
Advanced Microeconomics for Policy Analysis II

ppha 44200

Winter 2025

Prof. Zarek Brot (zarek@uchicago.edu)

Class Meetings:
Lecture: Tuesday and Thursdays, Keller 0007, 2:00pm-3:20pm
TA Discussion: Fridays, Keller 2112, 10:30pm-11:50pm

Office Hours: TBD, Keller 3011. To reserve a slot during regularly scheduled office hours, please use
https://calendly.com/zarek/office-hours-44200. You do not need to reserve a slot (you can just walk
in), but I will give priority to those students who do. In the scheduling system I ask you in advance what
you would like to discuss. Letting me know means I will be more prepared to help you, so please fill that
out in however much detail you can.

Teaching Assistants: The TAs for this course are Noah Liu (noahliuhx@uchicago.edu) and Yulia Valdivia
Rivera (yvaldiviarivera@uchicago.edu). Noah and Yulia’s responsibilities will be to grade problem sets
and exams, and run the discussion section. They will also hold walk-in office hours at Time TBD in Keller
TBD. During these office hours and discussion sections, you should ask them only about problem sets and
lecture materials. Do not ask them about administrative issues; questions about such issues should be sent
to me alone. Do not ask them about regrade requests. See below in the syllabus for more on that.

Course Description

This course is the second course in the PhD microeconomics sequence. We will cover five topics: welfa-
re economics, mechanism design, monopoly pricing, oligopoly, and contract theory. These mostly form
the core of theoretical advancements between 1970 and 1990. The common theme across these topics is
the importance of information (and asymmetries in information) in governing behavior within economic
institutions and, consequently, the positive and normative design of those institutions.

Prerequisites

You must have taken PPHA 44100 (Advanced Microeconomics for Policy Analysis I) and PPHA 41501 (Ga-
me Theory) to enroll in this course. You must also understand the calculus-based approach to probability
theory, as covered in PPHA 42000 (Applied Econometrics I). This is a PhD-level course, required as a core
course for PhD and MACRM students at Harris. If you have not taken these prerequisite courses, or are
in a degree program other than the Harris PhD or MACRM, you must have my permission to enroll in the
course.

Assignments and Grading

Your final grade will be made up of three components: Problem sets (10 %), midterm exam (40 %), and
final exam (50 %). The midterm will be in-class on TBD. The final will be (tentatively) TBD.

There will be five problem sets. While you are welcome and encouraged to freely discuss the problems
with your classmates, I expect each student to turn in their own individual assignment. Each problem set
is due at 11:59pm on the due date. Problem sets will be submitted and graded via Gradescope. Due dates
are listed below:
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Problem Set Lectures Covered Due Date

1 1-4 TBD

2 5-7 TBD

3 8-10 TBD

4 11-13 TBD

5 14-17 TBD

Late Submissions. Every student has one 24-hour extension for assignments. Those extensions will be
automatically applied to any late work, and require no excuse to be given. After a student has used
their extension, for every six (6) hours beyond a deadline, you will lose 5 % of your grade, receiving zero
(0 %) percent once 24 hours have passed. Each assignment will receive an equal weight. If you have an
extenuating circumstance, please contact me before the deadline to work something out. Note that the late
submission penalty will be imposed retroactively at the end of the quarter when I am computing final
grades; it will not be displayed on Gradescope.

Regrade Requests. Regrade requests must be made within 7 days of when the student has received the
graded assignment or exam back. You must submit regrade requests via Gradescope (not by email), and
they must be accompanied by a written statement documenting the reason for the request. Your written
statement should only contain discussion of the correctness of your answer. Any other considerations will
be ignored. Note that your problem set grade is a very small component of your overall grade (and an even
smaller source of variation in grades on the curve), so please do not waste your time and ours haggling
over a single point.

The Curve. Please note that I will grade on a curve, with your grade measured based on your perfor-
mance relative to your peers. Specifically, your final course score will be the weighted average of z-scores
in the grading categories listed above. I will then assign course grades based on the ranking of this final
score.

Discussion Board

One additional tool that we will employ is a discussion board through Ed. We will use it for a few purpo-
ses. First, I ask that you please ask questions about problem sets or lecture concepts on Ed rather than via
email. I and the TAs will review Ed regularly and answer questions. The point of this is that if you have a
question, your peers are very likely to also have questions, and thus Ed will serve as a great repository of
answers both for questions you as a student might have, as well as questions you don’t yet know you have.

Additionally, I am not a pro theorist by trade, and so if I have difficulty answering a question mid-lecture,
I will typically instruct you to submit the question on Ed so that I can give a more careful and correct
answer than I may be able to come up with on the fly.
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Textbooks

We will use two textbooks. The first is Mas-Colell, Whinston, and Green, Microeconomic Theory (denoted
on the schedule below as mwg). The second is Tirole, The Theory of Industrial Organization (denoted as t).

As a supplement, you may also consider Hermalin, Lecture Notes for Economics (denoted as h), or Va-
rian, Microeconomic Analysis (denoted as v). These cover similar material but I have chosen to follow the
approach of the other textbooks. They may nonetheless be useful supplements, so I have included the
relevant chapters on our schedule where appropriate.

If you want a really axiomatic approach to this material, you can try Kreps, Microeconomic Foundations II:
Imperfect Competition, Information, and Strategic Interaction. This is a version of this material aimed at those
seeking to become theorists.

Some of the lecture material is wholly original and does not have any associated readings; for this material,
you can assume that the lecture slides cover the full set of relevant material that you will be evaluated on.
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Course Schedule

Lecture Day Date Topic(s) covered Reading(s)

Main Supplemental

1 Tuesday Jan 6 Introduction; social choice - mwg Ch. 21

2 Thursday Jan 8 Efficiency - mwg Ch. 21

Mechanism Design

3 Tuesday Jan 13 Mechanisms; auctions mwg Ch. 23 Hayek (1945), h Ch.
11.1, 11.2

4 Thursday Jan 15 Externalities; Vickrey-Clarke-
Groves mechanisms

mwg Ch. 11.B, 11.E,
23

v Ch. 24

5 Tuesday Jan 20 Public goods; second-best mechanisms - mwg Ch. 11.C, 11.E,
23, v Ch. 23

6 Thursday Jan 22 Bilateral trade; mechanism design
with many agents

- mwg Ch. 23

Monopoly Pricing

7 Tuesday Jan 27 Profit-maximizing auctions mwg Ch. 23 h Ch. 11.2

8 Thursday Jan 29 Monopoly linear pricing t Ch. 1.1.1, 2.2.1 h Ch. 1 and 2, v Ch.
14

9 Tuesday Feb 3 Monopoly price discrimination I:
1st-degree, 3rd-degree

t Ch. 3.1, 3.2 h Ch. 3 and 4, v Ch.
14

10 Thursday Feb 5 Monopoly price discrimination II:
2nd-degree

t Ch. 3.3 h Ch. 5, v Ch. 14

Tuesday Feb 10 MIDTERM

Oligopoly

11 Thursday Feb 12 Oligopoly I: Bertrand and Cournot
competition

t Ch. 5.1 - 5.4 v Ch. 16

12 Tuesday Feb 17 Oligopoly II: Bertrand competition with
product differentiation

t Ch. 2.1 and 7.1 Greenstone (2017)

Contract Theory

13 Thursday Feb 19 Adverse selection I: Unraveling and
policy responses

mwg Ch. 13, Einav
and Finkelstein
(2011)

14 Tuesday Feb 24 Adverse selection II: Signaling mwg Ch. 13

15 Thursday Feb 26 Adverse selection III: Screening mwg Ch. 13 Hendren (2014)

16 Tuesday Mar 3 Hidden-action moral hazard I:
Concepts

mwg Ch. 14

17 Thursday Mar 5 Hidden-action moral hazard I:
Applications

-

Thursday Mar 12 FINAL EXAM



Policy on ChatGPT and Use of Other Large Language Models

For the purposes of this class, ChatGPT and other large language models are considered to be external
resources. In general, you may consult external resources when preparing responses for problem sets.
However, the words written and handed in must be your own (i.e., there should be no unquoted text
prepared by an external source). Similarly, using external resources on the exams is completely disallowed,
including but not limited to the use of ChatGPT and other large language models.

Harris School and University of Chicago Policies

Diversity and Inclusion

The Harris School welcomes, values, and respects students, faculty, and staff from a wide range of back-
grounds and experiences, and we believe that rigorous inquiry and effective public policy problem-solving
requires the expression and understanding of diverse viewpoints, experiences, and traditions. The Uni-
versity and the Harris School have developed distinct but overlapping principles and guidelines to ensure
that we remain a place where difficult issues are discussed with kindness and respect for all.

The University’s policies are available below. Specifically, the University identifies the freedom of expres-
sion as being “vital to our shared goal of the pursuit of knowledge, as is the right of all members of the
community to explore new ideas and learn from one another. To preserve an environment of spirited and
open debate, we should all have the opportunity to contribute to intellectual exchanges and participate
fully in the life of the University.”

The Harris School’s commitments to lively, principled, and respectful engagement are available below:
“Consistent with the University of Chicago’s commitment to open discourse and free expression, Harris
encourages members of the leadership, faculty, student body, and administrative staff to respect and
engage with others of differing backgrounds or perspectives, even when the ideas or insights shared
may be viewed as unpopular or controversial.” We foster thought-provoking discourse by encouraging
community members not only to speak freely about all issues but also to listen carefully and respectfully
to the views of others.

University policies: https://studentmanual.uchicago.edu/university-policies/
Harris policies: https://harris.uchicago.edu/about/who-we-are/diversity-inclusion

Title IX Reporting Responsibilities

Your instructor and TAs for this class are designated as “responsible employees” under the US law known
as Title IX. We have a duty to report incidents of sexual harassment, including sexual violence, domestic
violence, dating violence, and stalking or other misconduct to appropriate school officials.

Academic Integrity (Cheating)

This is a large and important class for your education here at Harris. We take academic integrity very
seriously, and although we have the highest confidence in you as students, we must also remind you that
academic integrity and honesty are central to our mission as a school and to each of us as instructors, TAs,
and students.

All University of Chicago students are expected to uphold the highest standards of academic integrity and
honesty. Among other things, this means that students shall not represent another’s work as their own, use
un-allowed materials during exams, or otherwise gain unfair academic advantage. From the University’s
policy (link below): “It is contrary to justice, academic integrity, and to the spirit of intellectual inquiry
to submit another’s statements or ideas as one’s own work. To do so is plagiarism or cheating, offenses
punishable under the University’s disciplinary system. Because these offenses undercut the distinctive
moral and intellectual character of the University, we take them very seriously.”
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The Harris School’s policies are available in the Harris Student Handbook Canvas site. All students sus-
pected of academic dishonesty will be reported to the Harris Dean of Students for investigation and
adjudication. The disciplinary process can result in sanctions up to and including suspension or expulsion
from the University. In addition to disciplinary sanctions, we reserve the right to impose other sanctions,
up a failing grade for the course for students who have committed academic dishonesty, regardless of
performance on elements of the course.

University policies: https://studentmanual.uchicago.edu/academic-policies/academic-honesty-plagiarism/

Disability Accommodations
The University’s policies regarding students with disabilities are available below. Students who have di-
sability accommodations awarded by the University Student Disability Services Office should inform the
Harris Dean of Students office by the end of the first week of class. The Harris Dean of Students Office
will work with the student and instructor to coordinate the students’ accommodations implementation.
Harris students are not required to submit their accommodations letter to the instructor.

Students who do not yet have formal accommodations in place but who feel they need accommodations
on a temporary or ongoing basis should contact the Harris Dean of Students Office or Student Disability
Services.

University policies: https://studentmanual.uchicago.edu/university-policies/disability-accommodations/

Student Mental Health and Other Support
If you or someone you know is feeling overwhelmed, depressed, and/or in need of support, remote coun-
seling services are available. Student Counseling Service (SCS) urges you to attend to your mental well-
being and to reach out to them for support during these challenging times. All SCS services are covered
by the Student Life Fee, and there is no additional cost for students to access their services. More informa-
tion on SCS services can be found at https://wellness.uchicago.edu/mental-health/student-counseling-
service-spring-quarter-faq/. Students seeking new services/resources can call 773-702-9800 during busi-
ness hours (Tuesday-Friday 8:30 a.m.-5 p.m.) and ask to speak with a clinician. Students needing urgent
mental health care can speak with clinicians over the phone 24/7 by calling the SCS at 773-702-3625.

University of Chicago Policy on Lecture Recordings
By attending course sessions, students acknowledge that:

1. They will not: (i) record, share, or disseminate University of Chicago course sessions, videos, trans-
cripts, audio, or chats; (ii) retain such materials after the end of the course; or (iii) use such materials
for any purpose other than in connection with participation in the course.

2. They will not share links to University of Chicago course sessions with any persons not authorized
to be in the course session. Sharing course materials with persons authorized to be in the relevant
course is permitted. Syllabi, handouts, slides, and other documents may be shared at the discretion
of the instructor.

3. Course recordings, content, and materials may be covered by copyrights held by the University, the
instructor, or third parties. Any unauthorized use of such recordings or course materials may violate
such copyrights.

4. Any violation of this policy will be referred to the Area Dean of Students.
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