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1. Title: Zero Expected Wealth Taxes: A Mirrlees Approach to Dynamic Optimal Taxation
Author(s): Kocherlakota, Narayana R.

Abstract: In this paper, | consider a dynamic economy in which a government needs to finance a
stochastic process of purchases. The agents in the economy are privately informed about their
skills, which evolve stochastically over time; | impose no restriction on the stochastic evolution of
skills. I construct a tax system that implements a symmetric constrained Pareto optimal allocation.
The tax system is constrained to be linear in an agent's wealth, but can be arbitrarily nonlinear in
his current and past labor incomes. | find that wealth taxes in a given period depend on the
individual's labor income in that period and previous ones. However, in any period, the
expectation of an agent's wealth tax rate in the following period is zero. As well, the government
never collects any net revenue from wealth taxes.

Cited frequency:81

Full Text: 01

2. Title: Tax structures in developing countries: Many puzzles and a possible explanation
Author(s): Gordon, Roger

Abstract: Tax policies seen in developing countries are puzzling on many dimensions, given the
sharp contrast between these policies and both those seen in developed countries and those
forecast in the optimal tax literature. In this paper, we explore how forecasted policies change if
firms can successfully evade taxes by conducting all business in cash, thereby avoiding any use of
the financial sector. The forecasted policies are now much closer to those observed.

Cited frequency: 71

Full Text: 02

3. Title: Tax structure and economic growth

Author(s): Lee, Young.

Abstract: Past theoretical work predicts that higher corporate tax rates should decrease
economic growth rates, while the effects of high personal tax rates are less clear. In this paper, we
explore how tax policies in fact affect a country's growth rate, using cross-country data during
1970-1997. We find that statutory corporate tax rates are significantly negatively correlated with
cross-sectional differences in average economic growth rates, controlling for various other
determinants of economic growth, and other standard tax variables. In fixed-effect regressions, we
again find that increases in corporate tax rates lead to lower future growth rates within countries.
The coefficient estimates suggest that a cut in the corporate tax rate by 10 percentage points will

raise the annual growth rate by one to two percentage points.
Cited frequency: 66
Full Text: 03

4. Title: Dynamic Optimal Taxation with Private Information
Author(s): ALBANESI, STEFANIA
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Abstract: We study dynamic optimal taxation in a class of economies with private information.
Optimal allocations in these environments are complicated and history-dependent. Yet, we show
that they can be implemented as competitive equilibria in market economies supplemented with
simple tax systems. The market structure in these economies is similar to that in Bewley (1986);
agents supply labour and trade risk-free claims to future consumption, subject to a budget
constraint and a debt limit. Optimal taxes are conditioned only on two observable
characteristics-an agent's accumulated stock of claims, or wealth, and her current labour income.
We show that optimal taxes are generally non-linear and non-separable in these variables and
relate the structure of marginal wealth and income taxation to the properties of agent preferences.
Cited frequency: 61

Full Text: 04

5. Title: On the undesirability of commaodity taxation even when income taxation is not optimal
Author(s): Kaplow, Louis.

Abstract: An important result due to Atkinson and Stiglitz (1976) [Atkinson, A.B., Stiglitz, J.E.,
1976. The design of tax structure: Direct versus indirect taxation. Journal of Public Economics 6,
55-75.] is that differential commodity taxation is not optimal in the presence of an optimal
nonlinear income tax (given weak separability of utility between labor and all consumption goods).
This article demonstrates that this conclusion holds regardless of whether the income tax is
optimal. In particular, given any commodity tax and income tax system, differential commodity
taxation can be eliminated in a manner that results in a Pareto improvement. Also, differential
commodity taxation can be proportionally reduced so as to generate a Pareto improvement. In
addition, for commaodity tax reforms that neither eliminate nor proportionally reduce differential
taxation, a simple efficiency condition is offered for determining whether a Pareto improvement is
possible.

Cited frequency: 43

Full Text: 05

6+ Title: The Optimal Income Taxation of Couples

Author(s): Golosov, M.

Abstract: This paper analyzes the general nonlinear optimal income tax for couples, a
multidimensional screening problem. Each couple consists of a primary earner who always
participates in the labor market, but makes an hours-of-work choice, and a secondary earner who
chooses whether or not to work. If second-earner participation is a signal of the couple being
better (worse) off, we prove that optimal tax schemes display a positive tax (subsidy) on
secondary earnings and that the tax (subsidy) on secondary earnings decreases with primary
earnings and converges to zero asymptotically. We present calibrated microsimulations for the
United Kingdom showing that decreasing tax rates on secondary earnings is quantitatively
significant and consistent with actual income tax and transfer programs.

Cited frequency: 42

Full Text: 06

7~ Title: Optimal Taxation with Endogenous Insurance Markets
Author(s): Golosov, M.
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Abstract: Free-riding is at the core of environmental problems. If a climate coalition reduces its
emissions, world prices change and nonparticipants typically emit more; they may also extract the
dirtiest type of fossil fuel and invest too little in green technology. The coalition's second-best
policy distorts trade and is not time consistent. However, suppose that the countries can trade the
rights to exploit fossil-fuel deposits: as soon as the market clears, the above-mentioned problems
vanish and the first-best is implemented. In short, the coalition's best policy is to simply buy
foreign deposits and conserve them.

Cited frequency: 41

Full Text: 07

8. Title: Optimal Taxation of Top Labor Incomes: A Tale of Three Elasticities

Author(s): Piketty, Thomas
Cited frequency: 36

9. Title: Optimal taxation and cross-price effects on labor supply: Estimates of the optimal gas
tax

Author(s): West, Sarah E.

Abstract: This study estimates parameters necessary to calculate the optimal second-best
gasoline tax, most notably the cross-price elasticity between gasoline and leisure. Prior theoretical
work indicates the importance of this elasticity, but despite this, almost none of the prior studies of
commodity taxation (and none of the studies on second-best environmental regulation) actually
estimate it. Using household data, we find that gasoline is a relative complement to leisure, and
thus that the optimal gasoline tax is significantly higher than marginal damages-the opposite of the
result suggested by the bulk of the prior literature. Indeed, even if there were no externalities at all
associated with gasoline, the optimal tax rate would still be almost equal to the average gas tax
rate in the U.S. Following this approach to estimate cross-price elasticities with leisure could

strongly influence estimates of optimal rates for other important commodity or pollution taxes.
Cited frequency: 34
Full Text: 09

10, Title: Optimal Taxation when Consumers Have Endogenous Benchmark Levels of
Consumption

Author(s): Abel, Andrew B.

Abstract: | examine optimal taxes in an overlapping generations economy in which each
consumer's utility depends on consumption relative to a weighted average of consumption by
others (the benchmark level of consumption) as well as on the level of the consumer's own
consumption. The socially optimal balanced growth path is characterized by the Modified Golden
Rule and by a condition on the intergenerational allocation of consumption in each period. A
competitive economy can be induced to attain the social optimum by a lump-sum pay-as-you-go
social security system and a tax on capital income.

Cited frequency: 34

Full Text: 10
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11. Title: Optimal Taxation in Theory and Practice
Author(s): Mankiw, N. Gregory

Cited frequency: 33

Full Text: 11

12, Title: When the Joneses' consumption hurts: Optimal public good provision and nonlinear
income taxation

Author(s): Aronsson, Thomas

Abstract: This paper considers a model with nonlinear income taxation and public good
provision when people care about their relative consumption compared to others. The standard
optimality expressions are modified by terms that reflect the extent to which people care about
relative consumption. The extent to which the public good provision rule should be modified is
shown to depend critically on the preference elicitation format. The modified tax formulas imply
substantially higher marginal income tax rates than in the conventional case, under plausible
assumptions and available empirical estimates regarding comparison consumption concerns.
Cited frequency:31

Full Text: 12

13, Title: The Optimal Taxation of Height: A Case Study of Utilitarian Income Redistribution
Author(s): Mankiw, N. Gregory

Abstract: Should the income tax include a credit for short taxpayers and a surcharge for tall
ones? The standard utilitarian framework for tax analysis answers this question in the affirmative.
Moreover, a plausible parameterization using data on height and wages implies a substantial
height tax: a tall person earning $50,000 should pay $4,500 more in tax than a short person. One
interpretation is that personal attributes correlated with wages should be considered more widely
for determining taxes. Alternatively, if policies such as a height tax are rejected, then the standard
utilitarian framework must fail to capture intuitive notions of distributive justice.

Cited frequency: 28

Full Text: 13

14, Title: Human capital and optimal positive taxation of capital income

Author(s): Jacobs, Bas

Author(s): This paper analyzes optimal linear and non-linear taxes on capital and labor incomes
in a life-cycle model of human capital investment, financial savings, and labor supply with
heterogenous individuals. A dual income tax with a positive marginal tax rate on not only labor
income but also capital income is optimal. The positive tax on capital income serves to alleviate
the distortions of the labor tax on human capital accumulation. The optimal marginal tax rate on
capital income is lower than that on labor income if savings are elastic compared to investment in
human capital, substitution between verifiable and non-verifiable inputs in human capital
formation is difficult, and most investments in human capital are verifiable so that education
subsidies can directly reduce the tax wedge on learning. Numerical calculations suggest that the
optimal marginal tax rate on capital income is substantial.

Cited frequency: 27

Full Text: 14
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15. Title: GENERAL TAX STRUCTURES AND THE LEVY INSURANCE RISK MODEL
Author(s): Kyprianou, Andreas E.

Abstract: In the spirit of Albrecher and Hipp (2007), and Albrecher, Renaud, and Zhou (2008)
we consider a Lévy insurance risk model with tax payments of a more general structure than in the
aforementioned papers, which was also considered in Albrecher, Borst, Boxma, and Resing (2009).
In terms of scale functions, we establish three fundamental identities of interest which have
stimulated a large volume of actuarial research in recent years. That is to say, the two-sided exit
problem, the net present value of tax paid until ruin, as well as a generalized version of the
Gerber—Shiu function. The method we appeal to differs from Albrecher and Hipp (2007), and
Albrecher, Renaud, and Zhou (2008) in that we appeal predominantly to excursion theory.

Cited frequency: 26

Full Text: 15

16. Title: Optimal apparel supplier selection with forecast updates under carbon emission
taxation scheme

Author(s): Choi, Tsan-Ming

Abstract: Carbon emission tax is an important measure for sustainable supply chain
management. This paper studies an optimal supplier selection problem in the fashion apparel
supply chain in the presence of carbon emission tax. We consider the scenario in which there are
multiple suppliers in the market. In the basic model, each supplier offers a supply lead time and a
wholesale pricing contract to the fashion retail buyer. For the fashion retail buyer, the supplier
which offers a shorter lead time allows it to postpone the ordering decision with updated and
better forecast, and also a smaller carbon tax. However, the wholesale price is usually larger. We
propose a two-phase optimal supplier selection scheme in which phase one filters the inferior
suppliers and phase two helps to select the best supplier among the set of non-inferior suppliers by
multi-stage stochastic dynamic programming. The impacts brought by different formats of carbon
emission tax are explored. Finally, we examine an extended model in which there is a local
supplier who offers a buyback contract and accepts product returns. Insights from the analysis are
discussed.

Cited frequency:23

Full Text: 16
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