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Overview

This course provides an overview of the modern microeconomic approaches that economists
use to analyze the public expenditures. We will emphasize the interplay between theory
and empirics and cover topics such as provision of public goods, corrections of externalities,
social insurance policies, health care and the criminal justice system.

Prerequisites

The course is a continuation for Public Economics 1: Taxation Policy (31E09100), though
the first course in this sequence is not required for this class. You should be comfortable
with intermediate microeconomics and with basic concepts covered in Empirical Methods
for Economists (31C01200). This course has a particular emphasis on empirical evidence. If
you have already taken Applied Microeconometrics I (31E00910), you will see many familiar
empirical approaches in action. Nonetheless, as 31E00910 is not a formal prerequisite of the
course, we will also briefly review empirical methods in class.

Assessment and Grading

There will be four graded problem sets and a final exam. 40% of the final grade will be based
on the performance in these problem sets and the final exam will account for the remaining
60%. To pass the course, you should pass both the problem sets and the exam.

Ph.D. Students will also be required to submit two referee reports on papers related to Public
Economics.

Please note that deadlines are binding: problem sets will only be considered if they have
been handed in on time.
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Resources

The Handbook of Public Economics Vol. 1 - 5

Atkinson, Anthony B.; Stiglitz, J. E. (2015). Lectures on Public Economics. Princeton
University Press

Myles, G. D. (1995). Public Economics. Cambridge University Press
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Chay, K. Y. and Greenstone, M. (2005). Does air quality matter? evidence from the housing
market. Journal of Political Economy, 113(2):376–424

Currie, J., Davis, L., Greenstone, M., and Walker, R. (2015). Environmental health risks and
housing values: Evidence from 1,600 toxic plant openings and closings. American Economic
Review, 105(2):678–709

Diamond, P. A. and Hausman, J. A. (1994). Contingent valuation: Is some number better
than no number? The Journal of Economic Perspectives, 8(4):45–64
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Political Economy, 114:931–955
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Political Economy, 118:485–535
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on the provision of public goods, IV. Journal of Public Economics, 15(3):295–310

Payne, A. A. (1998). Does the government crowd-out private donations? New evidence from
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data. Handbook of Public Economics, 5
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anism. The Quarterly Journal of Economics, 84(3):488–500
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from the long-term care insurance market. The American Economic Review, 96:938–958

Rothschild, M. and Stiglitz, J. (1976). Equilibrium in Competitive Insurance Markets: An
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Autor, D. and Duggan, M. (2003). The rise in the disability rolls and the decline in unem-
ployment. The Quarterly Journal of Economics, 118:157–205

Black, B., French, E., McCauley, J., and Song, J. (2018). The effect of disability insurance
receipt on mortality

Bound, J. (1989). The health and earnings of rejected disability insurance applicants. The
American Economic Review, 79(3):482–503

Bound, J. (1991). The health and earnings of rejected disability insurance applicants: Reply.
The American Economic Review, 81(5):1427–1434

Dahl, G., Kostol, A., and Mogstad, M. (2014). Family welfare cultures. The Quarterly
Journal of Economics, 129:1711–1752

Dahl, G. and Gielen, A. (2021). Intergenerational spillovers in disability insurance. American
Economic Journal: Applied Economics, 13:116–150

Deshpande, M. (2016). The effect of disability payments on household earnings and income:
Evidence from the ssi children’s program. Review of Economics and Statistics, 98
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