FE431:  PUBLIC FINANCE





Assignment 1: Due Friday 8/24/12
· This assignment should be well written and at least one page in length (typed, double-spaced using 11 or 12 pt font and standard margins).
· Only work that follows these instructions and represents a “Good Faith Effort” to answer the questions posed will receive a check.

· Stop by during my office hours (Tuesdays periods 9, 10) if you have questions, or set up another time to meet with me.
Read Chapter 1 of the textbook (two copies are on reserve in the library under FE431) and the excerpts listed below from The Wealth of Nations (Adam Smith, 1776) and then address a few questions in an essay. You can choose to print the excerpts, or you can just read them online. (You should also read a short biographical summary about Adam Smith at www.econlib.org/library/Enc/bios/Smith.html). 
For the assignment, go to:

http://www.econlib.org/library/Smith/smWN.html
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
Ch. 1 – Part 4 – Of the Expense of Supporting the Dignity of the Sovereign

(the last two sections are very short – just read the one page each)

Your essay should address at least the following points:
1. In a few short sentences, summarize Smith’s explanation for how a nation gains (material) wealth and well-being. What is the role of self-interest, division of labor, and markets?
2. What does Smith identify as the appropriate role of government (i.e. Duties of the Sovereign), and please be specific? Does he leave anything out, in your opinion? What guidelines does Smith provide for who should pay for these government duties (i.e. the expenses of the “Sovereign” or Commonwealth)?
