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ABSTRACT

In this paper we examine the vote over income tax schedules in a society in
which individuals may have various degrees of altruism. Specifically, we study
whether the conjecture that societies where individuals feel concern for each
other are more favorable to income redistribution than societies made of egois-
tic individuales is true. In this respect, we set up a simple and plausible model in
which altruistic individuals turn out to unanimously oppose tax increases.
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1. INTRODUCTION

In this paper we examine the vote over income tax schedules in a society in
which individuals may have various degrees of altruism. Specifically, we study
whether the conjecture that societies where individuals feel concern for each
other are more favorable to income redistribution than societies made of egois-
tic individuales is true. In this respect, we set up a simple and plausible model in
which altruistic individuals turn out to unanimously oppose tax increases.

To the best of our knowledge, the literature on voting over income tax
schedules has focussed on the case of egoistic individuals'. The case for altruistic
individuals poses a number of specific difficulties. In the first place, the very no-
tion of altruism is but the mere negation of egoism and gives room for any arbi-
trary degree of concern for each other. There are too many degrees of
freedom, so that by appropriately chosen wheights to the well-being of others
one can obtain radically different scenarios. Further, in an economy with indivi-
duals who differ from each other in their abilities and incomes, what kind of re-
lationship —if any— is most appropriate to assume between altruism felt and this
characteristic? In fact, there is also the question whether the deserving of some-
body else's esteem has to be correlated with income.

In order to have a more determinate model of voting over taxes by altruistic
individuals, we have borrowed the model of endogenous formation of interper-
sonal esteems developed in Esteban and Kranich (2001). Following their work,
we consider a production economy in which each agent contributes labor to the
production of a single consumption good. The agents differ in their productivi-
ties, and their wage earnings are subject to a purely redistributive linear income
tax. Individuals have private, or direct, preferences over their own consumption
bundles, but they also have social, or extended, preferences which reflect their
esteem or concern for others. We consider the particular example in which
agents revise their esteem for others in view of the amount of labor they supply
relative to the mean?, increasing their esteem for those who supply more than
the mean level of effort and decreasing their concern for those who supply less®.
We focus on the stationary outcomes of this dynamic process.

' The seminal paper of Roberts (1977), followed by Meltzer and Richard (1981), are the
basic references. Recently, the literature has concentrated on the case in which individuals
vote for political parties. The papers by Cukierman and Meltzer (1991), Alesina and Rodrik
(1994), Persson and Tabellini (1994), and Roemer (1998 and 1999) are relevant here.

2 Thus, for example, if people work 40 hours per week on average, then those who work
more are perceived as being industrious and those who work less are perceived as being lazy.

* The role of esteem in explaining social behavior has already been strongly emphasized by
Homans (1961). There, he develops the view that agents reward other agents' highly valuable
actions with greater esteem.
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There are two types of stationary equilibria. In one all individuals conform to
the standard of behavior and supply precisely the mean level of effort. Here,
there is no social exclusion and altruism is inversely related to income. This
equilibrium is attainable only if there is sufficient redistribution relative to the
degree of inequality in individual productivities. In the other type of equilibrium
society becomes stratified into two or three clusters: one group of highly pro-
ductive “winners” who work more than the average number of hours and earn
the full admiration of everyone, a second group of low productivity “losers”
who work less than the mean and earn no esteem from others, and possibly a
third group consisting of those with intermediate productivities who supply
exactly the mean number of labor hours and may garner a range of esteem le-
vels. We then focus on the equal effort equilibrium and investigate whether a
majority of individuals would favor an increase in taxation. On this respect, we
obtain the surprising result that for all the taxes compatible with this steady
state equilibrium individuals will unanimously favor a decrease in taxation. Since
this result holds true for all taxes associated with this type of equilibrium, it fo-
llows that these equilibria will not persist if individuals had to vote over income
taxation.

In the next section we describe the model and then proceed to describing
the two types of steady states possible. Section 4 addresses the issue of the in-
dividual valuation of a change in taxes and proves the main result. The last sec-
tion discusses the implication of this result and argues that it is likely to be
pervasive to all models with altruistic sentiments.

2. THE MODEL

Our model shall closely follow the one laid down in Esteban and Kranich
(2001).

We consider an n-agent production economy in which agents have different
abilities and each contributes labor to the production of a single consumption
good’. Let N={1...,n} denote the set of individuals. Each derives direct utility
from consumption and disutility from labor. However, their well-being also de-
pends on their extended or social utility derived from the direct utility experien-
ced by others.

We assume that all agents have the same direct preferences represented by
the utility function

* Our description of the economy is similar to that in Sen (1966) and Ray and Ueda (1996).
However, we depart from Sen in that we endogenize the extent of individual concern for
others. This issue is addressed in the following section.

88—
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u=u(c,L),

where c¢ denotes the consumption good and L denotes labor.

In order to permit an explicit characterization of individual behavior we shall
restrict our attention to the following specification:

ulc,L)=c —%LZ. (2.1)
The social utility of individual i given by
n
Ui = aiju- , (22)
,Zl j

where o(ij measures the sympathy or concern felt by individual i toward indivi-

dual j. We assume o(ij <al, for all i,j and we normalize sentiments by taking

al =1 for i=1..,n. We also assume ol >0 for all i,j, thus excluding malevolen-

nxn matrix of coefficients by a®.
Let us now introduce our assumptions concerning production.

Esteban and Kranich (2001) assume a CES production function with each in-
dividual labor type as an independent input. They demonstrate that the degree
of labor input substitutability plays no role in the qualitative results there obtai-
ned. In order to facilitate the explicit analysis of equilibria we shall take the sim-
plest form of production function in the CES family: the linear case. Specifically,
we shall asume that

Y=ZBiLi, B;=0 and Zﬁiﬂ, (2.3)

where B, measures the productivity of individual i. Without loss of generality,
we will assume that the agents are ordered such that B, <B, <...<B,,.

The marginal productivity of L; is

For later reference, it will be useful to note that for the case in which L =L,
forall j=1...,n, we have

Y(L)=L. (2.5)

> The critical assumption for our results is that aij is bounded below, even if this is an arbi-
trary negative number. We take the bound to be zero for convenience.

—9—
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We suppose labor income is taxed at a given rate t0[0]] and the proce-

edings are redistributed equally among all agents. The tax schedulle is thus li-
near.

Individual after-tax disposable income is

Tiwh Lh

yi = (-1wL +hlea (2.6)

which is entirely consumed, so that c; = ;.

Given the wage vector w, the tax rate t, and the altruism coefficients o,

the choice problem facing individual i consists of selecting the labor supply L; to
solve:

mLax U(L). (2.7)

Substituting from (2.1), (2.2) and (2.6), (2.7) can be rewritten as
n .D T " wiL D n .
maxza;gl—r)NJLj+l—h=l X (2.8)
L & g 2

Since U; is concave, an interior solution to (2.8) is given by

L; =Wigl— 1)+ T%D (2.9)

n .
where q; = Z a;j is the total altruism felt by i. Equation (2.9) then describes the
=1

optimal behavior of an individual when facing the parameters <w, T, ai>.

Collectively, given the technology, parametrized by g =(g,,....8,), as well as 1
and a, an equilibrium consists of n-vectors L and w such that for all iON,L;

satisfies (2.9) and w; = g—: =B

The expresions above describing individual behavior closely follow the ones
obtained in Esteban and Kranich (2001).

3. EQUILIBRIUM INDIVIDUAL SENTIMENTS

As in Esteban and Kranich (2001) we let individual sentiments for each other
agent be determined endogenously. Individual sentiments are reflected in the
coefficient matrix o .

— 10 —
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The key element of the model is the assumption that each individual formu-
lates a standard of behavior for others. In our case, such a standard consists of
an expected labor supply. Then if individual j's actual labor supply exceeds i's

standard for j, then i increases its esteem for j. Conversely, if j supplies less
than the standard, then i lowers its esteem. If j exactly conforms to i's stan-
dard, then no adjustment occurs.

Treating time as a discrete variable, let L;(t) be j's actual labor supply at time

t,L,(t) be the amount of labor i thinks j should contribute at t, and aj(t) be the
esteem i feels for j at t. Then we require only that oj(t+1)2aj(t) as L, (t)2L; ().
Alternatively, we write

al(t+2)=g;lal ()L, 0)- L (1), (3.1)

where g; is an arbitrary function that is nondecreasing in both arguments, boun-
ded above by 1, bounded below by 0, and g;(a,0) = a, and we assume g; is gi-
ven.

Then given (B,1), a stationary equilibrium is a triple (aL,w) such that (L,w) is
an equilibrium with respect to (3,1,a), as defined above, and for all i,j,i # j.

In the present paper we concentrate on the simple rule that each agent takes
the mean behavior as the societal norm and judges other agents' actions accor-
dingly. Thus, anyone supplying labor in excess of the mean earns additional res-
pect, while anyone contributing less loses respect. Notice that in this case all
agents revise their coefficients uniformly, that is, all revise their concern for, say,
j in the same direction (with the exception of | herself). Stating this formally, let

L(t) denote the mean of {L(t)....L,(t}. According to the mean standard of
behavior,L;(t) = L(t), for all i,j=1...,ni #].

As shown in Esteban and Kranich (2001), the model we have described has
two types of stationary solutions. One corresponds to the case in which
everyone conforms to the average behavior. In this case, whatever is the matrix
of coefficients necessary to support such an equilibrium, it will clearly be statio-
nary since no agent will have reason to modify its esteem for any other agent. In
the second type, society is divided into clusters: one set of individuals who
conspicuously work more than the average and earn maximal esteem/concern
from others, another set who work less than the mean and garner no esteem,
and possibly a third set who work precisely the average.

As shown in their Proposition 1, a common effort equilibrium exists if and
only if

LSl S RS (3.2)
n-1 f,
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In words, it requires a minimum level of redistribution for individuals to de-
velop altruistic sentiments for each other sufficient to support a common effort
equilibrium.

From (9), we can obtain that in a common effort equilibrium we shall have
that there is a level of labor supply L and individual sentiments for each other
such that,

L =B Bl— 1)+ T%E, (3.3

for each individual i =1...,n.

Clearly, there are multiple common effort steaty state equilibria. Condition
(12) states that for that for any 7 satisfying this inequality, there exist a0[0,n] and
L >0 such that (13) is satisfied for every individual i. For each L, (13) defines a
relationship between a and B which entails that individuals with lower producti-
vity are more altruistic than individuals with higher productivity. Notice that, since
all individuals work the same amount of hours, income will be positively correla-
ted with productivity. Hence, altruism will be inversely related to income.

Given L and B, the maximum degree of altruism corresponds to the indivi-
dual with the lowest productivity B,, and the smallest altruism to the largest
productivity B,. Since o; 0O[1n], feasibility requires that

g =-d-th 1 (3.4)
T T By
and
g =_L-th, 1 _, (35)
T T B,

The two restrictions together imply (3.2).
Finally, observe that the equilibrium levels of labor supply L satisfy

Ball- 1)+ <L <py (3.6)

In the second type of equilibria society is partitioned into clusters. There can
be two or three clusters formed by the individuals supplying above and below
the mean labor supply, and possibly a middle group comforming to mean beha-
vior. As shown in Esteban and Kranich (2001), a necessary condition for the
existence of a three-cluster equilibrium is that

Bo+m ~Po+1 < (m _1)T . (3.7)

Bp+m  N-Tb

where b and m are the size of the groups supplying labor below the mean and
at the mean, respectively.

— 12—
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Notice that (3.7) generalizes restriction (3.2), which is necessary and suffi-
cient for the existence of a common effort equilibrium. Indeed, this corresponds
to the case in which m=n and b =0. Also, (3.7) sets an implicit upper bound on
the size of m. As 1 - 0 the RHS - 0 and hence the support of the productivi-
ties of the eventual members of the middle class vanishes. Further, since
m<n-2 and b>1, we have

(m—l)T < (n—3)T. (3.8)

n-tb ~ n-t

Therefore, a necessary condition for the existence of a three-cluster equili-
brium is that

Bb+m B Bb+1 < (n _3)T _ (39)

Bo+m n-t

Clearly, the lower is 1, the smaller the permissible support for the distri-
bution of productivities of the middle class and hence the smaller that class
will be.

In this second type of stationary equilibrium individual preferences are such
that the group with low labor supply earns no esteem from the rest of society,
while the ones performing above average are admired by everyone. In this case
we can properly speak of social exclusion towards the poor.

4. VOTING OVER TAX SCHEDULES

In the previous section we have seen that there are two scenarios possible.
In one, we have that the entire population conforms to a common pattern of
behavior and that the endogenously generated sentiments, while being inversely
related to income, do not show any form of discrimination on the basis of indi-
vidual characteristics. Indeed, the nature of the equilibrium does not depend on
how individuals allocate their total altruism among their fellow citizens. In the
second scenario, the way esteem is allocated is indeed positively correlated with
individual productivity.

Let us now consider the different attitudes towards taxation. Intuitively we
should expect that in the clustered equilibrium, because of the universal admi-
ration felt towards the highly productive individuals, even the poor might not be
favorable to taxing the rich. Further, because of the, again universal, lack of es-
teem for the poor no one would value the equalizing transfers of the linear tax
system as beneficial. Therefore, the most plausible outcome is that redistribu-
tion would be minimal, if any.

— 13—
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Let us now consider the case for taxation in a society at the common
effort equilibrium. Here, all individuals display positive degrees of altruism
and hence there are good reasons to expect a more favorable attitude
towards high taxation. It is true that sentiments need not be directed towards
the very poor. In equilibrium, each individual can allocate her total esteem
quite freely. But, at least if we restrict to equilibria in which all individuals ha-
ve a preference for the poor we would expect a majoritarian support for high
taxation.

In this section -and this is the main result of this paper- we shall prove that,
contrary to the above intuition, even in an altruistic equilibrium taxes always are
universaly disliked.

We shall examine the individual valuation of a marginal change in taxes. Of
course, we shall assume that individuals are aware that a change in the tax
schedule will vary not only her own labor supply but that of everybody else in
the economy as well. This change will affect both aggregate output —and hence
total tax collection— as well as individual utility due to a different labor supply.
To this effect, we shall take that individual labor supply schedules are public
knowledge.

Further, labor supply depends on individual altruism, which in turn would be
eventually influenced by the new tax. In that respect, we assume that individuals
are not that sophisticated and that take current preferences as fixed.

In the tradition of the literature of voting over taxes, our exercise will consist
of computing the change in the (social) utility of each individual induced by a
marginal variation in the tax rate -and the corresponding uniform transfer. The
next step is to check for the monotonicity of this derivative with respect to in-
come (or labor supply or productivities). The point then is to verify whether the
median voter would or not be favorable to an increase in taxation. Because of
the monotonicity of the marginal utility of taxation one can deduce whether a
majority would favor an increase in taxation.

Let us compute the marginal utility of taxation for individual i.

Differentiating the (social) utility of individual i (2) with respect to t we
have

du; _ i
where,
du; dc; dL.
AJ = ] — ] —LJ J (42)
dt dt dt

Is the marginal direct utility of a change in taxation for individual j.
Differentiating individual consumption (6) and labor supply (9) we have

— 14 —
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—_nl. 3 OLJ 0 Y dLJ
A= BJLJ+(1 t)BJ p +6 E%%L i3
_a YLi,opy
=BiLj- ('- -(1- t)B)a ag‘n@
_ Y2 (N7 2N705 opYQH
_ nB,%t _ %( g até{ng (4.3)

-8 -1t - -0+ -0 0 2V

otgnpQ
H oY
=_Bj2Ei_t+tEEgD+_H H
H B oogng

By combining (19) and (21) we have that the marginal utility of taxation is the
weighted sum of the terms A;, which in turn are the sum of a term equal for all

individuals -%EBXEE- and a term that varies with j, that is, with the productivity
n

parameter B. To establish whether % IS monotonic with respect to income -

and to B - observe first that

Q)lQ,
Q)lQ)

2

|

2HYH
tonQ

It is immediate that, for all equilibria in which individual altruism varies mo-
notonically with the productivity parameter, the expression above will be also
monotonic with respect to productivity.

We now need to assess the properties of the terms

2D i B
_BJ E._t'l't%ga

Multiplying and dividing them by

O] ajﬁ
d-t+t—p
0 nn

we finally obtain

(4.4)

l_Ht?njg 5

__p24_ a; Y

B B'% t+tn% J. +6tDnD
l_Ht?ng
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where
m%g
A = n
: O] Gjﬁ
g_—t+t—D
0 nQg

It can be readily verified A; is decreasing in a;.

Using this fact in (23), we have the following Lemma.

Lemma 4.1. For all equilibria in which labor supply is non-decreasing in 8
and altruism is non-increasing in 3, we have that A decreases with (.

Specifically, in all common effort equilibria A decreases with 3.
From Lemma 1 it follows (certainly in the common effort equilibria) that

-BnEL t+tED‘—B2 QHYHsA --Blﬂ t+tE&§D’f—HYH (4.6)

E 0F otgnQ otonQ

Let us now compute the derivative of the tax revenue with respect to the
marginal tax rate

otgnQ n n

B« zBJ[B, L]H- EZY—ZBJ?%
J
Using (3) and (9) we find,

n- ch
atDFD_HEZBJ ZtZBJ n (48)

Using (26) in the left hand side of (24) —which we denote LHS(24)- we have
that

ORYHY .y ZB-——— szn_aj=
]

4.7)

2 GZH
LH824—— B, ZtZBJ - —np2 +ntp> n—”D=
0

_1 2 _ Zn_GJD (2 Zn_ann"'anEH_
_H%BJ 2t2[3] - D—%“Iﬁn tnp; - - %— (4.9
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Let us now examine the terms

B? E— ot E
n
Using (9) we can write

~a;0
% E -B7t '+B ‘B@jtn SEepL =

=, (3; - ,-)+B,~L,~ ZZBJ'LJ'BJZ =B

Differentiating B with respect to B we have,

oB

dL
- ZB‘dB - 2p;

: I oL ;
We know that L; < 8;and that, in a common effort equilibrium, a_BJ =0.
j
Hence, in the common effort equilibrium we shakk have that
a_B <0

This means that

op
Bﬁ%—Zt ZE—Ztn_Gj%Bf%—Ztn_alé (4.10)
n n
Therefore, going back to (27)

0 B} a
LHS(24)>1mB§B—2tuH—nB§§—”+°‘“tn GJ% (4.12)
23 O n Q0 n n

Observe now that the RHS of (29) is negative. We have thus found a lower
bound for LHS(24).

Let us now examine the right hand side of (24), RHS(24).The expression will
be the same as in (27) where a, and B, take the place of (a,.B, ) Hence

RHS(24) = % Z [3,-2%— 2t
J

Using (28) we finally have that

n+0(1tn—(11
n n

21~ (4.12)

2 n + 0(1 Dn 0(1 (413)

RHS(24) < 3; O - Eﬁ
We have thus proven our main Proposition.

— 17—
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Proposition 4.2. In any common effort equilibrium and for every tax rate all
individuals will unanimously prefer a decrease in taxation.

The statement of the Proposition above is valid for all common effort equili-
bria and tax rates compatible with it. Hence, it follows that no common effort
equilibrium is sustainable as a political equilibrium.

5. DISCUSSION OF THE MAIN RESULT

Let us start by stressing the meaning of our result. The statement of our
Proposition is valid for all economies described by our model in Section 2 that
posses an equilibrium in which all individuals supply the same amount of labor
time and altruism is inversely related to income. We do not need this altruism to
emerge endogenously. Our model of endogenous formation of individual senti-
ments plays the role of showing that this particular situation is not arbitrary, but
can be a natural outcome of the described process of updating of individual sen-
timents

It is somewhat paradoxical that even allowing for altruism to be allocated
with a positive bias towards the poor, in any common effort equilibrium, there
Is a unanimous preference for tax reductions. In this section we will discuss this
result in some detail. We will first uncover the economic arguments behind the
mathematical derivation and examine later the generality of our result. As we
shall see, our negative result opens interesting questions about taxation in an
economy with altruistic individuals.

Let us first consider the derivative of the individual (social) utility with respect
to the tax rate t. This is given in expression (19) and consists of a weighted ave-
rage of the direct individual marginal utilities with respect to t. The key point is
whether this average is non-negative for the majority of individuals, at least for
some value of the tax rate t. The way the literature has handled this problem
has been by examining whether the marginal utility with respect to taxation is
monotonic with income (or productivity) and then verify for which tax rate
would the marginal utility of the median voter be zero. Lemma 1 shows that
under some reasonable assumptions —certainly satisfied in a common effort
equilibrium— indeed individual direct marginal utilities are monotonic with res-
pect to productivity (and income). Yet, our main proposition establishes that
even the marginal utility of the poorest person will be negative and hence nobo-
dy will be supporting an increase in taxation.

The point we want to stress is that the difficulty in having a majoritarian
support for taxation might be an endemic problem in economies with altruism.
It may well be that the strong result that even the poorer person is negative to

— 18 —
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an increase in taxes heavily depends on the simple assumptions we have made
concerning preferences and technology. Suppose now that we had a different
specification for which marginal utilities were still monotonic and strcitly positive
for poor individuals. Consider for a moment the social marginal valuation by the
most productive individual. If this agent also is the most egoistic —say o, =1-
only her own private disutility will enter into her valuation and hence would op-
pose an increase in taxation. Let us now consider to poorest person, who also is
the most altruistic —say o, =n—. Her social marginal valuation will give equal
weight to her positive direct marginal utility than to the negative marginal utility
by the most productive person in the economy. Take now the second poorest -
who will be less altruistic- and assume that her altruistic feelings are preferably
directed in favor of the poor so that she stops being concerned about the most
productive individual. In view of (19), it is clear that the social marginal valuation
by this individual will be higher than that of the poorest person in the economy.
Going now to the other end of the economy —and assuming the same pattern
for the allocation of altruism- the second most productive individual will consi-
der her own direct disutility as well as the positive marginal utility of the poorest
individual, with an ambiguous net result. It is plain that the social marginal valua-
tion by the different individuals will not be monotonic with respect to income
even if private marginal valuations are.

The puzzling conclusion is, that contrary to first intuition, in altruistic socie-
ties the poor might not be favorable to an increase in taxation when altruism is
negatively related to income. In general, we cannot expect a monotonic social
marginal valuation by the different individuals. Hence, there are little hopes that
the case of voting over taxes can be handled.

Our model of endogenous formation of individual sentiments shows that the
negative relationship between altruism and income is a common feature of ALL
steady state equilibria that this model possess. Therefore, in as much as our
model captures actual patterns of behavior, our paper demonstrates that indivi-
dual attitudes towards taxation need not be monotonically related to income.

— 19 —
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2. Los trabajos deberdn enviarse por duplicado a la Subdireccion de Estudios
Tributarios. Instituto de Estudios Fiscales. Avda. Cardenal Herrera Oria, 378. 28035
Madrid.

3. La extensibn méaxima de texto escrito, incluidos apéndices y referencias
bibliogréaficas sera de 7000 palabras.

4. Los originales deberan presentarse mecanografiados a doble espacio. En la primera
pagina debera aparecer el titulo del trabajo, el nombre del autor(es) y la institucion a la
que pertenece, asi como su direccién postal y electronica. Ademas, en la primera
pagina aparecera también un abstract de no mas de 125 palabras, los codigos JEL y las
palabras clave.

5. Los epigrafes irdn numerados secuencialmente siguiendo la numeracion arabiga.
Las notas al texto irdn numeradas correlativamente y apareceran al pie de la
correspondiente pégina. Las formulas matematicas se numeraran secuencialmente
ajustadas al margen derecho de las mismas. La bibliografia aparecera al final del
trabajo, bajo la inscripcion “Referencias” por orden alfabético de autores y, en cada
una, ajustandose al siguiente orden: autor(es), afio de publicacion (distinguiendo a, b, ¢
si hay varias correspondientes al mismo autor(es) y afio), titulo del articulo o libro,
titulo de la revista en cursiva, nimero de la revista y paginas.

6. En caso de que aparezcan tablas y graficos, éstos podran incorporarse
directamente al texto o, alternativamente, presentarse todos juntos y debidamente
numerados al final del trabajo, antes de la bibliografia.

7. En cualquier caso, se debera adjuntar un disquete con el trabajo en formato word.
Siempre que el documento presente tablas y/o gréficos, éstos deberan aparecer en
ficheros independientes. Asimismo, en caso de que los graficos procedan de tablas
creadas en excel, estas deberan incorporarse en el disquete debidamente identificadas.

Junto al original del Papel de Trabajo se entregara también un resumen
de un maximo de dos folios que contenga las principales implicaciones de
politica econdmica que se deriven de la investigacion realizada.
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PUBLISHING GUIDELINES OF WORKING PAPERS AT THE
INSTITUTE FOR FISCAL STUDIES

This serie of Papeles de Trabajo (working papers) aims to provide those having an
interest in Public Economics with a vehicle to publicize their ideas. The rules gover-
ning submission and selection of papers are the following:

1. The manuscripts submitted will all be assessed and may be directly accepted for
publication, accepted with subjections for revision or rejected.

2. The papers shall be sent in duplicate to Subdireccion General de Estudios Tribu-
tarios (The Deputy Direction of Tax Studies), Instituto de Estudios Fiscales (Institute
for Fiscal Studies), Avenida del Cardenal Herrera Oria, n° 378, Madrid 28035.

3. The maximum length of the text including appendices and bibliography will be no
more than 7000 words.

4. The originals should be double spaced. The first page of the manuscript should
contain the following information: (1) the title; (2) the name and the institutional affi-
liation of the author(s); (3) an abstract of no more than 125 words; (4) JEL codes and
keywords; (5) the postal and e-mail address of the corresponding author.

5. Sections will be numbered in sequence with arabic numerals. Footnotes will be
numbered correlatively and will appear at the foot of the corresponding page. Mathe-
matical formulae will be numbered on the right margin of the page in sequence. Biblio-
graphical references will appear at the end of the paper under the heading “References”
in alphabetical order of authors. Each reference will have to include in this order the
following terms of references: author(s), publishing date (with an a, b or c in case there
are several references to the same author(s) and year), title of the article or book, name
of the journal in italics, number of the issue and pages.

6. If tables and graphs are necessary, they may be included directly in the text or al-
ternatively presented altogether and duly numbered at the end of the paper, before
the bibliography.

7. In any case, a floppy disk will be enclosed in Word format. Whenever the docu-
ment provides tables and/or graphs, they must be contained in separate files. Fur-
thermore, if graphs are drawn from tables within the Excell package, these must be
included in the floppy disk and duly identified.

Together with the original copy of the working paper a brief two-page
summary highlighting the main policy implications derived from the re-
search is also requested.
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