FE431:  PUBLIC FINANCE




Fall 2008/2009
Assignment 6: Due Wednesday 10/15/08
· This assignment should be approximately 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 (NI 055 MWF period 6) if you have questions, or set up another time to meet with me.
Read Chapter 12 of your textbook and the article “Pareto Optimal Redistribution” (Hochman and Rodgers, AER 1969). Provide a one-page summary of the article. You should address at least the following points in your discussion:

· What is the critical assumption(s) that the authors make that makes this analysis of redistribution different from the so-called Neoclassical view of redistribution?

· What do the authors mean by “Pareto Optimal Redistribution”?

· What do the authors say about the size of the income transfer that should be made in the two-person case? (i.e. What is the condition that defines the Pareto Efficient income transfer?)

· Why must the government assume the role of redistributor?

