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Course information
This course is the second part of the Labor and Public Economics sequence. The emphasis will be on applied research with a predominantly microeconomic focus. For each topic, we will review the main theoretical models, learn the econometric strategies to test these models, compare the existing empirical findings, and discuss their policy implications. Close reading of selected papers will further illustrate the challenges of empirical research.
The goal of this course is to provide students with an overview of the main research questions, methods and findings in the literature, and to equip them with the skills necessary to conduct their own independent empirical research. 

The necessary prerequisites for this course are the first-year Microeconomics, Statistics and Econometrics sequences. It is highly recommended that students complement this course with Econometrics IV, which will cover in detail most of the methods applied in the papers that we will discuss.
Course outline

I. Labor Supply
Static Labor Supply

Effects of Taxes and Benefits on Labor Supply

Household Labor Supply Decisions

Life Cycle Model of Labor Supply 

Empirical Evidence
II. Labor Demand

Static Labor Demand

Dynamic Labor Demand

III. Human Capital and Education
Human Capital Model of Earnings
Estimation of Returns to Schooling

Heterogeneous Returns to Schooling
Signaling Model of Education

Tests of the Signaling Value of Education
IV. Wage Structure and its Determinants 
Competitive Labor Market Equilibrium
Theory of Skill Premium

Empirical Evidence on Skill Premium Changes

Alternative Explanations of Skill Premium Development

Endogenous Skill-biased Technological Change   

V. Wage Inequality
Measures of Overall and Residual Wage Inequality
Decomposition of Wage Inequality Measures

Models of Observed and Unobserved Skills
Price versus Composition Changes in Wage Inequality
Permanent versus Transitory Components of Wage Inequality 

Effect of Institutions on Wage Inequality
Cross-country Comparison of Wage Inequality

VI. Discrimination
Theory of Taste-based Discrimination
Theory of Statistical Discrimination

Empirical Evidence on Discrimination

Gender Wage and (Un)employment Differentials
VII. Additional topics

Migration

Job Search and Matching
Labor Market Policies and Program Evaluation
Requirements and grading

Assignments (20 %)
Empirical project (20 %)
Midterm exam (30 %)

Final exam (non-cumulative) (30 %)
The empirical project will help students gain experience in conducting empirical research. It will take the form of either an original empirical paper or an extended replication of an existing study, and will be graded on the basis of the submitted paper and the presentation in the class.
Required readings (selected chapters)
Cahuc, P. and A. Zylberberg (2004): Labor Economics, MIT Press. 
Ashenfelter, O. and R. Layard (1986): The Handbook of Labor Economics,  vol. 1-2, North-Holland. 

Ashenfelter, O. and D. Card (1999): The Handbook of Labor Economics,  vol. 3A-3C, North-Holland. 
Supplementary texts (for intuition, main concepts, background, and policy case studies)

Ehrenberg, R. and J. Smith (2003): Modern Labor Economics, 8th International Edition, Pearson Education.
Filer, R., D. Hammermesh and A. Rees (1996): The Economics of Work and Pay,

6th edition, Harper Collins.
Boeri, T. and van Ours, J. (2008): The Economics of Imperfect Labor Markets, Princeton University Press.
Topic-specific readings
A detailed outline, supplementary reading list and other course materials will be posted at  http://home.cerge-ei.cz/Alena/LaborEconomics_Spring09.htm 
