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module number 
35850 
module title 
Behavioral Public Economics 
module coordinator  

Prof. Dr. Stefan Bauernschuster 
 

examination number credit points (ECTS) hours per week (SWS) 

274160 5 2+2 

availability duration recommended semester 

Every winter semester 1 semester 3 

 

workload 
Lecture 2 SWS (30 hours class instruction; 45 hours self-study) 
Uebung 2 SWS (30 hours class instruction; 45 hours self-study) 
 
Calculation is based on: every hr./sem.-week corresponds to 60 minutes. One semester is presumed 
to be 15 weeks, i.e. 14 course + 1 exam week 
module applicability 
Modulgruppe D: Governance, Institutions and Development 
reference to the LPO I  
 
recommended requirements 
Solid knowledge in (undergraduate) microeconomics and statistics/econometrics  
Solid knowledge in (undergraduate) public economics  
obligatory requirements 
 
language  
English 
 

content 
The model figure of homo economicus, a rational perfectly informed and self-interested individual 
who maximizes her utility, is a simple yet powerful tool in theoretical economic models. However, 
sometimes it fails to provide an adequate picture of individual decision-making processes. In this 
lecture, we complement the standard approach with insights from behavioral economics to analyze 
which (new) implications can be drawn from this perspective for the field of public economics. 
Amongst the topics covered in the lecture are time-inconsistent behavior (hyperbolic discounting) 
and its implications for the taxation of sin goods such as alcohol or unhealthy food, mental 
accounting and its implications for labelling social transfers, the salience of information and its 
implications for attitudes and behavior, reference points and loss aversion and its implications for 
labor supply, and the role of default options for retirement and health insurance. 
 
Table of contents: 
Chapter 1: Neoclassical vs. behavioral economics? 



Chapter 2: Hyperbolic discounting and sin taxes 
Chapter 3: Reference points and loss aversion 
Chapter 4: Mental accounting and narrow bracketing 
Chapter 5: Limited attention and lack of information 
Chapter 6: Status quo bias and default options 
Chapter 7: Debating soft paternalism 
intended learning outcomes (ILOs) 
Students who have successfully participated in the module “Behavioral Public Economics” are able 
to 

• demonstrate a clear understanding of the main features and assumptions of neoclassical 
public economics  

• identify situations in which individuals’ behavior deviates from the predictions of neoclassical 
theory and explain these deviations with the help of behavioral economic concepts 

• develop suggestions in which way insights from behavioral economics might improve policy 
decisions, 

• use this knowledge to assess applied research papers, interpret the findings and critically 
discuss the policy conclusions with their peers   

teaching methods 
Classroom lecture with interactive elements (Vorlesung mit Seminarcharakter) 
Uebung with tutorials and student presentations 
required attendance 
 
examination (type of examination, scope) 
final exam (90 minutes)  
or portfolio (final exam (90 minutes) and oral presentation) 
overall grade relevance 
100% final exam or 80% final exam and 20% oral presentation 
possibility of retake exam 
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additional notes 
Exam question can be answered in English or German 
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