REVIEW FOR FINAL EXAM
Before I get to the review, there are two important announcements.  First, keep in mind the date and time of the Final Exam.  The final exam will be held on Wednesday, December 10th from 1:30 to 4:15.  Second, please bring your own Blue Books to the exam.  Plan accordingly—some of you may need more than one book.

As I said in class, the exam will be structured in the following way.  You will be able to choose from three unique questions/puzzles.  I only want you to answer two questions: there will be no extra credit for answering all three questions.  After you choose which question(s) you want to answer, you must then decide how much to weight each answer.  For example, suppose you feel really confident in your answer for Question 1 and no so good about your answer for Question 2.  You can decide to make Question 1 worth 80% of your grade and Question 2 worth 20%.  Of course, you could decide to answer just one question and make it worth 100%.  This is an extremely risky strategy, but you’re free to choose your own level of risk.  We can discuss this again when I hand out the exams.  

Also, keep in mind that Quiz 25 will be given at the beginning of the exam period.  This should take you no more than 3-5 minutes. 

The review I’m providing below simply highlights some of the main topics of the course.  You should feel comfortable discussing each of these concepts in detail:

1. Understand cultural relativism, social Darwinism, and the “crisis in liberalism” that we discussed while reading Conrad’s Heart of Darkness.  

2. Understand some of the failed reforms that the World Bank promoted.  What does Easterly mean by “Cash for Condoms”?  What does “brain drain” mean?  Is there anything in Easterly you disagree with?  How could the World Bank do a better job?  More importantly, what is the proper role for the World Bank in economic development?

3. Why are some nations rich, others poor?  Be able to outline several of the competing hypotheses, and be able to make a compelling argument for the hypothesis you’re most persuaded by.

4. Understand designed vs. evolved institutions.  What role should tradition play in contemporary society?  What is Skinner’s view of human nature?  How does this compare to the “men are knaves” view of Adam Smith and David Hume?  What’s at stake in this debate?  Is there any way to resolve it?

5. How important is efficiency in the modern world?  Should we be willing to live with some inefficiency if it means a society without slavery?  What counter-argument would you present to somebody who’s an “ethical efficiencist” (my own word) who believes that every step towards greater efficiency is an ethical one—even if it means killing a few people or enslaving others?

6. Make sure you understand the arguments against socialism.  Why is socialism both bad in theory and bad in practice?  Why do so many academics paint a picture of socialism as good in theory, bad in practice?  Why worry about socialism?

7. Make sure you understand Adam Smith’s “invisible hand.”  You should be able to explain how kiwi fruit gets to Iron Mountain, Michigan in January.  You should also think about how a central planner, with no profit and loss signals, would go about getting kiwi fruit to Michigan.  This is perhaps the biggest irony in economics: out of decentralized, anarchic production emerges an order that no central planner could possibly replicate.  

8. Understand the arguments for ethical egoism.  Ethical egoism is Rand’s basic moral principle, which says that “do whatever’s in your self-interest because that will have the unintended effect of doing what’s best for society.”  Does ethical egoism require too much cognition?  In addition, does ethical egoism square with our hard-wired altruistic tendencies?

9. Understand the arguments for and against globalization.  Understand the “as compared to what” argument and the notion of voluntary transactions.  If the arguments for globalization seem so persuasive, why are so many people still adamantly opposed to globalization?

10. Understand the arguments for and against “shock therapy.”  What are the problems with gradualism?  Have we ever seen a gradual transition work?  What’s the biggest problem with “shock therapy”?      

