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INTRODUCTION
▶ How can public debt be reduced?

▶ Three key ingredients of the model

1. Fiscal taxonomy and multipliers: Farhi-Werning ’16, Hagedorn-Manovski-Mitman ’19,
Ferriere-Navarro ’25

2. Household heterogeneity: Galí-López-Salido-Vallés ’07, Bilbiie ’08 ’21 ’25, McKay and Reis
’16, Kaplan-Moll-Violante ’18, Auclert ’19, Luetticke ’20, Ravn and Sterk ’21,
Auclert-Rognlie-Straub ’24, Bayer-Born-Luetticke ’24

3. International: Galí-Monacelli ’05, de Ferra-Mitman-Romei ’20, Aggarwal-Auclert-Rognlie-Straub
’23, Bayer-Kriwoluzky-Müller-Seyrich ’24, Acharya-Challe ’25, Bellifemine-Couturier-Jamilov ’25

▶ Novel insight: the total fiscal multiplier

■ Output response per actual budget surplus adjustment, not per fiscal policy change

■ Ten alternative revenue- and expenditure-based instruments

■ Three main outcomes: output, trade balance, inequality

▶ Main finding (for now): substantial heterogeneity across the instruments
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COMMENT 1: TAX SYSTEM PROGRESSIVITY

▶ Canonical tax function: Tax(z) = (1 − τp)z1−γ (Heathcote-Storesletten-Violante ’17)

▶ Currently, calibrated to target a cross-sectional moment

▶

Source: Langot-Maillard-Tripier-Hairault ’25



COMMENT 1: TAX SYSTEM PROGRESSIVITY
▶ Canonical tax function: Tax(z) = (1 − τp)z1−γ (Heathcote-Storesletten-Violante ’17)

▶ Currently, calibrated to target a cross-sectional moment

▶ But in practice, γt is time-varying and is a key fiscal instrument by itself
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COMMENT 1: TAX SYSTEM PROGRESSIVITY
▶ Canonical tax function: Tax(z) = (1 − τp)z1−γ (Heathcote-Storesletten-Violante ’17)

▶ Currently, calibrated to target a cross-sectional moment

▶ If relevant for US, could be for France too

Source: Piketty ’03



COMMENT 2: LABOR SUPPLY

▶ Currently, all within-skill-type agents work the same hours

▶
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▶ Currently, all within-skill-type agents work the same hours

▶ In practice, labor participation elasticity varies across the distribution

Source: Ferriere-Navarro ’25



COMMENT 2: LABOR SUPPLY

▶ Currently, all within-skill-type agents work the same hours

▶ And steepness of the distribution of lpe over income impacts the fiscal multiplier

Source: Ferriere-Navarro ’25



COMMENT 2: LABOR SUPPLY

The problem of the young:

Vt(a−, ζ, e, s) = max
{c,a≥0}

{
log(c) − v(n)

+ βs
[
(1 − πs,ζ)

∑
e′

Ps(e, e′) Vt+1(a, ζ, e′, s) + πs,ζ Vt+1(a, o, e, s)
]}

s.t. (1 + τc)c + a =
1 + rp
1 + g

a− + (1 − τp) z(φ, e, s)1−λ + Tb T̄b(e) .



COMMENT 2: LABOR SUPPLY

Instead, can allow for discrete labor participation choice:

Vt(a−, ζ, e, s) = max
{c,a≥0,n}

{
log(c) − v(n)

+ βs
[
(1 − πs,ζ)

∑
e′

Ps(e, e′) Vt+1(a, ζ, e′, s) + πs,ζ Vt+1(a, o, e, s)
]}

s.t. (1 + τc)c + a =
1 + rp
1 + g

a− + (1 − τp) z(φ, e, s)1−λ + Tb T̄b(e)

n ∈ {0, n̄}

Must change the assumption that the union chooses unique hours for all households
(within a type).



COMMENT 3: WHAT IS THE MAIN CONTRIBUTION?

Many moving parts. What is the unifying message?



COMMENT 3: WHAT IS THE MAIN CONTRIBUTION?

First avenue: total fiscal multiplier (methodological)

Standard approach:

mY,G(h) =
∑t=h

t=0(1 + r)−t dYt∑t=h
t=0(1 + r)−t dGt

Total multiplier:

MY,G(h) =
∑t=h

t=0(1 + r)−t dYt∑t=h
t=0(1 + r)−t dSt

Re-investigate conventional wisdoms with the new approach



COMMENT 3: WHAT IS THE MAIN CONTRIBUTION?

Second avenue: fiscal policy trilemma (theorem/conjecture)

No fiscal instrument can simultaneously improve output, trade balance, and equality

Output

Equality Trade Balance

feasible pair feasible pair

feasible pair

Fiscal
Instruments



MINOR COMMENTS

▶ What is the point of the energy sector?

▶ Why permanent skill types? Non-Ricardianism from Blanchard-Yaari enough

▶ Close proximity to Langot-Maillard-Malmberg-Tripier-Hairault ’25

▶ Too many regional asymmetries. International dimension hard to follow

▶ In particular, TFP/productivity differences are very big
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CONCLUSION

▶ A comprehensive heterogeneous-agent model with a rich tax-transfer system

▶ Three main comments

1. Missing fiscal progressivity as a tool and extensive labor supply decision

2. What is the main contribution?

3. Maybe less is more? Fewer instruments, sharper takeaways
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