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GFAP 765 is a survey of those areas of economics which should be of the most interest to public administrators, public policy analysts, and others concerned with public policy.  Most of the students enrolled will have done little work in economics, and as a result, the course will assume no prior knowledge of the subject.  However, beginning students should not fear that they can learn little of use in an introductory course nor should more advanced students be unwilling to think again about concepts that they have encountered in the past.  Analysts studying public policy in recent years stress the importance of thoroughly understanding and being able to apply the most basic economic concepts.  In this connection, note the following statement by Alain Enthoven, a former top analyst and Assistant Secretary in the Department of Defense:





". . . the tools of analysis that we use are the simplest, most fundamental concepts of economic theory, combined with the simplest quantitative methods.  The requirements for success in this line of work are a thorough understanding of and, if you like, belief in the relevance of such concepts as marginal products and marginal costs and an ability to discover the marginal products and costs in complex situations . . . .  The economic theory we are using is the theory most of us learned as sophomores.  The reasons Ph.D.'s are required are that many economists do not believe what they have learned until they have gone through graduate school . . . ."





Consider also the lead editorial in The Economist of August 23, 1997:





“Why has economics not done better? Economists tend to blame others for being too lazy or too stupid to understand their textbooks.  Their is doubtless something in this.…And whereas most people will admit their ignorance of physics or biology, the armchair economist is convinced that he knows exactly what he is talking about.


But the economics profession itself also deserves much of the blame.  Crucial ideas about the role of prices and markets, the basic principles of microeconomics, are uncontroversial among economists.  These are the first ideas that politicians and the public need to grasp if they are to think intelligently about public policy, and the fact is that they are not widely understood.  Yet because economists take these essential ideas for granted, they spend their time arguing about much more contentious notions, developed in one disputed way or another from those common underlying principles.  The public and their politicians are treated to perpetual squabbles about the exact effects of raising interest rates or of cutting the capital-gains tax or whatever—and conclude that economists disagree about everything and understand nothing.”





The reading for this course must be done thoroughly and when assigned since we must move quickly and since comprehension is, to some extent, cumulative.  For example, some understanding of microeconomics is absolutely essential to an understanding of later sections on welfare economics and its applications.  If there are points in the reading which you do not understand, raise questions in class or come see me during my office hours.





Since we have so much to cover and the reading is heavy, there will be no term paper requirement.  There will be two preliminary tests in class on October 7 and November 11.  The final examination will be on Monday, December 20 from 2-5pm in our regular classroom.





The following books should be available at Brillig Books, 7 Elliewood Ave.


Strongly Recommended





Okun, Arthur, Equality and Efficiency: The Big Trade-Off, Brookings (1975).


Browning & Browning, Public Finance and the Price System, MacMillan (4th ed.)


Steven Rhoads, The Economist's View of the World, Cambridge (1985).





Recommended





Lipsey, et. al., Micro Economics (1999), Also on reserve at Clemons in various acceptable editions.





Other Course Materials





All the articles not in the books above have been collected in a volume which also will be available at Brillig Books,  7 Elliewood Ave., except for Baxter, People or Penguins, which is on reserve at Clemons library.





Schedule of Reading





I.   Review of Microeconomics and its Policy Applications





Rhoads*, Preface and Ch. 1 (read accompanying notes with each chapter).


Herbert Stein, "What Economics Advisers Do," The American Enterprise March 1991, pp. 6-12.


Paul Krugman, “How the Press Miscovers Economics,” Jobs and Capital, Summer 1996.


Lipsey & Courant, Microeconomics, (not responsible for appendices in this book unless assigned) Chs. 4, 5 (not responsible for cross elasticity)(all editions); and pp. 113-121, 374-376 (12th e.), pp. 105-120, 326-7 (11th ed.) or pp. 105-115, 354-356 (10th Ed.) or pp. 95-104, 384-385 (9th Ed.).


R. Jackson, "Rent Control and the Supply of Housing Services," American Journal of Economics and Sociology, Oct., 1993, pp. 467-475.


“Rent Control,” The Economist, 5/2/98.


Rhoads*, Ch. 6, pp. 102-104 only.


Robert Samuelson*, "Minimum Wage: State Symbolism," 4/24/96.


Kirsten Downey Grimsley, “$8.50 an Hour -- and a Helping Hand,” The Washington Post, 3/21/97.


Rhoads*, Ch. 2.


Stephen Breyer*, Breaking the Vicious Circle, 1993, pp. 3-29.


“When Lawyers Inhale,” The Economist, 5/22/99.


 “Study Questions Cancer Threat from  Asbestos,” The Washington Post, 5/28/98.


Lipsey & Courant, Ch. 7.  Also read Chapter 7 Appendix (11th and 12th eds.) or pp. 151-155 and 167-170 (10th Ed.) or Appendices A [pp. 141-5 only] and B (9th Ed.)


Rhoads*, Ch. 3.


"Diamonds and Water: A Paradox Revisited," FRBSF Weekly Letter, No. 92-43, Dec. 4, 1992.


Rhoads*, Ch. 5.


Dennis Logue, "The Strategy for Privitization in the U.S." (1995 mimeo) excerpt.


Robert Samuelson*, "Competition:  Still the Secret of Economic Success," June 6, 1990.


Robert Samuelson*, "Selling Supercar", Oct. 13, 1994, p. A-21.


"Industrial Policy", in Charles Schultze, Memos to the President, pp. 321.


Charles Wolf Jr., "The New Mercantilism," The Public Interest, 1995.


Paul Krugman, "Myths and Realities of US Competitiveness," Science, Nov. 8, 1991, pp. 811-813 	only.


Paul Krugman, "What Do Undergraduates Need to Know About Trade," American Economic Assoc. 	Papers and Proceedings, May 1993, pp. 23-26.


Gary Burtress, Lawrence et.al., “Globaphobia: Confronting Fears about Open Trade,” The Brookings 	Institution/Progressive Policy Institute/Twentirth Century Fund (summary).


Milton Friedman, "A Deficit That's Good For Us," Washington Post, Aug. 8, 1993, p. C-7.


Paul Beason and David Weinstein, "The MITI Myth," The American Enterprise, July 1995, pp. 84-	86.


	R. Samuelson*, "Why U.S. Industry Bounced Back," The Washington Post, March 15, 1995, p. A-		19.


Samuelson*, “God is in the Details,” The Washington Post, April 15, 1998.


R. Samuelson, “Lifetime Job Prospects,” 6/23/99.


Robert Samuelson*, "Saving the Welfare State from Itself," The Washington Post, July 6, 1994, p. 	A-19.


Anne Swardson, “France’s Protective Labor Laws Hamper Economic Downsizing,” The Washington 	Post, 4/3/97.


William Drozdiak, “Germany’s Workers May Lose Perks,” Washington Post, 9/16/98..


R. Samuelson, “The Two Earner Myth,” The Washington Post, 1//22/97


Robert Clark, "Tender Offers and Corporate Governance" in W. Knowlton, ed., American Society, pp. 254-261 only.


A. Shleifer & R. Vishny, "The Takeover Wave of the 1980s," Science, Aug. 17, 1990, pp. 745-749.


“Preying on Theory,” The Economist, 7/10/99, p.74.


"Schools Brief: Pennies From Hell, " The Economist 2/3/96.


"Making a Meal of Mergers," The Economist, 9/10/94, pp. 87-88.


“The Economics of Anti-trust,” The Economist, 5/2/98.


“Trial Ends After 8 Months,” The Washington Post, 6/25/99.


R. Samualson, “Corporate Menace to Society?,” The Washington Post, 5/27/98.


Irwin M. Stelzer, “Are CEO’s overpaid?”  The Public Interest, Winter 1997, pp. 26-38.


Elizabeth Bailey, "Airline Deregulation," Regulation, Summer 1992, pp. 18-25.


Hobart Rowen*, "Airline Oversight in Hindsight," Washington Post, July 15, 1993.


Robert Bork, “This Antitrust Theory Won’t Fly,” The Wall Street Journal,” 5/17/99.


Alfred Kahn, “American and Predatory Pricing,” WSJ, 6/16/99.


Thomas G. Moore, "Trucking Deregulation," Fortune Encyclopedia of Economics, pp. 433-437.


Hubbard and Weiner, "Petroleum Regulation and Public Policy," in Weiss and Klass, ed., 			       Regulatory Reform:  What Actually Happened, pp. 105-135.


Alan Blinder, "In Defense of the Oil Companies," Washington Post, September 3, 1990, p. A-25.


Lipsey & Courant, pp. 238-242 (12th ed.), pp.224-7 (11th ed.) or pp. 271-274 (10th Ed.) or pp. 275-		277 (9th Ed.).


Catherine England, "Lessons from the Savings and Loan Debacle," Regulation, Summer 1992.


Robert Samuelson*, "S&Ls:  Much More Than Sleaze," Washington Post, July 7, 1993, p. A-21.


"Can Regulation Sweeten the Automotive Lemon," Regulation, Sept. 1984, pp. 7-10.


S. David Young, "Occupational Licensing," Fortune Encyclopedia of Economics, pp. 409-413.


"Schools Brief: State and Market," The Economist, 2/17/96.








II. 	Public Finance: Introduction to Welfare Economics and Policy Applications





A.   The Welfare Economic Scheme





Rhoads*, Ch. 5, reread pp. 61-67.


“The Grabbing Hand,” The Economist, 2/13/99.


Lipsey & Courant, Economics, Ch. 18 (11th and 12th  Eds.) or Ch. 20 (10th Ed.) or Ch. 21.(9th Ed.)


Browning & Browning, Public Finance and the Price System, Chs. 1, 2, (26-52 only).


(You may skip all appendices in this book).


Roland McKean, Efficiency in Government through Systems Analysis, pp. 134-144.


Gordon Tullock, Private Wants, Public Means, pp. 162-167.


Rhoads*, Ch. 7.


Danielle Crittendon, What Our Mothers Didn’t Tell Us, 1 page excerpt. 


Browning and Browning, Ch. 16.


Paul Peterson*, "Who Should Do What," The Brookings Review, Spring, 1995, pp. 6-11.





B.   Equity, Taxes and the Distribution of Income





Lipsey & Courant, Economics, pp. 333-343 (11th ed.) or pp. 380-390 (10th ed.) or Ch. 20 (9th Ed.).


Rhoads*, Ch. 6, pp. 82-88.


June O'Neill, "An Argument Against Comparable Worth," in Comparable Worth, U.S. Commission 	on Civil Rights, June, 1984.


Lipsey & Courant, pp. 423-431 (12th ed.), pp.399-407 (11th ed.) or pp. 437-445 (10th Ed.) or pp. 462-473 (9th Ed.).


Browning & Browning, Ch. 8.


Robert Michael, "Measuring Poverty in the U.S.A.," Harris School Report, University of Chicago.


Gary Burtless, "Worsening American Income Inequality," Brookings Review, Spring 1996.


“Rich, Richer, Richest,” The American Enterprise, Jan., 1998, p.19.


John C. Weicher, “Increasing Inequality of Wealth?” The Public Interest, Winter 1997, pp. 15-25.


Browning and Browning, 324-332, 334-338.


Okun, Equality and Efficiency: The Big Trade-Off


Browning & Browning, Public Finance and the Price System, Ch. 9.	


Rhoads, Ch. 6, pp. 88-97.


Lipsey & Courant, Economics, pp. 168-172 (12th ed.), pp.180-6 (11th ed.) or pp. 205-210 (10th Ed.) 		or pp. 208-214 (9th Ed.)


Charles Schultze, Memos to the President (1992), pp. 311-316, 318-321.


"The poor and the rich, " The Economist 5/25/96.


John Berry, “Greenspan Credits Technology,” Washington Post, 5/7/99.


Lawrence Seidman, "A Better Way to Tax," Public Interest, Winter, '94, pp. 65-72.


Samuelson, “Backward Leap,” Washington Post, 4/15/99.


	R. Samuelson, “Hell No, We Won’t Save!” Washington Post, 2/17/99.


Browning & Browning, pp. 371-80, 481-91, 448-54.


Marc Plattner*, "The Welfare State vs. The Redistributive State," The Public Interest, Spring 1979, 	pp. 28-48.


Rhoads*, pp. 97-104.


Browning & Browning, Chs. 4, 5, 6.	


Rivlin, Reviving the American Dream, pp. 153-168.


Robert Reischauer, “ Medicare for the Almost Old,” The Washington Post, 1/12/98.


Gene Steuerle, “Party Now, Pay Later,” The Washington Post, 7/5/99.


William Welch and Susan Page, “Medicare Prescription Idea Makes Democrats Nervous,” USA 			Today, 6/25/99.


Robert Samuelson*, "Tighten Up College Aid," The Washington Post, February 27, 1985, p. G-1.


“Higher Education Bill Unites Hill,” Washington Post, 9/30/98.


Rhoads*, Ch. 6, pp. 104-112.


Does Work Pay For Welfare Recipients," The Urban Institute Policy and Research Report, 			Winter/Spring 1995, pp. 7-8.


Glenn Loury, “Uneconomical,” The New Republic, June 29, 1998, pp. 14-15.


Barbara Vobejda* and Judith Havemann*, “In Welfare Decisions, One Size No Longer Fits All,”     		The Washington Post, 6/30/97.


William Weld*, et. al., "Welfare: The Massachusetts Model," The American Enterprise, July 1994, 		pp., 12-19.


Jason Gray Zengerle*, “Welfare as Vermont Knows It,” The American Prospect, Jan.-Feb. 			1997, pp. 54-55.


Christopher Jencks* and Kathryn Edin, "Do Poor Women Have A Right to Bear Children?", The 		American Prospect, Winter, 1995, pp. 43-52.


Christopher Jencks*, “The Hidden Paradox of Welfare Reform,” The American Prospect, May-June 		1997, pp. 33-40.


Vobejda and Havermann, “Welfare Clients Already Work off the Books,” The Washington Post, 			11/13/97.


Loury, “Comment on Solow,” Princeton University, March 1997.


John J. Dilutio*, Jr., “Bring Back Shotgun Weddings,” The Weekly Standard, Oct. 21, 1996, pp. 			15-17.


George Liebmann*, "Rebirth of the Maternity Home," The American Enterprise, Jan/Feb 1995, pp. 		49-55.


Robert Reno, “Yearning for ‘50’s No Help to Today’s Kids,” The Daily Progress, 9/19/94. 


“Teen Birth Rate Drops,” The Daily Progress, 5/1/98.


“Most Adults Find Jobs After Leaving Welfare,” Washington Post, 5/27/99.


“Larger cities improve welfare services, but some glitches remain,” USA Today, 			6/25/99.


“Tough Steps Credited for Welfare Dip,” Washington, Post, 5/10/99.


“Report: Jobs Can’t Support Welfare Moms,” The Charlottesville Observer, 4/17/97. 


Douglas Besharov and Karen Gardiner, “Tough Love, Safety Net Help to Welfare Reform,” Forum 		for Applied Research and Public Policy, Winter 1997.


Jane Mansbridge, “Welfare and Women’s Independence” APSA  “Gender”Newsletter 1993.








	C.   Applying the Theory:  Environmental Policy





William Baxter, People or Penguins (ON RESERVE AT CLEMONS).


Brian Root, “Panel Approves Mountaintop Plan,” The Daily Progress, 5/20/98.


"Let them Eat Pollution," The Economist, Feb. 8, 1992, p. 66.


Rhoads*, Ch. 4.


Dallas Burtraw, "Call It 'Pollution Rights,' But It Works," Washington Post, 3/31/96.


Browning and Browning, pp. 52-61.


Robert Crandall, "Corporate Average Fuel Economy Standards," Journal of Economic Perspectives, 	6 No.2, Spring 1992, pp. 171-179.


"Alternative Roads to Cleaner Air," Washington Post, Jan., 1, 1995.


	Randall Lutter and Christopher Demuth, “Wizards of Ozone,” The Weekly Standard, 6/21/98.





	D.  Applying the Theory:  Benefit Cost Analysis	





Steven Kelman*, "Cost Benefit Analysis: An Ethical Critique," Regulation, January/February 1981.


Rhoads*, Ch. 8.


"Assessing the Risk in Contract's Cost-Benefit Curb on Regulations", Washington Post, 2/28/95.


Paul Portney, "Economics and the Clean Air Act," Journal of Economic Perspectives, 4 No. 4, Fall 	1990, pp. 173-181.


Nichols and Zeckhauser, "The Perils of Prudence," Regulation, November 1986, pp. 13-24.


Robert Hahn and Thomas Hopkins, "Regulation/Deregulation:  Looking Backward, Looking 	Forward," The American Enterprise, July/August 1992, pp. 70-79.


Hahn and R. Litan, “Putting Regulations to a Test,” The Washington Post, 7/30/97.





	E.  Applying the Theory:  Using Welfare Economics as a Normative Standard  for Objectives





Edward Banfield*, "Some Alternatives for the Public Library," in Banfield, ed., Urban Government, 	1969 ed.


Frank Levy, Arnold Meltsner*, Aaron Wildavsky*, Urban Outcomes, pp. 165-218.


"Making Libraries Relevant," The Public Interest, Fall 1979, pp. 122-124.


"Some Video at the Library Filed Under R," Washington Post, May 1, 1983.


"Library, Patrons on Different Channels," Washington Post, 5/18/95, p. B-1.


Otto Davis and Andrew Whins
