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Course description
Synopsis. The main goals of this course are to develop an understanding of why and how
the government may intervene in the economy, and to study the effect of government expenditure programs and taxation systems on the welfare and behavior of citizens. This course will
include an analysis of the theoretical bases that guide government intervention in the economy;
the discussion of a range of issues in public finance with a focus on current policy debates; and
the presentation of empirical methods used in economics to evaluate the effect of public policies.

Prerequisites. Econ 2100 (intermediate microeconomics, formerly Econ 101) is the main
Econ requirement. Note that this class really builds on Econ 2100, so taking Public Finance
without having taken Econ 2100 does not make much sense (on top of exposing you for serious
difficulties during the semester). Taking Public Finance concurrently with Econ 2100 is strongly
discouraged for the same reason.
Math 1400 (Calculus I, formerly Math 104), as well as Math 1410 (Calculus II, formerly Math
114) or Math 1510 (Calculus II with Probability and Matrices, formerly Math 115) are required
for this class.
Econ 2300 (Statistics for Economists, formerly 103) is recommended.
Textbook. Lectures and class discussion will mostly follow the following textbook: Jonathan
Gruber, Public Finance and Public Policy (5th Edition) WORTH Publishers, 2016. The newer
(6th) edition of the book is available at the Penn bookstore, the 5th or 4th editions are totally
acceptable (and much cheaper) substitutes.

Logistics and instruction planning
• Schedule reflecting the workload for a typical week
– In-person classes, designed to encourage student participation.
– Out-of-class activities
∗ Students will be expected to read the corresponding book chapters and/or relevant material before or after each lecture.
∗ Lecture slides will be posted on Canvas ahead of each lecture, with discussion
questions that will guide the lecture.
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∗ Problems sets will be assigned and due weekly. The weekly assignments will typically consist in 1–3 problems with the goal of maintaining engagement throughout the semester, and making sure everyone stays on board and has frequent
occasions to get in touch with me and the TA to ask questions. Students are
welcome to work with friends on problem sets, but everyone must submit an
individual write up of the answers.
∗ There will be multiple office hours sessions, with me and the TA, throughout
the week. You should feel free to come to any of the office hours, to discuss
any part of the material, be it on homework, lectures, or any other question you
have.

Assignments and assessment
• Weekly problem sets: 25%
• Three midterms (only the best two scores will count towards the final grade) including
one during the very last class of semester: 65% total (32.5% each).
• Participation to lectures and/or office hours: 10%

Overview of topics
1. Economic bases for government intervention
• Introduction: Isn’t the market efficient?
• Externalities
• Public goods
2. Evaluating public policy: basic econometrics concepts and tools
3. Selected public policy issues
•
•
•
•

Education
Income distribution
Social insurance [Social Security; Insurance against the inability to work]
Health insurance

4. Taxation
• Basic facts and concepts; what do we want from a tax system?
• Theoretical foundations: tax incidence, tax inefficiencies, optimal commodity taxation
• Labor income taxation: theory and empirics
• Taxation in the U.S.: elements of discussion

2

