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Motivation, description of the research question, methodology and contribution

Motivation and Research Question

In this project, we study the consumption response to the introduction of a property tax experiment in
Italy in 2012 using panel data of consumer financial transactions.

The institutional features of the new tax regime allow us to identify the reaction of households’
consumption to a sequence of unexpected and expected income shocks occurred in the

implementation phase of the tax reform.

Institutional features — In December 2011, the new property tax regime proposed by the Italian

government lead by Mr. Monti (in office from November 2011) has been approved by the Italian
Parliament. The tax reform applied immediately from 2012. The experimental property tax has been
paid by Italian homeowners in two installments.

By June 2012 all homeowners paid the first installment, equal the 50% of the total amount of the tax
- computed using a unique tax rate set by the central government.

Between July and November 2012, each Italian municipal council started to announce and approve
the local tax rates that applied for the second installment. The local tax rates have been set at a level
higher or lower with respect to the unique tax rate set by the central government within a pre-
determined range.

Finally, by December 2012, the homeowners had to pay the total amount of their property taxes — as

established by the local governments — less the first installment.

Identification strategy

To estimate the effect of the tax announcements on consumption, we use the timing of local elections
as source of exogenous variation in the property tax rates on the main dwelling. Indeed, how has been
shown by Alesina and Paradisi (2014), municipalities without local elections in 2013 set a tax rate
about 0.1 percentage points higher than those with elections. Timing of municipal elections in Italy is
arguably random and this experimental setting has been used by Oliviero and Scognamiglio (2016) to

estimate the effect of local property taxes on property values.



Contribution to the literature

Permanent income hypothesis (PHI) implies that consumption should respond to an unanticipated
income shock. However, identifying unanticipated variation is challenging and only few
contributions in the literature offer a convincing estimate of the effect on consumption of
unanticipated shocks (for a review of the literature, see Jappelli and Pistaferri, 2010). A recent
exception is Argawal and Qian (2014) that studies the announcement by the Singapore government

of a disbursement of one-time cash payout to 2.5 million adult Singaporeans.

Consumption data — The data used in the project allows us to keep track of the dynamic effects of the

tax hikes on the credit and debit card spending and the change in credit card debt of individual
consumer financial transactions. Our data will cover the time period from 2011 to 2013 and allow us
to exploit the entire sequence of income shocks occurred in the implementation phase of the tax
reform. Surico and Trezzi (2016) provides an estimation of the effect of the 2012 property tax reform
on consumption using biannual survey data on Italian households (SHIW). Using the variation in the
self-reported amount of property tax paid by households, they found large durable expenditure cuts in
2012.

Our detailed data at monthly frequency will help in disentangling anticipated from unanticipated
component of the income shocks and will allow us to identify the exogenous variation in the tax rates
due to the local political cycles.

The tax disbursement — We observe the amount and the date on which the property tax is paid. Thus,

we can use the same exogenous variation in income using the variation at municipal level, to study
the effect of anticipated vs unanticipated component of the income shocks.

Wealthy hand-to-mouth — Housing taxes by their nature affect wealthy households and these

households might hold little or no liquid wealth. Thus, property tax hikes generate an experiment
suitable to directly test the consumption response of wealthy hand—to-mouth households, providing
evidence for validating recent theoretical contributions on the macroeconomic effects of fiscal policy
(Kaplan and Violante, 2014).

Tax hikes as opposed to a tax cut — Evidence on the effects of increases in taxes on consumption is

relevant for contributing to the policy debate on the (unintended) consequences of austerity plans.
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A short note on the data

The initial part of the project will be devoted to the organization of the individual consumer financial
transactions data provided by a leading Italian bank. Our data request is currently under discussion
with the bank and its approval is still pending.

However, given the confidentiality of the data, we won’t be able to make the dataset publicly

available. We will not use the resource of the grant for covering the data collection process.
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University of Chicago Press, 2009.

. Forecasting economic and financial variables using global VAR
(discussion) (with D. Giannone), International Journal of
Forecasting, October- December, 2009.

. Discussion: Taking DSGE Models to the Policy Environment by
Alvarez- Lois, Harrison, Piscitelli and Scott, Journal of
Economic Dynamics and Control, 2008.

10.Fiscal Divergence and Business Cycle Synchronization:

irresponsibility is Idiosyncratic (discussion) in Frankel and
Pissarides (eds) NBER International Seminar on
Macroeconomics 2005, MIT Press, May 2007.

11.The dynamic effects of aggregate demand and supply disturbances:

comment (with Marco Lippi), American Economic Review,
Volume 83, No. 3, June 1993, pp. 644-52.

12.Testing for structural change: discussion, Econometrics Review,

1989.



EBOOKS AND POLICY REPORTS

1. Reinforcing the Eurozone and Protecting an Open Society
Monitoring the Eurozone 2, CEPR Press, May 2016, Corsetti, G.,
Feld, L., Koijen, R., Reichlin, L., Reis, R., Rey, H., Weder di
Mauro, B.

2. A new CEPR Report: A New Start for the Eurozone: Dealing
with Debt (with Giancarlo Corsetti, Lars P Feld, Philip R. Lane,
Lucrezia Reichlin, Héléne Rey, Dimitri Vayanos, Beatrice Weder di
Mauro), April 2015

3. A Safe Asset for Eurozone QE: A proposal, Vox
[www.voxeu.org], with L. Garicano, November 2014

4. Deleveraging? What Deleveraging?, (with Luigi Buttiglione,
Philip R. Lane and Vincent Reinhart), The 16" Geneva Reports on
the World Economy, CEPR Press, September 2014.

5. Growth in Mature Economies, (co-edited with F Giugliano),
Center for European Policy Research, November 2013.

6. Is Inflation Targeting Dead? Central Banks After the
Crisis, Vox [www.voxeu.org], (co-editor with R. Baldwin), April
2013.

7. The New Normal (discussion), in Exit Strategy, 15 Geneva
Report on the World Economy, Blinder et al, [CMB and CEPR,
September 2013.

8. Helicopter Money as a Policy Option (with A. Turner and M.
Woodford), Vox [www.voxeu.org], May 2013.

9. The ECB Liquidity Provision in stressful times: has it been
insufficient, adequate or excessive? In IMFS Interdisciplinary
Studies in Monetary and Financial Stability 2013/1 The ECB and
Its Watchers 2012, H. Siekmann and V. Wieland (eds).

10.Macroprudential policy and monetary policy: some lessons
from the euro area (with D. Giannone, M. Lenza, and H. Pill).
Proceedings of the 13™ Annual International Banking Conference:
Macroprudential Regulatory Policies, Federal Reserve of
Chicago and International Monetary Fund, Chicago 23™ and 24™
September 2010



RECENT WORKING PAPERS AND WORK IN PROGESS

1.

The Legacy Debt and the Joint Path of Public Deficit and Debt in
the Euro Area

(with Caruso and Ricco), European Commission, Fellowship
Initiative 2014-2015, “Growth, integration and structural
convergence revisited”, Discussion Paper 010, September 2015

Exploiting the Monthly Data Flow in Structural Forecasting (with
Giannone and Monti), Bank of England Working Paper No. 509,
September 2014

. Exceptional Policies For Exceptional Time: The ECB’s Response

To The Rolling Crises Of The Euro Area, And How It Has Brought
Us Towards A New Grand Bargain, (with Huw Pill), CEPR
Discussion Paper Series, No. 10193, October 2014

Exploiting the monthly data-flow in structural forecasting, (with
Domenico Giannone, Francesca Monti), Bank of England Working
Papers No. 509, September 2014

. Money, credit, monetary policy and the business cycle in the euro

area: what has changed since the crisis?, (with Domenico Giannone
and Michele Lenza, June 2014

The ECB and the crisis (with Huw Pill), book in progress with
Prtinceton University Prerss

Tracking nominal GDP in real time (with M. Modugno), paper
presented at the UCL Conference in honour of Mark Watson,
May 2013 London

. Correlated data and the curse of dimensionality (with C. De Mol and

D.Giannone), 2013

Money, credit, monetary policy and the business cycle in the euro
area (with Domenico Giannone and Michele Lenza), CEPR
working paper 2012



SELECTED KEYNOTES ACADEMIC LECTURES AND
DISCUSSIONS

» Keynote speaker, CIRET Conference, Copenhagen, September 2016

 Invited speaker, Conference “In Honor of Michael Woodford’s
Contributions to Economics”, Federal Reserve Bank of New York,
Columbia University Program for Economic Research and
Columbia University Department of Economics, New York, May
2016

 Invited speaker, Bean Review of Economic Statistics, The Royal
Statistical Society, London, May 2016

 Invited speaker, European conference on big data, University of
Brussels, June 2016

* Lettura "Cesare Alfieri”, Florence Univerity, April 2016

* Invited speaker, AQR Institute Conference, “Is there an industrial
revolution in financial services?” presentation: big data for
economic analysis, London Business School, March 2016.

 Invited panelist “the future of monetary policy”, Farewell
Symposium for Christian Noyer Banque de France, Paris, January
2016.

 Invited panelist, IMF Big Data and Analytics Symposium,
Washington, November 2015.

 Invited panelist, Monetary Policy Implementation and
Transmission in the Post-Crisis Period” Federal Reserve Board,
Washington, November 2015.

 Invited Paper, ECB conference and policy workshop on “Debt
overhang, macroeconomic adjustment and EMU economic
governance, Frankfurt, November 2015.

« Invited discussant, “The superiority of economists,” 20™"
anniversary Fondation Banque de France, September 2015.

» Invited discussant, Federal Reserve Bank of Kansas City
Economic Policy, Symposium, Jackson Hole, US, August, 2015.

 Invited keynote speaker, Conference: From the Last Financial
Crisis to the Next: Looking on the Horizon, Bank of Finland and
University of Kent at Canterbury, Canterbury, August 2015.

* Plenary panel Session at the 30" Annual Congress of the
European Economic, Association (EEA), University of
Mannheim, August, 2015.

* Invited speaker, COEURE Workshop: Developments in data and
Methods for Economic Research, Brussels, July 2015.

» Invited Paper, ECFIN: European Commission Fellowship
Initiative, Brussels, June 2015.

» Invited speaker, The Third Barcelona GSE Summer Forum, June,
2015.

 Invited discussant, Riksbank Macroprudential Conference, 1st
annual high level conference, Stockholm.



Invited speaker, Bank of England Research Conference
(launching the BoE research agenda), London, February, 2015.
Invited speaker, “The ECB, the banks and the sovereigns”
Conference of European Economic Integration, national Bank of
Austria, Vienna, 25 November 2014.

Invited speaker, South African Reserve bank, Pretoria, August
2013.

Invited speaker, EABCN-Banque de France Conference on banks
and global spillovers, Paris, May 2013.

Invited speaker, research conference Bank of Greece on the
European Crisis, Athens, May 2013.

Invited speaker, European Economic Association, 2012

Congress, Malaga, Spain.

Annual Global Economic Lecture, organized by The Vienna
Institute for International Economic Studies and the Austrian
National Bank, Vienna December, 2010.

Invited speaker, conference Banque de France-OECD

"Structural reforms, crisis exit strategies and growth ”, Paris 9-10
December 2010.

Invited speaker, The CEPR/ESI 14th Annual Conference on "How
Has OurView of Central Banking Changed with the Recent
Financial Crisis", Izmir, 29 October 2010.

Featured Lecture, Royal Economic Society, Large Factor Models,
April 2009.

Inaugural lecture new master program in public policy, The ECB
monetary policy: operation and strategy, Paris School of
Economics March 2009.

Keynote speaker, Conference on advances in factor models,
CEMMAP, London, November 2008.

Keynote speaker at the conference "Forecasting in Rio”, organised
by

Graduate School of Economics of Getulio Vargas Foundation,
29-31 July

2008, Rio de Janeiro

Keynote speaker at the International Symposium on Forecasting,
Nice, 22-25

June 2008

Speaker at the EABCN Conference on “Using Euro Area Data:
Issues and

Consequences for Economic Analysis”, Cambridge, 27-28 March
2008.

Invited speaker on “Forecasting using a large number of predictors:
1s Bayesian regression a valid alternative to principal components?”
at Bank of England’s Centre for Central Banking Studies Research
Forum: New Developments in Dynamic Econometrics, London,
October 2007.

Invited lecture on “The Equilibrium Level of the World Real
Interest Rate” at the First Annual Risk Management Institute
Research Conference on “Capital Flows and Asset Prices: the
International Dimension of Risk”, Singapore, July



2007.

* Invited speaker, 28" CIRET Conference on Cyclical Indicators and
Economic
Policy Decisions, Rome, September 2006.

» Invited speaker, International Conference on Economics, Turkish
Economic
Association, Ankara, September 2006.

» National Centre for Econometric Research, Inaugural Lecture,
Brisbane, July
2006.

* Australasian Meeting of the Econometric Society, AW Phillips
Lecture, Alice
Springs, July 2006.

« New Zealand Association of Economists, 47" Annual
Conference, Keynote speech AW Phillips Lecture, Wellington,
June 2006

* 26th International Symposium on Forecasting, Featured Lecture,
Santander, June 2006.

* Centre for International Macroeconomics and Finance of the
University of
Cambridge, Inaugural Lecture, November 2005.

» Latin American Econometric Society, invited paper, San Paulo,
August 2002.

* World Congress of the Econometric Society, invited paper,
Seattle, August 2000.

* Frank Paish Lecture, Royal Econometric Society, Annual
Conference, July
2000.

February 2017
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Research & Communications in Economics (Undergraduate)

Teaching Assistant to Prof. Michael Greenstone Spring 2014
Principles of Microeconomics (Undergraduate)

Teaching Assistant to Prof. Jeffrey Harris Spring 2014
Research Assistant to David Autor and Parag Pathak, MIT 2010
Research Assistant to Robert Gibbons, MIT 2011-2012
Marco Fanno fellowship 2009-2011
Lilli Basile Prize, University of Naples Federico 11 2009

Referee for Journal of Public Economics

“Paid Sick Leave and Employee Absenteeism”

This paper studies the response of sickness absences to changes in the replacement
rate for sick leave. In June 2008 a national law in Italy modified both the strength of
monitoring and the monetary cost of sick leaves for public sector employees. This
paper focuses on the National Health Service, which accounts for about 21% of the
total number of workers employed in the public administration. Using
administrative data I show that absenteeism largely decreased following the reform.
I identify the effects of an increase in the monetary cost of an absence using a
differences in differences strategy that exploits variation in changes to the
replacement rate for sick leave. Under the assumption that changes in monitoring
had the same proportional impact on absenteeism within the same institutions, I
estimate that a 1 percentage point decrease in the replacement rate reduces
absenteeism by 1%.

“Cesarean Sections: Use or Abuse?”

The cesarean rate in Italy is about 39%, higher than in other European countries and
in the United States. It has been rising dramatically over the past decades and it
varies considerably across geographical areas. I show that such geographical
variation is not driven by medical need and that higher cesarean rates are achieved
by performing the procedure on less and less appropriate patients. I find no
evidence that high-use areas develop higher ability in performing cesareans. Finally,
by using both panel data analysis and instrumental variables, I show that there is no
significant relation between risk-adjusted cesarean rates and maternal and neonatal
mortality. The combined evidence in this paper suggests that lowering cesarean
rates would likely affect less appropriate patients, would not have negative
spillovers in terms of quality of the procedure and would not affect neonatal nor
maternal mortality.
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“What Happens when the Mafia Comes to Town: Evidence from Italy”

I investigate the effect of diffusion of organized crime on local economies by
examining a legal institution in force in Italy between 1956 and 1988. The law
allowed Public Authorities to force mafiosos to resettle to another town. Using
variation in the number of resettled mafia members across provinces of destination I
estimate the impact on two sets of outcomes in the provinces of destination:
incidence of crime and homicides, and employment by sector. I find no conclusive
evidence on crime or homicides. I find a positive impact on employment in the
construction sector. This effect is consistent with corruption and/or money
laundering.

“Public Doctors with Private Offices”

When public doctors are allowed to have private offices they can have incentives to
shirk in the public sector. In Italy doctors employed in public institutions can sign
exclusivity agreements. Such agreements do not allow doctors to have private
offices, in exchange for a fixed bonus and the option to see private patients within
the public institution at regulated fees. Using administrative data and exploiting a
2004 change in the discipline of exclusivity agreements I study the causal impact of
non-exclusivity agreements on doctors’ absenteeism and analyze selection into the
two types of contracts.

“The Gender Wage Gap in Italy”

This paper analyzes the gender wage gap separately for Northern Italy and the rest of
Italy. The two areas appear characterized by a different gender wage gap, positive
and significant in Northern Italy and negative and not statistically different from zero
in the area including Center, South and Islands. I use the Machado-Mata technique to
decompose the gender gap in a component explained by differences in characteristics
and a component explained by different returns to these characteristics. The estimates
show that the latter component accounts for more than 100% of the observed wage
gap at different quantiles of the distribution, suggesting that women have better
characteristics but receive lower returns. While there is evidence of sticky floors
effects, i.e. higher gender wage gap at the bottom of the distribution, in both areas,
this evidence appears stronger in Central and Southern regions. There is no evidence
of glass-ceiling effects, i.e. larger gender wage gap at the top of the distribution.
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TEACHING

e Natural Experiment in Macroeconomics (Ph.D.), University of Mannheim (Spring 2017)

e International Macroeconomics (B.A.), University of Mannheim (Spring 2017)

e Topics in Fiscal Policy (B.A.), University of Mannheim (Fall 2016)

e Fiscal Stimulus (B.A.), University of Mannheim (Fall 2016)

e International Macroeconomics (B.A.), University of Naples Federico II (2014-15)

e Macroeconomics (M.Sc.), University of Naples Federico 1T (2014-16)
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Economist, ECB (Monetary Analysis Division)
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European dimensions (PEGGED)
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2003-2005 Visiting at the ECARES-Université Libre de Bruxelles, Belgium

ARTICLES

e “Mafia and Public Spending: Evidence on the Fiscal Multiplier from a Quasi-experiment” (with

Antonio Acconcia and Giancarlo Corsetti), American Economic Review, vol. 104(7), pages
2185-2209, July 2014

“Systemic Risk, Sovereign Yields and Bank Exposures in the Euro Crisis” (with Niccold Battistini
and Marco Pagano), Economic Policy, vol. 78, pages 205-241, April 2014

“Seismic insurance model for the Italian residential building stock” (with Domenico Asprone, Fatima
Jalayer, Antonio Acconcia, Andrea Prota and Gaetano Manfredi) Structural Safety, vol. 44, pages
70-79, September 2013

“International Comovements, Business Cycle and Inflation: a Historical Perspective” (with Haroon
Mumtaz and Paolo Surico), Review of Economic Dynamics, vol. 14(1), pages 176-198, January
2011

“Nowcasting Euro Area Economic Activity in Real Time: The Role of Confidence Indicators” (with
Domenico Giannone and Lucrezia Reichlin), National Institute Economic Review, vol. 210(1),
pages 90-97, October 2009



e “Interpreting Aggregate Fluctuations Looking at Sectors” (with Antonio Acconcia), Journal of
Economic Dynamics and Control, vol. 32(9), pages 3009-3031, September 2008

e “Labor Market Dynamics and the Business Cycle: Structural Evidence for the United States” (with
Morten Ravn), The Scandinavian Journal of Economics, vol. 109(4), pages 743-777, March 2008

BOOK CHAPTERS AND EDITED BOOKS

e “Governance for the Eurozone. Integration or disintegration?” (edited by Franklin Allen, Elena
Carletti and Saverio Simonelli). Philadelphia: Wharton Financial Institutions Center, 2012

e “The Macroeconomic and Financial Landscape in the Aftermath of the 2007 Crisis: New Challenges
and Perspectives. In: The Macroeconomic and the Financial Landscape in the Aftermath of the
2007 Crisis: New Challenges and Perspectives” (with Elena Carletti and Giancarlo Corsetti), 2011,
RSCAS Policy Papers

e “Struttura sistemica, competitivita di prezzo e non di prezzo: criteri di analisi e risultati empirici”
(with Guido Cella). In “Competitivita ed efficienza dell’economia italiana: fattori sistemici e
valutazioni quantitative” (edited by Guido Cella and Angelo Zago), I1 Mulino, 2008

WORKING PAPERS

e “Banks Exposures and Sovereign Stress Transmission” (with Carlo Altavilla and Marco Pagano),
ECB Working Paper 1969, 2016

e “The Consumption Response to Liquidity-Enhancing Transfer: Evidence from Italian Earthquakes”
(with Antonio Acconcia and Giancarlo Corsetti), CPER Discussion Papers 10698, 2015

WORKS IN PROGRESS

e “Does Vote Counting Count? Labor productivity through the lens of an electoral task” (with Ethan
Tzetzki)

e “Unconventional Monetary Policies, Bank Lending and Sovereign Debt Holdings” (with Carlo
Altavilla and Marco Pagano)

e “Price Dispersion and Disasters” (with Kenneth Burdett and Aureo de Paula)

e “After the storm: How should the government react to natural disasters?” (with Antonio Acconcia
and Evi Pappa)

e “Investment-Specific Technology Shocks, Neutral Technology Shocks and the Dunlop Tarshis
Observation: Theory and Empirics” (with Morten Ravn)

e “Short-Term Forecast and Confidence Indicators: a Real Time Analysis for Italy” (with Claudia
Cicconi)

ORGANIZATION OF CONFERENCES AND SEMINARS

e “Recent Developments in Macroeconomics” — CSEF, EIEF, Northwestern University and UCL
(Alghero, 2016)

e “Macroeconomics after the great recession” — CSEF, Northwestern University and UCL (Ischia,
2015)

e “CSEF-IGIER Symposium on Economics and Institutions” (Capri, 2015)
e “Bank performance, financial stability and the real economy” (Capri, 2015)

e “2015 Review of Economics Studies May Meeteing” (Napoli, 2015)



o “Aggregate Fluctuations: Causes and Consequences” — CSEF, Northwestern University and UCL
(Ortigia, 2014)

e “CSEF-IGIER Symposium on Economics and Institutions” (Capri, 2013)
e Weekly seminar series at CSEF (Napoli, 2013)

e “Governance for the Eurozone: Integration or Disintegration?” — European University Institute
and Wharton Financial Institutions Center (Firenze, 2012)

e Weekly seminar series at CSEF (Napoli, 2012)

e “The Macroeconomic and Financial Landscape in the Aftermath of the 2007 Crisis: New Challenges
and Perspectives” — European University Institute (Firenze, 2011)

e “CSEF-IGIER Symposium on Economics and Institutions” (Capri, 2009)

SELECTED SEMINARS PRESENTATIONS

University of Bari (2005); University of Hamburg (2005); University of Padua (2005); Université Libre de
Bruxelles (2005); University of Rome La Sapienza (2005); University of Pisa (2006); European University
Institute (2007); University of Naples Federico II (2007); European University Institute (2009); Bank of
Albania (2010); Moscow School of Economics (2010); ECB (2010); European University Institute (2012);
University of Bologna (2013); Bank of Italy (2013); CSEF (2013); LUISS (2014); University of Cambridge
(2014); NBER - International Seminar on Macroeconomics (2014); ECB (2015); Central Bank of Ireland
(2016); Goethe University (2016); University of Mannheim (2016).

SELECTED CONFERENCES PRESENTATIONS

Annual Congress of the European Economic Association (Amsterdam, 2005); Workshop on
Macroeconomic Forecasting, Analysis and Policy with Data Revision (Montreal, 2005); European Forum
(EUI - Firenze, 2006); Royal Economic Society Annual Conference (Nottingham, 2006); RCEA Workshop
on Applied Econometrics and Economics (Rimini, 2007); Annual Congress of the European Economic
Association (Budapest, 2007); Small Open Economies in a Globalized World, (Waterloo - Canada, 2008);
Annual International Symposium on Forecasting, (Nice, 2008); SED (Istanbul, 2009); CSEF-IGIER
Symposium on Economics and Institutions (Capri, 2009); Annual Congress of the European Economic
Association (Oslo, 2011); CSEF-IGIER Symposium on Economics and Institutions (Capri, 2011); ERCIM
(Oviedo - Spain, 2012); Annual Congress of the European Economic Association (Gothenburg, 2013);
Economic Policy Panel (Vilnius, 2013); ISF (Rotterdam, 2014); NBER Summer Institute (2016);
European Finance Association Annual Meeting (Oslo, 2016).

REFEREE FOR THE FOLLOWING JOURNALS

American Economic Review, Economic Journal, Economica, Macroeconomics Dynamics, Journal of
European Economic Association, Journal of Monetary Economics, Journal of International Economics,
Journal of Applied Econometrics.
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