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This is the first of two courses in the graduate public economics sequence at Harvard. This one-semester
course covers basic issues in the optimal design of tax and social insurance policies, with emphasis on
combining theoretical models with empirical evidence. Topics include efficiency costs and incidence of
taxation, income taxation, transfer and welfare programs, public goods and externalities, optimal social
insurance (excluding social security), and welfare analysis in behavioral models.

The course consists of 28 lectures, each lasting 1.5 hours. The slides and reading list are divided into
eight parts:

Part 1: Introduction

Part 2: Tax Incidence [3 lectures]

Part 3: Efficiency Cost of Taxation [3 lectures]

Part 4: Optimal Taxation [5 lectures]

Part 5: Income Taxation and Labor Supply [4 lectures]
Part 6: Social Insurance [5 lectures]

Part 7: Public Goods and Externalities [4 lectures]
Part 8: Corporate Taxation [4 lectures]

Part 9: Education Policy [2 lectures]

We would like to thank Emmanuel Saez, Jon Gruber, Day Manoli, and many other colleagues whose
comments and lecture notes contributed to the development of these slides.
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Empirical Applications
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General Equilibrium Incidence
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* M. Feldstein and C. Horioka, “Domestic Savings and International Capital Flows”, Economic
Journal, 90(358), June 1980, 314-329.

L. Kotlikoff and L. Summers, “Tax Incidence”, in A. Auerbach and M. Feldstein, Volume 2,
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Excess Burden
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Finance,” Journal of Public Economics 3 (1974), 3-21.

D. Fullerton, “Reconciling Recent Estimates of the Marginal Welfare Cost of Taxation”, American
Economic Review, 81(1), March 1991, 302-308.

*  A. Harberger, “The Measurement of Waste”, American Economic Review, 54(3), 1964, 58-76.

J. Hausman, “Exact Consumers Surplus and Deadweight Loss”, American Economic Review,
71(4), September 1981, 662-676.

J. Hausman and W. Newey, “Nonparametric Estimation of Exact Consumers Surplus and
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Estimating Excess Burden, and a Practical Solution,” Journal of Political Economy, 2003,
111:898-927.

* J. Marion and E. Muehlegger. “Measuring Illegal Activity and the Effects of Regulatory
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Journal of Economics, 121(4), 2006, 1311-1346.
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