T FGV | gsesigige

Syllabus

[cmcd.economia@fgv.br]
Course: Public Economics

Professor:

2026 FIRST SEMESTER

COURSE OUTLINE

The course explores two dimensions. Taxation and publicly provided goods. In both parts we first address each topic
theoretically and then (whenever appropriated) we present empirical papers. We must cover a broad range of topics that
capture the frontier of public economics analysis as well as research questions applied to Brazil.

METHODOLOGY
Lectures, paper presentations.

PROGRAM
Classl Welfare economics and excess burden Auerbach + Auerbach Hines
e Diamond e McFadden
Class Marginal cost of public Funds Atk Stern + Ballard e
2 Fullerton + Wildasin
Empirico: Fullerton,
Conway, DMS, CMP
Class3 Optimal income tax Stiglitz, Mirless, Seade,
Direct vs indirect tax Saez
Class4 Evasion and optimal income tax Alingham and Sandmao,
CG95, AMT 2011
Class Evasion — empirics Pissarides and Weber,
5 Feldman and slemrod, Hurst
Li and Pugsley; H. J.
Kleven, M. Knudsen, C. T.
Kreiner, S. Pedersen, and E.
Saez
Class Evasion — empirics Pomeranz (2015), Carillo et
6 al (2016), Haswgawa et al
2013, Gadenne et al 2019,
Garriga and Tortarolo,
2022
Class Commodity taxes and evasion (theory DM- 71, AMR 21, Best et al
7 and empirics) 2015, CG, 93, AM, 2015,
Naritomi 2019, Slemrod
(avoidance),
Class Bunching at kinks, lines and notches - Saez (2010), kleven (2013),
8 methods Slemrod (2015)
Class Bunching at kinks, lines and notches - Kleven and Waseem (2011)
9 applications 1 Liu et al(2020), Best et al
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(2015) Sallee and Slemrod
(2013),

Class10 ETI Feldstein 1995, slemrod 98,
saez, slemrod and giertz,
gruber and saez

Class11 Tax Incidence: Payroll Taxes Guo (2024), Ku et al
(2020) Baumgartner et al
(2025), Blandhol, et al
(2025), Gruber (1997),
Garriga, Tortaolo (2025)

Class12 Wealth Taxation Kopcuzk (07,09,10,15,16),
Saez &Zucman(16, 19a,
19b)

Locks (2022, Brazilian
inheritance), Glogowski

Class 13 Gifts and Inheritance responses to tax (2021), Fack and Landais
policies (2016), Goupille-Lebret,
Jonathan and Jose Infante
(2018)
Classl4 Papers Presentation/Discussion: Fiscal Ex: On the Fiscal
Federalism Sustainability of Swiss
Cantons Since 1905
Class15 Papers Presentation/Discussion: Working

paper series
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ARTICLES
Welfare Economics and Excess Burden

1. Background

Mas-Colell, A., Whinston, M. e Green, J., Microeconomic Theory, 1995, p-80-91, 116-123, 325-334,
817-831.

Diamond, P., Feldstein, M., Laffont, J., Stern, N. e Stiglitz, J.(2002). Journal of Public Economics,
December, 2002.

1.1 Theory
Auerbach, A..The theory of excess burden and optimal taxation in Handbook of Pulbic Economics, vol.1,
pp 61-86.

Auerbach A. and Hines, J.. Taxation and Economic Efficiency, Handbook of Public Economics, vol3, p.
1347-1360.

Diamond, P. and McFadden, D.. Some uses of the expenditure function in public finance, JPubE, vol3,
1974, p. 3-21.

Hausman, J.A., Exact consumer’s surplus and deadweight loss, AER, 1981.

Salanie, B, the economics of Taxation, appendices.
1.2 Measure
Slesnick, D., Empirical Approaches to the Measurement of Welfare, JEL, 36, p. 2108-2165.

2. Marginal cost of public fund
2.1 Theory
Atkinson, A.B. e Stern, N. (1974), Pigou, Taxation and Public Goods. Review of Economic Studies, 41,
pp. 119—128.



Ballard, C., (1990), Marginal Welfare Cost Calculations: Differential Analysis vs. Balanced Budget
Anaysis. Journal of Public Economics, 41, pp. 263—273.

Ballard, C. e Fullerton, D. (1992), Distortionary taxes and the provision of public goods. Journal of
Economic Perspectives, 6, pp. 117—131.

Browning, E, Gronberg, T. and Liu, Q. (2000). Alternative measures of marginal cost of public funds,
Econ Inquiry, vol 38, pp. 591-599.

Wildasin, D. (1984), On public good provision with distortionary taxation. Economic Inquiry, 22, pp.
227-243.

Wilson, J. (1991), Optimal public good provision with limited lump-sum taxation. American Economic
Review, 81, pp. 153—166.

Gahvari, F.. On the marginal cost of public funds and the optimal provision of public goods, JPubE, 2006.
Dahlby, B. (2008). The marginal cost of Public Funds. Theory and applications, MIT press.
2.2 Empirical measure

Browning, E. (1987), On the marginal welfare cost of taxation. American Economic Review, 77, pp. 11--
23.

Ballard, Shoven e Whalley (1985), General Equilibrium computations of the marginal welfare costs of
taxes in the United States. American Economic Review, 75, pp. 128—138

Conway, K. (1997), Labor supply, taxes, and government spending: a microeconometric analysis. Review
of Economics and Statistics, 79, pp. 50—67.

Fullerton, D. Reconciling Recent Estimates of the Marginal Welfare Cost of Taxation, AER, 81, p. 302-
308.

Duarte, L, Mattos, E e Serillo, J. (2011). On the marginal social cost of cash-cum-in-kind-transfers,
Journal of Economic Studies.

Chetty, Raj. 2009. "Is the Taxable Income Elasticity Sufficient to Calculate Deadweight Loss? The
Implications of Evasion and Avoidance." American Economic Journal: Economic Policy, 1(2): 31-52.

Ricardo Politi, Cardim, Rafael and Enlinson Mattos (2017). Transfers and marginal cost of public
funding: Empirical evidence for local governments in Brazill. RBE.

Hendren, N. and Sprung-Keyser (2019). A Unified welfare Analysis of government Policies (mimeo)



3. Optimal Tax —
3.1 Optimal commodity tax
Homburg, Stefan (2006) A new approach to commodity taxation, FinanzArchiv.
SB, cap2
Auerbach, A, The theory of excess burden and optimal taxation in Handbook of Pulbic Economics, vol.1,

pp 86-110.

Auerbach A. and Hines J., Taxation and Economic Efficiency, Handbook of Public Economics, vol3, p.
1361-1371.

Atkinson A. and Stiglitz, J. Lectures on Public Economics, chapter 12.

Atkinson A. and Stiglitz, J. The structure of indirect taxation and economic efficiency, JPubE, 1972, p.
97-119.

Sandmo, A, Optimal Taxation: An introduction to the literature, JPubE, 1976.

Diamond, P. A. and J. A. Mirrlees (1971a): “Optimal Taxation and Public Production
I: Production Efficiency,” The American Economic Review, 61, 8-27.

(1971b). “Optimal Taxation and Public Production Il: Tax Rules,” The

American
Economic Review, 61, 261-278.
3.2 Optimal income tax

Auerbach A. and Hines J., Taxation and Economic Efficiency, Handbook of Public Economics, vol3, p.
1372-1383.

Atkinson, A. and Stiglitz, J.. Lectures on Public Economics, chapter 13.

Stern, H.. On the specification of Optimum Income Taxation, JPubE, 1976, p. 123-162.
Sheshinski, E.. The Optimal linear income tax, RES, 1972, p. 297-302.

Mirrlees, J.. An Exploration in the theory of optimum income taxation, RES, 1971.
Sadka, E.. On progressive taxation, AER, 1976.

Akerlof, G.. The economics of tagging as applied to the optimal income tax, AER vol 68, 1978, p. 8-19.



Stiglitz, J.. Pareto efficiency and optimal taxation and the new new welfare economics in Handbook of
public economics vol2, 1987, p. 991-1041.

Diamond, P. Optimal income taxation: An example with a U-Shaped pattern of optimal marginal tax
rates, AER, vol 88, 1998, p. 83-95.

Saez, E. Using elasticities to derive optimal income tax rates, RES, vol 68, 2001, 205-229.
3.3 Optimal income tax - empirical

Mattos, E (2008). The revealed social welfare function: US versus Brazil, Brazilian Review of
Econometrics.

Bourguignon, F and A. Spadaro (2002).
Tax-Benefit Revealed Social Preferences: Are Tax Authorities Paretian?. mimeo.

Bourguignon, F. and Amedeo Spadaro (2005a).
Tax-Benefit Revealed Social Preferences. PSE working paper 2005-22.

Bourguignon, F. and A. Spadaro (2005b).
Microsimulation as a tool for evaluating redistribution policies, PSE Working Papers 2005-02.

SB, cap3
Optimal design of taxes

Stiglitz, J.. Pareto efficiency and optimal taxation and the new new welfare economics in Handbook of
public economics vol2, 1987, p. 991-1041.

Atkinson, A. and Stiglitz, J. The design of tax structure: direct versus indirect taxation, JPUBe, 1982..

Atkinson, A. Optimal taxation and the direct versus indirect tax controversy, Canadian journal of
economics, 1977, p. 590-606.

Boadway, R.. The Mirrlees” approach to the theory of economics policy, IntTaxandPubFin, vol 5, 1998, p.
67-81.

Dixit, A. and Besley, T.. James Mirrlees” contributions to the theory of information and incentives,
Scandinavian Journal of Economics, vol 99, 1997, p. 207-235.

SB, cap4
3.5 Optimal progressivity



J. Mirrlees, “An Exploration in the Theory of Optimum Income Taxation,” Review of Economic Studies,
38 No. 2 (April, 1971): 175-208.

N. Stern, “On the Specification of Models of Optimum Income Taxation,” Journal of
Public Economics, 6 No. 1-2 (July/August, 1976): 123-162.

J. Seade, “On the Shape of Optimal Tax Schedules,” Journal of Public Economics, 7
No. 2 (April, 1977): 202-235.

E. Sheshinski, “The Optimal Linear Income Tax,” Review of Economic Studies, 68
(July, 1972): 297-302.

J. Slemrod, S. Yitzhaki, J. Mayshar, “The Optimal Two-Bracket
Linear Income Tax,” Journal of Public Economics, 53 No. 2 (February, 1994): 269-290.

H. Varian, “Redistributive Taxation as Social Insurance,” Journal of Public Economics, 14 No. 1
(August, 1980): 49-68.

P. Diamond, "Optimal Income Taxation: An Example with a U-Shaped Pattern of
Optimal Marginal Tax Rates,”" American Economic Review, 88 No. 1 (March, 1998):
83-95.

E. Saez, "Using Elasticities to Derive Optimal Income Tax Rates," Review of Economic
Studies, 68 No. 1 (January, 2001): 205-229.

C. Rothschild and F. Scheuer, “Optimal Taxation with Rent-Seeking,” The Review of Economic
Studies, 83 No. 3 (July, 2016): 1225-1262.

B. Lockwood, C. Nathanson, and E.G. Weyl, “Taxation and the Allocation of Talent.” Journal of Political
Economy, 125 No. 5 (October, 2017): 1635-1682.

C. Carbonnier, C. Malgouyres, L. Py and C. Urvoy (2022). Who benefits from tax
incentives? The heterogeneous wage incidence of a tax credit, Journal of Public
Economics.

4. Evasion Overviews

M. Allingham and A. Sandmo, “Income Tax Evasion: A Theoretical Analysis,” Journal
of Public Economics, 1 No. 3-4 (November, 1972): 323-338.

J. Slemrod, “Tax Compliance and Enforcement,” Working Paper, University of Michigan working paper,
June 2018.


https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Mirrlees_Exploration_Optimum_Income.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Stern_Optimum_Taxation.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Seade_Shape_Optimal_Tax_Schedules.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Sheshinski_Optimal_Linear_Income_Tax.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Slemrod_Yitzhaki_Mayshar_Lundholm.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Slemrod_Yitzhaki_Mayshar_Lundholm.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Varian_Redistributive_Taxation.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Diamond_Optimal_Income_Taxation.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Diamond_Optimal_Income_Taxation.pdf
https://ctools.umich.edu/access/content/group/0a120a80-ec86-48f4-a5b2-ba580a041b40/ECON%20684%20WINTER%20B/Papers/Saez_Using_Elasticities_Derive_Optimal_Income.pdf

Cremer and Gahvari (1993). Tax evasion and optimal commodity taxation. Journal of Public Economics.

Cremer, Helmuth and Gahvari, Firouz, 1994."Tax Evasion, Concealment and the Optimal
Linear Income. Scandinavian Journal of Economics, vol. 96(2), pages 219-39.

Mattos, E., Arbex, M. and Trudeau, C. (2012). Poverty, and the optimum tax-cum-audit policy BEJEAP.
Mattos, E., Arbex, M. (2016). Optimal Sales Tax Rebates and Tax Enforcement Consumers, OEP.
Slemrod, J. and S. Yitzhaki (2002). Tax Avoidance, Evasion and Administration, Handbook of Public
Economics vol 4, editors Alan Aurbach and Martin Feldstein.

A. Alstadszter, N. Johannesen, S. Herry and G. Zucman (2022). Tax evasion and tax avoidance, Journal
of Public Economics

Chang J. and C. Lai (2004). Collaborative tax evasion and social norms: why deterrence does not work,
Oxford Economic Papers.

Border and Sobel (1987). Samurai Accountant: A theory of Auditing and Plunder, Review of Economic
Studies.

Gordon, R. and Li, W. 2009. "Tax structures in developing countries: Many puzzles and a
possible explanation,” Journal of Public Economics, vol. 93(7-8), pages 855-866.

5. The extent and nature of evasion

IRS, Tax Gap Estimates for Tax Years 2008-2010, https://www.irs.gov/pub/irs-soi/p1415.pdf.

A. Johns and J. Slemrod, “The Distribution of Income Tax Noncompliance,” National Tax Journal, 63
No. 3 (September, 2010): 397-418.

C. A. Pissarides and G. Weber, "An Expenditure-based Estimate of Britain's Black
Economy," Journal of Public Economics, 39 No. 1 (June, 1989): 17-32.

N. Feldman and J. Slemrod, “Estimating Tax Noncompliance with Evidence from
Unaudited Tax Returns,” Economic Journal, 117 No. 518 (March, 2007): 327-
352.

E. Hurst, G. Li, and B. Pugsley, “Are Household Surveys Like Tax Forms? Evidence
from Income Underreporting of the Self-Employed,” Review of Economics and
Statistics, 96 No. 1 (March, 2014): 19-33.
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N. Artavanis, A. Morse, and M. Tsoutsoura, “Measuring Income Tax Evasion Using Bank Credit:
Evidence from Greece,” Quarterly Journal of Economics, 131 No. 2 (May, 2016): 739-798.

A. Alstadseter, N. Johannesen, and G. Zucman, “Tax Evasion and Inequality,” NBER Working Paper No.
23772, September, 2017.

6. The impact of notification initatives

J. Slemrod, M. Blumenthal, and C. Christian, "Taxpayer Response to an Increased
Probability of Audit: Evidence from a Controlled Experiment in Minnesota," Journal
of Public Economics, 79 No. 3 (March, 2001): 429-453.

G. Fellner, R. Sausgruber, and C. Traxler, “Testing Enforcement Strategies in the Field:
Legal Threat, Moral Appeal, and Social Information,” Journal of the European
Economic Association, 11 No. 3 (June, 2013): 634-660.

H. J. Kleven, M. Knudsen, C. T. Kreiner, S. Pedersen, and E. Saez, “Unwilling or
Unable to Cheat? Evidence from a Randomized Tax Audit Experiment in Denmark,”
Econometrica, 79 No. 3 (May, 2011): 651-692.

D. Pomeranz, “No Taxation without Information: Deterrence and Self-Enforcement in
the Value Added Tax,” American Economic Review, 105 No. 8 (August, 2015): 2539-2569.

P. Carrillo, D. Pomeranz, and M. Singhal, “Dodging the Taxman: Firm Misreporting and
Limits to Tax Enforcement,” American Economic Journal: Appiled Economics, 9, No. 2 (April, 2017):
144-164.

L. Castro and C. Scartascini, "Tax Compliance and Enforcement in the Pampas: Evidence
from a Field Experiment,” Journal of Economic Behavior & Organization, 116 (August, 2015): 65-82.

B. Meiselman, “Ghostbusting in Detroit: Evidence on Nonfilers from a Controlled Field Experiment,”
Journal of Public Economics, 158 (February, 2018): 180-193.

M. Bérgolo, R. Ceni, G. Cruces, M. Giaccobasso, M., and R. Perez-Truglia, “Tax Audits as Scarecrows:
Evidence from a Large-Scale Field Experiment,” NBER Working Paper No. 23631, October, 2018.

7 Evasion - Information reporting

J. Naritomi, “Consumers as Tax Auditors,” AER 2019.

J. Slemrod, B. Collins, J. Hoopes, D. Reck, and M. Sebastiani, “Does Credit-Card

Information Reporting Improve Small-Business Tax Compliance?” Journal of Public Economics, 149
(May, 2017): 1-19.
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7.4. The effect of public disclosure
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