Recent Developments In
Public Finance
Volume |

Resource Allocation and Distribution

Edited by

Vito Tanzi

Honorary President, International Institute of Public Finance, USA

ad
Howdl H. Zee

Professor of Economics, Xiamen University, China;
Senior Fellow, Monash University, Australia;
Consultant, I nter national Monetary Fund, USA

THE INTERNATIONAL LIBRARY OF CRITICAL WRITINGS IN ECONOMICS

An Elgar Research Collection
Cheltenham, UK ¢ Northampton, MA, USA



Contents

Acknowledgements iX
Introduction VitoTanzi and Howell H. Zee Xiii

PART | PUBLIC SECTOR IN A MARKET ECONOMY

1. GeorgeJ. Stigler (1968), "The Government of the Economy', in

George J. Stigler and Paul A. Samuelson (eds), A Dialogue on the

Proper Economic Role of the State, Chapter 1, Chicago, IL:

University of Chicago Business School, 3-20 3
2. Kenneth J. Arrow (1977), 'The Organization of Economic Activity:

Issues Pertinent to the Choice of Market Versus Nonmarket

Allocation’, in Robert H. Haveman and Julius Margolis (eds),

Public Expenditure and Policy Analysis, Chapter 2, 2nd edition,

Chicago, IL: Rand McNally College Publishing Company, 67-81 21
3. Vito Tanzi (2005), 'The Economic Role of the State in the 21st

Century', Caw Journal, 25 (3), Fall, 617-38 36

PART 11 MARKET IMPERFECTIONSAND LIMITSTO PUBLIC
INTERVENTION
4. George A. Akerlof (1970), 'The Market for "Lemons": Quality
Uncertainty and the Market Mechanism', Quarterly Journal of
Economics, 84 (3), August, 488-500 61
5. Mancur Olson (1982), 'The Logic', in The Rise and Decline of
Nations: Economic Growth, Stagflation and Social Rigidities,
Chapter 2, New Haven, CT and London, UK: Yde University Press,
17-35, references 74
6. R.H. Coase (1994), 'The Ingtitutional Structure of Production', in
Essays on Economics and Economists, Chapter 1, Chicago, IL and
London, UK: University of Chicago Press, 3-14 97
7. Avinash Dixit and Mancur Olson (2000), 'Does Voluntary
Participation Undermine the Coase Theorem?, Journal of Public

Economics, 76 (3), June, 309-35 109
8. Avinash Dixit (2009), ‘Governance Ingtitutions and Economic
Activity', American Economic Review, 99 (1), March, 5-24 136
PART 111 INCENTIVES, SOCIAL CHOICES AND PRIVATE PROVISION OF

PUBLIC GOODS

9. T. Nicolaus Tideman and Gordon Tullock (1976), ‘A New and
Superior Process for Making Social Choices', Journal of Political
Economy, 84 (6), December, 1145-59 159



PART IV

PART V

10.

11

13.

14.

Recent Developments in Public Finance |

James M. Buchanan (1983), 'The Public Choice Perspective',
Journal of Public Finance and Public Choice! Economia delle Scelte
Pubbliche\{\),I-\S

Theodore Bergstrom, Lawrence Blume and Ha Varian (1986), 'On
the Private Provision of Public Goods', Journal of Public
Economics, 29, 25-49

Amartya Sen (1999), 'The Possibility of Socia Choice', American
Economic Review, 89 (3), June, 349-78

Rebecca M. Blank (2000), 'When Can Public Policy Makers Rely
on Private Markets? The Effective Provision of Social Services,
Economic Journal, 110 (462), March, C34-C49

Jean-Jacques Laffont and David Martimort (2002), 'Incentives in
Economic Thought', in The Theory of Incentives: The Principal-
Agent Model, Chapter 1, Princeton, NJ Princeton University Press,
7-27, references

EFFICIENCY AND DISTRIBUTIVE IMPLICATIONS OF PUBLIC
POLICIES
15. Edmund S. Phelps (1973), 'Taxation of Wage Income for Economic

16.

17.

18.

19.

20.

21.

22.

Justice', Quarterly Journal of Economics, LXXVI1 (3), August,
331-54

John Rawls (1974), 'Some Reasons for the Maximin Criterion',
American Economic Review, 64 (2), May, 141—6

Arthur M. Okun (1975), 'Increasing Equality in an Efficient
Economy', in Equality and Efficiency: The Big Tradeoff, Chapter 4,
Washington DC: Brookings Institution, 88-120

A.B. Atkinson and J.E. Stiglitz (1976), 'The Design of Tax
Structure: Direct Versus Indirect Taxation', Journal of Public
Economics, 6 (1-2), July-August, 55-75

JA. Mirrlees (1982), 'The Economic Uses of Utilitarianism’, in
Amartya Sen and Bernard Williams (eds), Utilitarianism and
Beyond, Chapter 3, New York, NY: Cambridge University Press,
63-84, references

Don Fullerton and Diane Lim Rogers (1991), ‘Lifetime Versus
Annual Perspectives on Tax Incidence’, National Tax Journal,
XLIV (3), 277-87

Assar Lindbeck, Sten Nyberg and Jorgen W. Weibull (2003), 'Social
Norms and Welfare State Dynamics', Journal of the European
Economic Association, 1 (2-3), April-May, 53312

Yan Chen and Sherry Xin Li (2009), ‘Group ldentity and Social
Preferences, American Economic Review, 99 (1), March, 431-57

INTERJURISDICTIONAL POLICY DIMENSIONS
23. Roger H. Gordon (1983), 'An Optimal Taxation Approach to Fisca

Federalism', Quarterly Journal of Economics, 98 (4), November,
567-86

174

183

208

238

254

281

305

311

365

389

400

410

439



24,

25.

26.

Recent Developments in Public Finance |

Martin C. McGuire (1991), 'Group Composition, Collective
Consumption, and Collaborative Production', American Economic
Review, 81 (5), December, 13917107

Oded Hochman, David Pines and Jacques-Francois Thisse (1995),
'On the Optimal Structure of Local Governments', American
Economic Review, 85 (5), December, 1224-40

Wallace E. Oates (1999), 'An Essay on Fiscal Federalism', Journal
of Economic Literature, XXXVII (3), September, 112019

27. Todd Sandier (2002)," Demand and Institutions for Regional Public

28.

29.

Goods), in Antoni Estevadeordal, Brian Frantz and Tarn'Robert
Nguyen (eds), Regional Public Goods. From Theory to Practice,
Chapter 1, Washington, DC: Inter-American Development Bank and
Asian Development Bank, 11-30

Robin Boadway (2006), 'Intergovernmental Redistributive
Transfers: Efficiency and Equity’, in Ehtisham Ahmad and Giorgio
Brosio (eds), Handbook of Fiscal Federalism, Chapter 14,
Cheltenham, UK and Northampton, MA, USA: Edward Elgar,
355-80

Agnar Sandmo (2003), 'International Aspects of Public Goods
Provision', in Inge Kaul, Pedro Concei§ao, Katell Le Goulven and
Ronald U. Mendoza (eds), Providing Global Public Goods:
Managing Globalization, New York, NY: Oxford University Press,
112-30

459

476

493

523

569



Recent Developments in
Public Finance
Volume |

Stabilization and Growth

Edited by

Vito Tanz

Honorary President, International Institute of Public Finance, USA

and
Howdl H. Zee

Professor of Economics, Xiamen University, China;
Senior Fellow, Mpnash University, Australia;
Consultant, International Monetary Fund, USA

THE INTERNATIONAL LIBRARY OF CRITICAL WRITINGS IN ECONOMICS

An Elgar Research Collection Q-
Cheltenham, UK ¢ Northampton, MA, USA



Contents

Acknowledgements
An introduction to both volumes by the editors appearsin Volume |

PART | DEFICITS, GOVERNMENT BUDGET CONSTRAINT AND
INFLATION

1

2.

Alan S. Blinder and Robert M. Solow (1973), '‘Does Fiscal Policy
Matter?, Journal of Public Economics, 2 (4), November, 319-37
Robert J. Barro (1974), 'Are Government Bonds Net Wealth?,
Journal of Political Economy, 82 (6), November-December,
1095-117

Vito Tanzi (1978), 'Inflation, Rea Tax Revenue, and the Case for
Inflationary Finance: Theory with an Application to Argentina,
International Monetary Fund Saff Papers, 25 (3), September,
417-51

Thomas J. Sargent and Neil Wallace (1981), 'Some Unpleasant
Monetarist Arithmetic', Federal Reserve Bank of Minneapolis
Quarterly Review, Fall, 1-17

Olivier J. Blanchard (1985), 'Debt, Deficits, and Finite Horizons,
Journal of Political Economy, 93 (2), April, 22377

Alan J. Auerbach, Jagadeesh Gokhale and Laurence J. Kotlikoff
(1991), 'Generational Accounts. A Meaningful Alternative to
Deficit Accounting', in David Bradford (ed.), Tax Policy and the
Economy, 5, Cambridge, MA: MIT Press, 55-110

Vito Tanzi, Mario |. Blejer and Mario O. Teijeiro (1993), 'Effects of
Inflation on Measurement of Fiscal Deficits: Conventional Versus
Operational Measures, in Mario |. Blger and Adrienne Cheasty
(eds), How to Measure the Fiscal Deficit: Analytical and
Methodological Issues, Chapter 9, Washington, DC: International
Monetary Fund, 175-204

Hana Polackova Brixi and Ashoka Mody (2002), 'Dealing with
Government Fiscal Risk: An Overview', in Hana Polackova Brixi
and Allen Schick (eds), Government at Risk: Contingent Liabilities
andF/iscal Risk, Chapter 1, Washington, DC: World Bank and
Oxford University Press, 21-58

22

45

80

97

122

178

208



PART 11

PART 111

PART IV

Recent Developments in Public Finance Il

CAPITAL MOBILITY, GLOBALIZATION AND INTERDEPENDENCE
OF POLICY
9. Jacob A. Frenkel and Assaf Razin (1988)," Introduction’,

10.

11.

12.

13.

'‘Government Spending Policies, Tax Policies, 'Concluding
Remarks' in Spending, Taxes, and Deficits: International-
Intertemporal Approach, Chapters 1,2,3 and 4, Princeton, NJ:
International Finance Section, Department of Economics, Princeton
University, 1-44

James Tobin (1996), 'Prologue’, in Mahbub ul Hag, Inge Kaul and
| sabelle Grunberg (eds), The Tobin Tax: Coping with Financial
Volatility, New York, NY: Oxford University Press, ix-xviii

Peter Birch SOrensen (2004), 'International Tax Coordination:
Regionalism Versus Globalism', Journal of Public Economics, 88,
1187-214

Jeffrey A. Frankel (2006), 'Twin Deficits and Twin Decades, in
Richard W. Kopcke, Geoffrey M.B. Tootell and Robert K. Triest
(eds), The Macroeconomics of Fiscal Policy, Cambridge, MA and
London, UK: MIT Press, 321-35

James R. Hines Jr. (2007), 'Corporate Taxation and | nternational
Competition', in Alan J. Auerbach, James R. Hines Jr. and Joel
Slemrod (eds), Taxing Corporate Income in the 21st Century,
Chapter 7, New York, NY: Cambridge University Press, 268-95

RULES, DISCRETION AND INTERTEMPORAL CONSISTENCY
OF OPTIMAL POLICIES

14.

15.

16.

17.

Stanley Fischer (1980), 'Dynamic Inconsistency, Cooperation and
the Benevolent Dissembling Government', Journal of Economic-
Dynamics and Control, 2 (1), February, 93-107

Mats Persson, Torsten Persson and Lars E.O. Svensson (1987),
"Time Consistency of Fiscal and Monetary Policy', Econometrica,
55 (6), November, 1419-31

Fabrizio Balassone and Daniele Franco (2000), 'Public Investment,
the Stability Pact and the "Golden Rule™, Fiscal Studies, 21 (2),
207-29

George Kopits (2007),'Fiscal Responsibility Framework:

. linternational Experience and Implications for Hungary', MNB

'« Occasional Paper, 62, 7-16 and 21-4

GROWTH IMPLICATIONS OF PUBLIC POLICIES

18.

19.

David Alan Aschauer (1989), 'I's Public Expenditure Productive?,
Journal of Monetary Economics, 23,177-200

Robert J. Barro (1990),'Government Spending in a Simple Model
of Endogenous Growth', Journal of Palitical Economy, 98 (5, Part
2), October, S103-S125

249

293

303

331

346

377

392

405

428

445

469



20.

21.

22.

23.

Recent Devel opments in Public Finance |1

William Easterly and Sergio Rebelo (1993), 'Fiscal Policy and
Economic Growth: An Empirical Investigation', Journal of
Monetary Economics, 32,417-58

Nancy L. Stokey and Sergio Rebelo (1995), 'Growth Effects of
Flat-Rate Taxes', Journal of Palitical Economy, 103 (3), June,
519-50

Kevin A. Hassett and R. Glenn Hubbard (1997), 'Tax Policy and
Investment', in Alan J. Auerbach (ed.), Fiscal Policy: Lessons from
Economic Research, Chapter 8, Cambridge, MA and London, UK:
MIT Press, 339-85 '

Alan J. Auerbach (2008), 'Tax Reform in the Twenty-first Century’,
in John W. Diamond and George R. Zodrow (eds), Fundamental Tax
Reform: Issues, Choices and Implications, Chapter 1, Cambridge
MA: MIT Press, 27-59, references

492

534

566

613



