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1. current tax function T'(Y')
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In principle: #1 and #2 ==» easy
#3 usual deal

Diamond (1998) and Saez (2001)
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[0 Heterogeneity

Conclusions
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Heterogeneity

Introduction

Model

Main Results

Applications

[l Top Tax Rate
O Flat Tax

0 Progressivity

[0 Heterogeneity

Conclusions

groups=1,..., N
(9 and  U'(c,Y,0)

unobservable ;
single T'(Y)
== average efficiency condition

observable ;
multiple 7*(Y")
- [\ efficiency conditions

observation:
> T'(Y) =T(Y) may be Pareto efficient
> never optimal for Utilitarian
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Conclusions

Introduction

Model

Main Results

Applications

Conclusions
[0 Conclusions

Pareto efficiency ==» simple condition
generalizes zero-tax-at-the-top result

Pareto inefficient == [affer effects

flat taxes may be optimal...

...more progressivity always efficient
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