Economics 151B

Labor Economics

Winter 2011
General Information:

Instructor:  Professor Page

Office: 1138 Social Sciences Building

Office Hours: M 10:00-12, T 10-10:30, R 10-10:30
Office Phone:  554-4940
e-mail address: mepage@ucdavis.edu
Course Website: http://www.econ.ucdavis.edu/faculty/mepage/econ151b/econ151b.html
FINAL EXAM:  Saturday March 19 3:30-5:30
Course Format and Goals:

In this course we will examine four topics related to labor markets in the United States.  They are:

1. How Does Education Affect Earnings?

2. Labor Market Discrimination and Affirmative Action

3. Inequality in Earnings

4. Unemployment

We will spend approximately 6 weeks on the first two topics, and approximately 4 weeks on the second two topics.  Each of these topics has received considerable attention in both the popular press and in the economics profession.  Despite much research, many of the questions sparked by these topics do not have a consensus answer.

The course is designed to familiarize you with these important questions in labor economics.  The course will cover basic institutional background and statistics on each issue, and develop economic models important to evaluation of the questions.  The most important goal is to facilitate you in learning to think critically about these and other economic topics that get public attention.  In order to evaluate the questions you need to be able to rely on your own ability to get the facts.  At the end of the course I hope that you will have developed the skills necessary to find unbiased answers to public policy questions.

Course Prerequisites: 

Econ 151A, Econ 100. I will also assume that you have background in calculus (either Math 16A, 16B or Math 21A, 21B) and in statistics (Stat 13 or 32) which are required for the major.

Note:  Every year there are students who want to take this course even though they have not yet taken 151A.  This is strongly discouraged.  

Required Materials:

Text:  George J. Borjas, Labor Economics, Irwin McGraw-Hill, 2010. (Fifth Edition).  

Other readings are all downloadable from my website, with the exception of a couple of readings which will be available at Shields Library later in the quarter.  These are *’d below. 
Grades:

Every Thursday there will be a short (5-10 minute) quiz on the lectures and assigned readings to date.  These quizzes are not intended to be tricky.  Rather, they cover basic material, and are intended only to encourage you to keep up with the readings and lectures.  These quizzes will be graded on a pass/no pass scale.  They will count towards 10% of your grade.

The remainder of your grade will be calculated according to one of the following distributions, whichever yields you the higher score.


   In-class Exams   0%
   
 
 In-class Exams 35%


   Final

     90%

 Final 

  55%

In-class Exams:

Approximately every 2 ½ weeks there will be a 20-30 minute in-class exam, covering the material to-date.  Exams will typically consist of one or two questions and will be significantly harder than the weekly quizzes, i.e. you will be expected to show a deeper understanding of the material.  Questions will be designed to reflect the nature of the final exam.  I will let you know that an exam is coming up at least two classes in advance.  Missed exams will be assigned a grade of zero.  There will be no make-up exams. 

Quiz grades may be petitioned up to 1 week after the quiz has been returned.  In order to petition a quiz grade you must submit your request to me in writing, with a careful explanation as to why your answer is correct.  When I regrade your quiz I will regrade the entire quiz.  In other words, it is possible that your grade will fall if you submit your quiz for a regrade.

Final Exam:

The final exam will consist of essay questions.  The structure of the questions will be very similar to those from the in-class quizzes.

Class Participation:

Because many of the questions dealt with in this course have no “right” answer, we can all learn from class discussion.  To that end, active participation that includes thoughtful questions will be rewarded with extra credit worth up to 5% of your grade.

Additional Note:

If you have a physical disability, any difficulty with the English language, or other special needs that are relevant to your success in this class please see me early in the quarter.  I will help you get access to resources that may help you deal with any special problems you might have in this course.

COURSE OUTLINE AND READING LIST

1.   How Does Education Affect Earnings?

1.A.  Introduction to Human Capital Theory

Readings: Borjas Chapter 6, pp. 236-250, 268-278
1.B.  Estimating the Wage Return to Education

Readings:  Borjas Chapter 6, pp. 250-262
Ashenfelter, Orley and Cecilia Rouse “Schooling, Intelligence, and Income in America:  Cracks in the Bell Curve,” NBER Working Paper # 6902.

1.C.  Signaling Theory

Readings:  Borjas Chapter 6, pp. 262-267
Jaeger, David A. and Page, Marianne E., “Degrees Matter: New Evidence on Sheepskin Effects in the Returns to Education,” Review of Economics and Statistics, 1996.

Tyler, John, Richard J. Murnane and John Willett “Estimating the Labor Market Signaling Value of the GED,” Quarterly Journal of Economics, 115[2], May 2002, 431-468.

1.D.  School Quality and the Return to Education

Readings:  Borjas Chapter 6, pp. 254-259.

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 10(4):  pp. 31-50.
Neal, Derek, Comments on “Education Matters:  Selected Essays” by Alan Krueger. http://educationnext.org/education-matters-selected-essays/
2. Labor Market Discrimination and Affirmative Action

2.A.  Theories of Labor Market Discrimination
Readings:  Borjas Chapter 9, pp. 365-382
Lundberg, Shelly and Richard Startz, “Private Discrimination and Social Intervention in Labor Markets,” American Economic Review, June 1983.

2.B.  Measuring discrimination – Focusing on the Black/White Wage Gap
Readings:  Borjas Chapter 10, pp. 382-395
2.C.  Effects of Civil Rights Legislation

Heckman, James and John Donohue III, “Continuous Versus Episodic Change:  The Impact of Civil Rights Policy on the Economic Status of Blacks,” Journal of 

Economic Literature, Vol 29, December 1991

*Herrnstein, Richard J. and Charles Murray, The Bell Curve: Intelligence and Class Structure in American Life, 1994 by Simon and Schuster, New York, NY.  pp. 447-458 and Chapter 20.

3. Earnings Inequality

3.A. Stylized Facts

Readings: Borjas Chapter 7  pp. 287-293
3.B. Changes in Inequality over Time

Readings:  Borjas Chapter 7 pp. 293-305
Fortin, Nicole and Thomas Lemieux “Institutional Changes and Rising Wage Inequality:  Is There a Linkage?” Journal of Economic Perspectives, 1997.


One additional reading TBA

3.C.  Intergenerational Mobility

Readings: Borjas Chapter 7 pp. 308-311
Bowles, Samuel and Herbert Gintis, “The Inheritance of Inequality.”  Journal of Economic Perspectives, 16(3): 3-30.

Sacerdote, Bruce, “Nature and Nurture Effects On Children’s Outcomes:  What Have We Learned From Studies of Twins and Adoptees?”  Handbook of Social Economics.

Bjorkland, Anders, Mikael Lindahl and Erik Plug, “The Origins of Intergenerational Correlations:  Lessons from Swedish Adoption Data,”  Quarterly Journal of Economics, August 2006.

4.Unemployment

Readings:  Borjas Chapter 12
