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Course Description

This course follows 2450A. The course will focus on a range of topics in public economics
including welfare estimation of government policies, public goods, education policies, place-
based policies, insurance markets, and the optimal provision of social insurance.

Course Requirements

There are three sets of requirements for this course. First, the course will involve completion of 4
problem sets covering. Second, you will be asked to conduct a replication exercise of a paper
related to the course. All papers chosen must be approved by Prof. Hendren. You are encouraged
to choose an empirical paper, but those interested in pure theory papers are free to discuss this
option with Prof. Hendren. Finally, there will be a final exam.

The lecture plan for the course is below, along with a reading list:

Week 1 (Jan 24): Basics of Welfare Estimation and Cost-Benefit Analysis

Week 2 (Jan 31): Policies with Distributional Incidence and Relation to Optimal Income
Taxation

Week 3 (Feb 7): Commodities and Public Goods with Redistributive Concerns
Week 4 (Feb 14): Education

Week 5 (Feb 21): Place and Place-based policies

Week 6 (Feb 28): Neighborhoods and Intergenerational Mobility

Week 7 (Mar 7): Adverse Selection and Insurance Market Failures

Week 8 (Mar 21): Optimal Social Insurance: Ul

Week 9 (Mar 28): Welfare analysis of Health Insurance

Week 10 (April 4): Health Insurance and Children

Week 11 (April 11): Disability Insurance and Retirement Savings

Week 12 (April 18): Firms and Corporate Taxation

Week 13 (April 25): TBD
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Journal of Economic Perspectives

Feldstein, M. (1999). “Tax Avoidance and the Deadweight Loss of the Income Tax”, The Review
of Economics and Statistics, 81(4)
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Topic 2: Accounting for Redistribution
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Journal of Economic Inequality, 10(1), pp.75-108.

Hendren, N. The Inequality Deflator: Interpersonal Comparisons without a Social Welfare
Function. NBER Working Paper #20351

Mirrlees, James A. "Optimal tax theory: A synthesis." Journal of Public Economics 6.4
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Topic 3: Commodities and Public Goods with Redistributive Concerns
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government policy. The Journal of Economic Perspectives, 18(4), pp.159-175.
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Topic 4: Education
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twins." Journal of Public Economics 89.11 (2005).
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The case of Head Start. The Quarterly Journal of Economics, 131(4), pp.1795-1848.
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Research, 2008.
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Topic 5: Neighborhoods and Intergenerational Mobility




Part 1: Urban Economics and Place Based Policy

Autor, David H., Christopher J. Palmer, and Parag A. Pathak. "Housing market
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Card, David, Alexandre Mas, and Jesse Rothstein. "Tipping and the Dynamics of
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103.2 (2013): 897-947.
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Kline, Patrick, and Enrico Moretti. "People, places, and public policy: Some simple
welfare economics of local economic development programs." Annu. Rev. Econ. 6.1
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taxpayers? Reply." The American Economic Review 97.5 (2007): 2038-2055.
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local public goods: a political economy approach." Journal of public economics 87.12
(2003): 2611-2637.

Topic 6: Adverse Selection and Insurance Market Failures
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Wilson, Charles. "A model of insurance markets with incomplete information." Journal of
Economic Theory 16.2 (1977): 167-207.

Miyazaki, Hajime. "The rat race and internal labor markets." The Bell Journal of Economics
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adverse selection. No. w18471. National Bureau of Economic Research, 2012.
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Handel, Benjamin R. "Adverse selection and inertia in health insurance markets: When nudging
hurts." The American Economic Review 103.7 (2013): 2643-2682.

Topic 7: Optimal Social Insurance: Ul
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Topic 9: Welfare analysis of Health Insurance
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Topic 10: Health Insurance and Children
TBD

Topic 11: Firms and Corporate Taxation
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