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Objective:  This course develops analytical microeconomics tools and uses those tools to analyze government policies.  By the end of this course, you should be able to critically analyze microeconomics related government policies, using the approaches you have learned in this class.  The course focuses on cost/benefit and cost effectiveness analysis (as described in OMB Circular A-94).  

The course has both practical and theoretical goals.  On the practical level, you will be expected to learn how to use the analytical tools developed in this course.  In addition, you will learn the theoretical basis underpinning these tools.  Designing and conducting analytical policy analyses requires that you understand both how and why the tools work.  Applications discussed during this course are examples of the analytical process.  The objective is for you to understand the process, not just the answers to the examples considered.
Text:  The required text for this course is Cost-Benefit Analysis:  Concepts and Practice, by Boardman, Greenberg, Vining and Weimer.  In addition, readings may be drawn from journals, books, newspapers, etc.  These reading assignments will either be distributed in class or through my web page.  Some of this material will present new economics concepts and some will present cases we will discuss in class.  Students are asked to complete the readings prior to the class covering that material.  I will also make copies of my lecture notes available through my web page, as they are ready.  The lecture notes will supplement material readings, and may introduce additional analytical rigor.

Problem Sets:  During the quarter, you will receive 4 problem sets.  They are designed to help you determine if you understand the material discussed in class.  There will be a mixture of quantitative and qualitative questions.  The problem sets are due one week after they are handed out.  Late assignments will be accepted, but will receive only half credit unless you receive prior permission from the instructor.

The problem sets will be checked for completeness but not graded in detail.  Instead, detailed answers will be distributed when the homework is returned.  The homework will be most effective as a learning tool if you review the answers, at the time they are distributed, to ensure you understand the concepts before moving on to subsequent material.  Anyone who completes all four assignments on time will receive full credit for the homework.  Partial credit is given to partially completed problem sets.

Quiz:  There will be one quiz during the quarter.  It will take the entire class period on the day it is scheduled.  The quiz will offer a choice between qualitative and quantitative questions.

Paper:  You will be required to write one paper (maximum length 15 double-spaced, typed pages with 10 point font and 1 inch margins on all sides).  The paper should describe how concepts you have learned in MN4145 help solve a problem you have encountered or know aabout (either during your career or outside it).  In the paper, you should briefly describe a problem and the relevant microeconomics concepts.  The paper should also describe how the problem was or is currently being addressed and/or how the identified microeconomics concepts would improve the situation.  Finally, you should discuss any problems you foresee in implementing your solution (i.e., insufficient data, inertia in changing the way the government operates, etc.).

You are encouraged to work in groups of 2 or 3 students.  Groups larger than 3 require prior approval.  Your discussions can be qualitative or quantitative (e.g., illustrate your idea by constructing and solving a numerical example).  I encourage you to discuss your ideas with me prior to writing your papers.  I will give you as much guidance as possible.  You are also expected to reference outside sources to strengthen your economic analysis.  I am available to help identify references.

The objective of the paper is to demonstrate your ability to apply microeconomics to actual policy issues you will encounter in the future.  Therefore, papers will be graded on the problem selection (have you identified a problem that microeconomics can help solve, and one that is narrowly enough defined that you can get a handle on it), problem definition (have you identified the actual problem, or merely a symptom of some other problem), your analysis of the proposed solution (have you selected an appropriate solution), and your identification of the implementation problems or discussion of the results.  Each of these areas will account for a portion of the paper's grade according to the following weights:

Problem Selection:


15%

Problem Description:


15%

Analysis:



50%

Implementation/Implications:

20%

Keep in mind that there is overlap between these categories.  Poor problem selection or definition will generally result in a low analysis score.

You may use thesis topics for your paper, if appropriate.  Furthermore, you will be asked to complete your paper in three steps:  proposal, first draft, final draft (optional).  Deadlines for each step are indicated in the course schedule.  The goal is to provide sufficient feedback to make this a valuable learning experience.  The paper is an important learning tool, not just an exercise to rank students and assign grades.  Finally, some students/groups will be asked to present their papers in the final week of class.

Final:  There will be an optional final at the end of the quarter.  You will receive general information about grade distributions by Friday of the last week of classes.  If you feel you want to improve your position on this grade distribution, you can take the final.  You can decide to exercise this option at any point up to the time you hand in the final.  You can even begin taking the test and decide not to hand it in.  However, once you hand in the final, it will be graded and the score factored into your grade.  If your performance on the final shows improvement over your previous work, your grade will increase accordingly.  Conversely, if your performance on the final is below your previous work, your grade might be lowered.  This is not a risk-less option.

Grading:  Your final grade will be based on the problem sets, quizzes, and final (if applicable) as follows:


Without Final


With Final

Problem Sets
15%

Problem Sets
15%


Quiz

40%

Quiz

25%


Paper

45%

Paper

30%






Final

30%

Working Together:  Working in groups often helps learning, so you are encouraged to work and study together.  This includes working on problem sets.  Groups of two or three students may hand in joint problem sets.  Quizzes and the final will not be cooperative efforts.

Spreadsheets:  I plan to use spreadsheets in this class to illustrate the economics concepts.  We will discuss the spreadsheet analyses in  class as appropriate, so we can all learn how to use this valuable tool more effectively.  Problem sets may require that you use spreadsheets.  You are also encouraged to use spreadsheets in your papers (papers using spreadsheets will be rewarded accordingly).
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Schedule

	Week
	Date
	Topic
	Read
	Assignment Due

	1
	Sept. 30
	Intro:  Cost/Benefit & Cost/Effectiveness Analysis
	#1
	

	
	Oct. 2
	Consumer and Producer Surplus/Measuring Welfare
	#2
	

	2
	Oct. 7
	International Trade
	
	

	
	Oct. 9
	DoD Trade/Technology Policy
	
	

	3
	Oct. 14
	Holiday
	
	

	
	Oct. 16
	Efficiency/Competitive Markets (Opp. Cost )
	#3
	

	4
	Oct. 21
	Efficiency vs. Equity (Min. Wages/Sports Industry)
	
	Problem Set 1

	
	Oct. 23
	Detailing Enlisted Sailors
	
	

	5
	Oct. 28
	Role of the Government
	#4
	

	
	Oct. 30
	Government Failures
	
	Problem Set 2

	6
	Nov. 4
	CA Family Leave Bill
	
	

	
	Nov. 6
	Discounting Future Costs and Benefits
	#5
	Paper Proposal

	7
	Nov. 11
	Holiday
	
	

	
	Nov. 13
	Decision making Under Uncertainty
	#6
	Problem Set 3

	8
	Nov. 18
	Simulation and Crystal Ball
	
	

	
	Nov. 20
	Valuing Benefits
	#7
	Draft Paper

	9
	Nov. 25
	Cost Effectiveness Analysis
	#8
	

	
	Nov. 27
	Quiz
	
	Problem Set 4

	10
	Dec. 2
	Cost Effectiveness Case Study (TBD)
	
	

	
	Dec. 4
	Imperfect Information/Asymmetric Incentives
	#9
	

	11
	Dec. 9
	Location-Based Incentive Pay
	
	Final Paper

	
	Dec. 11
	Presentations
	
	

	12
	Dec. 18
	Final Exam (Optional)  (1:00 – 3:00; In-265)
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Reading List

	Ref
	Topic
	Reading

	#1
	Intro to Cost/Benefit
	Broadman, et al., Chapters 1 & 2

OMB Circular A-94 (web page)

Steven Rhoads, The Economist's View of the World, Cambridge:  Cambridge University Press, 1990, CH 8 (Copy)

	#2
	International Trade
	Broadman, et al., Chapter 3

P. Samuelson and W. Nordhaus, Economics, 17th ed., McGraw-Hill, Inc., 2001, CH 15, pp 297-321.

P. Krugman, "Is Free Trade Passé?" Economic Perspectives (1) 1987, pp. 131-144.

DoD Trade Policy TBD

	#3
	Efficiency
	Steven Rhoads, The Economist's View of the World, Cambridge:  Cambridge University Press, 1990, CH 2, 3

Sports Industry - TBD

William R. Gates and Mark E. Nissen, “Two-Sided Matching Agents for Electronic Employment Market Design: Social Welfare Implications.”  (Web Page)

	#4
	The Role of the Government
	Broadman, et al., Chapters 4 & 5

Charles Wolf, Jr., Markets of Governments:  Choosing between Imperfect Alternatives, Cambridge, MA:  The MIT Press, 1990, CH 4

CA Family Leave Bill or other case (TBD)

	#5
	Discounting
	Broadman, et al., Chapters 6 & 10

	#6
	Decision Making Under Uncertainty
	Broadman, et al., Chapters 7 & 8

G. Hanoch and H. Levy. "The Efficiency Analysis of Choices Involving Risk," Review of Economic Studies, 36, 335-46 (1969).

William R. Gates and Mitchell J. McCarthy, “United States Marine Corps Aerial Refueling Requirements:  Queuing Theory and Simulation Analysis,” submitted for review, Winter 2000.

Hock Sing Ng and Cheow Guan Soh, “Agent-Based Simulation System:  A Demonstration of the Advantages of an Electronic Employment Market in a Large Military Organization,” Masters Thesis, Naval Postgraduate School, March, 2001, CH 3 & 4

	#7
	Valuing Benefits
	Broadman, et al., Chapter 13 & 15

	#8
	Cost-Effectiveness
	Broadman, et al., Chapter 17 & 19

Case Study TBD

	#9
	Imperfect Information/ Asymmetric Incentives
	Steven Rhoads, The Economist's View of the World, Cambridge:  Cambridge University Press, 1990, CH 4

Others TBD


Past MN4145 Paper Topics

The Funding of the U.S. Highway System

Curbing the Impending Military Retirement Crisis

Increased Efficiencies Through Electronic Commerce (EC)

Share Savings:  Fiscal Year Budgeting Alternative

Is It Time for the Nation to Adopt the Draft Again?

U.S. Farm Subsidy Policy:  A Policy Gone Bad!

Policy Analysis:  U.S. Welfare Policy

Immigration:  Cost or Benefit?

Cost/Benefit Analysis of Critical Path Management for Construction Contracts

Analysis of Trade Deficit:  The Case of El Salvador

HDTV:  A Case for U.S. Industrial Policy?

Military Compensation:  Policy Analysis

The Savings Rates in the United States and Japan:  An Economic Analysis

Health Care Costs:  HMOs, PPOs and Fee -For-Service

Do you Buy or Rent (Housing)?

Software Source Selection Based on Software Capability Evaluations

An Economic Study of Federal Contract Set-Aside Goals

The Economics of Social Security:  The Microscope says No!

Economic Value of Life

A Microeconomic Analysis of the Effectiveness of Federal Housing Policies

Safeway Grocery Strike

The U.S. Military Retirement System:  Is the System Economically On Course?

Farm Subsidies:  Do We Need Them or No?

U.S. Foreign and Economic Relations with Taiwan:  The Impact of an Informal Alliance on a Region

The Effects of Minimum Wage Legislation on Education Levels

Efficient Use of Water in California

Health Care Analysis for the Military

Postal Reform:  Alternative Economic Models and Analysis

Economic and Defense factors of Burden Sharing

Reimbursement for Thesis Software

Credit Card Program at Ft. Dix

Benefit-Cost Analysis on the Consolidation of TF-34 Intermediate Maintenance

Comparing Efficiencies between Public and Private Sector Inventory Stocking Models

Applying Cost-Benefit Analysis to Training Development

An Analysis of the Davis-Bacon Act

An Analysis of the Mentor-Protégé Program

Capitation in Military Medicine

The Plight of the Black American Farmer

Incentive Pay and Bonuses as a Means of Increasing the Retention Rate of Skilled Military Personnel

An Evaluation of Federal Contract Set-Aside Goals

DoD Depots:  Funding for Improved Efficiency

Analysis of the National Policy for Adoption of Electronic Data Interchange

Deciding Between Funding the War on Drugs or Education

Chile-MERCOSUR Trade Agreement

Assessment of the Economic Impact of Legislated Minimum Wages

Welfare Reform

Efficiency in the Public Works Department

Buy a Big Mac and Help Balance the Budget

The Externality of California's Clean Air and the Price We Pay

Japanese National Security Policy

Housing:  The Rent vs Buy Decision

Military Housing Policy

