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This is a course in theoretical and applied public economics using microeconomic theory. The
course addresses the theoretical analysis of market failure, public finance, taxation and
expenditure systems in modern economies and discusses philosophical issues of economic

welfare.

Prerequisites: MTH 3110, ECN 4105

Aims and Obijectives:

This is a Course in theoretical and applied public economics using microeconomic theory. The
Course aims to familiarise students with the scope and concepts of public sector economics. The
nature of market failure is investigated and welfare economic postulates are derived. The
concepts of efficiency and equity are analysed and issues of public finance, taxation and
expenditure systems as well as issues of welfare provision are reflected upon.

Programme Outcomes:

Al, A4, A5
B1, B2, B4
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A detailed list of the programme outcomes are found in the Programme Specification.
This is located at the Departmental/Schools page of the portal.

Learning Outcomes:

Upon completion of this course, a successful student should be able to

Knowledge and Understanding

1.

Demonstrate an in-depth understanding of the key issues in public economics.
Formalise welfare axioms.

Identify the nature of market failure and contrasts different philosophical strands
regarding the role of the public sector.

Analyse the comparative advantages and disadvantages of public revenue and spending
systems.

Critically assess economic policy options that aim at the correction of market failures
such as market concentration or negative externalities.

Apply public economic models to relevant topics.

Subject-Specific Skills:

1. Make use of abstract, graphical and mathematical methods of analysis.

2. Assess the appropriateness of a theoretical approach to a given situation, and apply
appropriate microeconomic models to given scenatios.

3. Communicate the assessment and the limitations of the given models.

Other Skills:

1. Show critical awareness of cost implications of public sector policies.

2. Make use of marginal taxation, revenue and welfare analysis.

3. Interpret incentive structures within the economic framework, linking public economic
strategy with desired economic outcomes and expectations.

4. Appraise the limitations of the private sector approach and can use a rigorous analysis to

appraise model and system shortcomings.

Indicative Content:

Microeconomic Principles Revisited (Stiglitz Ch. 3; Tresch, Ch. 1, 3)

Market Failure and the Role of the Government (Stiglitz Ch. 4; Cassidy; Barr Ch 4;
Tresch, Ch. 2,06, 7,8,9)

Social Choice: Efficiency and Equity (Barr, Ch. 3, 4; Stiglitz Ch.5; Besley; Besley,
Preston)

State Intervention and Public Policy (useful primer in moral philosophy: Rachels; Cahn
pp 472-491 on Rawls, pp 492-807 on Nozick; Sandel Lecture on Justice)
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Public Goods: Fundamentals and Efficiency Considerations (Stiglitz Ch. 6, 7)

The Problem of Externalities (Stern Review)

Expenditure Policy and Cost-Benefit Analysis (Stiglitz Ch. 10, 11)

Welfare Programs: Rationale and Reform (Stiglitz Ch. 15, 16; Barr; Jacobs & van der

Ploeg)

Health Care Systems: Comparative Analysis (Taylor & Hawley Ch. 2 ,3)

10. Taxation: Introduction and Efficiency (Meade Report, Mirrlees Report, Stiglitz Ch. 17,
18, 19)

11. Types of Taxation and Optimal Taxation (Stiglitz, Ch. 20, 21, 22, 24; Ivanova, et al;
Slemrod)

12. Fiscal Budget Considerations (Barr, Ch. 7; Stiglitz, Ch. 27, 28)

13. Case Studies: Education, Health, Finance, Public Goods etc

S

N

Assessment:

This course conforms to the Richmond University Standard Assessment Norms approved at
Academic Council on June 28, 2012.

Teaching Methodology:

The course is lectured twice weekly. Student participation is essential and group discussions are a
vital part of learning. Students are expected to undertake independent study and research to
compose a written assignment the findings of which have to be presented in class.
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