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FE431:  PUBLIC FINANCE




Fall 2008/2009
Assignment 1: Due Friday 8/22/08
Read Chapter 1 of your textbook and some excerpts from The Wealth of Nations, published in 1776 by Adam Smith, and then answer a few questions. You can choose to print the excerpts, or you can just read them online. (You can also read a short biographical summary about Adam Smith at www.econlib.org/library/Enc/bios/Smith.html). 
For the assignment, go to:

www.adamsmith.org/smith/won-index.htm
and read from An Inquiry into the Nature and Causes of The Wealth of Nations:
· Book I – Introduction (read the following sections)

Ch. 1 – Of the Division of Labor

Ch. 2 – Of the Principle which gives Occasion to the Division of Labor

· Book V – Of the Revenue of the Sovereign or Commonwealth (read the following sections)

Ch. 1. – Part 1 – Of the Expenses of the Sovereign or Commonwealth

Ch. 1 – Part 2 – Of the Expense of Justice

Ch. 1 – Part 3 – Of the Expense of Public Works and Public Institutions (this will be a very short section)

As you read, take notes on the following questions. You may be randomly selected to lead the discussion on one or more of the topics.
1. What does Smith mean by “division of labor”?

2. What advantages does “division of labor” bring? Do people willingly choose to practice division of labor? Why, or why not?
3. Do you think mankind always practiced “division of labor” according to Smith’s definition? What developments do you think were important here?
4. What does Smith identify as the three “duties” of the Sovereign (or Commonwealth)? Basically, what does Smith identify as the role of government?
5. Has it always been necessary for the “public” to support the soldiers of a civilization? If so, explain why. If not, what has changed over time?
6. As in some countries today, does Smith argue that the government should require all young people to have some military training? Why, or why not?
