Weingast and Marshall (1988) – The Industrial Organization of Congress

Research question: 

· How to model legislature that is somewhat analogous to the theory of the firm? Legislative institutions have at their core reelection goals and transaction costs. In order to achieve gains from exchange in the bargaining process, legislators must keep costs low and bargains durable. Policy emerges from this. But, how do legislative institutions monitor/enforce this bargain? Oversight suffers from the observation/measurement problem and incomplete contracts. Authors develop a theory to show how:

· Legislative institutions enforce bargains.

· Non-market exchange can be superior to market exchange.

· Committees limit coalition formation.

Assumptions:

· Members are responsive to their constituents
· Parties don’t matter (WTF?)
· Majoritarianism constrains behavior
Existing Models & Shortcomings

· Vote Trading – assumes bills and payoffs are known in advance by omitting time differences that lead to different interest in the vote over different sessions and difference MCs. 

· Pork Barrel – most theories are based on this, but it is not the only form of legislative policy making. Assumes contemporaneousness and simultaneity, from which many unanticipated contingencies arise. 

· Repeat Play & Reputation Building – enables MCs to keep checks on each other and strengthen bargaining relationship, but is insufficient to prevent breakdown under certain circumstances. 
· Short answer – coalitions lack durability

Three committee characteristics:

· Source of power – jurisdiction

· Property rights – seniority

· Exchange mechanism – bidding for vacant seats

	
	Entire Legislative Market
	With Committees

	Bargain enforcement
	Ex post reneging of former agreements among individual legislators
	Negative agenda power (Cox and McCubbins) serves to prevent ex post reneging; seniority IOUs sustain bargains

	Capturing gains from exchange
	Must purchase votes – costly
	Gains are captured by allocating rights, not votes; can select which policy point will replace the status quo

	Distributing gains
	Individuals each participate in an unstable vote-trading scheme in order to deliver benefits to district; impossible to keep track
	Gains will come from committees populated by those in whose constituent interest it is to hold that seat

	Coalition formation
	Deals fall apart because any which bill can make it to the floor; no single up or down vote; no durability – changes in policy lead to changes in coalitions
	Coalitions only form among members on the relevant committee; single up or down vote; durability – changes in policy do not necessarily lead to changes in coalitions

	Restricting committee rule
	NA
	Majority rule restricts abuse by any one committee


Testing the theory – exchange takes place via institutionalization through committees. Model depends on: 

· Self-selection (Tables 1 & 2)
· Members get seats they value most, especially when uncontested
· Preference outlier composition (Table 3)
· Committee members are above-average supporters of interest group causes, as indicated by significant difference of means tests

· Receipt of disproportionate share of benefits (Tables 4 & 5)
· When you are on a relevant committee, or banking, or appropriations, you get the projects you ask for

· Firms associated with an MC’s committee give more to that MC
· Policy change depends on committees changing the guard. Evidence:

· Ferejohn study

· Weingast & Morgan study.
PARTIES – considered at the end of the paper
Questions

· Tie KK’s Uncertainty Postulate together with W&M’s uncertainty of future distributive benefits. 
