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Course 

This is a course in Public Economics.  It is intended to be a broad 

Description:

survey of public economic theory, including topics such as social

welfare, taxation, public goods, efficiency, voting theory, and the role of government in economic development.  The course tackles some of the grand questions in political economy regarding the appropriate scale and scope of government.  
Objectives:
Public economics uses the tools of microeconomics to analyze the behavior of politicians, bureaucrats, and the government sector.  This course will present the basic postulates of public economics and illustrate the widespread implications of these postulates when we examine real world situations.  The goal of this course is to have every student familiar with the economic theory of government.  More formally, the objectives include:

1. Conduct a detailed examination of externalities and public goods;

2. Discuss vote and budget-maximizing behavior on the part of politicians;

3. Discuss voter motivation and the median voter theorem;

4. Present Arrow’s theorem, problems in social choice, and the inherent instability of democracy;

5. Examine public spending, taxation, and intertemporal public finance issues;

6. Discuss the role of government in economic development.

Prerequisites: 
ECN 150 and junior standing or permission of instructor




ECN 151 recommended, but not required

Text (Required):




Cornes and Sandler. (1996). The Theory of Externalities, Public 

Goods, and Club Goods, 2nd edition.
Hausman and McPherson. (1996). Economic Analysis and Moral Philosophy.

Myles. (1996). Public Economics.


Hayek. (1994). The Road to Serfdom. 

Text

(Recommended):
Olson. (1971). The Logic of Collective Action.

Persson and Tabellini. (2000). Political Economics.
Grading 

and Exams: 

Your grade in this course is based on weekly quizzes (30%), a 

take-home midterm examination (20%), a final examination (20%), and a term paper (30%).  
My grading range is the following:

Total Points






Grade

100-93







   A

92-89







   B+

88-83







   B

82-79







   C+

78-71







   C

70-60







   D

59 or below






   F

Quizzes: Each week I will either assign or hand out a reading.  After you have had time to do the reading, I will give you a quiz on the material covered in the reading.  The quiz will simply serve as a check on whether you’re reading, and you won’t find them difficult.  There will be 12 quizzes this semester.  Each quiz will be worth 10 points.  I will drop your two lowest quizzes.  Quizzes will usually be given on Wednesday’s, and they will be announced in advance.  Unless your absence is excused for medical (doctor’s excuse needed) or student athlete reasons, there will be no make-up quizzes.  If you miss a quiz, you can simply use one of your drops on that one.  The quizzes will take no more than five minutes.  
Exams: The midterm and final exam will be in essay form.  You’ll be given a week to do the take-home midterm.  The final exam will be given in class at the normal exam time.  

Term Paper(s): You have a choice here.  You can choose to write two short papers (7-10 double-spaced pages) or one long paper (15-20 double-spaced pages).  The due dates for the papers are listed below.  The paper should focus on one of the major themes being discussed in the class, and you should try to link this theme to the material we have been reading.  I don’t want to read a summary of what you know.  Instead, I want you to show me that you’re passionate about an idea, and that you can make a strong argument and point out the weaknesses of that argument.
Expectations: In my opinion, you are some of the best undergraduate students at Mercer University.  I expect nothing less than your best effort in this class.  

I expect you to do all of the reading before each class, to participate in class discussions, to approach me and talk to me outside of class, and to complete all assignments on time.  There will be a lot of reading in this class.  I know there are many other demands on your time, but I feel confident that each and every one of you can keep up with the workload in this class.  These are my expectations for you.

You can expect me to be prepared and excited about each lecture.  I promise to go out of my way to give you a solid training in public finance specifically and economic theory more generally.  You will learn a lot about economics, history, philosophy, and politics in this class.  I will do all I can to keep this course fun, interesting, and relevant to your daily lives.

Attendance and “Fairness”: I believe in the freedom of individual choice.  You are free 

to choose between attending class and not attending class.  There will be no penalty for skipping, nor will there be any monitoring or “mark-up” for those of you who attend regularly.  In sum, this class is a record of what you did do; it is not about what you could have, should have, or would have done had circumstances been different.  People learn in hundreds of different ways, so you are free to approach this class in any way you desire.  

Honor Code:
Cheating is not tolerated.  Don’t cheat.  The Honor Code is enforced 
during all tests.

University Policy for Students with Disabilities: Students with a documented disability 

should inform the instructor at the close of the first class meeting.  This instructor will 

refer you to the Office of Student Services (SSS) for consultation regarding evaluation, 
documentation of your disability, and recommendations for accommodation, if needed.  
Students will receive from SSS the Faculty Accommodation Form.  On this form, SSS 
will identify reasonable accommodations for this class.  The form must be given to the 
instructor for signature and then returned to SSS.  To take full advantage of disability 
services, it is recommended that students contact SSS immediately.  This office is located 
on the third floor of the Connell Student Center.  

Course Outline

I.  Introduction
Week 1: Introduction: The Growth of Government in the 20th Century

Read:
 Hausman and McPherson’s EAMP, pp. 1-22, 84-99
Quiz on Robert Higgs’s Crisis and Leviathan, pp. 3-34

II.  Public Finance: Taxation and Expenditure
Week 2: What is Public Finance?

Read:
Cornes and Sandler’s TEPGCG, pp. 3-38

Quiz on James Buchanan’s “Politics without Romance” 

Week 3: Externalities



Read: 
Cornes and Sandler’s TEPGCG, pp. 39-142



Myles’s Public Economics, pp. 312-347



Quiz on Ronald Coase’s “The Problem of Social Cost”
Week 4: Pure Public Goods



Read: 
Cornes and Sandler’s TEPGCG, pp. 143-197



Myles’s Public Economics, pp. 263-311



Quiz on Mancur Olson’s The Logic of Collective Action, pp. 5-52
Week 5: Collective Choice, Welfare, and Cost-Benefit Analysis



Read: 
Hausman and McPherson’s EAMP, pp. 101-116, 150-179



Quiz on Dennis Mueller’s “Utilitarian Contracts” and “Redistribution”

Week 6: Where our Money Goes and Where it Comes From



Read:
Myles’s Public Economics, pp. 3-17
Budget of the United States Government, Fiscal Year 2005 (HANDOUT)

Week 7:  Current Issues in Taxation



Read:
Myles’s Public Economics, pp. 99-166, 231-262

*TAKE-HOME MIDTERM EXAM HANDED OUT IN CLASS ON WEDNESDAY, FEBRUARY 23rd; TAKE-HOME DUE ON WEDNESDAY, MARCH 2nd (ALSO, PAPER 1 IS DUE ON MARCH 2nd)*

III.  Political Economy and Federalism

Week 8: Rent-Seeking and Welfare Economics


Read:
Hausman and McPherson’s EAMP, pp. 67-83


Quiz on Gordon Tullock’s “The Welfare Costs of Tariffs, Monopolies, and Theft”
Week 9: Median Voter Theorem, Majority-Rule, and the Paradox of Voting

Read:
Cornes and Sandler’s TEPGCG, pp. 198-239

Week 10: Vote Cycling and Arrow’s Impossibility Theorem

Read: 
Hausman and McPherson’s EAMP, pp. 163-179

Quiz on James Enelow’s “Cycling and Majority Rule” in Dennis Mueller’s Perspectives on Public Choice, pp. 149-162
Week 11: Federalism


Read:
Hausman and McPherson’s EAMP, pp. 117-149

Quiz on James Madison’s Federalist Papers #10 and #51
Week 12:  Redistribution in Political Economy Models: The Logic of Concentrated Benefits and Dispersed Costs

Read:
Cornes and Sandler’s TEPGCG, pp. 394-414

Quiz on Friedman and Friedman’s Free to Choose, pp. 
Week 13: James Buchanan’s Project in Constitutional Political Economy


Read: 
F.A. Hayek’s The Road to Serfdom, pp. 1-80


Quiz on Buchanan and Tullock’s The Calculus of Consent, pp. 63-96

Week 14: Government Size and Economic Development


Read:
F.A. Hayek’s The Road to Serfdom, pp. 81-168


Quiz on “Economic Freedom of the World, 2002”
*TERM PAPERS AND PAPER 2 (for students doing two short papers) DUE ON

WEDNESDAY, APRIL 27th*
Week 15: Social Implications of Public Economics

Read:
Hausman and McPherson’s EAMP, pp. 195-208

F.A. Hayek’s The Road to Serfdom, pp. 168-262


Quiz on Fareed Zakaria’s The Future of Freedom, pp. 59-87
FINAL EXAMINATION: MONDAY, MAY 6th from 2-5 pm
*No class on Friday, March 4th, as I will be attending a conference in New York

*No class on Monday, April 4th, as I will be attending a conference in Florida

*No class on  Monday, April 25th, as I will be presenting a paper at SJSU
