
WEEK 1 

Introduction:  

Optional reading [1][2][3][4][5][52][53]  

WEEK 2 

First Generation Theory  

Class reading [7] [33]  

Tutorial reading [34] [61] 

Optional reading [6][62][64][65][66][67] 

WEEK 3 

Second Generation Theory – Political Economy Approach 

Class reading [10] [36] 

Tutorial reading  [63] [69] 

Optional reading [8] [9] [12] [19] [70] [35] 

WEEK 4 

The selection of politicians and the types of decentralization 

Class reading [11] [32] 

Tutorial reading [31][60] 

Optional reading [68] [72] 

WEEK 5 

Soft Budget Constraint Literature 

Class reading [17] [21] 

Tutorial reading [13] [73] 

Optional reading [14] [15] [16] 

WEEK 6 

Risk sharing 

Class reading [29] [38] 

Tutorial reading [30] [75] 

Optional reading [27] [28] [37] [74] 

WEEK 7 

Tax Competition 

Class reading [39] [43] 



Tutorial reading [40][77] 

Optional reading [41][42][44][76][78][79] 

 

WEEK 8 

The Flypaper Effect 

Class reading [23] [54] 

Tutorial reading [24] [59] 

Optional reading [22] [25] [26] [55] [56] [57] 

WEEK 9  

Developing countries – Informational advantages of L. Gov. & Elite Capture 

Class reading [46][47] 

Tutorial reading [48] [81] 

Optional reading [20] [45] [71] [80] 

WEEK 10 

Developing countries – Corruption & Historical Legacies 

Class reading [49] [51] 

Tutorial reading [50] [58] 

Optional reading [20] [82] [83] [84] 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

References:  

• [1] https://voxeu.org/article/fiscal-federalism-and-covid-19-shock-
us?utm_source=dlvr.it&utm_medium=twitter 

• [2] https://jamanetwork.com/channels/health-forum/fullarticle/2766033 
• [3] Federalism Complicate the Response to the COVID-19 Health and Economic Crisis: What 

Can Be Done? N. Huberfeld, Sarah Gordon, David K. Jones, Journal of Health Politics and Law, 
2020 

• [4] https://en.wikipedia.org/wiki/COVID-19_pandemic_in_Italy 
• [5] https://www.oecd.org/tax/fiscal-decentralisation-database.htm#C_3 
• [6] Toward a Second-Generation Theory of Fiscal Federalism W. Oates, International Tax and 

Public Finance, 2005 
• [7] Endogenous Policy Decentralization: Testing the Central Tenet of Economic Federalism 

Strumpf and Oberholzer-Gee, 2002 
• [8] Handbook of Multilevel Finance , Chapter 2, Ben Lockwood  
• [9] Accountability and Decentralisation in Government: an Incomplete Contracts Model , 

Seabright, European Economic Review 1996 
• [10]The Political Resource Curse Brollo, F. , T. Nannicini, R. Perotti and G. Tabellini American 

Economic Review (2013) 
• [11] Manager or Professional Politician? Local Fiscal Autonomy and the Skills of Elected 

Officials M.Bordignon, M. Gamalerio and G. Turati Regional Science and Urban Economics 
(2020) 

• [12] Political Economics: Explaining Economic Policy Cambridge, Persson T. and Tabellini G., 
MIT Press (2000) 

• [13] Understanding the Soft Budget Constraint Kornai J. , Maskin E. , Roland G. , Journal of 
Economic Literature 2003 

• [14] Fiscal Decentralization and the Challenge of Hard Budget Constraints Rodden J., 
Eskeland G.S. and Litvack J.  MIT Press 2003 

• [15] Bailouts in a Federation Goodspeed T.J. International Tax and Public Finance 2002 
• [16] Recent Theoretical Work on the Soft Budget Constrainti Maskin E. , American Economic 

Review 1999 
• [17] Dynamic Commitment and the Soft Budget Constraint: An Empirical Test Pettersson-

Lidbom P. , American Economic Journal: Economic Policy 2010 
• [19] A Political Economy Theory of Partial Decentralization Hatfield W.J. , Padro I Miquel G., 

Journal of European Economic Association, 2012 
• [20] Decentralization in Developing Economies Gadenne L., Singhal M. Annual Reviews of 

Economics 2014 
• [21] Soft Budget Constraints and Strategic Interactions in Subnational Borrowing: Evidence 

from German States, 1975-2005 
• [22] The Flypaper Effect Robert P. Inman NBER Workin Paper 2008 

https://voxeu.org/article/fiscal-federalism-and-covid-19-shock-us?utm_source=dlvr.it&utm_medium=twitter
https://voxeu.org/article/fiscal-federalism-and-covid-19-shock-us?utm_source=dlvr.it&utm_medium=twitter
https://www.oecd.org/tax/fiscal-decentralisation-database.htm#C_3


• [23] Endogenous Federal Grants and Crowd-Out of State Government Spending: Theory and 
Evidence from the Federal Highway Aid Program B. Knight, American Economic Review, 2002 

• [24] Do Federal Grants Boost School Spending? Evidence from Title 1 N. Gordon, Journal of 
Public Economics 2003 

• [25] Microenterprise growth and the flypaper effect: Evidence from a randomized experiment 
in Ghana Fafchamps M. , McKenzie D. , Quinn S. , Woodruff C. Journal of Development 
Economics 2014 

• [26] Absorptive Capacity and the Growth and Investment Effects of Regional Transfers: A 
Regression Discontinuity Design with Heterogeneous Treatment Effect Becker S. , Egger P., Von 
Ehrlich M. American Economic Journal: Economic Policy 2013 

• [27] Inter-Regional Insurance Lockwood B. , Journal of Public Economics, 1999 
• [28] Federal Fiscal Constitutions: Risk Sharing and Moral Hazard Persson T. and Tabellini G., 

Econometrica 1996 
• [29] Channels of Interstate Risk Sharing: United States 1963-1990 Asdrubali P., Sorensen B.E., 

Yosha O. Quarterly Journal of Economics 1996 
• [30] Interstate Risk Sharing in Germany 1970-2006 Hepp R. and Von Hagen J. Oxford Economic 

Papers 2013 
• [31] Do Better Paid Politicians Perform Better? Disentangling Incentives from Selection 

Gagliarducci S., Nannicini T. Journal of the European Economic Association 2013  
• [32] Decentralization and Corruption: Evidence from U.S. Federal Transfer Program Fisman R. 

and Gatti R., Public Choice 2002 
• [33] Decentralization and the Productive Efficiency of Government: Evidence from Swiss 

Cantons Barankay I., Lockwood B Journal of Public Economics 2007 
• [34] Public Employment Services Under Decentralization: Evidence from a Natural Experiment 

Mergele L. , Weber M. Journal of Public Economics 2020  
• [35] Tying your Enemy’s Hands in Close Races: The Politics of Federal Transfers in Brazil Brollo 

F. and Nannicini T American Political Science Review 2012 
• [36] The Effects of Fiscal Decentralization on Publicly Provided Services and Labor Markets 

Bianchi N. , Giorcelli M., Martino E.M. Working Paper 2019 
• [37] Fiscal Federalism and Interstate Risk Sharing: Empirical Evidence from Germany Buettner 

T. Economic Letters 2002 
• [38] New Risk Sharing Channels in OECD Countries: A Heterogeneous Panel VAR Asdrubali P.F., 

Soyoung K., Pericoli F., Poncela P. Working Paper 2018 
• [39] Do Fiscal Transfers Alleviate Business Tax Competition? Evidence from Germany Egger P., 

Koethenbuerger M. , Smart M. Journal of Public Economics 2010 
• [40] The Incentive Effect of Fiscal Equalization Transfers on Tax Policy Buettner T. , Journal of 

Public Economics 2006 
• [41] Does Federalism Lead to Excessively High Taxes? Keen M.J. , Kotsogiannis C. American 

Economic Review 2002 
• [42] Designing Tax Policy in Federalist Economies: an Overview Inman R.P., Rubinfeld D.L. 

Journal of Public Economics 1996 
• [43] Horizontal and Vertical Indirect Tax Competition: Theory and Some Evidence from the USA 

Devereux M.P., Lockwood B., Redoano M. Journal of Public Economics 2007 
• [44] Incumbent Behavior: Vote-Seeking, Tax-Setting, and Yardstick Competition Besley T., Case 

A.  American Economic Review 1995  
• [45] Decentralized Targeting of an Antipoverty Program Galasso M., Ravallion M. Journal of 

Public Economics 2004 



• [46] Do Local Officials Know Something We Don’t? Decentralization of Targeted Transfers in 
Albania Alderman H. Journal of Public Economics 2000 

• [47] Just Rewards? Local Politics and Public Resource Allocation in South India Besley T., Pande 
R., Rao V. The World Bank Economic Review 2011 

• [48] Efficiency and Rent Seeking in Local Government: Evidence from Randomized Policy 
Experiments in India Duflo E., Fischer G., Chattopadhay R. Working Paper 

• [49] Corruption and the Costs of Redistribution: Micro Evidence from Indonesia Olken B.A. 
Journal of Public Economics 2005 

• [50] Tax me, but Spend Wisely? Sources of Public Finance and Government Accountability 
Gadenne L., American Economic Journal: Applied Economics 2017 

• [51] History, Institutions, and Economic Performance: the Legacy of Colonial Land Tenure 
Systems in India Banerjee A., Iyer L. American Economic Review 2005  

• [52] Interacting Regional Policies in Containing a Disease Chandrasekhar A.G. , Goldsmith-
Pinkham P. , Jackson M.O. , Thau S. Working Paper 2020 

• [53] https://www.washingtonpost.com/world/2020/04/07/coronavirus-latest-news/ 
• [54] Are State Governments Roadblocks to Federal Stimulus? Evidence on the Flypaper Effect 

of Highway Grants in the 2009 Recovery Act Leduc S. , Wilson D. American Economic Journal: 
Economic Policy 2007 

• [55] The Flypaper Effect Hines J.R. , Thaler R.H.  Journal of Economic Perspectives 1995 
• [56] How Sticky are Local Expenditures in Italy? Assessing the Relevance of the Flypaper Effect 

Through Municipal Data Gennari E. , Messina G. International Tax and Public Finance 2014 
• [57] The Overspending and Flypaper Effects of Fiscal Illusion: Theory and Empirical Evidence 

Turnbull G.K. Journal of Urban Economics 1998 
• [58] Sources of Revenue and Government Performance: Evidence from Colombia Martinez L.R. 

Working Paper 2019 
• [59] Do Oil Windfalls Improve Living Standards? Evidence from Brazil Caselli F. and Michaels 

G. American Economic Journal 2013 
• [60] What happens when a woman wins an election? Evidence from close races in Brazil Brollo 

F. and Troiano U. Journal of Development Economics 2016 
• [61] Does decentralization increase government responsiveness to local needs? Evidence from 

Bolivia Faguet J. Journal of Public Economics 2004 
• [62] Voting, lobbying and the decentralization theorem Lockwood B. Economics & Politics 2008 
• [63] Do Government Audits Reduce Corruption? Estimating the Impact of Exposing Corrupt 

Politicians Avis E., Ferraz C., Finan F. Journal of Political Economy 2018 
• [64] On the Number and Size of Nations Alesina A. and Spolaore E. Quarterly Journal of 

Economics 1997 
• [65] Central versus local provision of public goods: a political economy analysis. Besley, T. and 

Coate, S. Journal of Public Economics 2003 
• [66] The break-up of nations: a political economy analysis Bolton, P. , Roland G. Quarterly 

Journal of Economics 1997 
• [67] Distributive politics and the costs of centralization Lockwood B. Review of Economic 

Studies 2002 
• [68] Fiscal decentralization and governance: a cross-country analysis Mello L. and Barenstein 

M, IMF working paper 2001 
• [69] The local electoral impacts of conditional cash transfers. Evidence from a field experiment 

Labonne J. Journal of Development Economics 2013 

https://www.washingtonpost.com/world/2020/04/07/coronavirus-latest-news/


• [70] Decentralization and Political Institutions Enikopolov and Zhuravskaya, Journal of Public 
Economics 2007 

• [71] Decentralizing antipoverty program delivery in developing countries Bardhan P. , 
Mookherjee D. , Journal of Public Economics 2005 

• [72] Political decentralization and corruption: Evidence from around the world Fan, Lin and 
Treisman, Journal of Public Economics 2008 

• [73] Bailing out expectations and public health expenditure Bordignon M. and Turati G. Journal 
of Health Economics 2009 

• [74] Risk sharing and industrial specialization: regional and international evidence Kalemli-
Ozcan, Sorensen and Yosha American Economic Review 2003 

• [75] International risk sharing and European monetary unification Sorensen and Yosha Journal 
of International Economics 1998 

• [76] Vertical versus horizontal tax externalities: an empirical test Bruehllart M. and Jammetti 
M. , Journal of Public Economics 2007 

• [77] Do local government fiscal spillovers exist? Evidence from counties, municipalities and 
school districts Isen A. Journal of Public Economics 2014 

• [78] Tax competition among U.S. states: racing to the bottom or riding on a seesaw? Chirinko 
R.S. and Wilson D.J. Journal of Public Economics 2017 

• [79] The tax gradient: spatial aspects of fiscal competition Agrawal D.R.  American Economic 
Journal: Economic Policy 2015 

• [80] Does elite capture matter? Local elites and targeted welfare programs in Indonesia Alatas 
V., Banerjee A., Hanna R., Olken B., Purnamasari R., Wai-Poi M. AEA Paper and Proceedings 
2019 

• [81] Self-targeting: evidence from a field experiment in Indonesia Alatas V., Banerjee A., Hanna 
R., Olken B., Purnamasari R., Wai-Poi M. Journal of Political Economy 2016 

• [82] The slave trade and the origins of mistrust in Africa Nunn N., Wantchekon L., American 
Economic Review 2011 

• [83] Pre-Colonial ethnic institutions and contemporary African development Michalopoulos S 
and Papaioannou E. Econometrica 2013 

• [84] The erosion of colonial trade linkages after independence Head K., Mayer T.,Ries J. Journal 
of International Economics 2010  

 

 

 

 

 


