Economics 48
Professor Baicker

Spring 2001
312A Silsby, 646-2943

This course will explore several topics in public finance, focusing on social insurance and welfare reform.  We will evaluate the current debates on social security reform, workfare, education finance, and Medicare.  In order to do so, we will need to develop an understanding of state and local public finance, targeting and tagging, savings behavior, etc.

Each unit may begin with a lecture or two to develop analytical tools, but will then focus on student presentations and debates.

Readings

Readings come primarily from academic journals and from the popular press.  Copies of the readings are on reserve in a binder at Baker.  Rosen’s Public Finance (which you may have from Economics 28) is a very useful reference.

Requirements

You are required to do the readings for each class, to attend class, and to participate in class discussions.  You will be assigned one or two classes for which you will be responsible for leading class discussion.  You will also be divided into groups to present alternate sides of a current policy debate.

In addition to the class participation assignments, the major requirement for the course is a research paper.  Over the course of the term, you will choose a topic, compile a reading list, write a literature review, gather data, analyze your data, write a rough draft, and submit a final draft.  Because I don’t want anyone to get too far behind, you will be required to turn in each of these steps by specified due dates.  I will give detailed descriptions of what is expected, as well as specific due dates, for each step.  The research paper (and intermediate steps) will be worth 70 percent of your grade, and class assignments and participation worth 30 percent.  

Class Meetings and Office Hours

We may occasionally meet during the x-hour, especially for supplemental computer help.  I will have office hours in Silsby 312A on Wednesdays from 3:00 - 5:00.  I know that many of you won’t be able to come during those hours, so you should feel free to get in touch with me via e-mail or phone about meeting another time.  Class will meet several times in the Starr Instructional Facility for data exercises.

Approximate Research Due Dates

Monday 4/9

Topics due

Friday 4/27

Literature review due

Wednesday 5/9

Data set due

Wednesday 5/16

Preliminary analysis due

Monday 5/21

Paper presentations with data analysis 

Wednesday 5/30

Final Papers due

Class Schedule

This class will sometimes meet during the X-hour, so be sure that you keep that time free.  The topics and readings listed here are meant to be a rough road map, not a precise schedule, and will almost inevitably change.  You should be prepared to lead discussion if there’s any chance that we’ll get to your readings.  The readings are listed by first author’s name in the order that they appear on the syllabus.

Date
Topic
Readings


W
3/28
Introduction



F
3/30
Methods Review
Feldstein, Topel, Bound

M
4/2
Social Security
Feldstein, Leimer, Feldstein

W
4/4
Social Security
Hurd, Feldstein 

F 
4/6
No Class

M
4/9
Data Exercises (Starr)



W
4/11 
Social Security Debate
Reform readings
F
4/13
State and Local
Tiebout, Inman, Musgrave, Donahue, Qian

M
4/16
State and Local
Levine, Gottschalk

W
4/18 
State and Local
Hines, Case

F
4/20 
Welfare
Green Book, Triest, Burtless

M
4/23
Welfare
Rosen, Nichols

W
4/25
Welfare
Liebman, Ribar

F
4/27
Welfare Debate
Reform Readings


M
4/30
Education
Hoxby, Besley
W
5/2
Education
Card, Poterba
F
5/4
Education Debate
Reform Readings
M
5/7
Health
Newhouse, Summers, Madrian

W
5/9
Data Exercises (Starr)


F
5/11
Health
Manning, Cutler
M
5/14
Data Exercises (Starr)


W
5/16 
Health 
Iglehart, Cutler, Currie, Iglehart, Newhouse

F
5/18 
Health Debate
Reform Readings

M
5/21 
Paper Presentations



Tu
5/22
Paper Presentations

W 
5/23 
Paper Presentations

F
5/25 
Paper Presentations

M
5/28
No Class

W
5/30 
Wrap-up
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Readings

I. Introduction and Methods

Feldstein, M., The Effect of Marginal Tax Rates on Taxable Income:  A Panel Study of the 1986 Tax Reform Act, Journal of Political Economy, Vol. 103 No. 3, 1995.

Topel, R., On Layoffs and Unemployment Insurance,  American Economic Review, Vol. 73 No. 4, September 1983.

Bound, John, The Health and Earnings of Rejected Disability Insurance Applicants, American Economic Review, Vol. 79 No. 3, June 1989.

II. Social Security

A. The Current System 

Feldstein, Martin, Social Security, Induced Retirement and Aggregate Capital Accumulation, Journal of Political Economy, September/October 1974.

Leimer and Lesnoy, Social Security and Private Saving:  New Time-Series Evidence, Journal of Political Economy, 90 (3) 1982.

Feldstein, Martin, Social Security and Saving:  New Time Series Evidence, NBER Working Paper 5054, 1995.

Hurd, M., and J. Shoven, The Distributional Impact of Social Security,  Pensions, Labor, and Individual Choice, D. Wise (ed.), 1985.

Feldstein, M., and A. Samwick, Social Security Rules and Marginal Tax Rates, National Tax Journal, Vol. XLV, 1992.

B. Reform 

Gramlich, Edward, Different Approaches for Dealing with Social Security, Journal of Economic Perspectives, Vol. 10, No. 3, Summer 1996.

Diamond, Peter, Proposals to Restructure Social Security, Journal of Economic Perspectives, Vol. 10, No. 3, Summer 1996.

Kotlikoff, Smetters, and Walliser, Social Security:  Privatization and Progressivity, American Economic Review, May 1998.

Murphy and Welch, Perspectives on the Social Security Crisis and Proposed Solutions,  American Economic Review, May 1998.

Samwick, Andrew, Social Security Reform in the United States, manuscript, 1999.

III. State and Local Public Finance

A. Tiebout Model and Fiscal Competition

Tiebout, Charles, A Pure Theory of Local Expenditures, Journal of Political Economy, Vol. 64, No. 5.

Inman and Rubinfeld, Rethinking Federalism, Journal of Economic Perspectives, Vol. 11, No. 4.

Musgrave, Richard, Devolution, Grants, and Fiscal Competition, Journal of Economic Perspectives, Vol. 11, No. 4.

Donahue, John, Tiebout? Or Not Tiebout? The Market Metaphor and America’s Devolution Debate, Journal of Economic Perspectives, Vol. 11, No. 4.

Qian, Y., and B. Weingast, Federalism as a Commitment to Preserving Market Incentives, Journal of Economic Perspectives, Vol. 11, No. 4.

B. Spillovers

Gottschalk, Peter, Inequality, Income Growth, and Mobility:  The Basic Facts, Journal of Economic Perspectives, Spring 1997.

Levine, Phillip B., and David J. Zimmerman, An Empirical Analysis of the Welfare Magnet Debate Using the NLSY, Journal of Population Economics 12, 1999.

Hines, James R. Jr., and Richard Thaler, Anomalies:  The Flypaper Effect, Journal of Economic Perspectives, Fall 1995.

Case, Hines, and Rosen, Budget Spillovers and Fiscal Policy Interdependence, Journal of Public Economics, Vol. 52, 1993.

IV. Welfare 

A. Incentives

Committee on Ways and Means, U. S. House of Representatives, The 1998 Green Book, US GPO, excerpts.

Triest, Robert, Has Poverty Gotten Worse?, Journal of Economic Perspectives, Vol. 12, No. 1, Winter 1998.

Burtless, G., The Economist’s Lament:  Public Assistance in America, Journal of Economic Perspectives, Vol. 4, No. 1, Winter 1990.

Rosen, H., What Is Labor Supply and Do Taxes Affect It?, American Economic Review, Vol. 70 No. 2, May 1980.

Nichols, A., and R. Zeckhauser, Targeting Transfers through Restrictions on Recipients, American Economic Review, Vol. 72, No. 2, May 1982.

Liebman, Jeffrey, The Impact of the Earned Income Tax Credit on Incentives and Income Distribution, Tax Policy and the Economy, Vol. 12, 1998.

Ribar and Wilhelm,  The Demand for Welfare Generosity, Review of Economics and Statistics, February 1999, 81 (1).

B.  Reform

Blank, R., The 1996 Welfare Reform, Journal of Economic Perspectives, Vol. 11, No. 1, Winter 1997.

Loprest, Pamela, How Families that Left Welfare are Doing:  A National Picture, Urban Institute Discussion Paper, No. B-1, August 1999.

Witte, Queralt, Chipty, and Griesinger, Unintended Consequences?  Welfare Reform and the Working Poor, NBER Working Paper 6798, 1998.

Rogers and Weil, Welfare Reform and the Role of Tax Policy, National Tax Journal, Vol LIII, No 3 Part 1.

DeParle, Jason, Life After Welfare:  Spending the Savings:  Leftover Money for Welfare Baffles, or Inspires, States, The New York Times, Section A, page 1, August 29, 1999.

Chernick and McGuire, The States, Welfare Reform, and the Business Cycle, in Economic Conditions and Welfare Reform (Danziger, ed), 1999.

V. Education Finance

A. Financing and Spending

Hoxby, C., Does Competition Among Public Schools Benefit Students and Taxpayers?, American Economic Review, December 2000.

Besley and Coate, Public Provision of Private goods and the Redistribution of Income, American Economic Review, December 1991.

Card, David and Alan Krueger, School Resources and Student Outcomes:  An Overview of the Literature and New Evidence from North and South Carolina, Journal of Economic Perspectives, Vol. 10, no. 4, Fall 1996.

Poterba, J., Demographic Structure and the Political Economy of Public Education, NBER Working Paper 5677, July 1996.

B. Reform

Downes, Thomas and David Figlio, Economic Inequality and the Provision of Schooling, Federal Reserve Bank of New York Economic Policy Review, September 1999.

Hoxby, Caroline, Are Efficiency and Equity in School Finance Substitutes or Complements?, Journal of Economic Perspectives, Vol. 10, no. 4, Fall 1996.

Hoxby, C.  All School Finance Equalizations are Not Created Equal, forthcoming in Quarterly Journal of Economics.

Rouse, Cecilia, Schools and Student Achievement:  More Evidence from the Milwaukee Parental Choice Program, Federal Reserve Bank of New York Economic Policy Review, March 1998.

Fernandez and Rogerson, Equity and Resources:  An Analysis of Education Finance Systems, NBER Working Paper  7111, 1999.

VI. Health Economics

A. Health Markets and Costs 

Newhouse, J., Medical Care Costs:  How Much Welfare Loss?, Journal of Economic Perspectives, Vol. 6, No. 3, Summer 1992.   (I know most of you have read this before – just a reference.)

Summers, L, Some Simple Economics of Mandated Benefits, American Economic Review, Vol. 79, No. 2, May 1989.

Madrian, Brigitte, Employment-Based Health Insurance and Job Mobility:  Is there Evidence of Job-Lock?, Quarterly Journal of Economics, Feb, 1994.

Manning, W., et al., Health Insurance and the Demand for Medical Care:  Evidence from a Randomized Experiment, American Economic Review, Vol. 77, No. 3, June 1987.

Cutler and Zeckhauser, Adverse Selection in Health Insurance, NBER Working Paper 6107, 1997.

B. Public Health Insurance

Iglehart, J., The American Health Care System:  Medicaid, New England Journal of Medicine, Vol. 340, No. 5, 1999.

Cutler, D., and J. Gruber, The Effect of Medicaid Expansions on Public Insurance, Private Insurance, and Redistribution, American Economic Review, Vol. 86, No. 2, May 1996

Currie and Gruber, Saving Babies:  The Efficacy and Cost of Recent Changes in the Medicaid Eligibility of Pregnant Women, Journal of Political Economy, 1996 104(6).

Iglehart, J., The American Health Care System:  Medicare, New England Journal of Medicine, Vol. 340, No. 4, 1999.

Newhouse, J., Policy Watch:  Medicare, Journal of Economic Perspectives, Vol. 10, No. 3, Summer 1996.

C. Reforming Health Care

Cutler, D., A Guide to Health Care Reform,  Journal of Economic Perspectives, Vol. 8, No. 3, Summer 1994. 

Gruber, J., Medicaid and Uninsured Women and Children, Journal of Economic Perspectives, Vol. 11, No. 4, Fall 1997. 

Cutler, D., The Incidence of Adverse Medical Outcomes Under Prospective Payment, Econometrica, Vol. 63, No. 1, January 1995.

Antos, Joseph and Linda Bilheimer, Medicare Reform:  Obstacles and Options, American Economic Review, May 1999.

Feldstein, Martin, Prefunding Medicare, American Economic Review, May 1999.

Skinner, Fisher, and Wennberg, The Efficiency of Medicare, manuscript, 2000.
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