course and
effects. 0
Max Weber

Max Weber
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Instrumental  Rationality : Case Study #2

A generic can of beer ( @arage Pr o] e altbéer is beer, but —
not all beers are the same. Right?

olnstrumentalization of act i amsdfdnterest is a generic BEER
concept. And it is as the same as a generic can of beer.
VThat is to say, all behaviour is self-interested, but not all
self-interested behaviour (among individual actors) is the md

uuuuuuuuuu

ARogect
same. ROJES

V Specific self-interests can and usually are quite distinct,
and these distinctions are often very important

V Examples

: 5 3 | fy npp A student wants good
The interest of a W

rades (though not
politician ~ is to win COLLEGE glways)( g
or hold on to

political  office .

A business person wants to stay
In business and maximize profit

Jozsef Zoltan Malik
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Rational Choice

e Presumptions

2. Another key concept in Rational Choice Iis

strategic interaction

V Strategic interaction emphasizes that
many decisions are complicated by the
existence of other actors.

V The scale illustrates the 0 we i ¢ lofi cosis
andbenefitso

V Poker represents the dynamics of strategic

Hollywood Movie:
The Beautiful Mind.

interaction . The Bar Scene.
3. The hypothesis of Methodological 3 I &
Individualism  : - .
. . . .. i R
V Th.e study always begins with individual JAR J; L R i R
actions .

V All social phenomena are traced back to
rational individual actions .
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Rational Choice

e Constraints:

1. Rational actors do not and often cannot know ACADEMY AWARD WINNER
the consequences of their decisions . Why? DG
V Simply because there are a lot of

O un k n o wntlsedworld .

V Uncertainty means that actors  will
sometimes make 0 b adleci s ] yen $his
does not mean that rational choice is
wrong .

V Indeed, less than optimal decisions are
part -and -parcel of the rational choice
framework .

2. Consider this statement : 6 We& a n da anything

we w a n .tWhy not?
V There are institutional and economic

coercive conditions
SOCIAL CON‘I’ROI.S
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Rational

Choice Theory as Research Program

# The Tradition and the point of Rational Choice Theory

The study always begin with individual actions. We
have two types of collective actions to consider:

Weberian Tradition #1 o Contingent actions (e.qg.
incidents) : any social phenomenon is conceived as
a cumulative effect of individual actions with
different personal motives .

Weberian Tradition #2 0 Regular (or repeated)
actions : To conceive regular actions, we should
explore and interpret 1) the individual behaviours
that is 6 ade q uvth eespect to s ens and 2)
social mechanisms by which social actions are
realised in social practice .

Weberian Tradition #1 Weberian Tradition# 2

Rationality:

- Human behaviour is not

{ random ;

- Human actions usually
do not happen unpre -
dictable , or self-destruc -
tive manner ;

A We can make the
anstrumentalization of
actionso

A Actions are embedded
in strategic interactions

A Rationality Is always
bounded

A Individual rationality
can be extended to
collective rationality .

Macro social
Phenomenon

Demenstration

- imerest: instrumentally rational (e.q. pay ralse)
-walue: value-rational (e.q. antipathy)
-amotion: affectual (a.9. "1 enjoy riate™)

- habit: traditional

Intentions =P Actions
Individual Macro Social Social Mechanisms f
actions Marks Context

Selelective Tncentives

social action: Unemployment standard of living

Rational Decisions:
i + Decisi Actions
Weber's major ypes of Inflation Falling Fixed Preferences + Decision Rule —»

Bayesss Rudle: EU

Method.

— Social Phenomena
Individ.

Eq uilibrium
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Case Study #1: The Black Swan

S ! :
\ HUME : :
The prodlem of S
induction
We canéo't Black Swan is a highly improbable

INDUCTION

: event with three principal charac -
generalize only o
n teristics
_ upon the 1. itis unpredictable;
Hypothesis Instances of 2. it carries a massive impact;
our earlier 3. and, after the fact, we concoct
experience ! an explanation that makes the

event appear less random, and
more predictable, than it was.

l

v : Examples : The astonishing success
m ﬁHmdSlzgor}tzlé of Google or Facebook was a black
always swan; so was 9/ 11.
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Case Study #2: The Butterfly Effect

o The Butterfly Effect: Big movements of
change have often started with tiny events
or personal decisions that ended up
affecting the history of our world. They can
spread out

U in Domino Effect : A chain reaction that is the cumulative effect
produced when one event sets off a chain of similar events. Sometimes
this is just a simple process of Causation what connects one event or
process with another process or state;

U in Mechanisms : The effects of tiny effects are not direct, they spread out
in complex strings of transmissions

e Example: Arab Spring e Example: Global warming
1. Mohamed Bouazizi, who set himself on effects
fire to protest against an unjust
government;

2. His action ultimately set off revolution -
ary movements in the whole part of the
Arab World.
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Case Study #3: The Unk -Unk Problems

o The unk-unk (unknown-unknown) problems are originally from
engineers majoring in space researches, who label all the phenomena in
a process in this way, which cannot be grasped or predicted. The famous
Prussian military theoretician, Clausewitz, emphasised in his writing in
1832 that there is no such a human activity in which we shouldn’t face
uncertainties and risk, and so a military strategy never could be the
subject of choice rested upon pure military considerations. In fact, this
is generally true for the process of any decision-making, and the term
“unk-unk problems” often appears in strategic planning and in project
management.

The then United States Secretary of Defense, Donald Rumsfeld, at
a news briefing on February 12, 2002 spoke about the lack of

evidence linking the government of Iraq with the supply of weapons
of mass destruction to terrorist groups.

Later, after he had repeated his statement on the NATO summit in
June of 2002, and it had been added on to the list of casus belli
against Baghdad, the US president got warranty from the Congress
to mount an offensive against Iraq in October of 2002.

Malik

O Repor that that
something  hasn't
are always interesting
because as we know, there
are known knowns ; there
are things we know we
know . We also know there are
known unknowns ; that is to
say, we know there are some
things we do not know . But
there are also unknown
unknowns o the ones we don't
know we don't know. And if
one looks throughout the
history , it is the latter category
that tend to be the difficult
ones.6

say
happened

to me,
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Structural  Approaches

e The Main Idea . 1. lcon: Human body and its
functional working .

2. We can only understand and
explain the 0 p a r df e system
by reference to their fit within
the whole.

3. Every part is interrelated, i.e.,
changes in one part affect other
parts in both subtle and
profound ways.

4. Holistic : the whole is said to be
greater than the sum of its

B

e The key points of structural gs'proach es:
V Structures are enduring, but not permanent
V Structures contain a specific logic and dynamic
A Functional explanations account for institutionalized aspects of the social system

V Structures create particular relationships (e.g. 1) The balance of powers in IP:
Dominant country -subordinate country; 2) The division of power/checks and
balances; 3) Social arrangement: the settlements of the people in society)

Jozsef Zoltan Malik
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Structural Approach : Case Study

e Feudal Social System Gob

Worldly ruler: %/ 9 Religious Ruler:

Emperor or King war Pope
z & - Religious nobility

V Society is divided into distinct but related

part , Worldly nobility
V Each part had a pre-determined function gy i —

or role meant to keep the system intact
and operating smoothly : once created, the | Mechas
system became highly resistant tO  |Free peasants
change.

V The Integration of Social Interactions

Serfs

Cristian Universalism

E Ki - : : :

mpeiorf e Christian  Universalism : the view that all

Suzerainty human beings will ultimately be "saved"
and restored to a right relationship with
God.

RELEGIOUS LAW  POLITICS | ECONOMY

Suzerainty : a relationship in which one

v Y i i 1 1
Family r region or polity controls the foreign policy

Household and relations of a tributary state

Jozsef Zoltan Malik
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Structural Approach : Case Study (cont .)

e OModernd Soci awthSys
Capitalism ):

V 6Secul asnniaz ed
V Individuality & Social mobility

V Rational attitude and efficiency

<

t e

Capitalism is the key and most powerful

structure of the contemporary period : it

shapes almost every aspect of our

lives

and even shapes our very consciousness .

G

g Politics RELIGIOUS

L STATE VALUES

Law / ARTS

A Family

E Household

T

A GOODS & MONEY KNOWLEDGE

'II' ECONOMTY SCIENCE
MARKET TECHNOLOGY

g EDUCATION

CET0OQ0®

20" um@IO0N

Jozsef Zoltan Malik

Circulation in Macroeconomics

LS (labour sup ply);

Tr,

WORKFORCE <
Wage MARKET

[“D (Labour demand)

vy o

Household -—Hb- Government

Saving
['ax
Transfer

S (government
expenditures)

|

A

Corporation

J

Yield

. COMMODITY
Foreign MARKET

X (export)

Consumption

U The increasing complexity of
social interactions
V Rationalisation
V Differentiation
U The autonomy of the different
social realms
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Structural Approach : Case Study (cont.)

e Feudal Social System:
- Superstitious attitude,
- Lack of Individuality,

- 0Seilnpose i mmaturity [ é] t
oneds understanding withou
a n ot h(Emmandel Kant)

o Capitalist System: OMar ketisationo

- Oppressive Inequalities : when money determines
the access to the essentials of 6 g o 6 d fsuclkh as
decent healthcare, best education, political voice
and influence in social life, etc.

- When market and trade extend beyond material
domain, they change the character of the goods and
the meaning of social practice A that may
undermine values and attitudes that are the basis
for the cohesion of society .
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Constructive  Approaches : The need

e Richard Feynman

U It is hard to make up a very crazy idea 0 witches, for instance .
"How could people believe in witches in the medieval ages?" And
you turn around and you say: "What witches do we believe in

now?"

V All the people are doing the same ritual & some kinds of | ™ -
ceremonies such as brushing on e dsth & for no good Richard Feynman:
reason? _ _ _ _ Take the world from

V Take the world from another point of view. And think about it another point of view
from a new point of view. (1973)

e Brene Brown :

U The lot of 6 s ma unkegtainties in social life makes us vulnerable,
and we want to numb it. The means of this seem to imply some
social practices :

V Different forms of compensation A Addiction s;

V 6 Wemake the uncertain c e r t a(inmedgious, in politics, in
media, in social relations) :
A 6 Bm/we are right, you are wrong, shut up 6,
A The lack of discourse and conversation .

V Blame A A way to discharge pain and discomfort . Brene Brown:

U The bright side of vulnerability : d am Enough 0 The Power of

V 6Vul ner ashhelcoré gf shame and fear, but it is also the Vulnerability
birthplace of joy, happiness, creativity, belonging and love." (2013)

Jozsef Zoltan Malik Social Studies 2: Politics




Constructive  Approaches

e The Main Idea
e
- T\ 0Sociology is a science which  attempts the interpretive
understanding of social action in order thereby to
arrive at a causal explanation  of its course and
effects. 6
Max Weber

V Most constructivists refer back to the work of Max Weber, who set out the task
of sociologists to understand the subjective motives and world views of
actors , which are important factors having an impact on our social world .

V However, in a much less automatic and determining way than objective
explanations based on clear causal relationships between readily observable
phenomena . (A reflection on We b e orijisal stance)

V Constructivists emphasise the role of norms in p e o p | bel@wdour

V Constructivists are interested in the role of informal institutions

A Formal institutions are based on written or explicity acknowledged principles, rules
and norms .

A Informal institutions are merely stable patterns of practice .
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Constructive  Approaches

o The key points of constructive approaches:
1. Cultural patterns and norms aséconstructors”

V Culture is a shared, learned and symbolic system of
values, beliefs, ideas and attitudes that shapes and
influences our perceptions and behaviour .

V Culture is subjective : culture is what we think it is
(or want it to be) A culture can be manipulated,
redefined or re-shaped;

V Culture is intersubjective : it is shared among
members of a community, tribe, society, nation, eftc.

internmalized:
culture is
habitual, taken for

learned: culiure is
not transmitied

genetically, but granted,

perceived as
natural

must be actively
passed down

Jozsef Zoltan Malik
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Collective Representation  of Soclety

Emile Durkheim: De La Division Du Travail Social, 1893
(The Division of Labour in Society)

There is a collection of feeling and beliefs in the common members of society,
which consitutes a common, specific system of which has an own life. This is
a collective mind.

The presumption of collective mind is that there must be a mutual part of sec-
ondary mind. Something about which everybody knows the others know. The
absence of this community, ""the mind of ours’ cannot be evolved.

e Primary, secondary mind, and common knowledge:
V Primary: what | thinks/know about fact: Kego[Fact)

V Secondary: what I thinks/know about what the other(s)
knows/thinks about fact:  KegeKaue:(Fact)

V Common knowledge : Primary mind plus secondary mind

w

plus third mind, and so forth. a MODERN INTERPRETATION

@ Alternative Conceptions: Collective representation of society is
— as a Collective Mind (Emile Durkheim);
> in the third world of knowledge (Karl Popper);
> working by cultural replicators called memes (Richard Dawkins);
— as a result of deliberation (Jirgen Habermas);
+> in institutions (David Bloor and S. Barry Barnes).

Jozsef Zoltan Malik
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Constructive  Approaches

o The key points of constructive approaches:
2. Culture as power :

V The ideas, beliefs, values and identities of culture have power
at both individual and collective levels.

V Example #1: Mohamed Bouazizi, who set himself on fire to
protest against an unjust government ; his action ultimately
led to the collapse of 23-year long dictatorial rule in Tunisia .

V Example #2: The ideas of freedom and liberty have played a
central role in American culture : they have inspired and
moved Americans for centuries, and ever since.

Patrick Henry

words, o0Give m
give me d e a tnhade in
1775 .
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Constructive  Approaches

o The key points of constructive approaches

3. Theories of Middle Range

. 4

VD o n @reate grand theoretical schemes. We should
be more specific to be able to test directly by
o empirical research ;
"’ Vyet sufficiently general to cover a range of different
Robert K. Merton phenomena .

e The constructive (cultural) approach: some caveats

VThe impact of culture may vary depending on a
particular set of political, social and economic
circumstances ;

ACulture never 0 acdlsoneo
VoCu l t uas andindependent variable is not easy to use;
A Cultural agents can be both causes and effects.

V The subjective nature of culture means that it is
tentative (it can and does change);

Ait is also subject to various, even contradictory
interpretations (itis not 6 monol i.t hi ¢ 0)
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[I. Collective Actions
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Private vs. Public Goods

e Private goods:

V Goods that can be used in separate units A divisible goods
V Individuals can have access to private goods by bargaining with other
people

V Example: food, clothing, houses, cars, etc.

e Public goods:

V Goods that are inclusive |, i.e., jointly consumed.

V Public goods are collectively desirable, and are jointly supplied to
their potential users.

V Must share in potential utilities and damages

V Example: sea, roads, protection and security, etc.

S Fislay
A :

Jozsef Zoltan Malik
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The Individual Logic

e Trouble:

Ve

A Individuals interested in using public goods may not have
incentives to contribute to their provision because they can expect
not to be excluded from access.

A Who will bear the costs of provision ~ ?

e Mancur Olson : The Logic of Collective Actions (1965)

The individual logic of deciding whether to participate can
be represented by this collective action function:
EU=u*p OcC
where
- EU is the expected utility (reward for an individual for
participating in collective action );

‘ - u is the benefit (utility) from accessing the public good;
Mancur  Olson - p: the probability of the effectiveness of individual action
if the individual is ready to participate;

- C: the cost of participation.

Remark: For private goods we can use the same function subject to p=1, since for private goods the
i ndi vidual action (6paying the priceo) always make
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The Paradox of Collective Actions

e The Failure of collective actions:

p>

Free Rider : Someone who is able to use the public goods without
contributing to their provision .

If the majority of a community opt for being free rider, they will abstain from
participation, and thus collective action will end with no success.

This conclusion is true even if the individual longs for the successful result
of the collective action .

Example #1: The dilemma of striker .

)

To join or
to remain
at home?

> >

p>

A Example #2: The dilemma of rational voter:

Let u = 3000€ be my expected annual benefit if the ~ The likelihood that my vote will determine the result if
candidate I prefer will be the winner in a voting, the number of voters is

N=1, then p=1, thus EU = 3000¢€.
My benefit would be less than the cost of voting. Why,
then, would I g0 for VOtiI’lg? N=5, then p=1/N=0.2, and thus EU=600€.
N=1000, then p=0.001, and thus EU=3€.

Jozsef Zoltan Malik
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The Spontaneous ways out of the paradox

e When the paradox of collective actions do es not occur:

1. If the provision of public goods gives considerably more benefits to one or
more members of the community than the total cost of their supply : u >>c
for them .

V In this case that member(s) will be willing to cover the incurring costs.

2. The influence of the number of the community :
V In latent, large communities a single p e r s ogor@ribution to the
collective action does not influence on the success of the action .
V In contrast to small groups where each actor knows the significance of
his contribution |

u  Conclusion
V Smaller groups may exploit the larger one.
V Smaller communities can be more effective
than larger ones.

3. Warning!
V The paradox of collective actions occurs only
if there no exist (informal) ties among the
actors .
V The network of ties may significantly affect
the motives of the members in a community .
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Case study : The S ize of Communities (#1)

e What is the effective size of communit ies?

i

Jozsef Zoltan

Group@scommuni tlegwd sof organization and effectiveness in
promoting its interests will largely depend on the size of the group . But, be
careful, i t @pzzling question .

Small is more effective than big:

V In collective action function , EU = u*p 0 c,
p captures the individual subjective estimation if he is worthy of being
undertaken to the contribution of the provision of public good.

V Generally speaking, pis an inverse function of the size (S) of the group :
p = 1/S. A A single individual tends to be less influential in large
groups .

A If Sis large, p will be small, and so will be the product u*p in the
function .

V Conclusion :

—Jb, B’ Ol'he incentive for group action diminishes as group size
e increases, so that large group are less able to act in their
common interest than small ones.o

Mancur Olson
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Case study : The S ize of Communities (#1)

If S is large, p will be small,

and so will be the product u*p in the function , EU = u*p & c.

Prob (P)

p is the measurement of the
influence of individual action

alone large size (S)
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Case study : The S ize of Communities (#2)

e What is the effective size of communities?
U Why is it worth being small?

Smaller groups exploit the larger one.
A The capture of the government by pressure groups
V They may seek public subsidies, protective tariffs, etc.

A In IP: Small states obtain benefits from large areas of free
trade and from international security alliances

V  Their contribution to the provision of universal or large -
scale public goods less than proportionally to their
relative share.

U Pipe down! We also have other experiences in life:

2.0Bifigh eat small f i s:h o

0 Ma s tl marvel how the fishes live in the sea.
Why, as men do a-land : the great ones eat up the litle ones.0

William Shakespeare : Pericles

A Suppose there is a successful new  startup . Big companies start
to eye the smaller ones. Finally they acquire the small startup
even though the startup wants to be independent. I t coul c
keep its independence due to its limited financial resources.
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The Different Types of Public Goods

e Here we have another phenomenon that is worthy of attention

U The expected contributions by individuals to the provision of public goods
partly depend on the characteristics of the different types of goods:

1. Pure Public Goods: FOXE='""
. a gencore 0
V  Those public goods that can be used by one person without BaveT = iIFC™, f """""
modifying anyone e | s sabisfaction or utility . rx':; Ewm,,wmh@

30 @ sgpvery Jiiing
V  Examples : Air, cable services, scientific discoveries, etc. !
2. Network Goods:

V Those public goods that give higher potential benefits to each
user the higher the number of users.

V  Examples : Insurances, currencies, internet (WWW).

3. Rival Public Goods:

V  For this type of public goods, one additional p e r s ousedd$ the
good can diminish the utility of other people using the good.

V  Examples : Roads, beach, natural resources, etc.
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Selective Incentives

e The ldea :

1. One mechanism to make people contribute to the public goods may be the
conditional supply of private goods to the participants in collective action .
V This can create selective incentives for individuals to cooperate .
V They are 0 s el e cbedause O0they are individually and not jointly
supplied .

2. Selective incentives can be: 1) moral or material ; 2) positive or negative .
V Example :

A Material, positive selective incentives :
gifts, perks for members such as
insurance, clubhouses, and discounts
in shops, hotel or car rental .

A Negative ones can consist of fees,
fines, or taxes.

A Moral incentives : prestige, awards,
access to social netwoks .

e Definition:

Selective incentives are private goods provided conditionally to the
participants in collective action .
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On Mechanisms from a more general view

Types of mechanisms (Coleman) :

o Situational Mechanism explains how macro-level phenomena affects
individual who gets into a situation.
o Behavioural Mechanism explains how individual internal states af- 2. Micro -level processes are
fect individual behaviour, or in other words, how people act given certain, but their effects at
. . . i macro -level are probabilistic.
their motives and situations.

o Transformational Mechanism explains how individual's mind and be- 3. There are law  -governed causal

1. The scope of mechanisms is
not universal like that of laws.

liefs induce some actions, which produce macro-level phenomena patterns at micro  -level and
. . . .. plausible effects at macro -level
(e.g. morbidity or mortality rate). — Aggregation, Strategic interac-
tion (Game Theory)
Macro-level Macro-level
Clbise oufcomte

Siruarional
miclramisms

Transformational
miecharnisms

Behavieural
rrreciianisms

Col e maBaiks

Tndrvidual
ircrermal
stares

Tndividual
acfton
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Voice and Exit

e The ldea:
1. The choice to participate in collective action also depend on the alternatives
available .

V If an individual is interested in a public good, but the costs of joining
the group or a network is too high, he may choose to seek an
alternative provider or move to an alternative setting in which the
public good is already provided .

2. According to Albert O. Hirsc hman (1970), there are two options as rival
actions on the side of individual
A Voice is a part of the correctional mechanism, when members of a
*' community express their dissatisfaction to the leaders or higher
authority, or in the event of a general protest .

A Exit : a move to an alternative provider of public goods, whether this
implies leaving to join a different group, voting for another party,
moving or emigrating (also called 6 v o t withh @ n e fees).

o

Albert O.
Hirschman
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Case Study : Focus on Voice and

ACTIVE
M
S Voice:
Exit: migrant and
. those who protest
peregrine students and system criticals "
~ =
: 5
= & >
E Ty -
b_
= 7]
v =
o . iy 3
Political Neglect: Political loyalty:
inactives and party loyals " :
system scepticals and system loyals In politics, a (_:e?rta.m
type of passivity is
Passive resistance, when a society also the part of
gives up cooperating with v collective action
reigning power PASSIVE

Rusbultand ceauthors expanded model (1982)
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[Il. Cooperation and Conflict
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Theory of Actions and Game Theory (#1)

e Game Theory 6 | many -player situations it arises

P _ _ o that all the p| ay dot degends on
A is a mathematical theory that studies decisions the actions of their par t n ands

in situations where o n e dexision depends on in these cases the question is 6 h o v

expectations as to what others will do. they have to play to get the best
) result they can [é ] hardly can

A is a systematic study of strategic interaction . In  imagine a situation in ordinary life
a situation like that, each actor must decide Wwhere this  problem is  not

whether to cooperate or to defect (to compete). relevant .o John

von Neumann

o Classifications of interactions in Game Theory :

A The sitch of collective actions has specific structural -logical
framework, and we can characterise it by Game Theory. We have

some metaphors : .«‘
V Zero-sum games in which gains for some participants imply Q

losses for others . Metaphor : Matching Pennies.

V Non-zero-sum games: positive -sum (win-win) or negative -
sum (lose-lose) situations . Metaphor : Pr i s o dilemnias

V Coordination game which implies easy cooperation among
people. Methaphor : Invisable Hand Game.
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Theory of Actions and Game Theory (#2)

"""" Player erisoner's ST
Y- ragers h t ‘. CONFESS | -5
1 < 1 1 L] o \a/ e a CONFESS
% %::; , H -1 1 | DENY | -20
= ‘1 1 contess | 1] CONFESS | 0
atching Pennies| T 1 I e 1] % | ,
A DENY
Each of two players puts  Player A is the winner if the coins match, i.e. both g ‘ ﬁ( DENY | -l
down a coin onthttable  coins show heads (Hh) or both show tails (Tt). | s ; 2
without letting the other . st e e PREFERENCE: DC  CC . cD
player to see it. Player B is the winner if the coins do not match — T
(Ht or Th). Al pavorr: o / 5
Invisable Hand Game: '& ﬁ‘ EQULIBRIUM
= <. DCCC DD CD o V||t 1w
2 '?6'2 01 '.2;) s 9 S 20 Two prisoners are suspected of taking part in a serious crime and shut up
: € [ 4 ] [ ] in separate jails. The pumshment depends on whether or not they confess.
.. 9= If both confess, they will be sentenced to five years. If neither confesses,
both will get a sentence to one year on account of a lesser gwilt. If one
D C g ¥ a
o1 = .5 20.0 | ¢ CD CC DD DC | confesses and the other does not, the former will be free, while the other
cl o '_20 1, 1 l—o will receive a severe sentence of twenty years. What should they do?

v
Adam Smith's story 6 -1 20 »-1
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Theory of Actions and Game Theory (#3)

— In Game Theory the task is to find the equilibrium of the game

@ The equilibrium of the game is what the player has to follow if he does not want
to come off badly.

@ The definition of equilibrium depends on domination. In the prisoner’'s dilemma
the dominant strategy is to confess (D). This is the optimal choice for both
players independently of the other player’s reply.

Method,

Intentions . .
) + Actions —} Social Phenomena
s Mechanisms f Individ.
— . olelective Tneentives
A: ? ? B: 20 Selelective Tncentives Rational Decisions:
' 20 A ' 0e— -1 Fixed Preferences + Decision Rule —» Actions

Equilibri
Bayes's Rule: Fu uiliprium

@ What is symmetric 2x2 dilemmas? Some models of conflits

Prisoner’'s dilemma: DC CC DD CD

The situation and lhu.pumlm'ns of the Fla}'vrs are e of Chickenm: DC CC CD DD
the same but they arrive at different circumstances beadlock : be DD ce oD
by choosing their strategies. Security dilemma:CC DC DD CD

(or Stag Hunt)

@ In an asggmetric dilemma the players
are in t same situation but their
position are different.
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Case Study #1: The D -Day

e Strategies:

The Allies can invade either
Calais or Normandy .

Germans can choose between
concentrating  their forces at
Calais or at Normandy .

e Payoff matrix : : e N e
== Allies B2
Calais Normandy
Germans 53 Calais (1;-1) (-1:1)
Normandy (-1:1) (1:-1)

@ Assessment

V Thisis a zero -sum game, the logic of the game is similar to the
Matching Pennies game. And so is its payoff matrix.
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lllustrative  examples (#2)

e Fare -dodging:
V Cooperation: To buy the ticket
V Defection: To be a free -rider
V Individual interest (D) a A Common interest (C)
V

For a long -run, individual interest is the same as
common interest.

Fair Passengers

Preference Profile: DC CC DD CD
2 1 1 -2 Exploited

Fare dodger passenger (s)
Corruptness
&
CRACK

Sociallnterest: DD A CC

Jozsef Zoltan Malik
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Case Study #2: The Dilemma of Striker

e Strategies:

STRIKE!

. , ) ) To join or
Defection (D): 6 | the strike will be to remain
successful | will get the higher salary athome?
would rather stay at home.o but to expect others  to play C.

Cooperation : 0 Isimply c¢ a n &tt my Preference Profile: DC CC DD CD
colleagues down .6 2 1 -1

However, if the majority ‘J

of the potential strikers
e Payoff matrix: opt for abstaining from
D C the strike (practically it
means DD), it will end
D -1,-1 2, -2 with no success.
1

C -2,2 1,

@0,

e Assessment

V The dilemma of striker is a Pr i s o mDdemrdas: If each actor has incentives
not to cooperate (because you fear or you are lazy), the strike will be
insufficient, and thus you and your colleagues are worse off than if all
cooperated .

Malik
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Case Study # 3: The Game of Chicken

Game of Chicken — Exploiter: if row player defects, he remunerates himself, but punishes
the other. Their preferences are DC CC CD DD

C D The basic idea of the story goes back to a James Dean’s cult classic movie

C 1,1 -1, 2 ~Rebel Without a Cause”, and the name of the game is from Bertrand

D 2. -1 22,2 Russell. Two guys compete with each other: they drive their stolen cars to

a precipice in a narrow path. The one who swerves off the road is the

D: Remain in the game chicken, and the other going straight on is the winner. What should they
C: To swerve off the road do?

ALL SYMMETRIC 2X2 GAMES

Preference Profiles in a
Pr i s onDlamina is

Preference Profiles in an "’“"' DC CC DD CD

Invisible Hand Game is

CDCC DIDDC
0

This is an instance of
coordination games

Preference Profiles in a
Chicken Dilemma is

(All the symmetric2x2 games DC CC CD DD
that are not coordinationlike,
i.e. they are real conflicts are
markedby ared dot.)
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Case Study # 3: The Game of Chicken  (con.)

CUBAN MISSLEICRISIISI 9.962)6& Strategies :

UsSh: - Cooperative: a naval blockade to avoid the Soviet
arms transport, which is followed by a strict action
to persuade the Soviet Union to remove the missile
basis;

- Defecting: air attack against the Cuban basis, and
then may as weall be an invasion of the island;

Sowviet Union: - Cooperative: to remove the missile basis
and stop to the arms transport under certain
conditions (the US does not attack Cuba and to
moderate her naval policy in Turkey) ;

- Defecting: to leave the missiles in Cuba.

Cutcomes from the US point of wview:

DC and CC: These are the two outcomes in which the

Kennedy s expert team was thinking. CC is the natural

cutcome, and the fear of nuclear catastrophe (DD) makes
Munich the Bu?iets yield.

Syndrome CD: This means the unacceptable ocutcome for the US to

agree to building up the missile basis in Cuba.
LYY DC(2) > CC (1) B CD (-1) > DD (-2)

DD: The risk of nuclear war if the Sowviet reply is D to

the US behaviour tending to D

Soviet Union

The US behawve in this situation as an Exploiter:
she does not make concessions, will defend "“the c -
door of America”, and to aveid nuclear conflict Usa [ 1, 1 -1, 2
the Sowviet Union is cobliged to compromise. m
So the US gives her adwvantage and harms the =
Soviets by threatening with her own D strategy
(CC — DC).

*®
Muclear Doom

US as exploiter:
CC (US: 1, Soviet: 1) — DC (US: 2, Soviet: -1)

Jozsef Zoltan Malik
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Multi -Player 2x2 Dilemmas

o Multi -player dilemmas can be considered as n-person c“'“—’fs _
dilemmas where a representative player as EGO, who is = =c 5
in the same shoes than the other (ndl) players, plays the b Be b5
game against all the others identified as ALTER (from the
term Galter egoo0.)

e Schelling Diagram is a tool for displaying the expected UTILITY & \
utility of both the cooperative (c-line) and noncooperative .
(d-line) players . ',:if"'

® In a multi -player Pr i s o nddeamin@ noncooperation s ‘,_;-:.'-'--"""“
always individual better, in terms of selfish benefits, which cooreraToRs ¢ )

D 0 DEFECTORS

Is shown in the Schelling Diagram by that the d-line is
consistently above the c-line::

There is no intersection point A There is no possible trade -off between Defection and Cooperation
A No O6optimal é6 spontaneous r Adntetventoniemeededo t he dil em

e In a multi -player Chicken game there may exist such a Utility
trade -off, which is shown in the Schelling Diagram by the
intersection point of d-line and c-line .

Cooperators o 200
200 0 Defectors
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Case Study #4: The Tradegy of the Commons

Imagine a rural pasture on which 10 farmers graze one cow each by the habits of
the village. For the sake of simplicity, suppose each cow weighing 1000 pounds,
so the total weight of theirs is 10000 pounds. Once upon a time one of the
farmers (the “defector”) in order to get twice more profit, breaks the habits by
sending one more cow to the pasture. From this time on, there are 1l cows on the
pasture, and since each has a bit of less grass to eat, they are able to put on
weight up to 900 pounds. However, the defector whose has two cows on the pasture
is a better position than the others who cooperate: he has two cows weighing 900
instead of one weighing 1000 pounds. Each farmer who is willing to cooperate has
a loss of 100 pounds, and the village as a whole loses 100 pounds, too, because
the total weight of the 11 cows weighing 900 pounds is 9900 pounds instead of the
original 10000 pounds. This is not a big problem otherwise, but what happens if
more and more farmers think that they want more profit and also send another cow

each to the pasture.

Jozsef Zoltan

Malik

THE THE THE
THE TOTAL | THE TOTAL
i o vy WEIGHTOF | LOSS OF
COWS |COOPERATORS| DEFECTORS cows WEIGHT

10 1000 0 10000 0

11 900 1800 9900 100

12 800 1600 9600 400

19 100 200 1900 8100

20 0 0 0 0

UﬂUTY‘

1800

1000

1800

1000

COOPERATORS ()
D

)
0 DEFECTORS
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Case Study #5: Tlngenioas 06 T aXx i

The case of ingenious taxi driver as a Game of Chicken:

DCCCCDDD

Utility

-
o

v ]
2 e

330 |«

Cooperators o ’ 200
200 | 0 Defectors

Threshold: 66

- 3
.,

@ This case study is a many-player Game of Chicken situation.
Imagine that you are in a metropolis and are about to get to the
airport in peak time. You are sitting in a cab going in a major
road where there is a traffic jam. The driver who knows well
enough the roads of the metropolis, makes a detour and save up a
lot of time, but the crux is that you need to return later in the
busy major road. After some waiting and throng you are able to do
it. Of course, several car drivers may do the same, and there are
two strategies:

. Defecting: to turn to the slip road that is also blocked, and back to

the avenue will be very difficult because a lot of cars are not easily
let in by the cars going along in the major road.

. Cooperative: No other way, go along in the busy major road and look at
your watch.
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The Horizon of Time

Prisoner's Dilemma Axelrod's Tournament
] B _ Il Axelrod’s tournament: Each strategy
IH ﬂ ﬂ”‘ The Overvatuation of Cooperation ii®x was paired with each other strategy for
N O Reassessment 11 @“‘ @ @ 200 iterations of a Prisoner’s Dilemma
el 4 ! game, and scored on the total points
| i&,& ‘l "Regipmcify"inlp k ' accumulated through the tournament.
D TFT

Tit for tat is an English saying
Meaning
"equivalent retaliation "

reciprocative!

The Lesson of Ax el r o doursament :

The winner was a very simple strategy submitted by Antol Rapaport
called TFT that cooperates on the first move, and subsequently
echoes (reciprocates) what the other player did on the previous
move. The main properties of this evolutionary success are:

* Don’'t be yellow (envious, jealous)!

* Don’t be the first to defect!

* Be foresightful and think of the next interaction!

* Be reciprocative! Welcome to nice gestures, gun for unfairness!

In Western culture a handshake when meeting someone is an
example of initial cooperation

B Olf you scratch
=3 my back and [l
B scratch  yours 0
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The Horizon of Time (con.)

e Finite and infinite horizon of time :

This experiment illustrates an important fact that there is a difference between the time horizons
of games:
V It matters if a game
Ais repeated fixed number times (a finite horizon of time ); or
Ait is repeated unspecified times (an infinite horizon of time ).

e Equlibrium in games with finite and infinite horizon of time:

Before | Die

Time Horizon of Games
Beafore | Retire

‘ " Finite Infinite
(unspecified)
Original Equilibrium Overvaluation of
of the Game. Cooperation.
In PD: D In PD: TFT
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The Horizon of Time (con.)

o Equlibrium in games with finite and infinite horizon of time:

Before | Die

Before | Retire . Shnrt_run
 ThsCareer Finite

time horizon

Infinite Long-run

time horizon

I — A
o
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Case Study #6:

Overfishing

Tradegy of the Commons:

900 000

N

It is a prisoner dilemma 800 000
with a finite horizon of 700 000
time @ 600 000
U Overfishing when so £
: ‘a3 500 000
many fish are caught that =
the population c¢ a nrdduce 5 <0000 =
fast enough to replace them. L -
There are fewer fish in the sea than ever before
. 4 ' yoar | Percentage of species exploited, overexploited or collapsed 200 000
100 000 1 )
0 -
1850 1860 1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000
™ U From the 1960s, offshore bottom trawlers
f > {- e begqn exploiting the dee_per _part of the stqck,
- »“-3\3 leading to a strong decline in the underlying
L RS S biomass .
j!ﬁ’ ; h 0 1970s: First, Internationally agreed quotas,
< ¢ AN following the declaraton by Canada of an
Pt ) ¥ Exclusive Fishing Zone in 1977
Las"" B A . . .
COOPERATORS (Rs U Towards the collapse : National quota systems
’ ultimately failed to arrest and reverse the
+«—— DEFECTORS decline
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Case Study #7:. Global Warming Effects

Tradegy of the Commons:

. N . GI.OBAI. WARMING EFFECTS
@ Individual Rationality: Individual

users actlng ]_ndependent]_}r accurdlng Er;hanced greenhouse effect This creates rising land Iancl ocean surface
. . eeps more heat on Earth temperatures or global warming
to their own self-interest over shared-

resources system (e.g. soils, rivers,

oceans, freshwater, fishstocks, etc. ) ﬂ{}\
® Common Rationality: Set up

coercive regulations that restrict T PP S umo e

Over_exploitation Gf COmiImon and cyclones cover and sea ice (shore retreat)
resources. =

Global warming causes

® The Boiled Frog Syndrome:

% ¢ Common Rationality
w(Infinite Horizon of Time)

Less greenhouse gases leads to a
cooler and safer Earth

Individual rationality -
(Finite Horizon of Time)

Each day new

greenhouse gas
Anecdote : If a frog is placed in boiling water, it will jump ‘;’(:;':fé‘::tsef;‘r:gs‘:’
out, but if it i_s placed in cold water that is slowly heated, it physical changes
will not perceive the danger and will be cooked to death .
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V. Hierarchy in Socials
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The Problem of Social Loafing

e The ldea:

A Team shirking has been documented firstly by social TEAMWORK
psychologists in 1979 .
A When individuals think their own contribution to the group
cannot be monitored immediately (e.g. cannot be measured _
exactly), team production tend to slacken .
V Experiment : When confronted with a simple group of
task like pulling a rope (tug-of-war), individual effort

declines with the number of members in the group . Tug -of -war
A Social loafing is a real managerial trouble, because the
output of collective actions will be worse.
o Example in Business:

U Franchising: itis a business model that involves licensing of trademarks and
methods of doing business. Well  -known brands used franchising to take their

business global.

Brand License U Interest conflict : Tend
Eiﬂﬁ,"rﬁ’é‘m m—> to cost-cut means a kind

Royalties ‘ of 60t easrhi r k ithatg 0
= Franchising Fees eventually will lead to the
decay of reputation .
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Case study : How to keep team motivated ? (#2)

Prob (P)

alone large size (S)

Slacking/Social Loafing:

S is getting larger, p will be 7 [ Individual effort declines with the
small, and so EU = u*p 0 c. number of members in the group.

p is the measurement of the
influence of individual action
on the team output

The members shift the "costs"
of duties to others.
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Case Study : How to keep team motivated ?

e How to conduce team members to be more engaged ?

&~ BRAND®

L 8 & & & ¢

Strategic Effort

#1 Team Contract #4 Create A Line of Sight :

1. Goals Being able to see a direct

2. Responsibilities impact on the end goal

3. Norms

Operative Effort

#2 Short Frequent Meetings as opposed #3 Stand and Deliver
to long drawn out meetings

Jozsef Zoltan Malik
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The Sources of Social Loafing

e Information Asymmetry:

A In the story of Robinson and Friday the division of labour Asymmetric information

has resulted in the raising of efficiency . Zggﬂfm@f:ngggt%iﬁyto an
< . . | |
A What if Friday starts to slacken off? possesses greater knowledge

V He will be complaining that fish d o ntake the hook, than the other party.
and Robinson has no time to watch after him .
A So, if Fr i d acgmplain is nothing else just cheap talk,
his excuse is a case of social loafing rested on
asymmetric information

e Externalities:

Ve

A However, if Friday tells the truth, it also could be the
origin of social loafing because of losing his enthusiasm

Externality is a positive
or negative consequence

due to his 0 b aldu c.k 0 of an economic activity
' I
] I\/I()nop()|y Power teﬁ?ffnzgf;d_ by unrelated

A In division of labour the party who is specialised in one
segment of workflow (skill) has the wupper hand of the
others .

V E.g., if Robinson is freaked out, and tries to catch fish
himself, it will take time for him to be good again.
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Case Study : Asymmetric information

e In Economics asymmetric information  occurs when one party to an
economic transaction possesses greater  knowledge than the other party.

#1 Moral Hazard #2 Adverse Selection

The party with more information has an One party has relevant information

incentive to increase their exposure to about the other party lacks. However,
risk because they do not bear the full if this information is misleading, it

costs of that risk . often leads to making bad decisions,
such as doing more business with
less-profitable or riskier market .

Jozsef Zoltan Malik
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Social Loafing as PD with Finite Time Horizon

e Social Loafing as Prisone ———F -
A Social loafing can be seen as a free  -rider problem. ° ‘2 121 2
A One classical solution to this challenge is by B 2[* 8

) Thomas Hobbes.

A Hierarchy + Supervisory Authority DC c cD
V Regulated, segmented course of actions

organized in a hierarchy of competency can yormative Hobbes Theorem:

be controllable Structure the law so as to
) minimize the harm caused by
failures in private agreements.

@ Hol mstr°m Theor em:

A The outcome of t e a méommon action depends on the
interrelated individual efforts .

A If we are uninformed about individual effort levels in a team
production situation, there is no way for us to divide the
revenues generated by the efforts of the members of the team
in such a way as to motivate the appropriate levels of effort.

A Tend to iron-handed control will lead to decreasing in
efficiency : and beyond a certain extent, it is cheaper to tend to HoBle”r?]tst o m
voluntary, long-run cooperation .
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Social Loafing as PD with Infinite Time Horizon

o Axelrodds analysi s

A The most important goal of managen
of the future.o

A To set goals/visions;

A To use policies in which expectation of the success of common
action is persuasive. l,

Robert
Axelrod

e Soft Budget Constrain Syndrome (SBC Syndrome)

A Concept : The behaviour of some organization is affected by the
expectation that it will be bailed out if it gets into serious financial
trouble .

A The origins of this expectation could be for several reasons, usually
they are rested on moral or political considerations.

A Types of SBC Syndrome : Soft subsidies ; Soft taxation ; Soft
administrative prices .

A Crux : The diminishing efforts of organization to adjust its costs to J&nos
its revenues (SBC implies economic slacken -off). And this might Kornai
have adverse consequences to the whole economy.

Jozsef Zoltan Malik
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Case Study: SBC and its moral judgement

o SBC often works asif 6 s ma |l droaigs might exploit the larger o ne o

U The structure of SBC is always the same: there is a pair of actors, one is in
permanent or temporary fiscal trouble with some amount of deficit, and the
other one which is ready to bear the costs of deficit partly or completely .

1. In several countries the agricultural sector or
declining industry sectors or regions ( kyownfield
belto pre state -aided .

2. So is non-profit or state-run organisations such
as hospitals, schools, or local governments .

3. This kind of aid or bailout often works in fiscal
sector (e.g. Bank-run 8 when a large number of
people withdraw their money from a bank,
because they believe the bank may cease to
function in the near future) .

A

= ARRBRRE

U  Consequences : Counter productivity and shortage ,
such as queuing, decaying services and supply .

U Challenge : Fellow-citizens have different moral judgements about the phenomena of
the same origin . WHY?

Jozsef Zoltan Malik Social Studies 2: Politics




Hierarchy : Horizontal and Vertical

e Different interpretations for the existence of Hierarchy

Vertical Hierarchy

U Social Loafing is just one possible explanation for the existence of

hierarchy . It gives a social explanation of how hierarchies are
appearing in both horizontally and vertically . tcmﬂem

U Network Theory :

Vv

Jozsef Zoltan

Colonel B

| |
Captain A| [Captain B| [Captain C|

[Sergeant A| [Sergeant B |

In Socials different networks are not evolving randomly, that is
to say, any nodes might have equal access to get other nodes. [Private A| | Private B |
Instead, social networks are increasing by preferential
attachment : heavily linked nodes ( 6 Hu birs the) network tend
to accumulate even more links .

Random Network

In other words, local centres are appearing with their several
satellites . These are horizontal hierarchies where nodes linked
through a path by travelling in the hierarchy to find a common
direct or indirect superior .

The Structure of Scale -Free Network Transport Network as Scale -free Network
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Public Choice and Hierarchy

e Scenari o 0To build a bridgebo

A Suppose there is a debate in a community
about where a bridge should be built over a
river.

A There are pros and cons , experts are asked

to give professional opinions.

A Final choice is needed.

e A List of experts and the basis of their professional opinion:

Lawyer Legality
Aesthetician Spectacle & The sense of taste
Economist —) Thrift
Engineers The best way of reliability of the bridge
Politicians To be incumbent
Public choices imply the
o Political decision as O0f i nmacdssiy ¢ uadpehing c C
vertical  hierarchies .
V One for Al'l: i1t i1s for o0common good?od
V Allin One: it aggregates/reflects to all preferences i .A pos_s,lble
distribution of
V Allin All: authoritative A HIERARCHY resources
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Voting Failures

@ Condercet Paradox:

V This is the case when the alternatives knock out each other mutually.

V In this case voting system does not work, the final political decision will obviously be

authoritative.
Voter |[First preference|Second preference||Third preference . . .
e == = B= Generalization of this problem
Voter 2 B C A in Social Choice Theory:
[Voter 3| C I A | B |
C(A,B) = {B} © VArrowds theorem (
C(B.C) = {C}
C(A,C) = {A} A V Gibbard -Sattherthwaite theorem
There no exists a public choice: (1975)

C(A,B,C) = { }.
. ] In fact, to designate public interest in
° OStI’OgOI‘SkI Paradox: the way of aggregating individual

V Voting systems aérnet émpartialén e ut r R{Eferences is not evident at all.

Under PI, majority of voters are on

the losing side in majority of issues:

- Con. #1 is on the losing side on
issues {1, 2},

- Con. #2 on issues {1, 3}, and

- Con. #3 on the issues {2, 3}
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