FE431:  PUBLIC FINANCE





Assignment 3: Due Wednesday 9/12/12
· 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 2 (Externalities) of your textbook. Also read the “The Lorax” by Dr. Seuss. (Tip: It is more enjoyable if you read “The Lorax” out loud). Five copies of the Lorax (illustrated version) are on reserve in the library.
You may be able to find the story or an online video version (25 minutes) by searching “The Lorax” on Google.

In a one-page essay, provide a thorough economic commentary of the story. Include in your response each of the following terms or concepts:

· Production

· Externalities

· Physical capital and innovation

· Monopoly power

· Common-property resources

Provide a final conclusion as to whether or not private markets are likely to lead to an efficient outcome in the production of Thneeds. Support your answer with any necessary diagrams, and with specific references to the Lorax reading. Diagrams may be hand-drawn on a second page.
