Topics in public economics, 2009
Topic 1: The political economy of public pensions

Agneta Kruse

In this topic we are studying the effects of voting rules / social choice on public pensions.
· How to organise a pension system; intertemporal optimisation  

· How are decisions made

· Does a democracy give an optimal / efficient system?

· Problems in today’s systems? If yes, will democratic voting make reforms possible? 

Lecture plan:

1. Short on voting; results. 

How to organise a pension system. Design; effects of design.

Articles: Galasso & Profeta (2004), table 2, Sjoblom (1985) section 1, Ståhlberg, Kruse, Sundén (2005) section 1 and 2, Palmer (2006)
2. Voting on pensions, 1.

Articles: Browning (1975), Sinn & Uebelmesser (2002), Sjoblom (1985)
3. Voting on pensions, 2.

Articles: [Verbon (1993)], Cremer & Pestieau (2000), [Kruse (2005)], Galasso & Profeta (2004)
4. Empirical evidence.

Breyer & Craig (1997), Selén & Ståhlberg (2007), Martin & Whitehouse (2008) 

5. Seminar

Themes:

a) Do Breyer & Craig find support for the conclusions drawn by Browning?

b) Review 2 of the articles from part C and make a comparison between them (assumptions, methods, results) 

c) A number of counties have unsustainable pension systems. What are the reform options and how come that these are so difficult to implement? 


Reading list:

A. Repetition of: Voting, voting rules, outcome of different constitutions:

Any textbook in Public Economics at the intermediate level, for example Cullis & Jones, Rosen, Nicholson.

B. The organisation of a public pension system; an overview:

Palmer, E. (2006): “What is NDC?”, Chapter 2 in Holzman, R and Palmer E.: “Pension Reform.” The World Bank. (Copies will be delivered.) 
Ståhlberg, A-C., Kruse, A. and Sundén, A. (2005): “Pension Design and Gender”. European Journal of Social Security, Vol. 7, no. 1.  (Copies will be delivered.)

C. Public pensions and social choice   (These articles can be found at http://elin.lub.lu.se/elin or in the library)

Browning, E. K. (1975): ”Why the Social Insurance Budget is too Large in a Democracy.” Economic Inquiry, vol. XIII, 373-388.

http://www3.interscience.wiley.com/cgi-bin/fulltext/120067962/PDFSTART
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http://www.sciencedirect.com/science?_ob=MImg&_imagekey=B6V97-3SWSJ62-3-1&_cdi=5891&_user=745831&_orig=search&_coverDate=12%2F31%2F1997&_qd=1&_sk=999869995&view=c&_alid=443415515&_rdoc=1&wchp=dGLbVzb-zSkWW&md5=4bafd16f2f903b53d9d4b15caf4f1963&ie=/sdarticle.pdf
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