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Econ 447 Syllabus     Spring 2011 
Seminar – Privatization of Local Public Services 

Course Meets: Wednesdays, 2.30 – 4.20 pm, King 121 

Contact Details 
Instructor: Prof. Ron Cheung 

E-mail: rcheung@oberlin.edu 

Phone: (440) 775-8971 

Office: Rice Hall 212 

Office Hours: Tuesdays, 1.30 – 3 pm; Wednesdays, 11 am – 12 pm; Thursdays, 1.30 – 3 pm; other times 

by appointment. 

Course Description and Objectives 
This seminar examines an increasingly popular phenomenon in the local public sector. As budgets 

become tighter, cities and counties have been turning to private agents to provide many of our public 

services. We will read papers that investigate theoretically and empirically the effect that privatization 

has had on our concept of government. We begin by examining the various mechanisms through which 

privatization can occur. We then move to economic analyses of privatization of various major local 

public services. Finally, we will look into privatization of governance itself. 

Objectives for this course: (1) learn about the issues and complexity facing local privatization and how 

economic analysis can provide insights; (2) execute a thoughtful scholarly economic research paper; (3) 

improve your oral presentation skills by leading class discussion and by presenting the results of your 

paper.  

Readings 
 Readings for this course will come mostly from academic journals, supplemented with articles from 

popular sources. All readings will be posted on Blackboard for you to download. I will announce required 

readings in class and on Blackboard. The attached schedule gives you a tentative list of dates and 

readings. This list is subject to change. 

Grading 
There are four components to your course grade. 

Participation (10%). I value your participation and expect you to take an active role in this class. You are 

expected to attend every class and to be prepared to discuss the readings assigned for that day.  
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Reading Responses & Data Exercise (15%). You must bring in to class and hand in a write-up of your 

thoughts on the assigned readings for each day, starting in week 3.  In the response, you should mention 

(at least) two things you found interesting about the readings, two potential questions or shortcomings 

of the paper or ways in which the analysis can be extended and anything you found unclear. The write-

up must be completed before the class, and late work will not be accepted. The data exercise will be 

handed out after our data refresher and will familiarize you with working with datasets.  

Presentations (15%). You will present several times in this course. First, beginning in week 3, each class 

will have a student responsible for giving a 15-20 minute presentation of the reading(s) for the day. 

Then you will lead the in-class discussion for the day. Second, twice in the course, you will give a brief 

discussion of your progress in the term paper. Finally, sometime in the last two weeks of class, you will 

give a 15-20 minute presentation of your paper. 

Note: The most challenging aspect of presentations (of any type) is to distil your understanding of the 

material, your ideas and your questions into a very limited amount of time.  As such, time limits for 

presentations will be adhered to strictly – so it’s always helpful for you to do a run-through before you 

present! 

Research Paper (60%). The research paper will be an economic analysis of a question related to public 

service privatization, preferably focused on a local or regional level. You should select a topic yourself 

and clear it with me. I will be happy to consult with you regarding topic choice, data collection and paper 

writing.  

Length: The paper should be between 15 and 25 pages in length, not counting references, figures and 

tables, double-spaced. Type should be between 10 and 12 point font. 

Content: A good paper addresses an interesting and well-defined issue, presents relevant data and 

methodology and applies economic analysis intelligently. Relevant policy recommendations are 

desirable.  A good paper is also well organized, clear, free of writing errors and coherent. Please choose 

a standard format for citing your sources and apply it consistently.  

Important Dates: (Note: When something below needs to be submitted to me, you may either bring a 

printed copy to class, or you may email it to me by 10 pm the day it is due. Be sure to put your name 

into the file name of the attachment.) 

1. Wed., 2 March 2011: By this date you should pick a general topic. It does not have to be well-

developed. In one short paragraph, write something along the lines of: “I want to write a paper 

on this topic, and here is a rough idea for a question.” Bring this statement to class, and we will 

share and discuss the feasibility of your desired topic. 

2. Wed., 23 March 2011: You must submit a short outline (6 pages or so) of your paper. At this 

point, you should have focused your research on a specific question.  Lay out your research 

question, agenda and relevant data sources. This outline should also incorporate a brief 

literature review of readings related to your question. Late outlines will incur a daily penalty of 

5% off the final paper grade. 

3. Wed., 13 April 2011: We will have another class discussion of your progress of your research 

paper.  
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4. Wed., 27 April 2011: A complete draft of your paper is due. This will be shared with the class in 

time for the paper presentation sessions. 

5. Wednesday, 4 and 11 May 2011: You will be required to present your paper to the class. The 

other members of the class will have read your draft and should offer comments and feedback. 

Presentation schedules will be determined later. 

6. Saturday, 21 May 2011: The final draft of your paper is due by 10 pm.  

Honor Code 
The College requires that students sign an "Honor Code" for all assignments. Presenting the work of 

someone else as your own is a serious affront to the other students in the course and to me. On each 

assignment and policy brief that you submit, you must write "I have adhered to the Honor Code in this 

assignment" and sign your name in assent. For further information, please see the student Honor Code, 

via Blackboard>Lookup/Directories>Honor Code. 

Students with Disabilities 
If you have specific physical, psychiatric or learning disabilities and require accommodations, please let 

me know early in the semester so that your learning needs may be appropriately met. You will need to 

provide documentation of your disability to the Office of Disability Services in Peters G-27/G-28. 
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Course Outline – revised 2/14/11 
Week Day Topic Reading Coursework 

1 9 Feb. Introduction   

2 16 Feb. Local public finance 
background & the scope 
of government 

Vickers and Yarrow (1991) 
Savas (2000) excerpt 
 

 

3 23 Feb. Motives for privatization; 
Public versus private 
efficiency 

Lopez-de-Silanes, Shleifer & Vishny 
(1997) 
Bel & Fageda (2009) 

 

4 2 Mar. Contracting out Hirsch (1995) 
Levin and Tadelis (2010) 

Data exercise 
due; Class 
discussion of 
potential 
research ideas 

5 9 Mar. Private-public 
partnerships 

Chong et al (2006) 
Erie, Kogan & MacKenzie (2010) 

 

6 16 Mar. Privatization of waste 
collection 

Bel, Fageda & Warner (2010) 
Johnson and Watson (1991) 

 

7 23 Mar. Privatization of utilities Warner and Bel (2008) 
Galiani, Gertler & Schargrodsky (2005) 

Literature review 
and paper 
outline due 

 30 Mar. SPRING BREAK – no class   

8 6 Apr. Privatization of public 
transport 

Meyer & Gomez-Ibanez (1991) 
Karlaftis (1999) 
Perry & Babitsky (1986) 

 

9 13 Apr. Privatization of education Rouse (1998) 
Ladd (2005) 

Class discussion 
of research 
progress 

10 20 Apr. Private government 
(homeowners’ 
associations) 

McKenzie (1994) excerpt 
Cheung (2008) 

 

11 27 Apr. Private government 
(business improvement 
districts) 

Hounston overview on BIDs 
Brooks (2008) 

Complete data 
draft due and 
shared 

12 4 May Paper presentations   

13 11 May Paper presentations   

 21 May 
(Sat.) 

  Papers due, 10 
pm. 

* Caveat: The course outline and the readings are subject to change.  

Reading List 
Grouped by Week; readings marked with a plus sign are optional and will not be discussed in class. If 

you are writing your term paper on a specific topic, it is recommended that you read the appropriate 

optional readings. 
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Week 2: 

Vickers, John and Yarrow, George (1991), “Economic Perspectives on Privatization”, J of Economic 

Perspectives, 5(2), 111-132. 

Savas, E.S. (2000), “Alternative Arrangements for Providing Goods and Services,” Chapter 4 in 

Privatization and Public-Private Partnerships, Chatham House Publishers, New York. 

+ Gerber, Elisabeth R., Hall, Christianne K. and Hines Jr., James (2004), “Privatization: Issues in Local and 

State Service Provision,” U of Michigan Center for Local, State and Urban Policy Policy Report, no. 1. 

 

Week 3: 

Lopez-de-Silanes, Florencio, Shleifer, Andrei and Vishny, Robert (1997), “Privatization in the United 

States,” RAND J of Economics, 28(3), 447-471. 

Bel, Germa and Fageda, Xavier (2009), “Factors explaining local privatization: a meta-regression analysis,” 

Public Choice, 139, 105-119. 

+ Warner, Mildred and Hebdon, Robert (2001), “Local Government Restructuring: Privatization and its 

Alternatives,” J of Policy Analysis and Mgmt, 20(2), 315-336. 

 

Week 4: 

Hirsch, Werner (1995), “Contracting Out by Urban Governments:  A Review,” Urban Affairs Review, 30, 

458-472. 

Levin, Jonathan and Tadelis, Steven (2010), “Contracting for Government Services: Theory and Evidence 

from U.S. Cities,” J of Industrial Econ, 58(3), 507-541. 

+ Prager, Jonas (1994), “Contracting Out Government Services: Lessons from the Private Sector,” Public 

Administration Review, 54(2), 176-184. 

 

Week 5: 

Chong, Eshien, Huet, Freddy, Saussier, Stéphane and Steiner, Faye (2006), “Public-Private Partnerships 

and Prices: Evidence from Water Distribution in France,” Review of Industrial Organization, 29, 149-169. 

Erie, Steven, Kogan, Vladimir and MacKenzie, Scott (2010), “Redevelopment San Diego Style: The Limits 

of Public-Private Partnerships,” Urban Affairs Review, 45(5), 644-678. 

+ Warner, Mildred and Hefetz, Amir (2008), “Managing Markets for Public Service: The Role of Mixed 

Public – Private Delivery of City Services”, Public Admin Review, 155-166. 

 

Week 6: 

Bel, Germa, Fageda, Xavier and Warner, Mildred (2010), “Is Private Production of Public Services 

Cheaper Than Public Production? A Meta-Regression Analysis of Solid Waste and Water Services,”  J of 

Policy Analysis and Mgmt, 29(3), 553-577. 

Johnson, Gerald and Watson, Douglas (1991), “Privatization: Provision or Production of Services? Two 

Case Studies,” State & Local Government Review< 23(2), 82-89. 
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Week 7: 

Warner, Mildred and Bel, Germa (2008), “Competition or Monopoly: comparing Privatization of Local 

Public Services in the US and Spain,” Public Admin, 86(3), 723-735. 

Galiani, Sebastian, Gertler , Paul and Schargrodsky, Ernesto (2005), “Water for Life: The Impact of the 

Privatization of Water Services on Child Mortality,” J of Political Econ, 113(1), 83-120. 

 

Week 8: 

Meyer, John and Gomez-Ibanez, Jose (1991), “Transit Bus Privatization and Deregulation Around the 

World: Some Perspectives and Lessons,” International J of Transport Economics, 43(3), 231-258. 

Karlaftis, Matthew and McCarthy, Patrick (1999), “The Effect of Privatization on Public Transit Costs,” J 

of Regulatory Econ, 16, 27-43. 

+ Perry, James and Babitsky, Timlynn (1986), “Comparative Performance in Urban Bus Transit: Assessing 

Privatization Strategies,” Public Admin Review, 46(1), 57-66. 

 

Week 9: 

Rouse, Cecilia (1998), “Private School Vouchers and Student Achievement: An Evaluation of the 

Milwaukee Parental Choice Program,” Quarterly J of Econ, 553-602. 

Ladd, Helen (2002), “School Vouchers:  A Critical View,” J of Econ Perspectives, 16(4), 3-24. 

+ Angrist, Joshua, Bettinger, Eric, Bloom, Erik, King, Elizabeth and Kremer, Michael, “Vouchers for Private 

Schooling in Colombia: Evidence from a Randomized Natural Experiment, American Econ Review, 92(5), 

1535-1558. 

 

Week 10:  

McKenzie, Evan (1994), Chapters 1 and 6 from Privatopia: Homeowner Associations and the Rise of 

Residential Private Government, Yale University, 1-28; 122-149. 

Cheung, Ron (2008), “The interaction between public and private governments: An empirical analysis,”  J 

of Urban Econ 63, 885-907. 

+ Gordon, Tracy (2003), “Crowd out or crowd in?: The effects of common interest developments on 

political participation in California,” Annals of Regional Science, 37, 203-233. 

 

Week 11: 

Hounston Jr., Lawrence, editor, Business Improvement Districts, excerpt. 

Brooks, Leah (2008), “Volunteering to be taxed: Business improvement districts and the extra-

governmental provision of public safety,” J of Public Econ, 92, 388-406. 

+ Briffault, Richard, “A Government for Our Time? Business Improvement Districts and Urban 

Governance,” Columbia Law Review, 99(2), 365-477. 


