FE431:  PUBLIC FINANCE



Fall 2008/2009
Professor: Kurtis Swope



Office: NI 055
Website: www.usna.edu/Users/econ/swope

Email: swope@usna.edu
Office Hours: MWF period 6



Room: 
MI294



(other times by appointment)



Phone (office): 410-293-6892

Text:  Public Finance, Harvey S. Rosen, 8th edition
Objectives: Everyone is affected by taxes; everyone benefits from the goods and services provided by local, state, and national governments. This course examines the microeconomic functions of government focusing on the taxing and spending activities of the public sector. Some primary questions that will be addressed are:

· When should government intervene in markets?
· What goods, services, or income redistribution programs should government provide, and why?

· How are collective decisions made? 

· What are the alternative ways for government to finance its activities?

· How do the taxing and spending activities of the public sector affect individual decisions and the allocation of resources in the economy?

Grades:  Your course grade is based on total points accumulated on:

(A)
2 Midterm Exams – 100 points each

(B)
Final Exam (Cumulative) – 100 points

(C)
Homework and Weekly Writing Assignments – 50 points

(D)
Research Project and Presentation – 50 points

Grading Scale: There will be a total of 400 points possible in this course.  Your final letter grade will be based on the following scale - expressed as a percentage of 400 points:

A (90-100%)
B (80-89%)
C (70-79%)
D (60-69%)
F (59% and below)

This grading scale is absolute (there will be no “curve”).  Everyone can get an A or everyone can get an F.  A grade will be rounded up if the fractional part of the final average is equal to or above .5.  A grade will be rounded down if the fractional part of the final average is below .5.  For example: 89.5% becomes 90%, an A for the course.  An 89.49 becomes an 89%, a B for the course.

Exams: All exams will consist of short answer, essays, and problems. Tentative exam dates are listed in the outline below. Using calculators in text mode or to access pre-programmed material of any kind during an exam is not permitted.
Research Project and Presentation: Details of the research project will be discussed later in the course.

Extra Credit: Under no circumstances will I give extra credit to individual students.  However, during the course of the semester there may be optional class exercises in which extra credit may be earned.

Homework and Weekly Writing Assignments will be announced in class. Both will be collected and checked. Students not in class the day an assignment is made are still responsible for completing the assignment on time. All assignments will be posted on the web for you to download if you are not in class. You should always check to see if an assignment has been made. Writing assignments must be typewritten. Assignments that are complete and represent a “Good Faith Effort” will receive a check. Some homework solutions will be posted on the web, when necessary.

 Tentative Schedule and Outline of Topics
Introduction and Review of Microeconomic Theory

· Adam Smith, The Wealth of Nations, 1776, Book I Ch. 1 and 2, Book V Ch. 1 Parts 1, 2, 3
· Harvey Rosen, Public Finance, Chapter 1 (Introduction)

· Harvey Rosen, Public Finance, Appendix (Some basic microeconomics)

Welfare Economics

· Harvey Rosen, Public Finance, Chapter 3 (Tools of Normative Analysis)

Public Goods

· Harvey Rosen, Public Finance, Chapter 4 (Public Goods)

· Ronald Coase, The Lighthouse in Economics, Journal of Law and Economics, 1974

Exam 1 – Friday, September 19
Externalities
· Harvey Rosen, Public Finance, Chapter 5 (Externalities) 
· Dr. Suess, The Lorax
· Harvey Rosen, Public Finance, Chapter 7 (Education)
Social Insurance and Income Redistribution

· Harvey Rosen, Public Finance, Chapter 9 and 10 (Health Care)

· Harvey Rosen, Public Finance, Chapter 11 (Social Security)
· Harold Hochman and James Rodgers, Pareto Optimal Redistribution, American Economic Review, 1969

· Harvey Rosen, Public Finance, Chapter 12 (Views on Income Redistribution)
· Harvey Rosen, Public Finance, Chapter 13 (Welfare Programs)

Exam 2 – Friday, October 31
Public Choice, Public Expenditures, and the Role of the Nonprofit Sector (time permitting)
· Harvey Rosen, Public Finance, Chapter 6 (Political Economy)
· Dennis Young, Government Failure Theory, in The Nature of the Nonprofit Sector, ed. by J. Steven Ott, 2001

· Dennis Young, Contract Failure Theory in The Nature of the Nonprofit Sector, ed. by J. Steven Ott, 2001

Taxation

· Herbert Kiesling, Taxation and Liberty, Ch. 8 in Taxation and Public Goods, 1992

· Harvey Rosen, Public Finance, Chapters 14 - 21 (Selected parts of each)

Final Exam 


The final exam is cumulative.

