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Introduction
A basic reason for studying institutions is the widely shared intuition that institutional design and choice provides leverage on the lives we are able to live.  We might not be able to intervene directly in developing new resources, or preventing environmental degradation, but we can hope to engineer institutions that might, over time, alter these processes. Institutional change, it is hoped, can play a role in enlisting masses of human energy and creativity and harnessing them to shared purposes.  In that way we are interested in institutions for the same reason that we are interested in politics or political leadership: a way in which we can guide or steer the large social, economic and ecological forces that affect us.

But, politics and political leadership are, in the end, fairly opaque or perhaps empty ideas. Institutions, by having their skeletal structures made visible and more or less mechanical, give us the illusion of collective control that is otherwise lacking. We can design institutions that distribute decision making authority fairly for example – or we think we can.  So rather than turning power over to some empty political vessel, institutional choice promises to keep the people in the driver’s seat.  Whether such attempts place unacceptable and unrealistic limits on creativity and cunning, as Nietzsche thought, or whether they permit a closer approach to moral and legal social order is an open question.  But given the awful experiences of the last century, institutional choice and design offers undeniable attractions.

Institutions can be valued either intrinsically or instrumentally and this matters for what we want to know about them. Democracy, liberal rights, and the rule of law may be thought intrinsically important to a good life independent of any other effects they may produce.  Perhaps they permit or enhance human autonomy or are required by some deeper value of moral equality.   If we value an institution for its own sake then it does not matter so much what further effects it produces.  We would want to find out how to produce and sustain it regardless of such consequences.  

This is not say that side effects of desirable institutions are without interest.  We might wish to minimize the bad consequences of an otherwise desirable institution. Or we might wish to appeal to an institutions’ side consequences in order to persuade others, who do not value it as we do, to accept it nevertheless.  We would still be interested in the question of how to bring it into existence or how to make it stable and robust to external events. As part of the answer to these questions we would also be interested in how to secure peoples’ allegiance to the institution, and perhaps how to motivate them to fight to defend it.  And to secure patriotic attachment we might need to appeal to the further effects of an institution, even if it is one that we value intrinsically. 

For instrumentally valued institutions, we would be most interested in whether their alleged benefits are real, or in the conditions under which those benefits are produced.  Such institutions will be worth having only if their effects are real and substantial. So, it would be important in defending democracy, or a parliamentary form of democracy, that its institution would actually tend produce conditions for economic growth or level economic or social inequalities. Or that it would do so more reliably or at less cost than competing alternatives.  And if these effects turned out to be real, we be interested in the same kinds of studies that were important for intrinsically valued institutions.  How best to institute the system, secure allegiance to it, make it robust against interfering events.  

1.  Why Institutions Don’t Matter
There is no shortage of studies arguing that institutions do not matter: that some phenomenon can be fully accounted for by reference to some allegedly non-institutional or pre-institutional facts (technology, geography, population characteristics, etc.).  There seem to be two ways that this is argued: that institutional arrangements literally don’t matter because economic and social agents or groups will work around institutions, buying or bullying them to obtain their objectives.  Chicago style pressure group models of the kind made famous by Gary Becker exemplify this kind of argument And, within game theory, cooperative game models essentially permit actors to contract around any particular institutional configuration.  

The other kind of argument is that institutions are epiphenomenal. This claim is that institutions adjust efficiently to pre-institutional facts, which I shall label T (for technology, but it could stand for geography, or anything else) and are fully explained by them.  So, if we are interested in explaining something like economic growth, G, the explanation takes the form: G=f(T,P(T))=g(T).  Thus, as before, institutions have no independent effect on the phenomenon to be explained, and pre-institutional facts explain everything.  

There are reasons to doubt both of these as each rests on implausible assumptions about social interaction.  The first view rests on the assumption that non-institutional actors can costlessly contract around institutional structures.  They can make binding agreements to coordinate their actions sufficiently to overcome any institutional obstacles.  The second view assumes that institutions can adjust smoothly and instantaneously to changes in T.  Suppose that is false.  Suppose that at a given moment, for some T, there is an incomplete institutional adjustment to T, so that P’ is chosen rather than P(T).  Since P(T) is efficient by assumption, we would now have G’=f(T,P’) < f(T,P(T))=g(T).  But that implies that institutions do have independent effects.  So, institutional stickiness (such as path dependence for example) implies independent institutional effects.

Anti-institutionalists have a response however.  They can claim that there is little statistical evidence of institutional effects in careful large N studies.
 Such studies, they say, provide little reason to think that there are institutional factors play more than a marginal role in explaining differences in development among countries.  This is, however, a far more modest claim than the theoretical one, and one that institutionalists might be able to accept. After all, in large N cross sectional studies, the variability of non-institutional factors is typically very large compared to variability in institutional factors.  And, if we think of large N studies as revealing “long run” relationships, one could well imagine that over a long period of time even sticky institutions will evolve under economic and technical pressure and that, eventually, groups will find ways to make and enforce agreements to secure their common interests.  That is, institutionalists are not committed, it seems to me, to the proposition that institutions will never adjust to technical or other factors. Nor are they committed to the proposition that subgroups will never be able to find ways to enter into effective agreements to pursue common projects.  Institutional effects may well be largely short term or medium term effects and, from a sufficiently olympian perspective, may tend to disappear from view. 

The more difficult problem for the anti-institutionalist is this: both arguments depend for their coherence on the supposition that there are such things as non-or preinstitutional facts, T, that could play the role attributed to them. And it is hard to see what these might be.  Clearly technical facts about production processes, and population characteristics cannot really be thought of as exogenous in the way assumed by these theories – certainly not over the long term -- and one may doubt that population characteristics or geography can play the desired role either.  At least not in the “long run” setting most favorable to the anti-institutionalist position.  That is T may adjust to institutional features, P.  If both P and T are endogenous then it is difficult to interpret the statistical studies as showing either the pre-dominance of institutional or noninstitutional factors. In this respect, it seems that the anti-institutional position has a conceptual weakness that undermines its favored interpretation of the various statistical relations.

So, I think that neither the theoretical nor the statistical arguments provide reasons to reject the study of institutions.  But what are the positive reasons?  The answer to this question depends on what it is that institutions are supposed to do – what effects they are supposed to have – and analysts have differed on this issue. Some, following Hobbes, think that institutions – at least some institutions – permit the formation of binding agreements thereby permitting coordination and exchange which not be possible without such structures.  How institutions are able to do this without relying, as Hobbes did, on a source of force external to society, remains a matter of research. But advances in noncooperative game theory suggest various ways in which agreements can be made enforceable in the context, for example, of repeated play.  Other thinkers have focused more on informational aspects of organizations – thinking more of how institutional structures can create opportunities for developing or transmitting information (or preventing its transmission), and of how these informational features generate capacities for forming and maintaining institutional structures.

Non-cooperative approaches recommend a narrower focus to the question of whether and how institutions matter.  And those approaches nearly typically find quite clear institutional effects, at least theoretically.  Indeed, one might say that they find too many such effects.  There are two characteristic features of noncooperative approaches: first, such analyses nearly always produce multiple equilibria and each equilibrium typically supports different conclusions about institutional effects. Second, these approaches often find that small variations in institutional structures can produce substantially different patterns of outcomes. Partial solutions have been devised for both of these problems: in the case of multiple equilibria theorists have devised various methods of selecting out certain particularly plausible or attractive equilibria.  There is a little agreement as yet how this might best be done but it is clear that equilibrium selection involves appeal to non-game theoretic intuitions.  In the case of non-robust institutional effects, the solutions have been more ad hoc. One can sometimes state the theoretical results in a way that “averages” over a range of institutional variation.  But this is rarely a complete solution and probably the reason is that the problem runs deep and is directly traceable to fundamental properties of non-cooperative equilibria.   

However, these issues are addressed or resolved, non-cooperative approaches also recommend much more focused empirical approaches to the study of institutional effects, based more on the study of an individual case histories or time series than a large N comparative study.  For example, rather than asking whether democracy or rule of law has the effect of inducing economic growth, or reducing wealth disparities, we might focus on the effects of smaller institutional components: the effects of some particular sequence that insulated a central bank or protected a judiciary from external interference. .  Presumably, such specific institutional changes can be more precisely and uncontroversially characterized than more nebulous concepts such as democracy or rule of law.  Much of the work on the effects of various legislative rules (governing agenda formation, special majorities) within either presidential or parliamentary systems focuses on variations of this sort.  

Sometimes the focus on such local institutional changes can reveal far reaching institutional effects on the capacities of a political system to operate effectively.  The work of Douglass North and Barry Weingast on the effects of the institutional changes that followed the Glorious Revolution, is a good example of this. Those authors argued that a fundamental part of those reforms made the House of Commons an essential legislative player.  The new governmental structure permitted any of the three governmental branches to veto important policy decisions that this reduced the ability of the Crown to renege on debts unilaterally.  By becoming more credit worthy, the British government gained the capacity to engage extensively in deficit finance of military activities and this extended capacity enabled it to play a much more effective part in contests with continental powers.  And roughly the same institutional changes also permitted the development of a fully independent judiciary during the same period.
  And the judiciary capable of the independent development of commercial common law without fear of arbitrary executive or parliamentary interference.

This narrower focus on institutional changes also fits in pretty well with views of practitioners.  Political and legal actors, whatever goals they aim to pursue, tend to take a pragmatic viewpoint on institutional change and one aimed at changing the performance of a system in which they practice.  So, a substantial part of the practice of political contestation is aimed about altering or preserving institutions for the purposes of achieving particular political purposes.  This gives researchers opportunities to study strategies of institutional change from the perspective of observers.  This does not, of course, imply that we should limit our perspective to the consequences intended by participants.  Many of the most important and lasting effects of institutional reforms are, no doubt, unanticipated and unwanted by those urging reform.  But the tactics of reform can help us understand how apparently stable institutions are destabilized and how new structures can arise in their place.

To the extent that valuable resources and efforts are expended in battles about institutions, it is hard to escape the conclusion that something valuable is at stake in them. It would be hard to account for such practices if either of the anti-institutional stories was literally true.
  Still, we cannot rule out a world in which people are deluded, even in the long run, as hard as it is to make sense of it. 

2. Matters of Definition
On a broad sociological conception of institutions – institutions are stable structures of norms and expectations – it is hard to avoid paying attention to them. Most human action occurs within contexts in which people are able successfully to form accurate beliefs about what others will do and behave themselves in unsurprising ways. Part of what accounts for this high level of coordination – especially among those who are not in intimate contact (and perhaps those too) – is that much of the time people are guided by widely shared norms.  This is not to say that surprises and disappointments cannot occur. Indeed, surprise itself would be impossible if expectations were not generally accurate.  How do these widely shared norms arise?  What are the processes by which such social “legislation” is enacted and comes to be accepted among a group of people?  We cannot really believe that set of norms that we endorse in every day life, that we find compelling, are just there or that they are fixed or unchanging. It makes more sense to posit that they arise somehow according to relatively rule governed practices that we may call institutions.  

To be sure, some of the institutions that surround us are pretty invisible to us in normal circumstances.  Most of us feel bound respect local conventions of politeness, for example.  We learn what those are and comply with them unthinkingly in most circumstances. These conventions are usually more visible to strangers or children than to those well situated in a social group. The “rules” are themselves are invisible, change in subtle ways, and their range of application always subject to controversy.  It is hard to see how these rules are “legislated” but there is little doubt that these rules somehow do evolve over time. Other institutions, legal institutions for example, are much more visible in that they assume an organized form with specialized hierarchically arranged roles, and formalized procedures for rule generation and application. On this account institutions are ubiquitous and essential elements of social interaction and following Aristotle we could say that “man” is an institutional animal.

So, if institutions are defined broadly, it doesn’t make sense to compare a world with to a world without institutions, unless that question is asked as a kind of Hobbesian thought experiment.
  Rather, a better question is a narrower comparative one: what difference does it make if one institution or set of institutions, or perhaps some institutional rule,  is substituted for another?  But this question itself is elusive in its implication that institutions can be put in place from the outside – from the perspective of a Lycurgus or a Solon.  But real institutions are human creations and, as such, must be liable to change and, I suppose, must be understood by participants to be liable to change as well.  Still the perspective of the lawgiver has some usefulness as a theoretical tool and a device for thinking through problems of justification.  And, the fact that institutions are changeable, does not imply they are easily changed or will be alterable in the normal political course of things.

I imagine that those interested in institutional effects are not really thinking about institutions in the wide sense just discussed.  The studies cited above concerned more or less organized structures with visible rules that are located more or less in the public or political realm. Electoral systems, governmental structures, legal rules, internal legislative procedures and structures, and administrative institutions or practices are common examples.  At a higher level of description democracy, dictatorship, and rule of law have often been studied.  In the case of institutions of this kind we can imagine the alteration or elimination of any of these things at least in principle and so we could plausibly ask, as has often been asked, about the effect of democracy (however defined) on economic development.  Similarly, one could ask the narrower questions of what difference it makes that governments have separately elected presidents, or have bicameral legislative chambers, or independent judges.

Another problem of definition recognizes that the particular institutions of interest to us are often normatively defined at least in part.  Democracy and democratic institutions are not only interesting to because of their effects but because we approve of them, or at least of certain aspects or versions of them.  We are perhaps reluctant to call a system democratic if it merel;y satisfies a list of measurable criteria.    So it is not surprising that definitions of democracy differ enormously in ways that must be understood normatively.  What does it take for a state to be democratic?  Free elections? Free elections and contested elections, perhaps with functioning opposition parties?
  How much contestation is necessary?  How about an unregulated press?  Does the existence of strong libel laws count against democracy?  There are hundreds of disputed issues here, even on this narrow terrain.  It seems clear in this light that there cannot be a correct definition of democracy or even one that all would agree upon.  Democracy is an essentially contested concept and so “it” cannot be studied as such.  Only the normatively loaded conceptions of it can be.  Of course authors will deny that they are endorsing their proposed conception but that is beside this point: there is no thing to be defined but rather a range of things that will vary as what is valuable to us varies.

So perhaps it is best to lower the temperature a bit and try to look at institutions that are not so liable to normative description.  One can see in the economists labeling of institutions as “mechanisms” or decision or aggregation “procedures, an attempt at constructing a relatively neutral ground for considering questions of institutional design. Mechanisms are usually defined as mathematical functions or mappings from action profiles into outcomes.  Among the abstractions of social choice theory, the democratic procedures fade into an indefinitely large class of alternative ways to organize certain ways of making collective decisions.  And as analytical matter, nothing of  importance may turn on the issue of whether a given mechanism is classed as democratic or non-democratic.

Economists have also, implicitly, tended to work with what we may call a functional notion of institutions.  This is a consequence of starting from the perspective of the individual actor. Individuals in most models have insatiable preferences and if it weren’t for the fact that they must choose under constraints, there would be nothing interesting to say about their behavior.  Some of those constraints are rooted in the overall scarcity of resources but such limitations often do not bind the typical economic agent. Rather, the binding constraints are often institutional.   Institutions play certain functional roles in structuring individual action. They are sources of constraint, reward, or punishment, and they serve to permit agents to form expectations and to coordinate behavior. These functions can be summarized by saying that institutions play a role in, or have the effect of,  inducing incentives.  When we try to explain the actions of an economic agent, we typically point to the constraints under which she was operating, and at least some of these constraints are imposed by institutions.

For example, if we want to describe the problem of the firm in a neoclassical market setting, we take it that it “seeks” to maximize profits given its technology and the market prices for inputs and outputs.  Additionally the firm may face direct regulatory constraints.  So, institutions can affect the neoclassical firm directly or indirectly (through affecting prices or perhaps technology).
 More modern studies of institutional or organizational design proceeds from the same standpoint.  Holding preferences and technology or physical opportunities fixed, the designer wants to set up organizational rules or constraints in such a way that agents, acting within those constraints will have incentives to further the desired aims of the designer.  The designer’s aims are, in principle, entirely open, but the designer has usually been understood to be outside the system itself..  More recently, economists have taken the organization of the firm itself to be a matter of economizing – recognizing that market transactions may themselves be costly relative to command and control, at least for certain kinds of interaction. But, even on such a broader view,  institutions still play the same incentive-inducing role as in the earliest neoclassical studies.
  

3. The Standard Model 
Within political science, much of the formal study of  institutions has occurred withing the narrow domains of the study of legislative and electoral behavior.  In those settings it has made sense to think of agents as seeking to obtain objectives in manner that is abstractly similar to economic agents.  But there are some important differences too.  First, while economics sometimes take the content of preferences to be more or less hedonic or self regarding, that is a more controversial assumption in political settings.  True some, following Marx and Beard and the Chicago school, have seen self regarding behavior as more or less normal within the political domain, many others take seriously the claims of citizens and politicians to seek other kinds of goals.  Sometimes these goals are institutionally defined in way that can be given a hedonic interpretion (election seeking for example) but this attribution is arbitrary.   Other goals, ideological goals for examples, are more difficult to connect with self interest in any convincing way.  
And, of course the fact that political active has to do with taking collective actions – as does some economic action of course – changes the range of institutions that are thought to be acceptable.  

Still, these caveats having been made, institutions have the same functional role in these models that they do in economics: they serve to constrain the choices available to actors. Different electoral systems confront voters with different ballot choices for example.  And, rules for forming or deciding on agendas limit the moves available to various legislative actors.  The actors have whatever preferences they do (whether hedonic or ideological) which they try to pursue subject both to technical and institutional constraints.  So, as in economics, political scientists taking a formal approach to institutions have tended to assume that institutions can be characterized separately from the preferences held by their occupants.  

And, as is the case with economic institutions, the fact that actors make choices subject to institutional constraints, implies that (equilibrium) outcomes can be described as (partly) a function of those institutional arrangements. So, subject to some technical caveats, the agents will have induced preferences over alternative institutional stuctures.  These induced preferences are usually taken to be instrumental in nature: the reason an actor prefers institution A to institution B is that the equilibrium outcome under A is preferable to the outcome that would result from B, from that actors viewpoint.
  So, as Riker (1980) and Shepsle (1983) and many others have noted the question of choosing among institutions arises naturally in this setup. And all the familiar modeling issues arise: what are the rules governing institutional choice? Are institutional choices made by the same agents who populate the institution, by others outside the institution, or by a ‘designer’ standing above the fray?

However these issues are addressed or resolved, the standard approach neatly separates two questions: what are the effects of an institution (which treats the institution itself as exogenous to the choices made by agents operating within it)?  And what explains which institution is chosen (the notion that institutions themselves are endogenous)?  Shepsle calls these the question of institutional equilibrium and equilibrium institutions.  The two questions are, of course, linked in the standard model: the preferences governing the question of institutional selection are induced as described earlier.  

The standard model, as it emerged from the social choice theoretic (or cooperative) perspective often took on a closed system approach.  One assumes that there is a population, N, and a kind of background normative commitment to some basic norm of choice such as the use of majority rule to decide controversial questions. So the same people were making outcome choices under a given institution, and would have to decide between that institution and alternative arrangements.  As Riker noted, within a social choice framework, this closed system approach, produces some characteristic dilemmas.  Suppose, for example, that a population, employing majority rule for outcome selection, has cycle producing preferences among outcomes: xMyMzMx (where M is the majority operator).  And suppose it decides to try to break this cycle by imposing some agenda or order of voting on the alternatives and that the class of such rules is described by A.  Then, it is easy to see that induced preferences over that class will produce majority cycles too: outcome cycles are inherited by institution cycles. This is a fairly general problem and is not special to the use of majority rule itself but will remain true for nearly every aggregation rule.  

As many analysts have noted over the years, however, the inheritability problem arises from the use of a cooperative or social choice theoretical analysis of collective choice.  So, one can devise non-cooperative closed system models in which preferences over outcomes are cyclic in the sense of the previous paragraph, but where there is a unique equilibrium institution.  This unique institution depends, of course, on the order of play in the noncooperative game of course.  Analysts taking this approach have tended either to see that order as arbitrarily fixed or else as determined randomly, according to some (presumably fair) lottery. So inheritabilty, in Riker’s sense, does not appear to be a problem from a non-cooperative perspective.

I think this conclusion is a little facile.  It is still the case that there would be an induced majority preference among the institutions and this preference ordering would still be cyclic.  But in the noncooperative setup, those majority preferences cannot all be expressed.  Suppose that x is the unique noncooperative equilibrium outcome under institution I. By hypothesis there is another outcome, y, that a majority prefers to x, that is the noncooperative equilibrium outcome under another institution J.  So there is still an inherited cycle in the set of institutions; it is simply not expressed.  As a positive or explanatory issue, this observation may not matter very much; institutions are not chosen in a vacuum and the cooperative assumptions are extreme.  But it seems to retain some evaluative or normative significance. After all, there is a sense in which the unique outcome is fundamentally arbitrary from a certain viewpoint.   

4. Institutions and Behavior: the Separability Hypothesis
A basic idea in the standard model employed in economics and game theory as well as in positive political theory, is the notion that institutions can be separated from behavior.  One form this hypothesis takes is the assumption that institutions are fixed and cannot be directly influenced by the choices of individual actors – at least not from inside their institutionally defined contexts of choice.
  So, in neoclassical models it is customarily assumed that agents cannot affect prices (which are institutional products) by their market choices.  Obviously, this particular assumption must be set aside in small or oligopolistic markets and so the analysis of equilibrium behavior in those settings is more delicate and more indeterminate.  In any case, while economists are willing to assume that prices may be manipulated in such special settings, there are other institutions in the background that are taken to be fixed.  This is also true in the political models discussed above.  When the agents are making their choices among outcomes they are not, at the same time, choosing among institutions.

A more general form of this idea is that the strategic structure of interaction can be described independently of any particular theory of behavior.  Sometimes this assumption is captured by the notion of a game form – a description of the physically described outcomes that would be produced by every possible combination of agent actions.  Games, then, are game forms combined with a theory of behavior.  The usual theory of behavior is described  the assumption that the agents choose actions to maximize given preferences but, in principle, other theories could be employed as well. And indeed there is a part of game theory that studies how cognitively limited players – or automata of various kinds – would play various games.

So what is wrong with the separability hypothesis?  I think there are three general ways in which separability might fail or at least be controversial.  First, it might be that institutions have a direct causal effect on preferences, as a factual matter.  Second, institutions may evolve or change as a result of ordinary choice making by institutional agents.  Third, institutions and behavior might be connected normatively: that is an institution might presume or produce a set of norms that are to guide behavior within the institution. Let’s take these issues up in turn.

First installing a particular decision making institution might establish a process of preference formation.  Some kinds of preference formation can easily be accommodated within the standard model.  For example, when making choices by voting, alternatives need to be invented and people need to form preferences over those new alternatives.  And, altering institutions generally alters the distribution of information and opportunities for communication.  The standard model assumes that preference formation over new alternatives or under new information conditions takes roughly the following form: people form expectations about how enacting policy x rather than y would affect their own situation, and then would prefer x to y just in case they expected to do better if x were enacted.  This is not real preference change but simply the formation of induced preferences.  

But other kinds of change are not so easily accommodated. Elster’s examples of sour grapes is one example of a wide class of cases in which preferences are caused by a psychological adjustment mechanism of some kind.  But the sour grapes examples imply that a causal connection between institutions and preference is necessarily defective or pathological and I am not sure that such a judgement is warranted.  It is possible, as we shall see below, that putting people in a certain kind of situation causes them to prefer “better” things, from the perspective of the designer or perhaps of the people themselves, from a certain perspective.  It is also possible – perhaps even likely – that many of the same psychological mechanisms will work to establish “good” as well as the “bad” preferences.  

The standard view, as I have said, envisions two levels: within the institutional structure, people take actions guided by the belief that the institutional rules are fixed.  But at a higher, constitutional, level people can act to change the institutional rules.  Something like this two level story is sometimes told, for example, about the practices of American law.  Ordinary legislation takes place within a fixed constitutional framework. And constitutional lawmaking occurs on a different track perhaps according to different rules.  When considering a proposed constitutional rule, one needs rationally to anticipate how the ordinary legislative process would work under the new rule.  And, in the standard story, this anticipation would be governed by assuming that people under the new rule, would not see themselves as altering the constitutional rules themselves.

To put the matter this way is already to raise the question of its plausibility.  Is it really the case that ordinary legislative actions cannot affect constitutional constraint, or that citizens and officials don’t expect that constitutional change can occur from the bottom?  Suppose, for example, that ordinary lawmakers acting in response to a crisis, simply started enacting legislation that they had previously thought unconstitutional.  They do this on the belief that the new circumstance of crisis makes it clear to them, that prior constitutional understandings were overly restrictive. Such efforts might well be challenged of course in constitutional courts if those have authority to overturn legislation.  But whether this happens or not, it seems clear that the constitutional rules have been changed and that they have been changed intentionally, from the bottom.    

Finally, let’s consider normative connections between institutions and behavior.  Rousseau and others have suggested that people ought to behave differently in public than in private choice situations.  In The Social Contract Rousseau argued that people could make collective choices based on their own private preferences – the aggregation of these would form what Rousseau called the will of all – or they could make those choice based on public regarding judgments – whose aggregation revealed the General Will.  From Rousseau’s perspective, much of the problem of institutional design was to ensure that people would vote on the basis of their views of the public interest and not on the basis of private or factional interests.  So, for example, he imposed restrictions on the lawmaking process with this aim in mind: He required that questions posed to the assembly must be general and make no mention of individuals, places or occupation.  He required the use of a secret ballot, aiming to prevent bribes and corruption.  And, he forbade debate and communication among voters, fearing that such interaction would permit seductive rhetoric to deflect the people from pursuit of public purposes.

Rousseau did not, as far as I can see, say that the choice of these institutional features literally changed preferences.  He thought that each citizen’s preferences actually both self regarding and public regarding components.  Everyone has a weak and imperfect view of the pubic good, and powerful and clear view of her own private good which tended to crowd out her vision of the public interest.  That is why it is dangerous to ask the assembly to make judgments that might directly affect the well being of some part of the population. Such judgments tempt people to use inappropriate standards for choice, to engage in heated rhetoric, to bribe, threaten and cajole their fellows.  Much better to pose abstract and principled questions in which people cannot see their private stakes so clearly and must focus on issues that affect them all as citizens.  The point of designing good public institutions is to make it more likely that citizens would act on the basis of what Rawls later called  public reason to vote on the basis of public or private considerations. 

But, though Rousseau himself may not have regarded his institutional recommendations as inducing real preference change, there seems no strong reason to resist this view.   A neo-Rousseaian view, for example, might say that certain preferences are either brought into being ex nihilo by the design of new institutions, or else are a part of what constitutes the institution itself.  When a new game is designed, it is not well described as a mere set of rules governing play; the very design of the game presumes that its players will have or will develop an intention to try to prevail over opponents within the frame of the game.  And to pursue those goals effectively, play of the game will usually require the acquisition of skills and will require that actors submit to the discipline of obtaining those skills. The game itself has the effect of embedding its players in a new normative field, and the “norms” in at work in that field are usually not part of the austere institutional definition of the game.  Those norms tell how the game is to be played well, not how it is to be played at all. 

I am not saying that these further norms can be clearly foreseen from the beginning nor that they are unique.  I doubt that Dr. Naismith forsaw the dunk or even the jump shot and so one can wonder therefore whether he should even be considered the father of modern basketball. Modern paternity might better go to Julius Erving or Hank Luchetti.  But, my guess is that once the peachbasket was put on the pole and he started playing, he and his fellows rapidly fell into disputations as to how best to play the game, that they came to judgments as to what kinds of skills were most valuable, and whom they wanted to be on their own team.

 
Deciding to make certain choices in a legislature rather than within a market is, by the same token, not adequately described by simply listing the rules of procedure and jurisdiction of that legislature. Rather, there is a presumption that those elected to serve in the legislature will generally try to pursue legitimate public purposes by the use of legitimate public means.  The effective pursuit of such purposes, when confronted with those with different judgment and conflicting interests, requires the development of skills and abilities relevant to that pursuit.  These skills are, on most accounts of legislatures, quite different from the skills that are valued in the market place. The arts of discussion and deliberation are different in the two settings and different arguments will be effective.

Indeed, as Aristotle and others recognized, one reason to put a certain institution in place, or to use public institutions to make certain kinds of decisions, is because the skills and abilities it requires are themselves valued for their own sake..  The perspectives and skills associated with public deliberation and decision making are, on this conception, an important part of living a good life.  John Stuart Mill’s justification of democracy takes this line: democracy improves the characters of its citizens as well as making better decisions.  But whether one regards citizenship norms as valuable or simply as a foreseeable consequence of institutionalization, it seems clear that institutions can have the effect of generating norms that may themselves guide future behavior.
  

None of these remarks are intended to undercut the notion of separability as a tactical modeling device.  Theorists have made a great deal of analytic progress in analyzing institutional effects by invoking it as a simplifying assumption.  Moreover, at least the last two objections to separability have “answers” of a kind within the standard model.  One can redefine preferences over a larger class of states or events and restore the separability idea from a formal viewpoint.  But the newly constructed set of alternative states becomes pretty unwieldy and the agents’ preferences are harder to interpret.  So I think it is better to recognize and accept the substantive issues raised by these objections as forming research questions of substantive interest in their own right.

5. Conclusion
Besides, I think that the full appraisal of institutional effects is hampered by maintaining the separability assumption as a kind of fundamental or ontological constraint.  Part of the reason for wanting to install democracy, for example, is to change the way we act as citizens: to get us to adopt habits of arguing and debating and forming opinions.  But changing our actions in a stable and robust way will, as Pascal argued, tend the change what we want and value.  Eventually, it seems to me, good studies of the differences that institutions make must take such influences into account.

� There is another possibility of course.  Suppose that there are two objectives, Growth (G) and Equality (E),  rather than one as was assumed in the text.  Then the “effficient” adjustment of political institutions means only that P(T) is on the efficiency frontier and is not unique.  Suppose the political institutions have adjusted in a way to permit the efficient pursuit of some interior mix of growth and efficiency, P*(T).  And let P#(T) stand for the hypothetical efficient political institutions that will maximize growth.  Then G*=f(T,P*(T)) < G#=f(T,P#(T)) and so, again we should find measurable institutional effects even with efficiently adjusting political institutions. 


� The literatures addressing this question are both immense and largely outside of my competence.  Among the institutions that have been assessed are “democracy” (measured many ways), “rule of law,” economic liberties, political liberties – again, measured in many different ways – as well mores specific institutions such as the autonomy of a central bank.  And, the dependent variables are comparably diverse.  Economic growth rates over varying time frames, inflation performance, and many other indicators as well.  Moreover the sampling of countries has varied among studies too. It is perhaps not too surprising in view of this variability that the results have been mixed and not very robust.  So, I do not want to put too much weight on the results of these modeling and estimation efforts at this early stage.


� I am not separately addressing agency theories which can be seen a special class of non-cooperative games. The principal in such structures is assumed to have a capacity to make binding commitments, whereas agents lack such capacities. Agency theories leave open the issue of how a principal is able to make such commitments.


� Judges were explicitly given life tenure in 1701 but the statute accomplishing that might easily have been revoked under preceding the Stuart institutions and practices. It seems likely that the more important institutional development in establishing an independent judiciary was the establishment of the Crown in Parliament system within which all three governmental departments had to agree on any new statute.


� Hard, but not impossible. It could be that what political actors stand to gain or lose in these struggles has nothing to do with institutional performance but is some kind of side product.  


� And even if posed here, I would think it would not be possible to see the state of nature as void of institutions in the broad sense given here.  People would inevitably find ways to defend themselves and to signal their readiness to do so in order to negotiate that treacherous landscape.  Insofar as Hobbes actually pointed to real examples of such a state – such as the international world – it is easy to see that such conventional practices inevitably take root.


� And are elections actually democratic devices at all? While it is common nowadays to see elections and representative legislatures as criteria for democratic rule, classical thinkers thought both were more likely to be aristocratic than democratic practices, and would tend to choose officials from a narrow (and upper) class of citizens.


� Other things than institutions contribute to agent incentives: preferences of course (which are usually taken to be exogenously fixed), physical limitations (or laws), and (sometimes) states of knowledge or information.  


� The core notion of neoclassical economics is that the economy is organized naturally into small price taking firms and consumers, bridged by labor and capital markets.  Around the edges of the neoclassical economy is the recognition that the real world exhibits market imperfections whether natural (scale economies, externalities, etc) or artificial (governmentally induced or perhaps arising through non-market mediated collusion).  But none of this alters the role of institutions in inducing incentives for action.


� Though in the case of transactions cost economics, others institutions which might constrain the choice of organizational forms may also play an incentive creating role.


� This assumption is not at all necessary.  Agents could value institutions directly, for their own intrinsic benefits.  In that case, induced preferences over institutions would reflect both instrumental and intrinsic valuation and one would expect to see tradeoffs among these sources.  Or, there may be externally imposed restraints (perhaps of constitutional origin) limiting the institutions that may be put in place.


� It is of course possible that these same actors will choose among institutions at a prior constitutional stage.


� Sometimes, as it turns out, cognitive limitations permit players to do better than fully rational players. In games such a Prisonner’s Dilemma, rationality itself interferes with making efficient deals.


� Jon Elster criticizes the notion of choosing an institution for its educational effects.  He argues that we can care about such “side effects” of an institution but to choose the institution for reasons that do not relate to its performance borders on incoherence.
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