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COURSE OUTLINE 
 

 
Class schedule: Tuesday, 8:30 am – 11:20 am 

Faculty of Social Sciences (FSS), Room 9003   
 
 
Professor’s office hours:  Tuesday, 11:30 am – 1:00 pm 
     Faculty of Social Sciences (FSS), Room 9034. 
 
E-mail: alavecch@uottawa.ca  
 

In general, email is not the best way to communicate questions about course material or 

assignments. These types of questions should be asked during office hours. Consequently, I will 

only respond to emails that deal with administrative issues (e.g. missing an assignment because of 

illness). Note that the professor reserves the right not to answer an email if the level of language 

used is inadequate. 
 
On virtual campus:   Yes 
 

 
OFFICIAL COURSE DESCRIPTION 

 

The theory of public expenditures. Social insurance and redistribution, public provision of health 

care and education, public pension systems, and underemployment insurance. This course is 

equivalent to ECON 5401 at Carleton University. 
 
 

GENERAL COURSE OBJECTIVES 



 

This course is the first in a two-part graduate sequence in Public Economics at the Ottawa-

Carleton Graduate School of Economics (OCGSE). We will explore the rationales for 

government intervention in market economies, including the presence of externalities, public 

goods, social insurance, fiscal federalism and pensions and retirement saving. The course will 

combine insights from economic theory and empirical evidence.  

 

By the end of the course, you should: (i) have a good understanding of the theoretical models and 

empirical techniques used in modern public economics; (ii) be familiar with the papers covered 

during the course; and (iii) be able to critique existing research, with the aim of identifying 

promising areas for future research (including your own research). 
 
 
EVALUATION 

 

Assignment 1 (October 2, 2018):                                    7.5% 

Midterm exam (October 16, 2018):                  20% 

Assignment 2 (October 30, 2018):                                  7.5%  

Class presentation (November 27/December 4, 2018):   5% 

Research proposal/term paper (December 13, 2018):     25% 

Final exam (DATE TBA):                    35% 

 

Details about the assignments, research proposal and class presentation will be provided later in 

the semester. 

 
 

Policy on Absences from a Midterm/Final Exam or Late Submissions 

 

Class attendance is necessary to successfully complete this course. 
 

The assignments, class presentation, research proposal/term paper and exams are not optional. Should you 

miss your class presentation or an exam due to illness, you will have to provide me with an official medical 

certificate. Only medical certificates from the College of Physicians and Surgeons of Ontario and the 

College of Psychologists of Ontario, or their Quebec equivalents, are considered to be valid medical 

certificates. Certificates from naturopaths, homeopaths, doctors of traditional Chinese medicine, etc., will 

not be accepted. 

 

Absence from any examination or test, or late submission of assignments due to illness must be justified; 

otherwise a penalty will be imposed. The Faculty reserves the right to accept or reject the reason offered. 

Reasons such as travel, employment, and misreading of the examination schedule are not usually accepted. 

 

If you miss the midterm exam because of illness you must present an official medical certificate and submit 

a “Request for a Deferred Mark” form 

(https://socialsciences.uottawa.ca/sites/socialsciences.uottawa.ca/files/request-deferred-mark.pdf) to the 

department office as soon as possible. If your request is accepted, the full weight of the midterm will be 

transferred to the final exam. If you miss your class presentation because of illness and your medical 

certificate is accepted, you will be required to schedule a presentation with me as soon as possible. If you 

are unable to submit your research proposal on time because of illness and your medical certificate is 

accepted, then you will be required to contact me to approve a new due date as soon as possible. 

 

https://socialsciences.uottawa.ca/sites/socialsciences.uottawa.ca/files/request-deferred-mark.pdf


If you miss the final exam because of illness you must present an official medical certificate and submit a 

“Request for a Deferred Mark form 

(https://socialsciences.uottawa.ca/sites/socialsciences.uottawa.ca/files/request-deferred-mark.pdf) to the 

department office as soon as possible. Deferred final exams for the fall session will be held on January 4, 

2019. 

 

Each day of (unexcused) late submission results in a penalty of 5% (weekends not excluded). This also 

applies to assignments sent by email, and in this case, the time of receipt of the email by the recipient is 

guarantor of the time of delivery. 

 

Please advise me as soon as possible if a religious holiday or event forces your absence during an evaluation. 
 

 
 

Textbooks 

 

Angrist, Joshua D. and Jörn-Steffen Pischke. 2009. Mostly Harmless Econometrics: An   

Empiricist’s Companion. Princeton, New Jersey: Princeton University Press. 

 

My lecture notes will sometimes draw on material from Atkinson and Stiglitz (2015), Tresch 

(2015) and Varian (1992). Each of these books is on reserve at the Morrisset Library. However, 

my lecture slides are meant to be self-contained and most of the readings will come from the 

Angrist and Pischke (2009) text and academic journal articles that are available online at the 

library’s website. That being said, the following books are excellent resources, especially for 

students planning to study public economics at the Ph.D. level.   

 

References on economic theory 

 

Atkinson, Anthony B. and Joseph E. Stiglitz. 2015. Lectures on Public Economics: Second 

Edition. Princeton, New Jersey: Princeton University Press. 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 

Varian, Hal R. 1992. Microeconomic Analysis: Third Edition. W.W. Norton & Company. 

 

References on econometrics 

 

Wooldridge, Jeffrey M. 2010. Econometric Analysis of Cross Section and Panel Data: Second 

Edition. MIT University Press. 

 

References on writing 

 

McCloskey, Deirdre N. 2000. Economical Writing: 2nd Edition. Waveland Press. 

 

Strunk, William and E.B. White. 2000. The Elements of Style: 4th Edition. Allyn & Bacon. 
 
 
LECTURE SCHEDULE  

https://socialsciences.uottawa.ca/sites/socialsciences.uottawa.ca/files/request-deferred-mark.pdf


 

 
 
LECTURE SCHEDULE WITH READING LIST 

 

The readings marked with an asterisk * are mandatory and will be covered in class.  

 

Section I: Introduction and Refresher on Empirical Methods (September 11) 

 

*Angrist, Joshua D. and Jörn-Steffen Pischke. 2009. Mostly Harmless Econometrics: An 

Empiricist’s Companion. Princeton, New Jersey: Princeton University Press. 

Chapters 1, 2, 3 (sections 3.1 and 3.2 only), 4 (section 4.1 only), 5 (sections 5.1 

and 5.2 only), and 6 

 

Angrist, Joshua D. and Alan B. Krueger. 2001. “Instrumental Variables and the Search 

for Identification: From Supply and Demand to Natural Experiments.” Journal of 

Economic Perspectives 15(4), 69-85. 

 

Atkinson, Anthony B. and Joseph E. Stiglitz. 2015. Lectures on Public Economics: 

Second Edition. Princeton, New Jersey: Princeton University Press. 

 Chapter 1 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 Chapter 1 

 

Lecture 

Number 

Date Topic 

1 September 11 Introduction and Refresher on Empirical Methods 

2 September 18 Welfare Economics and the Efficiency Cost of Government 

Policies 

3 September 25 Asymmetric Information, Moral Hazard and Social Insurance: 

Part I (health care) 

4 October 2 Asymmetric Information, Moral Hazard and Social Insurance: 

Part II (unemployment insurance) 

5 October 9 Pensions, Social Security and the Economics of Retirement 

Saving 

6 October 16 Midterm 

7 October 30 Externalities Part I (Theory) 

8 November 6 Externalities: Part II (Empirics) 

9 November 13 Public Goods 

10 November 20 Fiscal Federalism 

11 November 27 Class Presentations 

12 December 4 Class Presentations 



 

Section II: Welfare Economics and the Efficiency Cost of Government Policies (September 

18) 

 

Atkinson, Anthony B. and Joseph E. Stiglitz. 2015. Lectures on Public Economics: 

Second Edition. Princeton, New Jersey: Princeton University Press 

 Chapter 11  

 

*Chetty, Raj. 2009. “Sufficient Statistics for Welfare Analysis: Theory and Evidence.” 

Annual Review of Economics 1, 451-488. 

 

Hendren, Nathaniel. 2016. “The Policy Elasticity.” In Jeffrey R. Brown (eds.). Tax Policy 

and the Economy, Volume 30, pages 51-89. 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 Chapters 2, 3 and 4 

 

Varian, Hal R. 1992. Microeconomic Analysis: Third Edition. W.W. Norton & Company. 

  Chapters 17 and 18. 

 

 

Section III: Asymmetric Information, Moral Hazard and Social Insurance (September 25 

and October 2) 

 

Part I (September 25) 

 

Cullen, Mark R., Liran Einav and Amy Finkelstein. 2010. “Estimating Welfare in 

Insurance Markets Using Variation in Prices.” Quarterly Journal of Economics 123(3), 

877-921. 

 

*Finkelstein, Amy, Nathaniel Hendren and Mark Sheppard. 2017. “Subsidizing Health 

Insurance for Low-Income Adults: Evidence from Massachusetts.” NBER Working 

Paper 23668, National Bureau of Economic Research. 

http://www.nber.org/papers/w23668  

 

*Einav, Liran and Amy Finkelstein. 2011. “Selection in Insurance Markets: Theory and 

Empirics in Pictures.” Journal of Economic Perspectives 25(1), 115-138. 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 Chapter 20 

 

 

Part II (October 2) 

  

http://www.nber.org/papers/w23668


*Chetty, Raj. 2008. “Moral Hazard vs. Liquidity and Optimal Unemployment Insurance.” 

Journal of Political Economy 116(2), 173-234. 

 

Gruber, Jonathan. 1997. “The Consumption Smoothing Benefits of Unemployment 

Insurance.” American Economic Review 87(1), 192-205. 

 

Krueger, Alan B. and Bruce D. Meyer. 2002. “Labor Supply Effects of Social Insurance.” 

In Alan J. Aurerbach and Martin Feldstein (eds.). Handbook of Public Economics, 

Volume 4, pages 2327-2392.  

 

*Kroft, Kory, Fabian Lange and Matthew J. Notowidigdo. 2013. “Duration Dependence 

and Labor Market Conditions: Evidence from a Field Experiment.” Quarterly Journal of 

Economics 128(3), 1123-1167. 

 

Kroft, Kory and Matthew J. Notowidigo. 2016. “Should Unemployment Insurance Vary 

with the Unemployment Rate? Theory and Evidence.” Review of Economic Studies 83(2), 

1092-1124. 

 

Spinnewijn, Johannes. 2015. “Unemployment but Optimistic: Optimal Insurance Design 

with Biased Beliefs.” Journal of the European Economic Association 13(1), 130-167. 

 

 

Section IV: Public Pensions, Social Security and the Economics of Retirement Saving 

(October 9) 

 

Bernheim, B. Douglas. 2002. “Taxation and saving.” In Alan J. Auerbach and Martin J. 

Feldstein (eds.). Handbook of Public Economics, Volume 3, pages 1173-1249. 

 

Chetty, Raj, John N. Friedman, Soren Leth-Petersen, Torben H. Nielsen and Tore Olsen. 

2014. “Active vs. Passive Decisions and Crowd-out in Retirement Savings Accounts: 

Evidence from Denmark.” Quarterly Journal of Economics 129(3), 1141-1219. 

 

*Friedman, John N. 2016. “Tax Policy and Retirement Savings.” in Alan J. Auerbach and 

Kent Smetters (eds.). The Economics of Tax Policy. Oxford University Press. 

 

Lavecchia, Adam M. 2018. “Do Catch-up Limits Raise Retirement Saving? Evidence 

from a Regression Discontinuity Design.” National Tax Journal 71(1): 121-154. 

 

*Messacar, Derek. 2017. “Crowd-out, education, and employer contributions to 

workplace pensions: Evidence from Canadian tax records.” Review of Economics and 

Statistics, forthcoming. 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 Chapter 21 
 

Section III: Externalities (October 30 and November 6) 



 

Part I: Theory (October 30) 

 

Kaplow, Louis. 2012. “Optimal Control of Externalities in the Presence of Income 

Taxation.” International Economic Review 53(2), 487-509. 

 

Tresch, Richard. 2015. Public Finance: A Normative Theory: Third Edition. Amsterdam: 

Academic Press. 

 Chapters 5, 6, 7 and 22 

 

Part II: Empirics (November 6) 

 

*Clay, Karen and Joshua Lewis and Edson Severnini. 2016. “Canary in a Coal Mine: 

Infant Mortality, Property Values, and Tradeoffs Associated with Mid-20th Century Air 

Pollution.” NBER Working Paper 22155, National Bureau of Economic Research. 

http://www.nber.org/papers/w22155. 

 

*Deschenes, Olivier and Michael Greenstone and Joseph S. Shapiro. 2017. “Defensive 

Investments and the Demand for Air Quality: Evidence from the NOx Budget Program.” 

American Economic Review 107(10), 2958-2989. 

 

*Lipscomb, Molly and Ahmed Mushfiq Mobarak. 2017. “Decentralization and Pollution 

Spillovers: Evidence from the Re-drawing of County Borders in Brazil.” Review of 

Economic Studies 84(1), 464-502. 

 

Murphy, Joshua. 2017. “The Value of Reducing Power Plan Emissions: New Evidence 

from the Clean Air Interstate Rule.” https://joshmurphyeconomics.wordpress.com/job-

market-paper/ 

 

Mas, Alexandre and Enrico Moretti. 2009. “Peers at Work.” American Economic Review 

99(1), 112-145. 

 

 

Section IV: Public Goods (November 13) 

 

*Samuelson, Paul. 1954. “The Pure Theory of Public Expenditures.” Review of 

Economics and Statistics.” 36(4), 387-389. 

 

*Atkinson, Anthony B. and Joseph E. Stiglitz. 2015. Lectures on Public Economics: 

Second Edition. Princeton, New Jersey: Princeton University Press 

 Chapter 16  

 

 

Section VI: Fiscal Federalism (November 20) 

 

http://www.nber.org/papers/w22155
https://joshmurphyeconomics.wordpress.com/job-market-paper/
https://joshmurphyeconomics.wordpress.com/job-market-paper/


*Boadway, Robin and Jean-Francois Tremblay. 2012. “Reassessment of the Tiebout 

model.” Journal of Public Economics 96(11-12), 1063-1078. 

 

*Oates, Wallace E. 1999. “An Essay on Fiscal Federalism.” Journal of Economic 

Literature 37(3), 1120-1149. 

 

Milligan, Kevin E. and Michael G. Smart. 2016. “An estimable model of income 

redistribution in a federation: Musgrave meets Oates.” 

http://faculty.arts.ubc.ca/kmilligan/research/papers/oxford-v2.2.pdf. 

 

  
 
ACADEMIC INTEGRITY 

 

Academic fraud is an act committed by a student to distort the marking of assignments, tests, 

examinations, and other forms of academic evaluation. Academic fraud is neither accepted nor 

tolerated by the University. Anyone found guilty of academic fraud is liable to severe 

academic sanctions. 

 

Here are a few examples of academic fraud: 

• engaging in any form of plagiarism or cheating;  

• presenting falsified research data;  

• handing in an assignment that was not authored, in whole or in part, by the student;  

• submitting the same assignment in more than one course, without the written consent of 

the professors concerned. 

 

In recent years, the development of the Internet has made it much easier to identify academic 

plagiarism. The tools available to your professors allow them to trace the exact origin of a text on 

the Web, using just a few words. 

 

In cases where students are unsure whether they are at fault, it is their responsibility to 

consult the University’s Web site at the following address: http://www.uottawa.ca/academic-

regulations/academic-fraud.html  « Tools for Writing Papers and Assignments ». 

Persons who have committed or attempted to commit (or have been accomplices to) academic 

fraud will be penalized. Here are some examples of the academic sanctions, which can be 

imposed: 

• a grade of « F » for the assignment or course in question; 

• an additional program requirement of between 3 and 30 credits; 

• suspension or expulsion from the Faculty. 

Last session, most of the students found guilty of fraud were given an « F » for the course and 

had between three and twelve credits added to their program requirement. 
 

 

http://faculty.arts.ubc.ca/kmilligan/research/papers/oxford-v2.2.pdf
http://www.uottawa.ca/academic-regulations/academic-fraud.html
http://www.uottawa.ca/academic-regulations/academic-fraud.html


RESOURCES FOR STUDENTS 

 

Mentoring Centre - https://sass.uottawa.ca/en/mentoring 

The goal of the Mentoring Centre is to help students with their academic and social well-being 

during their time at the University of Ottawa. Regardless of where a student stands academically, 

or how far along they are in completing their degree, the mentoring centre is there to help 

students continue on their path to success. 

 

A student may choose to visit the mentoring centre for very different reasons. Younger students 

may wish to talk to their older peers to gain insight into programs and services offered by the 

University, while older student may simply want to brush up on study and time management 

skills or learn about programs and services for students nearing the end of their degree. 

 

In all, the Mentoring Centre offers a place for students to talk about concerns and problems that 

they might have in any facet of their lives. While students are able to voice their concerns and 

problems without fear of judgment, mentors can garner further insight in issues unique to 

students and find a more practical solution to better improve the services that the Faculty of 

Social Sciences offers, as well as the services offered by the University of Ottawa. 

 

Academic Writing Help Centre - http://www.sass.uottawa.ca/writing 

At the AWHC you will learn how to identify, correct and ultimately avoid errors in your writing 

and become an autonomous writer. In working with our Writing Advisors, you will be able to 

acquire the abilities, strategies and writing tools that will enable you to: 

• Master the written language of your choice  

• Expand your critical thinking abilities  

• Develop your argumentation skills  

• Learn what the expectations are for academic writing  

 

 

Career Services - http://www.uottawa.ca/career-development-centre/ 

Career Services offers various services and a career development program to enable you to 

recognize and enhance the employability skills you need in today's world of work.  

 

Counselling Service- http://www.sass.uottawa.ca/personal/ 

 

Access Service - http://www.sass.uottawa.ca/acces/ 

The Access Service contributes to the creation of an inclusive environment by developing 

strategies and implementing measures that aim to reduce the barriers to learning for students who 

have learning disabilities, health, psychiatric or physical conditions. 

 

Student Resources Centre - http://www.uottawa.ca/communitylife/ 

 

Sexual Violence - http://www.uottawa.ca/sexual-violence-support-and-prevention/ 

The University of Ottawa does not tolerate any form of sexual violence. Sexual violence refers to 

any act of a sexual nature committed without a consent, such as rape, sexual harassment or online 

harassment. The University, as well as student and employees associations, offers a full range of 

resources and services allowing members of our community to receive information and 

https://sass.uottawa.ca/en/mentoring
http://www.sass.uottawa.ca/writing
http://www.uottawa.ca/career-development-centre/
http://www.sass.uottawa.ca/personal/
http://www.sass.uottawa.ca/acces/
http://www.uottawa.ca/communitylife/
http://www.uottawa.ca/sexual-violence-support-and-prevention/


confidential assistance and providing for a procedure to report an incident or make a complaint. 

For more information, visit the website listed above 
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