Vidar Christiansen

Econ 4620 Public economics: Seminar assignment for week 42.
Group 5 is expected to hand in written answers to problems 1- 2 and group 6 is expected to hand in answers to problems 3-5. 

Problem 1
a) Give a brief account of how public goods may be provided by private agents. 

b) Discuss problems with relying on markets or other forms of private initiative to provide public goods. Discuss specifically cases in which the public good is non-excludable or excludable.  

c) What does it mean that a public good is congestible? 

d) What are conceivable arguments for and against charging a fee for access to a publicly provided public good?

Problem 2
Redo the analysis on pp. 92 – 94 in the compendium when assuming that there is an income tax instead of a consumption tax. Explain the results you get. 
Problem 3
Drawing on the empirics found in Crawford, Keen and Smith:  “Value –Added Tax and Excises” prepared for the Mirrlees Review, which commodity taxes should supplement a non-linear income tax. Comment on the findings. (See reference in reading list.)
Problem 4
Define “marginal cost of public funds”. 
Problem 5
It is often argued that cross-border shopping is a problem when certain goods are subject to high taxes. 

a) Discuss what the problem is?

b) Suppose that the domestic tax is not larger than the foreign price but still there is cross-border shopping because the goods in question are cheaper abroad. Does this make a difference to the nature of the problem? 

Remark: Cross-border shopping has not been addressed specifically in the teaching so the idea is that you shall make use of general insights as (public finance) economist to say something sensible.
