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Abstract

Government usually tends to have two options. They can either pursue a tax revenue maximizing strategy or a growth
maximizing strategy. The two approached do not necessarily go hand in hand. This paper derives and empirically
estimates a simple laissez faire optimal taxation model from the perspective of economic growth. The finding is that
governments tend to systematically over tax the economy which leads to suboptimal allocations. Politicians tend to prefer
high taxation over a cut in public spending i.e. a reduction in public sector jobs.
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1. Introduction

Economic growth is a result of many different factors such as capital, consumption, innovation, employment, exports,
population growth, increased wage levels etc. Previous studies such as for example Solow (1956) Ramsey (1928) and
Rebelo (1991) have all discussed different types of theoretical growth models. In the Solow model the savings rate is
assumed to be exogenously given and constant. The Solow model derives a basic differential equation for capital in the
economy. The Ramsey model combines the equation of motion for capital derived in the Solow model and a new
equation of motion of consumption in an expanded growth framework. Note that in the Ramsey model the savings rate is
no longer constant but rather dependent on the equation of motion of consumption. Bradley et al. (1995) explain that the
neoclassical growth models such as the Solow and Ramsey model assume diminishing return to capital. This implies that
rich countries with an abundance of capital will have lower return to capital and poor countries with a scarcity of capital
will have higher return to capital. Assuming free and global capital markets it means that capital will flow from rich to
poor countries and over time income ratios between countries will converge to unity. Razin and Yuen (1996) further
explain that the importance of endogenous population growth and free capital markets are often overlooked by the
neoclassical growth theory. In their paper they found that capital income taxes have a much larger effect on the
long-term growth for an economy under endogenous population growth and free capital mobility. DeLong and Summers
(1991) on the other hand provide evidence in support of the neoclassical model and its focus on capital investment. The
same with Lawrance (1991) who found that low-income households have a much higher consumption rate (lower
savings rate) compared to high-income households. High income households are also likely to get richer over time
which would lead to lower risk preference.

Endogenous growth or new growth theory was developed in the 1980s as a direct response to the limited neoclassical
growth thinking. The most basic version of the endogenous growth is the AK-model (Rebelo, 1991). In the AK-model
the return to capital is no longer diminishing as in the Solow and Ramsey model due to the broad definition of capital i.e.
human and physical capital. The main advantage of the AK-model is that it can explain long run growth without relying
on technological progress and population growth. Economic growth in the AK-model is determined by the accumulation
of physical and human capital. Human capital represents the knowledge and skills that people accumulate over time
through education, on-the-job training, learning-by-doing or specialization (Yang & Borland, 1991). Now economic
growth is essential in order to create new jobs, economic development and increase a nation’s living standard. In this
paper we will investigate the relationship between taxation and economic growth. More specifically we will answer the
question is it growth optimal for a country to have a high or low tax rate? There are two basic schools of thought when
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it comes to the purpose of the government from a fiscal policy perspective. In a Laffer model the main goal of the
government is to maximize government tax revenues. In a Scully (1991) model the main goal of the government is to
maximize economic growth. Dominating governments such as Sweden, Germany, and France set the tax rate to maximize
economic revenue, which is in line with the Laffer model. Others more liberalized governments such as Ireland set it to
maximize economic growth, which is in line with the Scully model.

2. Theoretical Modeling Framework

Scully (1991, 1995, 1996, 1999) found that on the average, countries reaches their maximum economic growth rates when
they collect no more than 19.3 percent of GDP in taxes. In general the growth optimal tax rate is much lower than the
revenue maximizing tax rate. Some countries tend to prefer to pursue a growth maximizing policy over a revenue
maximization policy. Scully further calculated that such revenue maximizing tax rate would be around 30 percent of GDP.
Scully’s parsimonious model taxation model is also directly related to the optimal size of the government given that all
spending are financed though tax revenues. The production function in the Scully model is given by:

Y (t) = BL* (G(1))®2 * (1-T) =Y (t—1))*° )
Where B1, B2 and B3 are basic parameters, y () is the output in the economy at time t, g(t-1)is the government
produced goods at time t-1, Tis the tax rate and vy(t-1) is the output in the economy at time t-1. The expression
(1-T) =Y (t—1)can further be interpreted as the private produced goods at time t-1. It is also interesting to note that given a
5% annual increase in government spending i.e. G(t)=1.05+G(t—1) output in the Scully model will grow exponentially

faster with a low tax rate than with a large tax rate. This is illustrated in Figure-1. We can also see that if the tax rate is
higher than 32% then the economy will not grow at during those ten years. We can now analyze some dynamics in
continuous time. If we subtract y) from both sides of our previous equation and notice that

Y[t+1]-Y[t] = lim(At — O)[Y[t + At] - Y[t] = diff (Y[t],t) then we will get the first equation seen below. The second equation

represents the equation of motion for government spending. We can see that government spending has a positive growth
over time (1+ ). The expression (1+y)+T =(G(t) /(Y (t))*g represent the supply side sluggishness in the economy i.e. the

non responsiveness government spending and tax cuts.

diff (Y (t),t) = BL* (G(1))®* * (L-T) *Y (t-1))** - Y (t) @
diff (G(t),t) = L+ ) - (L+y) *T *YG(S)g o

We can now plot the phase diagram as seen in Figure-2. Point A represents a situation with small sluggishness and large
taxes. Point B represents a situation with small sluggishness and small taxes. We can see that a tax cut increases GDP
and hence the government can afford to increase spending. Now Point D represents a situation with large sluggishness
and large taxes. Point C represents a situation with large sluggishness and small taxes. We can see that a tax cut did not
increase GDP. The increase in government spending to force economic growth will in this case increase debt. We can
now look at some other results derived from of the Scully model. As previously we assume that the production function is
given by:

Y, = BL(G,) ™ #(L-T)*Y, )" Q)

The government produces goods that can now either be finance through taxes (T), debt (D) or seniorage (S) ie printing
money which means that the government produced goods at time t-1 can be written as: G _, =Y, *T+D+S Which gives

us:

Y, = BL# (Y, #T + D +5)% #((L-T) *Y, )" ®)
We now need to acknowledge the extra cost related to debt and money printing D+S=D+S—¢*(D+S) Where 4
represents the marginal cost of debt and money printing which is given by the interest rate i plus the inflation rate ii. If we
plug in those expressions into our previous equation we get the following expression:

Y, = Bl# (Y, *T + D+S— (i +ii)*(D+8)) # (A-T)*Y,,)* (6)
We now take the first difference of the above equation which gives us:

Y, =Y,y = BLx (Y, #T + D+ S — (i +ii)* (D +8)) *(A-T)*Y,)* -Y,, (7

We can now analyze the dynamics. Figure-3 illustrates two difference scenarios. One scenario where the government
prints a lot of money as a fraction of debt S=D*0.7 and one scenario where the government prints a smaller amount of
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money as a fraction of debt S=D*0.1. It turns out that both equilibriums are stable equilibriums. A stable equilibrium is
characterized by the fact that the rate of change becomes zero i.e. vy =v_,. The only difference between the equilibriums

is the equilibrium value. The economy in the first scenario will converge to a much higher GDP equilibrium than in
the second scenario. It also tunes out that for the first scenario to happen the money-printing-to-debt ratio has to be equal
to or larger than 44%. This means that borrowing without any seniorage is not a valid strategy for a government that
wants to maximize GDP over time. The first strategy is also called an inflation taxation strategy because significant
amount of wealth is transferred between the private and public sector due to inflation. We can now assume that the total
cost of debt and money printing is larger than the revenue of debt and money printing (i+ii)*(D+S)>D+S. This

effectively means that the government will not pursue "non-optimal™ sources of financing such as debt and money
printing which leads to that the government will finance all its government produced goods though taxes G _ =Y, *T.

This means that our previous equation:

Y, =Bl#(Y_, *T +D+S — (i +ii) *(D+8))®2 # (A-T) *Y,,)™ )]

is reduced to:

Y, = BLx (Y, #T)% 5 ((L-T) Y, ) ©

We simplify the above expression and divide both sides by Yt-1 so we get:

th (1) Y, P BT B 4 (14 T) (10)
t-1

We now assume that the production function has constant return to scale which means that

B3=1-B2 > B3+B2=1-B2+B3-1=0 (11)

Since y,_°=1 we can write our previous equation as:

YY—t:(—l)Ba*Bl*TBZ*(—1+T)Ba (12)

t-1

which can be written as:

R L #(1-T)B (13)
t-1

We now define the growth rate of output Y. _, 5 _ Wwhich means that we can write the previous equation as:

t-1

Q=BI+T2%(1-T)® (14)

We again note that we have constant return to scale B3=1-B2 \which means that we can write the previous equation as:

Q=BLxT B2 (1-T)"® (15)

We can now solve for the optimal tax rate (growth maximizing) by setting diff (0, T) =0

oo BT P2 xB2#(1-T)"™ BLxT®2x(1-T)"** x(1-B2) (16)
T 1-T

We solve for T which means that the optimal tax rate is given byT* =B2. In Figure-4 we can see the different optimal
tax rates given a fixed amount of economic growth. We again note that the economic growth in the economy is given by

Q=BL*T 2 #(1-T)"®2 (17)
We will now manipulate such an equation inorder to estimate the parameters empirically.
QBT T) (18)
1-T
which can be written as:
Q _ BIxT® (19)
1-T @-T)®
or as
B2

Qg T (20)
1-T @-t)
We now take the logarithm on both sides which gives us:
In[i} —InBL+ B2+ In[L} (21)

1-T 1-T
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We can again interpret B2 at the optimal tax rate i.e. how much of GDP per capita should a country tax in order to
maximize economic growth.

3. Empirical Estimation

We can now estimate the above equation by running a simple regression. The data is collected from the World Bank
Development Indicator, 2004. The data consisted of two different series: GDP per capita growth and percent of GDP
collected in tax revenues. The analysis was done on twelve different countries all with different growth and tax rates.
The countries that were included are New Zealand, Chile, Brazil, Australia, Mexico, Argentina, Pakistan, Paraguay,
South Africa and United States, Germany and Kuwait. The analysis consisted of data from the years 1982 until 2002.
We can in Figure-5 see the growth rate in GDP per Capita for the twelve countries. In Figure-6 we can see the
percentage of GDP collected in tax revenue for the different countries.

We can in Figure-7 see the regression line and the empirical observations. On the x-axis we have the transformed
expression for the tax rate and on the y-axis we have the transformed expression for the growth rate. We can see that the
fit is comparatively good. We should also note that R2square is very high 0.66. The interpretation is that that our model
explains 66 percent of the variation in economic growth per capita which must be considered very good. Since the
absolute value of TstatB2 is larger than 2 it means that our optimal tax rate variable B2 is significant so we can interpret
the result. Now B2 is equal to 0.111 which means that the optimal tax rate is reached when a country collects 11 % of
GDP in tax revenues. This means that anything above 11% would be considered a dead weight loss which the
government could reclaim by lowering the taxes to a growth optimal level of 11 % of GDP.

B1=0.395 TstatB1=39.741 Significant =true
B2=0.111  TstatB2=20.959 Significant =true
R? =0.666274340

4, Conclusion

The government can either run an expansive fiscal policy, which means a reduction of taxes or increased spending, or
they can run a contractive fiscal policy, which means an increase in taxes or a reduction in spending, or they can simply
keep a neutral position. In general, an expansive policy is said to be growth-enhancing will a contractive policy is said to
be growth contractive. There are two main reasons for why the government choice to implement taxes. The first reason
is to finance public goods such as for example national defence, schooling or health care. The second reason is to change
the existing allocation of resources i.e. wealth redistribution. If the existing allocation of resources is inefficient then the
government can implement a Pigouvian tax that corrects the negative externality and increase the efficiency. One
example of a Pigouvian tax in for example environmental economics can be a pollution tax. Note that if the existing
allocation of resources already is efficient then the government will introduce a dead weight loss when they introduce a
tax. The size of the dead weight loss will depend on the size of the tax. A large tax will have a larger dead weight loss
than for example a small tax.

This paper has discussed optimal taxation from a growth maximization perspective. The conclusion derived from the
empirical estimation is that a country will maximize their economic growth rate by collecting 11 percent of GDP in
taxes. It is obvious that not many countries are perusing such an aggressive growth policy. The question therefore
becomes why? The only reason the author can think of is that politicians usually tends to solve a budget deficit with an
tax increase rather than a cut in spending which in many cases involves reducing the number of public sector jobs. The
question that one should ask oneself is if it is realistic for a government to ensure that public sector jobs have a larger job
security than private sector jobs in a recession when the cost of such job security for a fraction of people is reduced
economic growth for the whole economy.

38 ISSN 1923-3981  E-ISSN 1923-399X



www.sciedu.ca/rwe Research in World Economy Vol. 3, No. 1; March 2012

References

Bradley, J., O’Donnell, N., Sheridan, N. & Whelan, K. (1995). Regional Aid and Convergence, Ashgate publishing
Limited, Aldershot, UK

DelLong, B. & Summers, H. (1991). “Equipment Investment and Economic Growth”, Quarterly Journal of Economics
106: 2, pp. 445-502. http://dx.doi.org/10.2307/2937944

Dornbusch, R. & Fischer, S. (1993). Macroeconomics, McGraw-Hill, New York

Lawrance, E. (1991). “Poverty and the Rate of Time Preference: Evidence from Panel Data”, Journal of Political Economy,
vol. 99, no 1, pp 54-77. http://dx.doi.org/10.1086/261740

Ramsey, F. (1928). “A Mathematical Theory of Saving”, Economic Journal, Vol. 38, No 152, pp.543-559.
http://dx.doi.org/10.2307/2224098

Razin, A. & Yuen, C. (1996). “Capital Income Taxation and Long-run Growth: New Perspective”, Journal of Public
Economics, vol 59, nr 2, pp 239-263. http://dx.doi.org/10.1016/0047-2727(95)01504-3

Rebelo, (1991). “Long-Run Policy Analysis and Long-Run Growth”, The Journal of Political Economy, Vol 99, No 3,
pp 500-521

Scully, G. (1991). “Tax Rates, Tax Revenues and Economic Growth”, Policy Report No. 98, Dallas, TX: National Center
for Policy Analysis.

Scully, G. (1995). “The growth tax in the United States”, Kluwer Academic Publishers, Public Choice 85 71-80

Scully, G. (1996). “Taxation and economic growth in New Zealand”, Pacific Economic Review, 169-177.
http://dx.doi.org/10.1111/j.1468-0106.1996.tb00182.x

Scully, G. (1999). “Unfinished reforms: Taxation and economics growth in New Zealand”, Journal of Private Enterprise,
92-114

Solow, R. (1956). “A contribution to the theory of economic growth”, Quarterly Journal of Economics, Vol 70, pp
65--94. http://dx.doi.org/10.2307/1884513

Yang, X. & Borland, J. (1991). A Microeconomic Mechanism for Economic Growth, The Journal of Political Economy,
Vol. 99, No. 3, pp. 460-482. http://dx.doi.org/10.1086/261762

550 .

500

450

Growth GDP

400+

330

01 0z 03 04 05
T T T T T T T T 1 Tax Rate

&
0 3004
o]

time
‘— High Tax Rate — Low Tax Raie|

-100 4

Figure 1. GDP Growth and Tax Rate

Published by Sciedu Press 39



www.sciedu.ca/rwe

Research in World Economy

Vol. 3, No. 1; March 2012

40

LR EEEEEEEREERE R b b
LI T T T T T I A A A A AT A Pars
7_¥¥¥\«\z\‘o‘.&\z¥&i& R A R A AP A g
L T T I I T 74 I I I A AN s g
6_&\,\,&.\,\‘@&\,&% O O P G A Pl gl g i
5_&\,\,\.\.\\%&,L 4 e R
Pohoho %o b % kb P A S A
Ggd v v WA § W e e e e e
Y ARV (R ey« s e S M
31 Y tw T — T T -
Y ’\A‘\ T i L e e hth L
2_/;r I N R e i e i
14 F R s S s s s e e o o
e e e e e e e e e e e e T T T
I S NN - | -
1 2 3 4
Y
Figure 2. Optimal Taxation and Economic Growth
Seniorage=D*0.7 Seniorage=D*0.1
118 100
116
114 95 1
112
1104 904
108
106 851
104
102 801
100 : : . , . ; ; 5
0 5 10 15 20 0 5 10 15 20
time time

Figure 3. Seniorage over Time

ISSN 1923-3981

E-ISSN 1923-399X



www.sciedu.ca/rwe

Research in World Economy

Vol. 3, No. 1; March 2012

Optimal Tax—=0.1 Optimal Tax—0.6
0.7 ER
0.6 4
0.4 |
0.5
0.1 0.3+
0% oz
0z
01 -
01
o ; v v . : o y T T '
0 0.2 0.4 05 03 o 0.2 0.4 0.8 L
T
T
Optimal Tax—0.3 e Optimal Tax—0.8
TER
0.5
0.4 -
0.4
0.5
0.3
0z
0.z
01 - o1
0 ; : v . . o . . . J
0 0z 0.4 o o= 1 i a2 o P B
T T
Optimal Tax=0.5 Optimal Tax—=0.9
0.5 - 07 4
0.6 -|
0.4 4 |
0.5 -
0-% 1 0.4 -|
0.z 037
0z |
01 1
0.1
] . . . J i T . T
0 0z 0.4 06 oz 1 o 0z 0.4 0.6 1

Figure 4. Optimal Taxation and Economic Growth

Published by Sciedu Press

41



www.sciedu.ca/rwe

Research in World Economy

Vol. 3, No. 1; March 2012

0. '"MNew Zealand" "Chile" "Brazil' "Australia" "Mexico" "Argentina" "Pakistan" "Paraguay’ "South Africa’ "United States" "Germany" "Huwait"
gz 1133 —1168 —1588 —4247 —2863 —6401 TERE —6.540 —5127 —2.995 —06830  —1651
g3 1432 —5270 —5438 4026 —6274 2304 3930 —5815 —5.887 3.384 1332 5.632
"19g4" 3.932 £.239 3122 3.620 1428 0.6783 2274 0.1373 4.018 £.354 3.191 1.297
"9ES" 0.1360 5421 5812 2712 04807  —8044 4743 1.009 —6.450 2.900 2387 —7.445
"19gg" 1.939 3897 5922 0B%7Z —5692 6339 1727 —2817 —2.225 2.423 237 3.776
"M9ET —04368 4847 1683 1769 —01537 1507 3684 1411 0.2544 2.441 1323 3,408
"o — 1475 5531 —18%7 2337 —07134 —3307 4826 3.405 1.434 3.219 3332 —1308
1989 —0.8534  B.697  1.500 1.991 2218 —8s588 2320 2.943 0.1329 2.530 3111 30.36
oot — 1467 1924 —580 —1566 3101 —3427 1842 03332 —2.326 06754 43817 i
"9l — 2646 6179 —0.3249 —1.003 2296 1147 2429 —0.1998 —3.037 —1.588 4.333 i
"9zt 004352 1041 —203% 2429 1.738 1073 5039 —0.7622 —4.159 1887 1.465 0
"o 5.257 5331 1338 2800 01133 4745 —07608 1539 —0.8817 1.453 —173 2501
154 31.896 4024 4334 3.151 2.559 4 660 1.167 0.6391 1.052 2.793 1.395 1.082
"1gasn 1632 B.046 2768 2872 —7813  —39319 2413 2302 0.9093 1.386 1571 —2183
"o 1.862 5857 1321 2377 3.533 4389 2300 — 1043 201z 2.285 04340 —7.420
"1997 01130 5901 1945 3212 5.232 6997  —1382 02308 0.3243 3.144 1197 —3.205
"oogn 04300 2522 —1182 4081 3,569 2826 01147 —2674 —1587 2.996 1.936 07665
" gggn 4.404 —2434 —04604 2813 2193 —4291 1193 —1777  —0.3984 2.828 L9g7  —5.339
200" 2058 1075 3128 0G6LEE 5035 —1672 176 —2.552 0.9624 2473 27037 —0.08300
201" 2.871 1525 005534 2696  —1739 —5241 01082 0.3760 0.9650 —0.8337 04235 —4.723
"2002" 2812 08752 02790 1436 —05396 —1166 03975  —4428 1.766 1.351 —002002  -3.233

HMew Zealand Chile Brazil
2 ; 10H
4] H
5]
Y N
= . ,f\
1 i 46 § 10121418 1§ 20 ¢ e T e
iy -2
X 12 14 184z 20 -5
] —H
— 2 -1+
Argentina
Australia Mlexico
&+ 1
4 z]
# &
K K ;] I‘\
1 2
10 12 1416 1% Z'P 0
4 6 s01p 12 14 16 18 20 Y -z 4681D121168D

-1 -4

- -4 -]

-] & -]

—4]

South Africa
g
Pakistan Faraguay
i 3 R Jad
ES f‘ /\/\ o
1 K 2 10 1§ 14 1 an
. qo e | A
] IEIE € 1Az 14148 15
_2] —oH
1 -3
o —4 —5
2468101?1411820 _5]
-1 _&]
Fuwrait
United States Crertriany
ol 2
=] <H
H 2 1H
i
: B
2 A 0 O W
1 1 & 10 12 {91 \5&9
Y 1}
S 46 B IR 121416 18 2 IE M I T ST S 1= R Ay —inl

42

Figure 5. Growth Rate in GDP per Capita

ISSN 1923-3981

E-ISSN 1923-399X



www.sciedu.ca/rwe

Research in World Economy

Vol. 3, No. 1; March 2012

0. "MNew Zealand" "Chile" "Brazml" "Australia” "Mexico" "Argentina’ "Palistan” "Paragnay" "South Africa’ "United States" "Germany” "KWT-Kuwait"

FATA T AR AT 1e 1R h

195" 3153 303 1399 2103 13.82 3237 12 6% 1n.01 20 &n 1750 2549 3445
"1983" 29.45 3163 1385 2023 15.28 B6TT 12.79 £.060 20.68 16.58 25101 3.238
1954 2982 128 1575 1996 14.80 3914 1327 7757 2191 16.55 2504 3129
1985 31.00 3153 1600 2135 14.64 14.11 12.33 8122 2374 17.03 2515 1.938
198" 3132 17 169E 216l 14.01 1378 1347 & 241 2295 1685 24 31 2095
eyl 34.53 1993 1577 2140 15.19 12.63 i 5760 22.39 17.67 25.00 1.267
198" 33,96 1705 1468 3134 1310 347 1317 % 502 23 96 17.47 24 66 1.330
19z i 1636 1449 2166 13.89 2.325 13.71 5338 26.64 17.71 24.95 1176
BEEY 35.93 16.26 1903 2281 13.71 9367 13.32 9,168 24.30 17.38 24.24 1.545
1991 33.31 1819 1537 228l 13.53 9967 12.23 5973 24.05 17.32 26.18 02356
"199z" 30.64 18.90 1647 20.50 13.70 11.36 12.99 9.930 2171 16.93 2710 0.08581
1993 1872 1962 1350 19.86 13.53 13.65 12.33 5073 22.37 17.17 26.93 1.093
1994 3157 1895 2012 19.81 13.03 13.60 12.75 9.751 22.59 17.60 2742 1.423
1995 3107 183 0 2087 1279 12.94 1325 1113 2358 17.97 740 1174
"1995" 31.99 1983 1 21.33 12.73 12.08 13.82 10.47 24.37 18.36 26.63 09782
g7 30.21 1939 1979 2219 13.04 1241 1274 1068 2470 1277 26 58 1192
"1998" 31.06 1918 2063 2213 1171 12.59 12.83 10.60 2570 19.32 26.33 1.541
e 87 1704 10 2193 12.26 1243 13.17 9931 2569 19.41 i 3433
"z2000" 77.93 1779 1 13.22 12.94 12.27 9.943 25.38 20.26 n n
2001 I7aR 1271 0 i i 1247 1235 1014 2630 19.45 i i
"z2002" 0 0. i n n 0. 12.90 0. i 17.66 n n
Wew Zealand Chile Brazil
25 1y
3H iy
214 15
2+ 20
1+
1+
1 131 ks
174
L H——r
24 & 2 1012 14 16 12 20 T4 8 % 1012 14 16 18 20 2 4 8 21012 14 16 18 20
Australia lexco Argentina
13 1
2
1
15 1 1
1 11
ks 1
5]
o
e s 2 4 6 8 1012 1416 18 20 A
Faldst F
sran sragnay Zouth Africa
11
1
Ela
1 ol
2] 25
| 244
=S
“+ 23
2
2 2
i
2 4 6 B 10 12 14 16 18 20 27476 "8 1h1z1AT1e 18 =0 214
FRERE] 1071271471618 20
United States Grermany
2H 25 Foumrait
2
1%
15+
184 1 2
17 = )

Published by Sciedu Press

Figure 6. Percent of GDP collected in tax revenues

43



www.sciedu.ca/rwe

Research in World Economy

Vol. 3, No. 1; March 2012

44

-10.00000

1.50000 -

1.00000 4

In{(1+ G)/(1-T))

$

0.00000 5.00000
In{T/(1-T))

-5.

-0.50000

10.00000

Figure7. Regression and Parameter Estimation Taxation Model

ISSN 1923-3981

E-ISSN 1923-399X



