
Assignment II : Due Monday 11 January 2021 

Please consult the assessment criteria and the essay writing guidelines on ELE before starting your 

assignment. Note that there are four key marking criteria that will be applied when the essay is 

marked. You should consider these when constructing your answers, students have lost marks on 

well researched and well written essays for failing to address one or more of the specified criteria. 

The word limit is 1,000 words (with a 10% margin) for each answer. You should have a separate 

bibliography/reference list for each answer which does not count toward this limit.  

Answer 3 of the following (from 6) 

1] Wren-Lewis (2020) wrote in that “fear of coronavirus, not lockdown is the biggest threat to the 

UK’s economy.” Explain this statement in the context of the design of a cost-benefit analysis of 

lockdown measures to address the spread of COVID-19. Explain the Hicks-Kaldor criterion and assess 

ways in which those who benefited from lockdown may compensate those who lost out. 

Wren-Lewis, S. (2020) “Fear of coronavirus, not lockdown is the biggest threat to the UK’s 

economy”, The Guardian, https://www.theguardian.com/commentisfree/2020/jun/15/coronavirus-

fear-lockdown-recession [Accessed 03-Aug-2020] 

2] Brewer and Browne (2006) report that it “seems likely that working families’ tax credit increased 

the employment rate.” Explain this finding in relation to an appropriate economic model showing 

how the use of a working tax credit may increase labour supply among some workers but have an 

ambiguous effect on other workers. Assess the potential outcome arising from the higher 

withdrawal rate of 65% under universal credit compared to the withdrawal rate of 50% under for 

working families’ tax credit. 

Brewer, M and Browne, J. (2006) The Effect of the working families’ tax credit on labour market 

participation, IFS Briefing note 69, https://www.ifs.org.uk/bns/bn69.pdf [Accessed 03-Aug-2020] 

3] In the UK, a number of “necessary” goods are zero rated for VAT (www.gov.uk, 2012). Describe 

why applying commodity taxes at a flat rate of 20% to goods with a higher price elasticity of demand 

is less efficient than applying the same rate to goods with an inelastic price demand. Detail how 

commodity taxes may be viewed as regressive. Assess how taxation of commodities in the UK could 

be over-hauled to improve efficiency while preventing greater inequality. 

www.gov.uk (2012) Businesses and charging VAT – VAT rates, https://www.gov.uk/vat-

businesses/vat-rates [Accessed 03-Aug-2020] 

4] Discuss the advantages and disadvantages of a tax system based on consumption through a retail 

sales or a VAT versus a tax system based on taxes on income. Explain the potential advantage in 

terms of equity of an expenditure tax, and the primary difficulties in implementation.  Assess a 

proposal for a Hall-Rabushka “flat tax” (on consumption) for the UK. 

5] There has been a recent surge in interest in taxes on wealth (Saez and Zucman, 2019; IFS, 2020).  

Discuss a number of the reasons for the interest in wealth taxes. Analyse potential behavioural 

responses to the implementation of a wealth tax and assess potential outcomes in terms of 

efficiency and equity. 

Saez, E. and Zucman, G. (2019) The triumph of injustice: How the rich dodge taxes and how to make 

them pay, WW Norton and Company, New York, NY 
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IFS (2020) Is it time for a UK wealth tax? https://www.ifs.org.uk/uploads/Presentations/Is-it-time-

for-a-UK-wealth-tax.pdf [Accessed 03-Aug-2020] 

6] According to Card (1999) empirical estimates of the returns to an additional years schooling lie 

between 5% and 13%. Under a model of human capital investment, agents should anticipate such 

returns and invest in education as according to their preferences, leaving no need for government 

involvement in education. Briefly discuss this model. Describe reasons there might be for 

government intervention in education. Asses the economic merit of these reasons. 

Card, D. (1999) “The Causal Effect of Education on Earnings.” In Handbook of Labor Economics, Vol. 

3c, edited by O. Ashenfelter and D. Card. Amsterdam; New York: North Holland. 
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