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Textbooks: 
You have a choice of textbooks, depending on your preference – most of the module material is covered in all of these texts. I recommend you purchase one text and ensure you have access to the others. If you have trouble finding access please let me know.
Sara Connolly and Alastair Munro (1999), Prentice Hall Europe.  (Henceforth “C&M”). Readable, not highly technical, but includes some basic/intermediate micro-economic theory as well as some applications and background. We will consult other sources for economic and policy trends since 1999, for a stronger theoretical treatment of some issues, and for some places where this text has gaps/errors. (I will try to point out the errors in this text.)
J. Hindriks and G.D. Myles (2006), Intermediate Public Economics, MIT Press .  (Henceforth “HM”). More rigorous, technical, and complete economic theory. Although in some ways too theoretical and formal for this module, and light on policy and institutional detail (missing discussion of health care, education, etc.), we will turn to it at times where C&M are lacking. Those intending to do postgraduate economics/finance degrees should consider this material seriously.

Nigar Hashimzade, Solutions Manual to Accompany Intermediate Public Economics.   Good source of practice questions (answers), although many of these are beyond the scope of this module.

Nicholas Barr (2004),  Economics of the Welfare State.  This is philosophical, conversational, and often policy-focused and descriptive account of the “Welfare State” (very broadly defined)  a major sphere of this module, with a focus on the UK. Will be useful in getting a general background and intellectual perspective, particularly for essay-writing.  It is not very technical, although some formal analysis is presented. Largely missing some topics, such as “public goods.” 

Other required and recommended readings: These will be announced and put on the CMR whenever possible. It will also be helpful to keep abreast of the current policy debates via the news media (the BBC, the Economist, the Guardian, etc.)  For contemporary economic statistics and policy information and analysis (and as a reference for term papers) students are advised to visit and browse the homepages for the Institute of Fiscal Studies (http://www.ifs.org.uk), the Treasury Department, (http://www.hm-treasury.gov.uk/), the OECD (http://www.oecd.org/home) and the Quality of Government Instrument (http://www.qog.pol.gu.se/).

In the file “Media resources” in the CMR, I will also maintain a list of entertaining and compelling multimedia material, mostly radio shows and podcasts (e.g., More or Less and Planet Money). Listening and watching these will almost surely help you better understand some of the issues at the heart of this module, and the way they play out in the “real world.”  
Course Description:

This module analyses the economic rationale for “collective choice” in a market economy. We will consider measures of social welfare, equity and efficiency. We will evaluate the government’s ability to identify and achieve “better” outcomes. We will consider the economic case for interventions to redress market failures, to redistribute resources, and to provide public goods and services. This module is also applied: we will discuss and compare actual and proposed programmes in the UK and abroad in the areas of poverty reduction, education, and health. By the end of this module, students should be able to form clear, logical, economic arguments for (or against) specific policies.

Course materials

Course materials are made available online in the Course Materials Repository.

This will include lecture outlines, handouts, recommended readings, exercises, coursework, and supplementary material.
Assessment: Details of assessment and submission deadlines are contained in the Undergraduate Economics Handbook, available from room 5B.211. Further information about the course is contained in the University’s course catalogue, see: http://www2.essex.ac.uk/courses/.  Note assessment is based on whichever is the greater, either 50 percent Course Work Mark, 50 percent Exam Mark or 100 percent Exam Mark

Formative assessment

A short assignment will be given. Participation in the formative assessment is compulsory: failure to do so is evidence of unsatisfactory academic progress.

Coursework: 
Required Term paper, maximum word limit: 3,000 words.  Titles posted on CMR.  

Recommended study strategy 

Read the text(s) and notes (preferably before the lecture) with pen and paper in hand, testing yourself to make sure you can “do” the economics and not just follow it passively.  
Participate: Bring questions to the lecture (or email them to me in advance), and let me know if you are lost (because others are probably in the same boat).  Come to my office hours with questions. (Note: If you want to get a reference from me, active participation will help me write a highly positive letter.)

Form study groups: Cooperation is helpful – especially the process of trying to explain the concepts to another student.   
Do the coursework (term paper): Leaving all the points for the final is a very risky strategy. If you do a term paper you will not only give yourself some “safety,” you will also, in the process, build skills and understanding that will likely help you on the examination.

Play to your strengths:  This module combines formal material presented with equations and diagrams, a description and understanding of government institutions and economic facts and figures, and an economic discussion of the merits and justification for policy in various spheres. Exam questions will give you the opportunity to “shine” by demonstrating your understanding of particular economic models, economic arguments for or against policies, and knowledge of the history and current state of institutions, policies, and economic outcomes.
Course outline

Note: Timing of topics subject to change.  Alternative additional readings (similar in content to the ones below) may be introduced as the term progresses. Lecture notes and handouts will supplement the required readings; but these notes are not all-inclusive: you must read the text and listed articles!  Lecture notes are subject to error – please let me know if you see any. 

Note 2: Rather than putting all the “vegetables” first and the “pudding” at the end, I have tried to alternate theoretical foundations with policy issues that apply these concepts. This will imply some jumping around in the textbook(s), and occasionally a short summary of a theoretical concept that may be presented in more detail later in the course (or was presented earlier). 

Topic 1 (3-4  lecture hours):  The Size and Scope of Government Expenditure, The Economic Rationales for the State

Slides: “1a intro to PE and  governments role 2011_ed.ppt”, “ec355lecr2 general equilibrium sketches.ppt,” 

Readings: C&M, chapters 1-2.

Alt: Barr 1-4.4 (chapter 3 philosophical but less important here); HM Ch. 1 and 3.
Please also examine: IFS, Treasury, and OECD websites.

Topic 2  (3-4 hours): Equity and Efficiency, Social Welfare, Evaluating Policies, Taxation

Slides:“ec355lecr3 Equity and Efficiency, Social Welfare.ppt”

Readings: C&M, chapters 3, 7.1-7.3
Alt: HM ch 2, 14.1-14.2, 14.5.1 and 14.5.2  (beware, it gets a bit difficult, and takes a more formal approach then I will do in lecture)


Alt: Barr 1-4.4 (chapter 3 less important)

Topic 3 (2-3 hours): Inequality, Poverty, and Measurement; programmes to combat poverty
Slides: Ec355lecr4 inequality.ppt, ec355lecr5 Poverty and Social Policy.ppt

Readings:  C&M, chapters 14, 15 (skim 15.4-15.6). Chapter 17, (17.1-17.2; skim 17.3, read 17.5). I will supplement the social policy section with notes on policy since 1999. 

Alt: HM ch 13; Barr,  Ch. 6 section 2, Chapter 10.
Also: 

· Bourguignon F. and C. Morrisson, “Inequality among World Citizens: 1820-1992,” The American Economic Review, Vol. 92, No. 4 (Sep., 2002), pp. 727-744.  
· Maxim Pinkovskiy and Xavier Sala-i-Martin, “Parametric estimations of the world distribution of Income” , NBER working paper, Oct. 2009. 
Besley T. and R. Burgess (2003) “Halving Global Poverty” Journal of Economic Perspectives, Vol. 17 No. 3, pp.  3-22. 

· 
Topic 4 (2 hours): Public Goods 

Slides: “EC355lecr6 Public Goods.ppt”

Readings: HM, ch. 5-6 (selections; don’t go too far into mechanism design)

Alt: C&M, Chapters 4-5. 

Topic 5 (4 hours): Asymmetric Information and Health Care, other applications of asymmetric information

Slides: “ec355lecr7 Asymmetric information.ppt”, “ec355lecr8 health care.ppt”

Readings: HM, ch. 9; C&M, Chapter 6 , Chapter 19. 

Alt: Barr: Ch 12 – Very good discussion of Health Care but only minimal discussion of asymmetric information in 12.3

Also: 

· George Akerlof (2001): “The market for 'lemons': quality uncertainty and the market mechanism,” in Readings in games and information, 2001. 
· “Is American Health Care Uniquely Inefficient?,” AM Garber, J Skinner - Journal of Economic Perspectives, 2008. 
--[Makeup lecture on taxation here]
Topic 6 (2 hours): Education and Training.

Readings: Lecture notes. C&M, remainder of Chapter 7, Chapter 20. , Barr Ch. 13-14. 
Additional material on “impact of higher education and policy implications” to be added

Review, summary, and cleanup: 1 hour.



