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Joel Shapiro

Office: 170    Phone: 542 2718

email: joel.shapiro@upf.edu    webpage: www.econ.upf.es/~shapiro

Requirements: There will be a final exam (70%),  4 problem sets (20%), and an in-class presentation (10%).

The selections which are in bold type will be important to the class.

The selections which are italicized will be used for in-class presentations.
Recommended General Texts

Auerbach and M. Feldstein, Handbook of Public Economics, Volumes 1 and 2 (Amsterdam: North Holland, 1985 and 1987).

Atkinson and J. Stiglitz, Lectures in Public Economics (New York: McGraw Hill,1980).

R. Cornes and T. Sandler, The Theory of Externalities, Public Goods and Club Goods, Second Edition (McGraw Hill, 1997).

J. Laffont, Fundamentals of Public Economics (Cambridge: MIT Press, 1988).

G. Myles, Public Economics (New York: Cambridge University Press, 1995).
H. Rosen, Public Finance,  (Homewood, Ill: Richard D. Irwin, 199?).

B. Salanie, The Economics of Taxation (Cambridge, MIT Press, 2003).

COURSE OUTLINE

1. The Role of the Government in the Economy

K. Forbes and E. Zampelli, “Is Leviathan A Mythical Beast?,” American Economic Review, 79 (June 1989), 568-577.

W. Oates, “Searching for Leviathan,” American Economic Review, 75 (September 1985), 748-757.

A. Shleifer and R. Vishny, "Corruption," Quarterly Journal of Economics, 108 (August 1993), 599-617.

A. Shleifer, "State Versus Private Ownership,” Journal of Economic Perspectives, 12 (Autumn 1998), 133-50. (also NBER Working Paper No. 6665, July 1998)

Garatt, R. and Marshall, J.M. “Public Finance of Private Goods: The Case of College Education”, Journal of Political Economy 1994, 566-582

Hammond, Peter, “Theoretical Progress in Public Economics: A Provocative Assessment,” Oxford Economic Papers, 42 (1990), 6-33

Besley, T. and Ghatak, M.  “Government vs. Private Ownership of Public Goods”, QJE November 2001. 

Myles, 1rst welfare theorem

2. Analysis of Labor Income Taxation

A. The Theory of Labor Income Taxation

G. Akerlof, "The Economics of Tagging as Applied to the Optimal Income Tax," American Economic Review 68 (1978), 8-19.
A. Atkinson, Public Economics in Action: The Basic Income/Flat Tax Proposal (Oxford: Clarendon  Press, 1995).

A. Atkinson and J. Stiglitz, Lectures in Public Economics, Chapter 13.

P. Diamond, "Optimal Income Taxation: An Example with a U-Shaped Pattern of Optimal Marginal Tax Rates," American Economic Review 88 (March 1998), 83-95.
J. Mirrlees, "Exploration in the Theory of Optimal Income Taxation," Review of Economic Studies 38 (April 1971), 175-208.

E. Saez, "Using Elasticities to Derive Optimal Income Tax Rates," Review of Economic Studies 68, 205-229.

J. Stiglitz, "Pareto Efficient and Optimal Taxation and the New New Welfare Economics," in A. Auerbach and M. Feldstein, eds., Handbook of Public Economics, Volume 2 (Amsterdam:North Holland, 1987), 991-1041.

G. Myles, Chapter 5.

B. Salanie, Chapter 4.

B. Empirical Analysis of Labor Income Taxes

S. Blomquist, "Estimation Methods for Male Labor Supply Functions: How to Take Account of Nonlinear Taxes" Journal of Econometrics 70 (February 1996), 383-405.

R. Blundell, A. Duncan, and C. Meghir, "Estimating Labor Supply Responses Using Tax Reforms," Econometrica 66 (July 1998), 827-862.

R. Blundell and T. MaCurdy, "Labor Supply: A Review of Alternative Approaches," in A. Ashenfelter and D. Card, eds., Handbook of Labor Economics, Volume 3 (Amsterdam:Elsevier, 1999), 1569-1695.

D. Card, "Intertemporal Labor Supply: An Assessment," in C. Sims, ed., Advances in Econometrics: Proceedings of the Econometric Society Sixth World Congress (New York: Cambridge University Press, 1994).

*J. Hausman, "Taxes and Labor Supply", in A. Auerbach and M. Feldstein, eds., Handbook of Public Economics (Amsterdam: North Holland, 1985), 213-265.

*T. MaCurdy, "Work Disincentive Effects of Taxes: A Reexamination of Some Evidence," American Economic Review 80 (May 1992), 243-249.

*J. Ziliak and T. Kniesner, "Estimating Life Cycle Labor Supply Tax Effects," Journal of Political Economy 107(April 1999), 326-359.

*M. Feldstein, “The Effect of Marginal Tax Rates on Taxable Income: A Panel Study of the 1986 Tax Reform Act, Journal of Political Economy, 103(3), June 1995, 551-572.
*A. Goolsbee, “What Happens When You Tax the Rich? Evidence from Executive Compensation” Journal of Political Economy, April 2000

3. Intertemporal Effects of Fiscal Policy

J. Altonji, F. Hayashi, and L. Kotlikoff, “Parental Altruism and Inter Vivos Transfers: Theory and Evidence,” Journal of Political Economy 105 (December 1997), 1121-1166.

A. Bernheim, A. Shleifer, and L. Summers, “The Strategic Bequest Motive,” Journal of Political Economy 93 (December 1985), 1045-1076.

G. S. Becker, “A Theory of Social Interactions,” Journal of Political Economy 82, (Nov.-Dec. 1974), 1063-93.

R. J. Barro, “Are Government Bonds Net Wealth?” Journal of Political Economy 82, (Nov.-Dec. 1974), 1095-1117.

M. Wilhelm, “Bequest Behavior and the Effect of Heirs Earnings: Testing the Altruistic Model of Bequests,” American Economic Review 86 (September 1996), 874-892.

J. Andreoni (December 1989) “Giving With Impure Altruism: Applications to Charity and Ricardian Equivalence”, Journal of Political Economy 1447-1458

E. Villanueva (2001), “Parental Altruism Under Imperfect Information: Theory and Evidence” UPF Working Paper 

E. Villanueva and J. Altonji (2001), “The Effect of Income on Wealth Holding and Intended Bequests”, UPF mimeo
4. The Theory of Externalities

R. Arnott and J. Stiglitz, “Moral Hazard and Optimal Commodity Taxation”, Journal of Public Economics, 29(1), February 1986, 1-24.

P. Diamond, “Consumption Externalities and Imperfect Corrective Pricing”, Bell Journal of Economics, (2), Autumn 1973, 526-538.

B. Greenwald and J. Stiglitz, “Externalities in Economies with Imperfect Information and Incomplete Quarterly Journal of Economics, 101(2), May 1986, 229-264.

J. Harris, “Taxing Tar and Nicotine, American Economic Review, 70(3), June 1980, 300-311.

J. Laffont, Fundamentals of Public Economics, MIT Press: Cambridge, 1988. Chapter 1.

Cornes and Sandler, Chapters 3 and 4

J. Duggan and J. Roberts, “Implementing the Efficient Allocation of Pollution”, AER September 2002, 1070-1078.

G. Myles, Public Economics, Cambridge 1994, Chapter 10.

*Katz and Shapiro, “Network Externalities, Competition, and Compatibility,” AER, 1985, 429-440.

J. Farrell and G. Saloner. “Installed Base and Compatibility: Innovation, Product Preannouncements, and Predation” American Economic Review December 1986 , pp. 940-955
Varian, Hal R., “A Solution to the Problem of Externalities and Public Goods when Agents are Well Informed”  AER, Dec. 1994, 84, 1278-1293
*P. Jehiel, B. Moldovanu, and E. Stacchetti. “How (Not) to Sell Nuclear Weapons.” American Economic Review. Vol. 86 (4). p 814-29. September 1996

*Cropper and Oates, “Environmental Economics: A Survey” Journal of Economic Literature  June 1992

5. Public Goods

A. Theory

Myles, Chapter 9

Laffont, Chapter 2

A&S, Lecture 16

Handbook, Chapters 9 and 10

Bergstrom, Blume and Varian (1986) “On the Private Provision of Public Goods” JpubE

Bernheim (1987) “Voluntary and Involuntary Provision of Public Goods” AER

Mas Colell , Whinston , and Green, Microeconomic Theory (1992) Chapter 23

Kingma, Bruce R. “An Accurate Measure of the Crowd-out Effect, Income Effect, and Price Effect for Charitable Contributions”, Journal of Political Economy 97 (1989), pp.1197-1207.

John Morgan, “Financing Public Goods by Means of Lotteries”, Review of Economic Studies October 2000, 761-784.

*Alesina, R. Baqir, and W. Easterly. “Public Goods and Ethnic Divisions”, Quarterly Journal of Economics 114 (November 1999), pp. 1243-1285.

*Y. Chen and F-F. Tang, “Learning and Incentive Compatible Mechanisms for Public Goods Provision”, Journal of Political Economy (1998) pp 633-662. 

*Tom Palfrey and Jeffrey Prisbey, “Anomalous Behavior in Public Goods Experiments, How Much and Why?” , American Economic Review (Dec., 1997), pp. 829-846.
* J. Morgan and M. Sefton, “Funding Public Goods with Lotteries: Experimental Evidence”, Review of Economic Studies  October 2000

*G. Mailath and A. Postlewaite, “Asymmetric Information Bargaining Procedures with Many Agents”  Review of Economic Studies 1990,  351-367

*J. Andreoni and A. Payne, “Do Government Grants to Private Charities Crowd Out Giving or Fund-raising?”, American Economic Review, June 2003, 792-812.
B. Publicly Provided Goods: Education

J. Angrist and A. Krueger, “Does Compulsory School Attendance Affect Schooling and Earnings?” Quarterly Journal of Economics 106 (November 1991), 979-1014.

J. Angrist and V. Lavy, “Using Maimonides' Rule to Estimate the Effect of Class Size on Children's Academic Achievement,” mimeo, MIT, 1996.

R. Benabou, “Education, Poverty, and Growth: The Local Connection,” NBER Working Paper 4798, July1994.

G. Burtless, ed., Does Money Matter? The Effect of School Resources on Student Achievement and Adult Success. Washington, D.C.: Brookings Institution, 1996.

D. Card and A. Krueger, “Does School Quality Matter? Returns to Education and the Characteristics of Public Schools in the United States,” Journal of Political Economy 100 (February 1992), 1-40.

R. Fernandez and R. Rogerson, “Income Distribution, Communities, and the Quality of Public Education,” Quarterly Journal of Economics 111 (1996), 135-164.

E. Hanushek, “The Economics of Schooling: Production and Efficiency in Public Schools,” Journal of Economic Literature 24 (1986), 1141-77.

E Hanushek, “Measuring Investment in Education,” Journal of Economic Perspectives, 10 (Fall 1996), 9-30.

E. Hanushek, “Expenditures, Efficiency, and Equity in Education: The Federal Government's Role,” American Economic Review 79 (May 1989), 46-51.

6. Redistribution

G. Burtless, “The Economist's Lament: Public Assistance in America,” Journal of Economic Perspectives 4 (Winter 1990), 57-78.

A. Nichols and R. Zeckhauser, “Targeting Transfers Through Restrictions on Recipients,” American Economic Review 72 (May 1982), 372-377.

G. Akerlof, “The Economics of ‘Tagging’ as Applied to the Optimal Income Tax, Welfare Programs, and Manpower Planning,” American Economic Review 68 (March 1978), 8- 19.

*H. Hoynes, “Welfare Transfers in Two Parent Families: The Case of AFDC-UP,” Econometrica, 64 (1996), 295-332.

*R. Moffitt, “Incentive Effects of the U.S. Welfare System: A Review,” Journal of Economic Literature 30 (March 1992), 1-61.

R. Moffitt, “The Negative Income Tax and the Evolution of U.S. Welfare Policy”  Journal of Economic Perspectives” Summer 200, 119-140
*R. Blank, D. Card, and P.K. Robins, “ Financial Incentives for Increasing Work and Income among Low Income Families”, NBER Working Paper # 6998 (1999)

*N. Eissa and J. Liebman, "Labor Supply Response to the Earned Income Tax Credit," Quarterly Journal of Economics 111 (May 1996), 605-637.
R. Moffitt, “An Economic Model of Welfare Stigma,” American Economic Review 73 (December 1983), 1023-1035.

A. Atkinson, “Income Maintenance and Social Insurance,” in A. Auerbach and M. Feldstein, eds.,

Handbook of Public Economics, Volume 2 (Amsterdam: North-Holland, 1987), 799-908.

T. Besley and S. Coate, “Workfare versus Welfare: Incentives Arguments for Work Requirements in Poverty-Alleviation Programs,” American Economic Review, 82 (March 1992), 249-261.

T. Besley and S. Coate (1995). “The Design of Income Maintenance Programmes”, Review of Economic Studies, 187-221.

J. Shapiro, “Income Maintenance Programs and Multidimensional Screening”, UPF working paper #544

E. Saez, “Optimal Income Transfer Programs: Intensive Versus Extensive Labor Supply Responses,” NBER Working Paper 7708  (May 2000)

7. Income Inequality and Education

Perotti, R. (1993): Political Equilibrium, Income Distribution, and Growth, RES 60, 755-776.

Fernandez, R. and R. Rogerson (1995): On the Political Economy of Education Subsidies, RES 62, 249-262.

Glomm, G. and B. Ravikumar (1993): Public versus Private Investment in Human Capital: Endogenous Growth and Income Inequality, JPE 100, 818-834.

Checchi, D., Ichino, A. and A. Rustichini (1999): More Equal but Less Mobile? Education Financing and Intergenerational Mobility in Italy and in the US, JPubE 74, 351-393.

Shapiro, J. “Educational Opportunity and Income Inequality”, UPF Working Paper 560.
