A bstyact

In the prdblem ofgotimal t&xatian in an econany with Ebarand cpirtal the
gotimal solutionvwhen thegoammattan ammitioassguence ofex ratless atta b
e taxo apital totead ozeroin the Imit with all the tax burden an Boar: Itis
well knonn, honeer; that this solitian is time inaaEistent; so ifthe commitmant
poneris notperfect; this saaod besttax plbn will notbe sustainebe.

W emadel eplidtly e tade @ betineen the astofrevsing the explben, ad
e bere. tofthe reisian. 4 s a result Wwhen cammitment is notpassible both
e Imitax rate ad the steedy state pital are dic erentfrom thar bek in the
saaod bestsolution. L imitiaxes an Gpitalmay bestrictly pas tive; butitmay alko
be the e that the anly sustainebe plan hes subsidies o pital T he subsidies
inducean overacaumubation oficepital Whidh beaomes acommitmantdeviae ecanst
revisias ofthe tax pin. Jaumal of Eanamicl ierature Clssi..calian rumbers,
H 21, C73.
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