Conference Agenda

Session Overview

Date: Sunday, 13/Aug/2023

1:00pm - 4:00pm

Board I: IIPF Board of Management meeting
Location: Boardroom (4th floor Huntsman Hall)
(on invitation only)

6:00pm - 9:00pm

Board Dinner
Location: Logan Country Club
(on invitation only)



Date: Monday, 14/Aug/2023

8:30am

Registration, 14 August: Registration desk (until 5:30 pm)

Location: Huntsman Hall (2nd floor)

9:00am - 9:30am

Opening

Location: Eccles Conference Center (ECC) 216

9:30am - 10:30am

Plenary I: Joana Naritomi on "Job Displacement Insurance Policies in Developing

Countries"
Location: Eccles Conference Center (ECC) 216
Session Chair: Lucie Gadenne, Queen Mary, University of London

10:30am - 10:45am

Coffee Break |

Location: Huntsman Hall (2nd and 3rd floors)

10:45am - 12:45pm

A01: Corporate Taxation 1

Location: Huntsman Hall 220

Does Tax Planning by U.S. Multinationals Impact Their Economic Activity?

Juan Carlos Suarez Serrato1, Lysle BoIIerZ, Rosanne Altshuler®

1Stanford University, United States of America; 2Duke University; 3Rutgers University

We study the impact of foreign tax planning strategies on the foreign and domestic economic activity of US
multinational corporations (MNCs). We use confidential IRS tax data to identify firms that adopt complex
tax planning strategies that target mismatches with Irish, Dutch, and Luxembourg tax law. We document
that these MNCs routed a large and growing share of foreign earnings through these tax planning
structures. We estimate effects of these tax planning strategies using a difference-in-differences
framework. These MNCs engage in behavior related to profit shifting, increasing their foreign holdings of
intangible assets and their cash held abroad significantly more than MNCs without these structures.
Adopting MNCs also experience stark reductions in foreign effective tax rates. Finally, we estimate the
effects of these structures on economic activity and find that their adoption increases domestic R\&D and
payroll, and foreign capital accumulation.

ﬁ Suarez Serrato-Does Tax Planning by US Multinationals Impact Their Economic Activity-253.pdf

Global Profit Shifting Of Multinational Companies: Evidence From CbCR Micro Data

Clemens Fuest1, Stefan Greilz, Felix Hugger1, Florian Neumeier'

Tifo Institute; 2University of Hamburg

This paper uses micro data from country-by-country reporting of more than 3 600 large multinational
companies operating in 238 jurisdictions to analyze global profit shifting. These companies report 7% of
their global profits in jurisdictions with effective average tax rates below 5%, but only 0.4% of their
employees and 3% of their tangible assets are located there. We find that globally, these companies
reduce their tax burden by EUR 53 billion (15% of their overall tax payments) by shifting profits to low-tax
countries. 60% of the profit shifting is carried out by the10% largest multinational companies. We also
investigate profit shifting channels and provide evidence suggesting that the location of IP and equity in
low-tax countries as well as the provision of loans to entities in high-tax countries play a key role for tax
planning.

E Fuest-Global Profit Shifting Of Multinational Companies-127.pdf

Tax Policy, Investment and Profit-Shifting
Katarzyna Bilicka1’2‘3, Michael Devereuxz, Irem Guceri
Utah State University; 20xford University, United Kingdom; 3NBER
Multinational firms (MNEs) often pay no tax in high-tax countries because they

shift a large fraction of their taxable income to tax havens. We build a model of tax policy and investment
that incorporates unobserved heterogeneity in MNEs’ profit-shifting capability and different costs of setting
up a tax minimization network. The model matches the distribution of taxable profit and investment in
detailed UK tax returns data. We use the model to quantify the policy tradeoff between raising tax revenue
by combating tax avoidance (via, for example, a Global Minimum Tax) and attracting investment. The
results solve a longstanding puzzle in the existing profit-shifting literature: our model reconciles the
differences between previous micro- and macro-level estimates of profit-shifting elasticities by accounting
for extensive margin decisions (to report positive or no taxable profit in a jurisdiction). We test the model’'s
predictions using a quasi-experiment from ltaly.

2

ﬁ Bilicka-Tax Policy, Investment and Profit-Shifting-377.pdf

10:45am - 12:45pm

A02: Social Security

Location: Huntsman Hall 222

The Earnings Premium of First-Degree Nepotism in the Chilean Formal Private Sector

Pablo Troncoso1’2, Javier Cortes-OrihueIa3, Juan Diaz4, Pablo Gutierrez-CubiIIos"‘, Ercio Mufioz®

1University of Georgia, United States of America; 2Federal Reserve Bank of Atlanta, United States of
America; 3University of British Columbia; 4University of Chile; Sinter-American Development Bank

Some developing countries exhibit remarkable intergenerational persistence at the top of the earnings
distribution. This persistence cannot be uniquely credited to differences in human capital. Social networks
also play a role in determining wages. Using a unique data set, we show the intergenerational
transmission of employers across parents and children in Chile. Children whose parents were in the
bottom part of the income are most likely to work at the same company. However, higher income
premiums are observed among children whose parents were in the top part of the income distribution. The
correlations are significant even after controlling by county, high school, college, and surnames fixed
effects.



ﬁ Troncoso-The Earnings Premium of First-Degree Nepotism in the Chilean Formal Private Sector-203.pdf

Optimal Fiscal Reform with Many Taxes
Daniel Carroll1, Andre Victor D. Luduvicez, Eric R. Youn93

"Federal Reserve Bank of Cleveland; 2Federal Reserve Bank of Cleveland; 3University of Virginia,
Federal Reserve Bank of Cleveland

We study the optimal one-shot tax reform in the standard incomplete markets model where households
differ in their wealth, earnings, permanent labor skill, and age. The government can provide transfers by
raising tax revenue and has several tax instruments at its disposal: a flat capital income tax, a flat
consumption tax, and a non-linear labor income tax. The optimal fiscal policy funds a transfer that is nearly
50 percent of GDP through a combination of very high taxes on consumption and capital income. The
labor tax schedule has a high average rate but is also moderately progressive. We find an identical
outcome when policy is instead determined by majority voting. Finally, we offer suggestive empirical
evidence that households' preferences for tax and redistribution are more strongly associated with political
identity than economic status.

ﬁ Carroll-Optimal Fiscal Reform with Many Taxes-213.pdf

Why Are Older Men Working More? The Role of Social Security

Zhixiu Yu'?
Louisiana State University, USA; 2Harvard University

This paper investigates the role of Social Security reforms in explaining the increase in labor supply of
older men across cohorts and evaluates the impacts of additional Social Security policy reforms. | develop
and estimate a rich dynamic life-cycle model of labor supply, savings, and Social Security application that
captures the key structure of the Social Security system, while taking into account uncertainties in health,
survival, wages, and medical expenditures. The model accurately matches the observed life-cycle profiles
of employment, hours worked, and savings by health for men in the 1930s birth cohort. It shows that
Social Security reforms account for over 73% of the observed rises in labor supply by the 1950s cohort,
with reforms to the Social Security earnings test being the most important. Additional policy experiments
suggest that fully eliminating the earnings test and reducing retirement benefits by 23% would further
increase older-age participation by 3.4 and 5.1 percent.

ﬁ Yu-Why Are Older Men Working More The Role of Social Security-218.pdf

The Welfare Costs of Misinformation: The Case of Social Security

Neha Bairoliya1, Kathleen McKiernan?

1University of Southern California, United States of America; 2Vanderbilt University, United States of
America

With an average replacement rate of roughly 40 percent, Social Security (SS) benefits provide an
important source of retirement income for older Americans. However, the total size of lifetime benefits a
household receives is a complex function of factors including age of benefit claim and labor supply
decisions. The intricacies of the rules related to this program are likely to lead to many misinformed
households who make decisions that do not maximize the size of the total lifetime benefits received. In this
work we ask: What are the welfare costs of this misinformation pertaining to Social Security rules? We
build a life-cycle model of consumption, savings, labor supply, and Social Security application decisions as
well as heterogeneity in education, marital status and SS program knowledge. Using this model, we run
counterfactual experiments to better inform public outreach policies.

ﬁ Bairoliya-The Welfare Costs of Misinformation-322.pdf

10:45am - 12:45pm

A03: Labor 1

Location: Huntsman Hall 226

Wage and Employment Effects of Wage Subsidies
Maxime Gravoueille
Paris School of Economics, France

This paper estimates the wage and employment effects of wage subsidies using a large 2015 national-
level reform in France that provides additional financial support to poor working households. While the aim
of this policy is to promote work, it can incidentally reduce wages in response to an increase in the labor
supply. Using administrative data and a shift-share IV design leveraging variation in the exposure to the
reform based on the socio-economic composition of the local working-age population, | show that labor
markets exposed to an increase in wage subsidies experience an increase in the growth rate of the
number of hours worked and a decrease in the growth rate of the average hourly wage. | find no
significant effect on pre-tax labor earnings growth at the local labor market level. These effects suggest a
pass-through of wage subsidies to wages equal to 37% on average.

ﬁ Gravoueille-Wage and Employment Effects of Wage Subsidies-100.pdf

Worker Welfare in the Gig Economy

Jack Fisher
London School of Economics and Political Science, United Kingdom

Globally, the last decade has seen rapid growth in the prevalence of individuals earning income from
digital platforms that mediate work for the solo self-employed---gig work. Policymakers suffer from a lack
of evidence that quantifies the benefits of gig work and how prospective policies affect worker welfare. |
use administrative data, which spans the UK’s food delivery market, to estimate worker surplus in this
typical gig labor market. Evidence that workers learn about their own value of gig work over time, which a
new survey corroborates, allows for the identification of the joint distribution of gig work valuations and
outside options. Estimates imply a median monthly surplus for a gig worker equal to one-third of the
median employee's monthly income, or £673. In terms of policy, attaching fixed benefits to gig work is
likely to be self-defeating if platforms pass on the associated costs to workers through, for example, lower
hourly earnings.



ﬁ Fisher-Worker Welfare in the Gig Economy-108.pdf

The Employment Effects of a Pandemic Wage Subsidy
Michael Smart
University of Toronto, Canada

We estimate the causal effects of a pandemic-era wage subsidy program in Canada on job losses and
business closures. Our estimates use administrative microdata and a regression discontinuity strategy to
estimate the effects of marginal changes in the wage subsidy rate. The estimated net wage elasticity of
employment was 0.11, implying a small aggregate employment effect of the pro- gram and an estimated
fiscal cost per job saved of nearly $200,000 per year. Subsidy payments caused a small but persistent
reduction in business closure rates during subsequent waves of the pandemic, and increased earnings of
existing employees. In all, our results suggest the subsidies did little to preserve job matches, but played a
greater role in the overall social insurance response to the pandemic.

E Smart-The Employment Effects of a Pandemic Wage Subsidy-215.pdf

10:45am - 12:45pm

A04: Behavioral 1

Location: Huntsman Hall 260

When Sharing Isn't Believing

Jimmy Narang
UC Berkeley, United States of America

People frequently share stories on social media with little additional context. | explore how this type of
coarse messaging affects receivers’ beliefs about the veracity of stories forwarded to them. Using a set of
experiments in India with ~800 pairs of real-life friends, | find that receivers over-interpret sharing as a sign
of a story's veracity and discount other reasons for sharing. As a result, receivers’ beliefs in shared stories
increase irrespective of the sharers’ belief in them, with false stories accruing greater credibility. By
comparing receivers’ updating behavior on shared stories to their updates from (i) learning the sharer’s
beliefs directly and (ii) computer-generated signals, | find several mechanisms contribute to this aggregate
bias: receivers overestimate sharers’ ability to discern a story’s veracity; mispredict how sharers’ beliefs
map to sharing decisions; and exhibit base-rate neglect and under-inference while updating, which give
the least believed stories the greatest advantage.

E Narang-When Sharing Isnt Believing-333.pdf

How Power Shapes Behavior: Evidence from Physicians
Stephen Schwab1, Manasvini Singﬂ2

1University of Texas San Antonio, United States of America; 2Carnegie Mellon University, United States of
America

Power, defined as the asymmetric control of valued resources, affects most human interactions. Yet there
is little observational evidence on how power affects real-world behavior and resource allocation. We
examine this question in the setting of the doctor-patient encounter. We exploit the quasi-exogenous
assignment of 1.5 million patients to physicians in US military emergency departments, using their
difference in military ranks to measure their power differential. We find that, keeping patient rank constant,
“high-power” patients (i.e., who outrank their physician) receive greater effort and resources from
physicians and have better outcomes than “low-power” patients. We also find that: (i) low-power patients
suffer on days their physician cares for a high-power patient; (ii) doctor-patient concordance on race and
sex is important to such power dynamics; and (iii) within-physician effort is higher for patients recently
promoted than those about to be promoted. Thus, power confers nontrivial advantage to its possessor.

ﬁ Schwab-How Power Shapes Behavior-387.pdf

Perceptual Barriers to Seeking Therapy for Depression: Evidence from a Field
Experiment

Peter Schwardmann, Chris Roth?, Egon Tripodi3

1Carnegie Mellon University, United States of America; 2University of Cologne, Germany; SHertie School,
Germany

Psychotherapy has been shown to be an effective tool to overcome mental iliness, yet a large fraction of
the population suffering from mental illness do not seek psychotherapy. In this paper, we provide evidence
on the role of misperceptions in impeding the take-up of online psychotherapy. Using a sample of 3000
individuals with depression we study the causal role of perceived social stigma and perceived
effectiveness in shaping the demand for therapy. Lowering perceived social stigma leads to a reduction in
the demand for therapy. Increasing the perceived effectiveness of therapy increases demand. Our design
allows us to disentangle the relative roles of belief changes and attention in driving observed treatment
effects. We uncover a primacy of beliefs that has implications on how to design policy.

E Schwardmann-Perceptual Barriers to Seeking Therapy for Depression-464.pdf

10:45am - 12:45pm

A05: Optimal Taxation 1

Location: Huntsman Hall 270

Optimal Dual-Regime Business Tax Systems

Rishi R. Sharma1, Joel Slemrodz, Michael Stimmelmay_rs, John D. Wilson?

1Colgate University; 2University of Michigan; 3University of Bath and ETH Zurich; 4Michigan State
University

Developing countries often use two taxes to collect revenue from firms, a turnover tax for small firms and a
profit tax for large firms. In this paper, we investigate the optimal design of this tax system and what
aspects of the environment influence its optimal structure.

We study a tax system where firms with outputs above a particular level (threshold) must pay the profit

tax. In this setting, a set of firms will reduce their outputs to the threshold to instead pay the turnover tax,
i.e., firms bunch at the threshold.



Introducing firms' tax avoidance activities in the form of cost over-reporting and under-reporting of output
enable firms to manipulate their reported outputs to meet the threshold, rather than lowering their actual
outputs. Thus, tax avoidance activities create additional bunching of firms at the threshold.

E Sharma-Optimal Dual-Regime Business Tax Systems-444.pdf

Solving Multidimensional Screening Problems Using a Generalized Single Crossing
Property: Applications to Optimal Taxation

William Dodds

Tulane University, United States of America

This paper derives necessary and sufficient conditions for allocations to be incentive compatible in
multidimensional screening problems that satisfy a generalized single crossing property. We then devise a
numerical method based on these results to solve multidimensional screening problems. Importantly, our
numerical method can be applied to multidimensional screening problems for which existing approaches
cannot be applied. We apply this method to several numerical examples in the context of multidimensional
optimal taxation. In addition to illustrating how to apply our theoretical results and implement our numerical
method, our simulations highlight the importance of bunching in optimal multidimensional taxation. Finally,
we prove that bunching must occur in multidimensional optimal taxation problems when the social planner
has sufficiently redistributive preferences.

ﬁ Dodds-Solving Multidimensional Screening Problems Using a Generalized Single Crossing Property-448.pdf

Optimal Taxation with Political Externalities

Dylan Tyler Moore
University of Hawai'i at Manoa, United States of America

When should tax policy be used to influence political donation behavior? In a model of electoral politics
where campaign spending is financed by citizen donations, inequality of political influence favoring the
"donor class" can arise. Adopting the normative stance that such inequality is undesirable (for either
welfarist or non-welfarist reasons), | characterize the optimal nonlinear tax/subsidy schedule on political
donations. Sufficient statistics for optimal policy include not only donation demand elasticities, but also the
marginal efficacy of campaign spending, and the effect of taxes on the sensitivity of donation behavior to
candidate policy platforms. Using numerical simulations, | provide proof-of-concept results showing that
this framework can rationalize real world policies such as the nonlinear subsidy schedules present in
Canada which feature generous marginal rates of subsidy on the first dollar of political donations, with a
marginal rate of subsidy that declines in donation amount.

E Moore-Optimal Taxation with Political Externalities-458.pdf

Optimal Income Redistribution
Pavel Brendler1, Arpad Abrahamz, Eva Carceles®
1University of Bonn, Germany; 2University of Bristol; 3Stony Brook University

What is the optimal income tax and Social Security policy? We set up a rich quanti- tative model in which a
Ramsey planner jointly chooses both programs by maximizing the welfare of currently alive and future
generations. We find that optimal pension system generosity depends strongly on the chosen social
welfare function. There exist reforms that deliver Pareto improvement across (but not within) generations.

E Brendler-Optimal Income Redistribution-291.pdf

10:45am - 12:45pm

A06: Children

Location: Huntsman Hall 280

The Creativity Premium
Victoria Liza Prowse, David Gill
Purdue University, United States of America

Success in life increasingly depends on key skills that allow people to thrive in education, the labor market,
and their interactions with others. In this paper, we emphasize creativity as a key skill that is essential to
open-ended problem solving and resistant to automation. We use rich longitudinal data to study the
relationship between people's creativity measured in childhood and their individual attributes and life
outcomes. We find that childhood creativity predicts labor market and educational success: more creative
individuals earn more during the course of their careers, work in higher occupational categories, and reach
higher levels of educational attainment. Our analysis of attributes further suggests that creative individuals
have a package of practical skills that allows them to thrive in work environments where learning from
experience is important. We combine insights from our findings with evidence from psychology to propose
creativity-improving interventions that could lead to substantial economic benefits.

ﬁ Prowse-The Creativity Premium-155.pdf

Compliers, Defiers and the Effectiveness of Information Interventions

Marco Castillo1, Mofioluwasademi Ige2
Texas A&M University, United States of America; 2Freddie Mac

Information campaigns have the potential to influence decisions, but how should these campaigns be
evaluated in the presence of heterogeneous responses? For example, information on the returns to
education can lead to the continuation or discontinuation of education. We propose a method that uses the
distribution of prior beliefs to identify heterogeneous responses to treatment. The method is used to
analyze an information provision RCT in Ibadan, Nigeria implemented at a critical juncture when
adolescents had to decide to stop or continue schooling. The average effect of the intervention is a 3.8
percentage point increase in the high school dropout rate one year, from a baseline of 9.4 percent. Twice
as many students changed their decisions due to the intervention, with 2 percent deciding to continue
schooling. Our results help reconcile mixed evidence on the effectiveness of information RCTs in
education and uncover mechanisms.

ﬁ Castillo-Compliers, Defiers and the Effectiveness of Information Interventions-471.pdf



School Bonds, Sorting, and the Distribution of School Capital: Evidence from California
Max B. Norton
University of British Columbia, Canada

| study the hypothesis that household sorting around school facilities explains a significant share of school
and residential segregation in the United States. The U.S. pays for most school facilities with local funds,
determined largely by the local electorate's willingness to approve the issuance of municipal debt ("school
bonds"). | evaluate a 2001 California reform that decreased the approval threshold for school bonds from
two thirds of votes cast to 55 percent. This resulted in new local funding in communities where bond
proposals had previously failed. Existing research shows that bond passage increases home values. | look
for evidence that this is associated with changes in the demographics of enrolled children via a Tiebout
mechanism. | find that the reform increased facilities outlays by up to $4,500 per student over 12 years.
Increased investment reduced income segregation by up to 1.5 standard deviations, but had no effect on
racial segregation.

ﬁ Norton-School Bonds, Sorting, and the Distribution of School Capital-460.pdf

10:45am - 12:45pm

A07: Tax Compliance

Location: Huntsman Hall 320

Coming Clean on Your Taxes

Ruud de Mooij, Sebastian Beer
IMF, United States of America

This paper develops a model to explore whether a higher detection probability for offshore tax evaders—
e.g. because of improved exchange of information between countries and/or digitalization of tax
administrations—renders it optimal for governments to introduce a voluntary disclosure program (VDP)
and, if so, under what terms. We find that if the VDP is unanticipated, it is optimal for a revenue-
maximizing government to introduce a VDP with a low or even negative penalty. When anticipated,
however, the VDP is neither incentive compatible nor optimal as it induces otherwise compliant taxpayers
to evade tax. A VDP can then only be beneficial if tax evasion induces an external social cost beyond the
direct revenue foregone, e.g., due to adverse effects on overall tax morale. We also find that governments
should relax enforcement if the VDP itself provides more powerful incentives to come clean.

ﬁ de Mooij-Coming Clean on Your Taxes-131.pdf

One Step Forward and Three Steps Back: Pros and Cons of a Flat Tax Reform
Francesco Figa_ri1, Carlo Fiorioz, Paolo Di Caros, Andrea Riganti4

1University of Eastern Piedmont, Italy; 2University of Milan; 3Ministry of Ecocomics and Finance;
4University of Milan

We use a rich administrative dataset on individual tax returns from 2008 to 2015 to

analyse the behavioural and distributive effects of a flat tax (FT) reform introduced in

2011 for residential property income in Italy. Using a difference-in-difference identification strategy, we
address five research questions: (i) does the FT increase the probability of declaring a positive rental
income to the tax authorities? (ii) does the FT increase the declared tax base? (iii) is the reduced tax
burden shared with the tenant? (iv) does the FT affect the overall tax revenue? (v) who are the gainers of
the policy? The estimated intention-to-treat effects suggest that the decrease of tax evasion is limited
whereas tax burden reduction is large, it is not shared with tenants and it mostly benefits top-income
taxpayers. Overall, top 1% of property owners reap about 20% of the overall lost tax revenues.

ﬁ Figari-One Step Forward and Three Steps Back-243.pdf

Employment and Self-Employment Transitions in Response to Differential Taxation

Justyna KIejglyg1 '2, Tomasz Zawisza>*

1Ludwig Maximilian University of Munich; 2ifo Institute; 3University College London; 4|nstitute for Fiscal
Studies

This paper analyzes the effects of a tax policy reform on high-income individuals' decision to transition
from employment to unincorporated self-employment. We use the introduction of a flat tax for
unincorporated business owners in Poland. The marginal tax rate for the highest-income business owners
decreased from 40% to a flat rate of 19%, while the highest-income employees remained subject to a
progressive tax schedule with a top rate of 40%. We find a 23% increase in the probability of high-income
earners switching to self-employment after the reform. Among those who made the transition, we observe
a rise in the proportion of long-term solo-self-employed individuals. These findings suggest that the tax
reform increased the attractiveness of self-employment as an alternative to employment but did not
necessarily increase entrepreneurship among those who switched to self-employment.

ﬁ Klejdysz-Employment and Self-Employment Transitions in Response-348.pdf

Self-Employment Income Reporting on Surveys
Christian Imbodens, John Voorheisz, Caroline Weber'

1University of Kentucky, United States of America; 2Census Bureau, United States of America; 3Bowling
Green State University, United States of America

We examine the relation between administrative income data and survey reports for the self-employed
and wage-earners from 2000 - 2015. The self-employed report 40 percent more wage and self-
employment income in survey than in tax administrative records; this nets out differences between these
two sources shared by wage-earners.

We provide causal evidence that less third-party reporting for the self-employed increases the self-
employed gap by exploiting a well-known administrative data artifact -- one and two dependent self-
employed respondents exhibit substantial bunching at their respective first EITC kinks in administrative
records. In contrast, these two groups have no observable survey income differences.

ﬁ Imboden-Self-Employment Income Reporting on Surveys-178.pdf



10:45am - 12:45pm

A08: Inequality and Welfare Programs

Location: Huntsman Hall 322

Welfare Effects In Computational OLG Models: A Normative Analysis Of Policy Changes

Pieter Van Rymenant, Dirk Van de gaer, Freddy Heylen
Ghent University, Belgium

We apply state-of-the-art methods of welfare evaluation to a computational OLG model of real-world
complexity. The model was developed by Van Rymenant et al. (2022) to study the effects of the dramatic
decline in U.S. federal estate taxes since 1980. The model features firms, a fiscal government, and a rich
household sector of overlapping generations. It captures several important heterogeneities between
households, different tax instruments, and several key decision variables from the debate regarding the
effects of estate taxation.

Keeping the estate taxes at their much higher levels of 1977-1979 (compensated by a lump sum transfer,
or by a lower capital income tax rate or a lower labor income tax rate), leads to higher welfare levels for
the bottom 55% of households, and higher equality of opportunity. Strong welfare losses are incurred only
by households just below the top of the welfare distribution: the (grand)children of the very wealthy.

ﬁ Van Rymenant-Welfare Effects In Computational OLG Models-172.pdf

Lucky to Work

Puja Bhattacharyg1, Johanna Mollerstrom
1University of Arkansas, United States of America; 2George Mason University

Inequalities are often regarded as more acceptable when they reflect differences in effort, rather than in
luck. Effort and luck are, however, often intertwined - elements of luck may decide if an individual can even
exert effort. We study redistributive behavior when luck fully determines whether an agent works. Using
survey experiments in general population samples in the United States and Sweden, we document how
spectators, tasked with redistributing income between agents, grant working agents not only more
earnings, but more implied utility, than non-workers. One reason is that pre-redistribution earnings are
treated as a stronger reference point when agents work, even when the ability to do so is randomly
determined.

ﬁ Bhattacharya-Lucky to Work-217.pdf

2

Self-Targeting in U.S. Transfer Programs

Evan Soltas, Charlie Rafkin, Adam Solomon

Massachusetts Institute of Technology, United States of America

Transfer receipt is voluntary and costly, generating "self-targeting" through selective take-up among the
eligible. How does self-targeting select on need, and what are its policy implications? We show self-
targeting is advantageous in eight U.S.\transfers: On average, recipients have lower consumption and
lifetime incomes than eligible nonrecipients with similar current incomes. Due to self-targeting, these
transfers provide 50 to 75 percent more to the consumption-poorest and lifetime-poorest than would
automatic transfers that are distributionally equivalent by income. Self-targeting makes automatic transfers
undesirable: We estimate the social benefits of self-targeting are approximately six cents per transfer
dollar, generally exceeding the social costs of ordeals.

ﬁ Soltas-Self-Targeting in US Transfer Programs-176.pdf

Implementing the Earned Income Tax Credit: shall governments design an employee or
an employer-based system?

Michel Strawczynski
Hebrew University of Jerusalem, Israel

In this paper | use a labor market equilibrium model and a social welfare analysis for comparing between
an employee-based EITC and an employer-based system. Since the labor supply of the low-wage workers
is relatively rigid, firms enjoy market power that might be used in detriment of the policy-maker's goals
when implementing an EITC system. While the employee-based system avoids coordination among firms,
and thus reduces their market power, an employer-based system allows for automatic take-up at the initial
stage of the program's implementation, which constitutes an advantage. These pros and cons in both
systems shall be weighted one against the other; for that purpose, | run simulations using empirically
plausible parameters taken from data of countries that implemented an EITC. The simulations show that in
terms of social welfare the employee-based EITC tends to dominate the employer-based system.

E Strawczynski-Implementing the Earned Income Tax Credit-195.pdf

10:45am - 12:45pm

A09: Local Public Finance 1

Location: Huntsman Hall 326

Do Accrual-based Financial Statements Improve Local Public Sector Efficiency?
Evidence from Japan

Haruo Kondoh1, Akinobu Ogawa2
'Seinan Gakuin University, Japan; 2Niigata University, Japan

After international organizations such as The Organisation for Economic Co-operation and Development
(OECD) advocated for national governments to adopt accrual accounting, the number of countries that
switched from traditional cash-based accounting to accrual accounting or amended former cash-based
accounting is increasing. This change in the accounting system is referred to as the New Public
Management (NPM). One of the core elements of NPM is enhancing budget transparency, efficiency, and
accountability of decision making using business-like management tools such as the double-entry
bookkeeping method. This study examines the impact of the “local public account revolution” on the
efficiency of Japanese local governments using a stochastic frontier approach and panel data. We present
evidence that preparing business-like financial statements may increase the efficiency of local
governments.



ﬁ Kondoh-Do Accrual-based Financial Statements Improve Local Public Sector Efficiency Evidence-135.pdf

Local Fiscal Competition and Deficits in China
Timothy J. Goodspeed1, Jiakai Zhang.2

"Hunter College and Graduate Center - CUNY, United States of America; 2New Mexico Tech, United
States of America

This paper adds to the literature by examining fiscal competition and deficit financing by local governments
in a developing country, China. We examine a unique revenue source in China, land-use premiums (a
type of property tax), in a panel dataset consolidated at the prefectural level from 2006 to 2016. Our
results indicate that fiscal competition in land-use premiums exists and is stronger among wealthier than
poorer local governments, a result that supports the view of Cai and Treisman (2005) that competition
among asymmetrically endowed regions can lead to less discipline. Moreover, we find higher local deficits
are associated with lower land-use premiums, a result that suggests that the local government does not fill
any fiscal gap with own revenues.

E Goodspeed-Local Fiscal Competition and Deficits in China-156.pdf

The Determinants Of The Financial Distress Of Italian Municipalities: How Much Is It
Due To Inadequate Resources?

Emanuele Padovani1, Francesco Porcelliz, Alberto Zanardi'
1University of Bologna, Italy; 2University of Bari, Italy

The key question of this paper is whether the conditions of financial distress recently experienced by
Italian municipalities can be at least partially imputed but also to the inadequacy of financial resources
some municipalities suffer compared to the needs of their populations and territories.

Starting from a multidimensional definition of financial distress, we investigate this issue by exploiting the
new mechanism of equalization transfers recently implemented in Italy at municipal level which provides
an exogenous measure of the resource gap possibly suffered by each municipality compared to their
needs assessed on a standardized basis.

The estimation results show that the Italian municipalities suffering from a level of resources below what is
necessary to provide public services at standard levels are, ceteris paribus, more prone to run into
financial difficulties. By the same token, large cuts in central government transfers have a statistically
significant effect on financial vulnerability at municipal level.

E Padovani-The Determinants Of The Financial Distress Of Italian Municipalities-265.pdf

Identifying Tax-Setting Responses From Local Fiscal Policy Programs
Georg U. Thunecke'5, Valeria Merlo®3*%, Georg Wamser?345, Andreas Schanbacher?

"Max Planck Institute for Tax Law and Public Finance, Germany; 2University of Tubingen, Germany;
3CESifo; *NoCeT, SRSIT

This paper studies tax policy interaction for both mobile and immobile tax bases using German
municipality-level data. We exploit exogenous changes in local tax setting associated with state debt
reduction programs in Hesse and Northrhine-Westfalia to learn about strategic interaction among local
governments when setting their taxes. Our results suggest strong and significant tax policy responses both
in corporate as well as in property tax rates. Our estimates imply response function gradients in the range
of 0.3 to 0.7, depending on the type of tax and state. Policy spillovers from property tax rates remain very
local, which is consistent with yardstick competition behavior.

ﬁ Thunecke-ldentifying Tax-Setting Responses From Local Fiscal Policy Programs-269.pdf

10:45am - 12:45pm

A10: Education 1

Location: Huntsman Hall 360

The Long-run Taxpayer Cost of Undergraduate Education

Ben Waltmann', Jack Britton'-2

TInstitute for Fiscal Studies, United Kingdom; 2University of York, United Kingdom

This paper uses newly-linked administrative data to quantify the long-run taxpayer cost of undergraduate
education for a full cohort of English university students. For each student, we estimate initial government
outlay, lifetime student loan repayments, and the effect of going to university on lifetime tax payments. We
find that the average long-run taxpayer cost of undergraduate education is substantially negative. On
average, higher lifetime tax payments alone outweigh the initial government outlay even at a high
assumed discount rate. However, this average obscures large heterogeneity by gender and subject
studied. For nearly half of all students, the long-run taxpayer cost is positive, as student loan repayments
and the effect on lifetime tax payments do not make up for initial outlays. The effect on lifetime tax
payments drives the long-run taxpayer cost of undergraduate education even in a system funded almost
entirely by income-contingent student loans.

ﬁ Waltmann-The Long-run Taxpayer Cost of Undergraduate Education-252.pdf

When Nudges Spill Over: Student Loan Use under the CARD Act

Alexander L. Brown1, Daniel Grodzickiz, Paolina C. Medina'

Texas A&M University, United States of America; 20ffice of the Comptroller of the Currency, United States
of America

Section 304 of the Credit Card Accountability, Responsibility, and Disclosure Act (2009) limited the
marketing and sale of credit cards to college students, nudging them away from these high-rate products.
While it reduced card use, we document the nudge raised student loan balances by 8.4%, 15% among the
less affluent. To assess the benefits of this substitution, we design a survey that reveals prevalent sub-
optimal financial decision-making among students tied to higher card debt. Model-based evidence
demonstrates how these results imply the policy raised welfare. A complementary analysis indicates
higher grade-point averages and on-time graduation rates resulting from the policy.



ﬁ Brown-When Nudges Spill Over-165.pdf

Income, Father’s and Mother’s Time Investment and Children’s Achievement

Kazuko Nakata
Setsunan University, Japan

Several studies have investigated determinants of children’s skill development, but the results are
inconsistent due to data limitations. This study conducted an original questionnaire survey and examined
the effects of parental time on children’s cognitive and non-cognitive skills. The time spent by mothers
helping children to study encouraged children to study longer, but the effect on test scores was small.
However, study time spent with fathers had a much larger effect, with test scores increasing by 0.09-0.11
points for an additional 100 minutes per week. Parental time also promoted children’s non-cognitive skills.

E Nakata-Income, Father’s and Mother’s Time Investment and Children’s Achievement-186.pdf

10:45am - 12:45pm

A11: Gender 1

Location: Huntsman Hall 130

The Gender Gap in Confidence: Expected But Not Accounted For

Christine Exley1, Kirby Nielsen?
"Harvard Business School; 2Caltech

We investigate how the gender gap in confidence affects the views that evaluators (e.g., employers) hold
about men and women. If evaluators fail to account for the confidence gap, it may cause overly pessimistic
views about women. Alternatively, if evaluators expect and account for the confidence gap, such a
detrimental impact may be avoided. We find robust evidence for the former: even when the confidence
gap is expected, evaluators fail to account for it. This “contagious” nature of the gap persists across many
interventions and types of evaluators. Only a targeted intervention that facilitates Bayesian updating
proves (somewhat) effective.

E Exley-The Gender Gap in Confidence-207.pdf

Peer Effects and the Gender Gap in Corporate Leadership: Evidence from MBA
Students

Menaka Hampole1, Francesca Truffaz, Ashley Wong3
1Kellogg School of Management; 2Stanford GSB; 3Stanford SIEPR

This paper studies the role of social connections in women's career advancement. We investigate whether
access to a larger share of female peers in business school affects the gender gap in senior managerial
positions. Merging administrative data from a top-10 US business school with public LinkedIn profiles, we
first document that female MBAs are 24 percent less likely than male MBAs to enter senior management
within 15 years of graduation. Next, we use the exogenous assignment of students into sections to show
that a larger proportion of female MBA section peers increases the likelihood of entering senior
management for women but not for men. This effect is driven by female-friendly firms, such as those with
more generous maternity leave policies and greater work schedule flexibility. Qualitative interviews reveal
that some of the mechanisms behind these results include emotional support, job referrals, and
information transmission.

E Hampole-Peer Effects and the Gender Gap in Corporate Leadership-258.pdf

Who You Gonna Call?: Gender Inequality In Demand For Parental Involvement

Olga Stoddard

Brigham Young University, United States of America

Prior studies find a significant inequality in time spent by men and women in heterosexual households on
child-related tasks even when both parents work full time. This inequality has been linked to gender
inequalities in a wide range of labor market outcomes, human capital accumulation, and economic
mobility. We investigate an important potential source of this inequality: external demands for parental
involvement. We pair a novel theoretical model with a large-scale field experiment and find that mothers
are 1.4 times more likely to be contacted than fathers by their child’s school. We decompose this
inequality into discrimination stemming from differential beliefs about parents' availability versus other
factors to better inform policies aimed at closing gender gaps. We experimentally test several solutions
and present evidence that gender norms are in part responsible for the inequality that we document.

E Stoddard-Who You Gonna Call-394.pdf

Designing Gender Equity: Evidence From Hiring Practices And Committees

Tatiana Mocanu
University College London, United Kingdom

This paper analyzes how different screening practices affect gender equity in hiring. | transform tens of
millions of high-dimensional, unstructured records from Brazil's public sector into selection processes with
detailed information on candidates, evaluators, screening tools, and scores. Exploiting a federal provision
that required the use of more impartial hiring practices, | find that increasing screening impartiality
improves women's evaluation scores, application rates, and probability of being hired. To understand
which design choices reduce gender disparities, | combine variation in how job processes complied with
the reform requirements with a model of hiring in which evaluator bias, tool bias, and screening precision
jointly determine relative hiring outcomes by gender. Screening changes that limit discretion in existing
hiring practices or add new impartial screening tools reduce the gender hiring gap, while policies that
eliminate subjective screening tools are ineffective because the loss of screening precision outweighs the
reduction in evaluator bias.

E Mocanu-Designing Gender Equity-376.pdf

10:45am - 12:45pm

A12: Tax Evasion
Location: Huntsman Hall 132



Tax Designation Effects on Compliance: an Online Experiment with Taxpayers

Lubomir Cingl, Tomas Lichard, Tomas Miklanek

Prague University of Economics and Business, Czech Republic

Tax designation has been a popular attribute of the tax plans in a rising number of countries, yet evidence
of its effects on tax compliance remains scarce. We conduct an online experiment with 830 Czech
taxpayers who are self-employed or standard employees. Our approach mimics the actual tax designation
mechanism: it allows subjects to express their preferences for how a part of their taxes is used by
redirecting some of the money to a non-governmental organization (NGO). We exogenously vary the
presence of the tax designation mechanism, the possibility to choose the recipient NGO from a list, the tax
rate, and the use of tax revenues. We find no consistent significant effects of the tax designation
mechanism on overall compliance, though for employees, we do find a small effect on the probability of
them being fully compliant.

ﬁ Cingl-Tax Designation Effects on Compliance-139.pdf

Do Household Tax Credits Increase the Demand for Legally Provided Services?

Lilith Katharina Burgstaller1’2, Annabelle Doerr4, Sarah Necker®
"Walter Eucken Institut, Germany; 2University of Freiburg; 3ifo Institut; 4Amazon

We study the causal effects of household tax credits on the willingness to demand legally provided
services using two survey experiments with 1.974 German homeowners. We vary the type of the tax
credit, the refund rate, and whether the tax reduction is made salient. All tax credits increase the
willingness to pay for offers with invoice. The effectiveness is significantly higher when two attractive
features are combined: consumer-friendly implementation plus high rate or the reduction is made salient.
About two thirds of respondents who would use the tax credit would have demanded an offer without
invoice also without the subsidy.

E Burgstaller-Do Household Tax Credits Increase the Demand for Legally Provided Services-224.pdf

Firm Responses to Tax Audit: Regression Discontinuity Evidence from Value Added Tax
Audit Program

Haonan Li1, Xuan Wang‘2
TSouthwestern University of Finance and Economics; 2Peking University

This paper investigates the effect of audits on tax compliance by exploiting a threshold-based Value Added
Tax (VAT) desk audit program in China and administrative tax return data. We estimate the causal effect of
audits on firm behavior using a regression discontinuity design. Our results show a significant compliance
effect of the audit, with firms reporting more taxable output the following year. Additionally, firms report
more input credit, with more reported input at higher credit level. Despite the fact that we find no significant
effect on average VAT remittance, larger taxpayers tend to remit less, which may be attributed to higher
consulting fees. Mechanism analysis indicates that the compliance effect is primarily driven by paper trail
transactions. Importantly, we find evidence that firms tend to purchase more counterfeit invoices after
audits, which highlights the need for enhanced tax enforcement measures.

ﬁ Li-Firm Responses to Tax Audit-317.pdf

Effects of Trust on Tax Compliance: An Experimental Investigation

Zhi Li", Jubo Yan?

TXiamen University, China, People's Republic of; 2Nanyang Technological University, Singapore

This paper uses laboratory experiments to investigate the effects of the taxpayer's trust in the tax authority
on tax compliance. First, an investment game is used to measure the trust between subjects in the
experiment. Then, we examine the tax compliance and auditing decisions under different trust and
information environments in a tax experiment involving both of the tax payer and the tax authority. The
experiment results show that information about trust induces significant and heterogeneous impacts on tax
compliance: the information of tax authority’s trustworthiness increases the tax compliance of low income
taxpayers while has an opposite effect on high income ones, and lead to the highest overall welfare. The
information of the taxpayer's trust in the tax authority reduces the auditing probability in the early rounds,
especially with a low fine rate.

E Li-Effects of Trust on Tax Compliance-450.pdf

12:45pm - 2:00pm

Lunch |
Location: Perry Pavillion (4th floor)

2:00pm - 3:30pm

B01: Bureaucrats and Civil Servents
Location: Huntsman Hall 220

Optimal Monitoring and Bureaucrat Adjustments

Wendy Wong
University of Chicago, United States of America

This paper examines the behavior of bureaucrats, implementing India's public employment program, as
their expectations of being audited change. Exploiting random assignment to audit timing, | find: the rate of
deterrence (in financial misappropriation) is increasing in bureaucrats’ expectations; bureaucrats evade
detection by adjusting the timing and type of misappropriated expenditure. | interpret these findings with a
model to analyze how information communicated about audit risk should be designed. | estimate a
sufficient statistic from the model to solve for the optimal signal and analyze counterfactuals. Fully-
informative signals would have persuaded bureaucrats to misappropriate USD35m less compared to
uninformative signals.

E Wong-Optimal Monitoring and Bureaucrat Adjustments-263.pdf

Family Rules: Nepotism in the Mexican Judiciary

Pablo Brassiolo1, Ricardo Estrada1, Gustavo Fajardo1, Julian Martinez-Correa?



1CAF-DeveIopment Bank of Latin America; 2Inter-American Development Bank

We show that bureaucrats can exploit discretion in hiring decisions to engage in forms of favoritism that
hinder organizational performance. We do this in the context of the Mexican federal judiciary. The arrival of
a judge at a circuit results in the hiring of 0.05 relatives to key staff positions within the following year on
average, a figure which is probably a lower bound of the overall effect. Moreover, we find that related
appointees are negatively selected in terms of educational level and that their hiring leads to a reduction in
the court's productivity, which indicates that such hires are motivated by rent-seeking rather than by
efficiency purposes. Importantly for personnel policy, nepotistic hires are concentrated among judges who
have been sanctioned for administrative offenses, those assigned to courts located in their state of birth,
and those in higher-ranking positions.

E Brassiolo-Family Rules-310.pdf

How to Target Enforcement at Scale? Evidence from Tax Audits in Senegal

Alipio Fgrrgirg1, Pierre Bachasz, Anne Brockmeyer3, Bassirou Sarr?

1J-PAL, Brazil; 2World Bank, ESSEC; 3IFS, UCL; *Senegal Finance Ministry

Developing economies are characterized by limited compliance with government regulation, such as
taxation. Resources for enforcement are scarce and audit cases are often selected in a discretionary
manner. We study whether the increasing availability of digitized data help improve audit targeting.
Leveraging a field experiment at scale in Senegal, we compare tax audits selected by inspectors to audits
selected by a risk-scoring algorithm. We find that inspector-selected audits are more likely to be
conducted, to uncover tax evasion and to detect larger amounts of evasion. We show, however, that the
tax administration invests less manpower in algorithm-selected cases, and that algorithm-selected audits
may generate less corruption, based on survey results. In ongoing work, we attempt to unpack the
algorithm’s (dis)functioning and the relevance of human capital in the audit selection and implementation
process.

E Ferreira-How to Target Enforcement at Scale Evidence from Tax Audits-446.pdf

2:00pm - 3:30pm

B02: Political Economy 1

Location: Huntsman Hall 222

Media Capture And Voters: Evidence From Austria

Timo Wochner! '2, Marcel Schlepper1'2
Tifo Institute; 2LMU Munich, Germany

To what extent does government advertising influence media content and how does media content
influence citizens’ political perceptions? The institutional features of Austria’s media market involving
highly-discretionary media funding practices allow us to test for two-way favors between the government
and the media. Linking comprehensive data on ministerial payments to daily newspapers and large-scale
data on media content, we document that payments and coverage about the minister are positively
correlated. The correlations persist even when examining within newspaper-minister pair variation,
indicating that the effect goes beyond the ideological proximity between newspapers and politicians. We
show that government advertising crowds-in positive reporting and increases slant. Finally, we combine
the analysis of how advertising influences media content with an approach that estimates the causal effect
of media content on citizens’ voting intentions. The results indicate that media content has a significant
impact on citizens’ voting intentions.

ﬁ Wochner-Media Capture And Voters-292.pdf

Online Budget Transparency and Local Elections Results

Francisco José Veiga1, Marija Opaéakz, Simona Prijakovi(:3

1University of Minho, Portugal; 2Institute of Public Finance, Croatia; 3Institute of Public Finance, Croatia

This paper empirically analyses how online budget transparency affects the electoral performance of
mayors running for re-election. The main testable hypotheses are that: (1) voters reward higher budget
transparency with higher vote shares for the incumbent mayors; and (2) the eventual positive effects of
pre-electoral increases in expenditures or reductions in taxes on the incumbent's vote share decrease as
transparency increases. These hypotheses are tested by estimating fixed-effects models on a panel
comprising up to 519 Croatian cities and municipalities in the local elections of 2017 and 2021. The
empirical results provide clear support for both hypotheses. First, higher online local budget transparency
is associated with larger vote shares. Second, increases in expenditures in the year before elections only
lead to greater vote shares for the incumbent when the level of online local budget transparency is low or
very low.

ﬁ Veiga-Online Budget Transparency and Local Elections Results-146.pdf

2:00pm - 3:30pm

B03: Macro 1

Location: Huntsman Hall 226

Is There Evidence of Expansionary Austerity in Brazil?

Benito Salomao
Universidade Federal de Uberlandia, Brazil

This article tests the expansionist austerity hypothesis for Brazil between January 2000 and December
2020 through Nonlinear Autoregressive Distributed Lags (NARDL) models. Among the results, a long-term
relationship was verified between GDP, gross and net public debt, total, direct and indirect taxes, in
addition to total, mandatory and discretionary expenses. With regard to the short-term dynamics,
measured by the Error Correction Models, the shocks that affect the Brazilian economy dissipate,
however, the adjustment dynamics is too slow for all the fiscal variables tested. It was also verified that the
short-term adjustment on the expenditure side is slower in relation to taxes and debt. Finally, the analysis
of dynamic multipliers reports that austerity policies in Brazil, undertaken on the expenditure, tax or debt
side, are expansionist.

ﬁ Saloméo-Is There Evidence of Expansionary Austerity in Brazil-101.pdf



Measuring Tax Effort

Andrey Timofeev
Georgia State University, United States of America

For over fifty years, the IMF and other international organizations have been trying to compare the tax
performance of different countries. Over this time, both data availability and sophistication of statistical
methods have improved considerably. However, these new tools cannot eliminate the fundamental
problem of imperfect information as the observed tax outcome is a joint product of unobservable tax effort
and tax capacity. This paper aims to serve as a refresher on the purposes and assumptions underlying
this kind of analytical models and to reassess the best technical solutions out of currently available
modeling approaches given improvements in the availability of longitudinal data and advances in dynamic
panel analysis made over these fifty years. Using the Pooled Mean Group (PMG) estimator in this paper,
we attempt to disentangle the long-run relationship between tax capacity and economic development from
short-run adjustments in response to economic cycles and other transient shocks.

ﬁ Timofeev-Measuring Tax Effort-115.pdf

Macroeconomic Impact of Tax Shocks:Evidence from Japan Using Narrative Approach

Nobuki Mochida
Chuo university, Japan

This paper examines the impact of tax shocks on economic activity in Japan. Following the narrative
approach pioneered by David and Christina Romer, we construct a comprehensive dataset of 486 tax
changes enacted in Japan, categorizing them into endogenous tax changes and exogenous tax changes.
Our dataset complements existing datasets for the United States and the United Kingdom. The baseline
results indicated that an one percent of an exogenous tax changes would lead to 2.66 percent drop of
output over three years. Exogenous tax increases exert a significant adverse influence on output, with
consumption as the main transmission channels. On the other hand, deficit-driven tax changes may be
less costly than other tax hike. While it depresses residential investment, deficit-driven tax changes may
be less costly on consumption than other tax changes and corporate investment consistently experiences
a prolonged expansion.

ﬁ Mochida-Macroeconomic Impact of Tax Shocks-190.pdf

2:00pm - 3:30pm

B04: Pensions
Location: Huntsman Hall 260

Who Wants (them) to Work Longer?

Benjamin Bittschi', Berthold U. Wigger?
" Austrian Institute of Economic Research; 2Karlsruhe Institute of Technology, Germany

This paper examines age-specific individual preferences for the legal retirement age. Based on a
theoretical model we develop the hypothesis that retirees prefer a higher legal retirement age than
workers, whereby just retired individuals prefer the highest retirement age. We corroborate the hypothesis
empirically with a fuzzy regression discontinuity design and show that just retired individuals are indeed
most in favor of an increasing retirement age. We conclude that in aging societies the political feasibility of
raising the legal retirement age increases. This result is of political relevance especially with regard to the
expected retirement wave of the baby boomer generation.

E Bittschi-Who Wants (them) to Work Longer-104.pdf

The Effect of Required Minimum Distributions on Intergenerational Transfers

Jonathan M. Leganza
John E. Walker Department of Economics, Clemson University, United States of America

How do households use retirement savings accounts in retirement? The answer to this question is
important for tax policy pertaining to retirement savings. | shed light on this question by studying how
households respond to Required Minimum Distribution (RMD) regulations, which mandate withdrawals
from retirement accounts upon reaching a specified age. Using data from the Health and Retirement Study
and a regression discontinuity design, | estimate the causal effects of aging into RMD regulations. First, |
establish the direct effects of RMDs in my setting and show a sharp increase in withdrawals from
Individual Retirement Accounts (IRAs). Next, | provide new evidence on the indirect effects of RMDs and
show a concurrent, discontinuous increase in inter vivos transfers. The results indicate that some
households ultimately use IRAs to facilitate intergenerational gifts, holding wealth in the tax-advantaged
accounts until required to take distributions and then passing resources to children.

ﬁ Leganza-The Effect of Required Minimum Distributions on Intergenerational Transfers-205.pdf

Beliefs about the Gender Pension Gap and the Role of Financial Literacy

Jana Schuetz
Friedrich Schiller University Jena, Germany

Old-age poverty is a problem in many countries around the world. This is particularly true for women, as
the gender gap in retirement income is large. Knowledge of these issues is therefore important, as is
financial literacy. | conduct a large representative online survey of 3,000 respondents in the United States
to examine respondents’ beliefs about the gender pension gap and whether information about the gender
pension gap changes their fairness views, perceived drivers of the gap, and policy views. | find, that
treated respondents are more likely to agree that the gender pension gap has an important direct effect on
their own lives and that it is unfair. In addition, the unequal distribution of care work and gender differences
in wages are seen as more important drivers, and support for policies such as targeted financial education
increases significantly.

ﬁ Schuetz-Beliefs about the Gender Pension Gap and the Role-337.pdf

2:00pm - 3:30pm

B05: Debt

Location: Huntsman Hall 270

Attitudes Towards Private And Public Debt: Does Language Matter?



Justyna Klejglyg1 '2, Cevat Aksoy3'4, Mathias Dollsz, Andreas Peichl1'2, Lisa Windsteiger2

1Ludwig Maximilian University of Munich; 2ifo Institute; 3King's College London; 4European Bank for
Reconstruction and Development

We investigate the causal relationship between language and people's attitudes towards private and
public debt. We provide different sets of empirical results: descriptive evidence from Switzerland's
language border, a randomized controlled trial in Austria, Germany, Switzerland, the Netherlands,
Sweden, and three countries where English is an official language, and a natural language processing
analysis of parliamentary speeches. The experimental component of our research design consists of the
randomization of wording in questions about private and public debt. We exploit the fact that the
commonly used word for ““debt" also means “‘guilt" in German, Dutch, and Swedish to explore how
respondents' attitudes towards private and public debt are affected if those negatively connotated words
are substituted with neutral ones.

The results show that neutral words trigger higher approval for private and public debt in German-
speaking countries. The study also provides evidence that language is strategically used in the political
arena.

ﬁ Klejdysz-Attitudes Towards Private And Public Debt-373.pdf

The Magic Bullet for Small Firm Finance: Unsecured Loans with Tax-based Fintech

Shigang Li1, Fanjia Pengz, Binzhen Wu2, Longjian Yang3
Sun Yat-sen University; 2Tsinghua University; 3Central University of Finance and Economics

To address the global challenge of small business finance, China has launched a fintech program that
offers unsecured loans to small firms, using tax credit and tax payment information from the tax bureau
and digitalization technology. We find that this program effectively improves small firms' access to loans,
increasing both the probability of obtaining a loan and the loan amount. It also leads to better firm
performance, including higher revenue, return on assets, and survival rate. The success of the program
depends on its general inclusiveness among creditworthy taxpayers, which allocates loans based on tax
information, prioritizes new borrowers, and reduces the impact of traditional financial metrics and
geographic distance from banks. The positive loan effects on firm performance increase with tax credit
and payment and are often stronger among the new borrowers. Therefore, it may be social optimal to
spare credit rationing on expensive private information for small firms.

ﬁ Li-The Magic Bullet for Small Firm Finance-453.pdf

Student Debt, Earnings and Life Decisions: Can Income-Contingent Loans Reduce
Constraints?

Ana Gamarra-Rondinel, Steeve Marchand, A. Abigail Payne

University of Melbourne, Australia

In the past three decades, government support of higher education has nearly tripled in Australia. Most of
the growth observed in its support of an income-contingent loan scheme that permits domestic students to
defer payment of tuition until the students have left university and have started earning an income above a
minimum threshold by the government. When this program was adopted (1989), it was applauded for its
effort to introduce tuition-fees without negatively affecting low-income student enroliments. Early research
suggested that the income-contingent repayment scheme did not negatively affect participation by low-
income students. Internationally, research has suggested that the burden of student debt negatively
affects earnings, occupational choices, and family decisions. A touted solution for addressing increasing
debt burdens is through income-contingent loans. This paper analyses a long-standing program using an
extensive panel data set on taxpayers in Australia to explore the impact of income-contingent loans on
post-schooling outcomes.

ﬁ Gamarra-Rondinel-Student Debt, Earnings and Life Decisions-277.pdf

2:00pm - 3:30pm

B06: Tax Incidence
Location: Huntsman Hall 280

Micro vs. Macro Corporate Tax Incidence

Simon Margolin
Princeton University, United States of America

This paper studies the unequal incidence of corporate taxes among workers and its consequences for
macroeconomic outcomes. Using French employer-employee data and multiple reforms over the period
2009-2019, | find a positive firm-level elasticity of labor income with respect to the corporate income net-
of-tax rate, which varies substantially across firms with different technologies. Using variation in exposure
to national reforms at the local labor market level, | show that the corresponding macro-elasticity is larger
in magnitude, suggesting an amplification mechanism in general equilibrium. | develop a model featuring
firm heterogeneity and imperfect competition in the labor market, which connects these two facts by
deriving a macroeconomic amplification from micro-level heterogeneity in tax incidence. | calibrate the
model to match the empirical results, and evaluate the short vs. long run, and micro vs. macro impact of
corporate tax reforms on income inequality and the share of corporate tax burden borne by workers.

ﬁ Margolin-Micro vs Macro Corporate Tax Incidence-401.pdf

The Effects of Corporate Taxation on Commercial Property Prices

David Gstrein, Florian Neumeier, Andreas Peichl, Pascal Zamorski
ifo / LMU, Germany

This paper brings two strands of the literature together and studies how corporate taxes causally affect
land, or specifically commercial rents and commercial property purchasing prices, by combining the
specific system of business taxation in Germany with unique data on real estate prices.

Our analysis combines administrative panel data on the LBT rates of German municipalities with housing
data from F+B. Our identifying variation consists of over 17,000 tax hikes between 2008 and 2018. The
large number of tax changes allows us to control for potentially heterogeneous time trends across regions
or industries. We use non-parametric event study designs to estimate how real estate prices develop after
a change in the LBT. We find that real estate prices react to corporate taxation.



ﬁ Gstrein-The Effects of Corporate Taxation on Commercial Property Prices-420.pdf

2:00pm - 3:30pm

B07: Corporate Taxation 2

Location: Huntsman Hall 320

Keeping It Simple - Efficiency Costs Of Fixed Margin Regimes
Sebastian Beer, Jan Loeprick, Sebastien Leduc
IMF, United States of America

Simplifying tax policy comes with costs and benefits. This paper explores simplification options for the
taxation of MNEs, an area where administrative and compliance costs of the current rules are large.
Simplified approaches seek to reduce these costs by relying on an approximation of the true tax base,
potentially distorting resource allocation. We examine the efficiency cost of transfer pricing simplification
theoretically and empirically. Using a sample of 300,000 firms located in 22 countries, we estimate that
common transfer pricing practices reduce efficiency between 0.25 and 2.2 percent of total factor
productivity across sectors. Focusing on the manufacturing sector, we then observe that simplification
more than doubles sectoral inefficiency on average. However, large differences exist, with moderate
efficiency costs in several sectors.

E Beer-Keeping It Simple-371.pdf

Investor Tax Breaks and Venture Capital Investment: Evidence from China

Jing Xing1, Irem ggggriz, Xipei Hou'
1Shanghai Jiao Tong University, China, People's Republic of; 2University of Oxford, UK

We examine how venture capital incentives affect financing for start-ups. We use the introduction of a tax
decution for angel and VC investment in China as a quasi-experiment to identify the impact of the policy
and find that the tax incentive leads to more VC investment into eligible start-ups. Larger and more
experienced VCs appear to be more responsive to the tax incentives. In contrast to recent evidence from
the US by Denes et al. (2020), we find that the early-stage investor tax incentives encourage firm entry.
We also find that VC investment into eligible start-ups crowds out that into non-eligible ones.

E Xing-Investor Tax Breaks and Venture Capital Investment-469.pdf

Tax Wedges, Financial Frictions and Misallocation
Apad Abraham', Piero GottardiZ, Joachim Hubmer?, Lukas May_r2
1University of Bristol; 2University of Essex; 3University of Pennsylvania

We revisit the classical result that labor bears approximately zero of the incidence of corporate taxes in a
rich general equilibrium framework with endogenous choice of occupation, organizational form,
investment, and financing structure. Financial frictions and the traditional tax advantage of debt over equity
generate misallocation. Further increases in the corporate tax reallocate production from C corporations to
pass-through businesses on the intensive and extensive margin. This exacerbates misallocation, reducing
labor productivity and wages. Overall, we find that both labor and capital bear a large share of the
corporate tax incidence, while entrepreneurs are net beneficiaries of the tax change.

ﬁ Abraham-Tax Wedges, Financial Frictions and Misallocation-335.pdf

2:00pm - 3:30pm

B08: Tax Havens 1

Location: Huntsman Hall 322

Improving the Measurement of Tax Residence: Implications for Research on Corporate
Taxation

Jean-Marie Meier, Jake Smith?

"The Wharton School, University of Pennsylvania; 2U.S. Securities and Exchange Commission

We highlight an opportunity for improved measurement of a key data item in corporate tax research, a
firm’s tax residence. Some countries define tax residence based on a firm’s location of incorporation,
some on a firm’s location of headquarters, and some consider both locations. Because no firm-level tax
residence database exists, studies typically apply a uniform assignment of either the location of
incorporation, headquarters, or center of business activity. We use a novel algorithm that embeds the
residency laws of 150 countries to accurately assign tax residence. We reassign the tax residence of a
considerable fraction of firms relative to standard proxies, and provide evidence that reassignment
significantly affects inferences. For instance, for cross-border mergers and acquisitions with a US acquiror,
16% of the deal value involves an acquiror that is reassigned. Moreover, reassigned firms are
systematically different from other firms along several dimensions, including effective tax rates.

ﬁ Meier-Improving the Measurement of Tax Residence-274.pdf

Lost in Information: National Implementation of Global Tax Agreements

Annette Alstadsaeter1, Elisa Casiz, Jakob Miethe3, Barbara Maria Beatriz Stagg4
1Norwegian University of Life Sciences; 2Norwegian School of Economics (NHH); 3University of Munich
(LMU); 4WHU Otto Beisheim School of Management

We study how national implementation shapes the success of global tax agreements. In an
unprecedented act of global coordination, countries have recently implemented a global multilateral
network of automatic information exchange (AEI). Two parties, the sending, and the receiving countries
need to be able to process information to make AEI work. We build a database on country characteristics
for the sending and the receiving countries. On the sender level, we build a dataset relying on newly
published OECD statistics on AEI enforcement. Using micro-level data, we find a significant increase in
bank transfers from tax havens to Norway from deposits owned through several layers of secrecy after the
local introduction of AEI. We provide evidence of variation in responses depending on enforcement
intensity in the sending countries. On the receiver level, we operationalize a new dataset from the OECD
with approx. 100 variables on the capacity of the tax administration.

ﬁ Alstadseeter-Lost in Information-359.pdf



Profit Shifting and Firm Growth

Sepideh Raei', Katarzyna Bilicka?

Utah State University; 2Utah State University

This paper examines the impact of profit shifting on firm growth using balance sheet data. Using firm
balance sheet data, we find that multi-establishment domestic firms tend to be larger than their
multinational counterparts with subsidiaries in tax havens. We attribute this to the prioritization of tax
savings, where firms may locate new establishments in low-tax countries at the expense of domestic
expansion. We develop a novel firm-dynamic model with multi-establishment to explain this empirical
observation, where firms can expand by either growing existing establishments or opening new ones
domestically or in low-tax foreign locations. Our model shows that tax planning results in fewer and
smaller establishments for multinationals, leading to lower level of output and employment. Our

findings suggest that when firms put minimizing their tax bill as their objective, they

may forgo a higher level of output and employment

E Raei-Profit Shifting and Firm Growth-379.pdf

2:00pm - 3:30pm

B09: Public Finance in Developing Countries 1
Location: Huntsman Hall 326

Did Uganda’s Corporate Tax Incentives Benefit the Ugandan Economy or Only the
Firms?

Tereza Palanska1, Caroline Schimanski1, Nicholas Musoke?

TCharles University, Prague, Czech Republic; 2Ugandan Revenue Authority

Uganda has one of the lowest corporate income tax collection rates in sub-Saharan Africa while offering
generous tax incentives and introducing new ones to attract investment and stimulate economic growth.
The study uses administrative tax data and a new dataset on Ugandan tax incentives to evaluate the
impact of these incentives on firm profits and employment. The initial findings suggest that firms benefiting
from tax holidays experience increased profit before tax, but this should not be affected by the incentive,
and there is no clear evidence of an employment effect in the country. The study highlights the importance
of evaluating the impact of tax incentives and the role of administrative tax data in evidence-based
policymaking in developing countries. The results provide guidance for Ugandan tax policymakers on the
effectiveness of specific tax incentives.

E Palanska-Did Uganda’s Corporate Tax Incentives Benefit the Ugandan Economy or Only the Firms-447.pdf

Using Schooling Decisions to Estimate the Elasticity of Marginal Utility of Consumption

Katy Bergstrom1, William Dodds?
1Tulane, United States of America; 2Tu|ane, United States of America

This paper uses schooling decisions to estimate curvature in utility of consumption in developing
countries. We show that the elasticity of marginal utility of consumption (EMUC) can be recovered from
three sufficient statistics: (1) the price effect of schooling; (2) the income effect of schooling; and (3) the
consumption cost of sending a child to school. We estimate the consumption cost of schooling using
variation from the randomized roll-out of Progresa, a conditional cash transfer program in rural Mexico.
Using estimates of income and price effects in the Progresa setting from Bergstrom and Dodds (2021), we
estimate the EMUC at 1.6.

ﬁ Bergstrom-Using Schooling Decisions to Estimate the Elasticity-449.pdf

Protecting Property Rights Under State Ownership: Evidence from China
Linghui Han
George Mason University, United States of America

My job market paper shows that monopoly matters for investment in institutions. The next question is why.
This paper presents evidence for an answer that monopoly is the de facto institution protecting private
property rights absent formal ones. Unlike in capitalist economies, high-skilled workers in communist
economies prefer the state sector even without wage premiums. The Chinese data from 1992 to 2006
shows that high-skilled workers work for the state sector much less for wage differentials (even not at all
for high-skilled managers) than the low-skilled workers but more for rent differentials, measured by the
asset per employee ratio in the state to the nonstate sector, which can be as high as 26.6 percent for high-
skilled managers. Higher-skilled workers join the state sector for better positions with richer monopoly
rents and higher capacity protecting them from being taken away.

ﬁ Han-Protecting Property Rights Under State Ownership-473.pdf

2:00pm - 3:30pm

B10: Behavioral 2

Location: Huntsman Hall 360

Judging Nudging: Toward an Understanding of the Welfare Effects of Nudges Versus
Taxes

Matthias Rodemeier, John List, Gregory Sun, Sutanuka Roy

Bocconi University, Italy

While behavioral non-price interventions (“nudges”) have grown from academic curiosity to a bona fide
policy tool, their relative economic efficiency remains under-researched. We develop a unified framework
to estimate welfare effects of both nudges and taxes. We showcase our approach by creating a database
of more than 300 carefully hand-coded point estimates of non-price and price interventions in the markets
for cigarettes, influenza vaccinations, and household energy. While nudges are effective in changing
behavior in all three markets, they are not necessarily the most efficient policy. We find that nudges are
more efficient in the market for cigarettes, while taxes are more efficient in the energy market. For
influenza vaccinations, optimal subsidies likely outperform nudges. Importantly, two key factors govern the
difference in results across markets: i) an elasticity-weighted standard deviation of the behavioral bias,
and ii) the magnitude of the average externality.



ﬁ Rodemeier-Judging Nudging-109.pdf

Managerial Taxes, Co-Ownership, and Risk-Taking Decisions
Anna Theresa Bi.'lhrle1’2, Chia-Yi Yen?
1ZEW Mannheim, Germany; 2University of Mannheim, Germany

When faced with higher managerial taxes, mutual fund managers who personally invest in the funds they
manage take on greater risk. By exploiting the enactment of the American Taxpayer Relief Act 2012 as an
exogenous tax shock, we observe that co-investing fund managers increase risk-taking by 8%.
Specifically, these managers adjust their portfolios by investing in stocks with higher beta. The observed
effect appears to be driven by agency incentives, particularly for

funds with a more convex flow-performance relationship and for managers who have underperformed
compared to their peers in the past two years. Such taxinduced behavior is associated with negative fund
performance. We highlight the role of co-investment in transmitting managerial tax shocks to mutual funds.

E Bihrle-Managerial Taxes, Co-Ownership, and Risk-Taking Decisions-158.pdf

Measuring Intrinsic Preferences For Autonomy

Holger Herz, Jana Freundt, Leander Kopp
University of Fribourg, Switzerland

Personal autonomy has been argued to be fundamental to a person's well-being and is often discussed as
an important driver of economic and political behavior. Yet, the empirical foundations and relevance of
preferences for autonomy are not well understood, in part because they are difficult to measure. We
propose an incentivized elicitation method that allows to measure intrinsic preferences for autonomy. Our
method solves the main identification challenge by controlling for any instrumental value that may be
attached to autonomous choice. We establish the existence of intrinsic preferences for autonomy in two
large online samples and show substantial heterogeneity in this preference. We further assess the
precision and quality of our measure and study the antecedents of intrinsic preferences for autonomy by
relating it to existing personality scales as well as socioeconomic characteristics. Finally, we test the
association of our preference measure with other preferences, attitudes and beliefs.

ﬁ Herz-Measuring Intrinsic Preferences For Autonomy-160.pdf

2:00pm - 3:30pm

B11: Labor 2

Location: Huntsman Hall 130

Unlucky Labor Market Entry And Resilience In Subsequent Shocks

Matti Hovi, Sami Remes
Tampere University, Finland

This study investigates how labor market conditions at graduation affect individual's labor market
outcomes when facing employment shocks in later career, specifically due to plant closures. Our findings
reveal that university graduates who entered the labor market during periods of high regional
unemployment experience larger declines in employment probabilities and are more likely to work in
smaller firms after facing a plant closure event. Furthermore, we find that vocational school graduates with
higher regional unemployment rates at graduation have better income trajectories following a plant
closure, despite being employed in firms with lower productivity and wages per worker. We also report
how labor market entry conditions affect labor market outcomes in the early career. These results highlight
the lasting impact of labor market entry conditions on employment, income, and employer quality, which
may influence individuals’ response to future shocks in their careers.

ﬁ Hovi-Unlucky Labor Market Entry And Resilience In Subsequent Shocks-431.pdf

Income Tax Reforms As A Driver For Female Labor Supply?

Judith Sarah Herrmann1'2, Lena Teresa Calahorrano’

"Fraunhofer FIT, Germany; 2University of Freiburg

Compared to other industrialized countries, Germany still has a relatively low female labor supply. The
income taxation scheme is often seen as an obstacle to increasing labor supply of married women.
Whereas a transition from the joint income taxation to an individual taxation scheme is difficult due to
constitutional reasons, there is scope for reforms of the withholding tax on employment income. We
quantify possible labor supply effects, using a structural discrete choice labor supply model. We
investigate how different assumptions about couples’ decisionmaking influence estimated reform effects.
The standard approach, assuming a joint utility function that is maximized with respect to household
income, results in minimal labor supply reactions and likely underestimates potential effects. We test
alternative assumptions about the role of individual incomes in the utility function and show that increases
are limited to about three percent of hours worked even in the most optimistic scenario.

ﬁ Herrmann-Income Tax Reforms As A Driver For Female Labor Supply-338.pdf

Separation-Based Eligibility for Unemployment Insurance: Implications for Recipiency,
Unemployment Duration, and Earnings

Jonathan Cohen’, Geoffrey Schnorr?

"Massachusetts Institute of Technology; 2California Policy at UCLA

Unemployment insurance (Ul) eligibility requires a claimant to have lost their job through no fault of their
own. Approximately 10% of claims are deemed ineligible solely based on the job separation reason. Using
the systematic variation in separation-based eligibility approval rates across Ul claim processing offices
and examiners in California from 2002 to 2019, we show that receiving any Ul benefits causes
approximately 2 additional weeks of nonemployment. By replicating existing research designs for other Ul
policy margins within the California data, we conclude the efficiency costs of Ul benefit expansions
through separation-based eligibility criteria are lower compared to those of expansions through monetary
eligibility, weekly benefit amount, or potential benefit duration.

ﬁ Cohen-Separation-Based Eligibility for Unemployment Insurance-403.pdf



2:00pm - 3:30pm

B12: Experimental

Location: Huntsman Hall 132

What Is Fair? Experimental Evidence On The Trade-Off Between Equality And Reward
Jasmin Vietz1, Ingrid Hoem Sjursenz, Nadja Dwenger‘I

1University of Hohenheim, Germany; 2Chr. Michelsen Institute, Norway

Meritocracy implies paying people according to their performance. It thereby comprises two principles: (i)
paying individuals with higher performance more (fair inequality) and (ii) paying people with equal
performance equally (fair equality). While the literature has mainly focused on the fair inequality
dimension, we lack evidence on the importance that people attach to fair equality. We empirically
investigate individuals’ fairness preferences regarding both equality dimensions. In this paper, we for the
first time (i) document the existence of preferences for fair equality and fair inequality, (ii) assess the
relative importance of both equality concerns and (iii) assess individuals’ willingness to incur a cost for
establishing fair equality and fair inequality.

E Vietz-What Is Fair Experimental Evidence On The Trade-Off Between Equality And Reward-306.pdf

Institutional Quality Causes Generalised Trust: Experimental Evidence of Trusting
Under the Shadow of Doubt

Andrea Fabio Michael Martinange_li1, Marina Povitkinaz, Sverker Jagerss, Bo Rothstein®

1Burgundy School of Business, France; 2Univers.ity of Oslo, University of Gothenburg; 3University of
Gothenburg

Generalised trust is essential for collective action, which is at the heart of many societal problems.
Institutional quality has been proposed as a determinant of generalised trust, though while the correlation
between the two is strong and robust, the evidence on the causal link is scant. We show that this
relationship is causal. We first experimentally expose individuals to institutions of different quality,
operationalised as their ability to prevent corrupt behaviour. We then measure generalised trust using a
trust game. The results show that institutional quality drives generalised trust and that this effect is
generated by the mere doubt that corrupt behaviours might succeed, even without knowledge of
occurrence or success of such behaviours. Cross-country comparisons with novel data support our
results. Our contributions are the first causal experimental evidence on the link between institutional
quality and trust and a novel experimental design for modelling institutional quality in laboratory settings.

ﬁ Martinangeli-Institutional Quality Causes Generalised Trust-103.pdf

Public Good Perceptions and Polarization: Evidence from Higher Education
Appropriations

Reuben Hurst1, Michael Ricksz, Andrew Simon
1University of Michigan; 2National Bureau of Economic Research; 3University of Chicago

We conduct three field experiments to understand the drivers and consequences of polarization for US
state spending on public higher education. The first two experiments study polarization in taxpayer
demand. We provide different types of information to shape beliefs about the social return on investment.
Our treatments decrease the political partisan gap in ideal policies by up to 32\%, with differences in
partisan reasoning from information as a key mediator. Information also affects how taxpayers
communicate their ideal policies with elected officials. Specifically, information leads taxpayers to be more
likely to write a (positive) letter to an official of the other party--- a reduction in affective polarization. In the
third experiment, we send the taxpayers’ letters to a randomized subset of elected officials to study the
supply of policies. Officials who receive their constituents’ demands engage more with higher education
issues in our correspondences.

3

E Hurst-Public Good Perceptions and Polarization-179.pdf

3:30pm - 4:00pm

Coffee Break Il

Location: Huntsman Hall (2nd and 3rd floors)

4:00pm - 5:00pm

Plenary II: B. Douglas Bernheim on "The Challenges of Behavioral Welfare Economics"
Location: Eccles Conference Center (ECC) 216
Session Chair: Wojciech Kopczuk, Columbia University

5:00pm - 6:00pm

General Assembly of Members
Location: Eccles Conference Center (ECC) 216

6:00pm - 8:00pm

Social Program I: Welcome Drinks
Location: West Stadium
meet at registration desk after the assembly to walk over together



Date: Tuesday, 15/Aug/2023

8:00am

Registration, 15 August: Registration desk (until 2:00 pm)

Location: Huntsman Hall (2nd floor)

8:00am - 9:30am

CO01: Environmental 1
Location: Huntsman Hall 220

Willingness to Pay for Carbon Mitigation: Field Evidence from the Market for Carbon
Offsets

Matthias Rodemeier

Bocconi University, Italy

What do markets for voluntary climate protection imply about people’s valuations of environmental
protection? | study this question in a large-scale field experiment (N=255,000) with a delivery service,
where customers are offered carbon offsets that compensate for emissions. To estimate demand for
carbon mitigation, | randomize whether the delivery service subsidizes the price of the offset or matches
the offset’'s impact on carbon mitigation. | find that consumers are price-elastic but fully impact-inelastic.
This would imply that consumers buy offsets but their willingness to pay (WTP) for the carbon it mitigates
is zero. However, | show that consumers can be made sensitive to impact through a simple information
treatment that increases the salience of subsidies and matches. Salient information increases average
WTP for carbon mitigation from zero to 16 EUR/tCO2. Two complementary surveys reveal that consumers
have a limited comprehension of the carbon-mitigating attribute of offsets.

ﬁ Rodemeier-Willingness to Pay for Carbon Mitigation-183.pdf

The Canary in the Coal Decline: Appalachian Household Finance and the Transition
from Fossil Fuels

Joshua Blonz1, Brigitte Roth Tranz, Erin Trglgng?’

TFederal Reserve Board, United States of America; 2Federal Reserve Bank of San Francisco; SFederal
Reserve Board, United States of America

Decarbonization is a significant transition risk for communities historically built around the fossil fuel
industry. This paper uses a current example of a regional decarbonization, the decline in the Appalachian
coal industry between 2011 and 2018, to understand how individuals are harmed by a decline in local
fossil fuel extraction. We use individual-level credit data and exogenous variation in coal demand to
identify how the coal mining industry’s decline affected household finance outcomes. We find the coal
decline caused broad-based negative impacts, decreasing credit scores and increasing credit utilization,
amounts in third party collections, bankruptcy rates, and the number of individuals with subprime status.
The drop in credit score was most pronounced between the 20th and 40th percentiles. Our results show
that individuals living in fossil fuel extraction regions are likely to experience personal financial costs from
decarbonization even if they do not directly work in the affected industry.

ﬁ Blonz-The Canary in the Coal Decline-206.pdf

Do Water Audits Promote Economic Welfare? Evidence From A Natural Field
Experiment

Rajat Kochhar1, Robert Metcalfe1, Robert Hahnz, Jesper Akesson’
1University of Southern California, United States of America; 2University of Oxford; 3The Behaviouralist

One non-price mechanisms that can help encourage water conservation is a water audit. Yet, little is
known about their efficacy, efficiency, and cost-effectiveness. This paper fills the research gap by
implementing a natural field experiment in the UK. Our experiment involves randomly allocating 45,000
customers to a control group or to groups that are provided with different encouragements to take-up an
online water audit. Our analysis yields three findings. First, providing participants with financial incentives
to participate in the audit significantly increases audit take-up. Using the positive encouragements, we find
that the water audit reduces water consumption by 17% for two months. Second, incentivizing uptake of
the audit does not pass a benefit-cost test. We also implement a marginal value of public funds approach
to considering benefit and costs, and reach a similar conclusion. Third, we find that targeting of high users
doubles the effectiveness of the financial incentive interventions.

ﬁ Kochhar-Do Water Audits Promote Economic Welfare Evidence-125.pdf

8:00am - 9:30am

C02: Targeting in Public Procurement
Location: Huntsman Hall 222

Diversity Versus Equity in Government Contracting
Benjamin Rosa
University of Kentucky, United States of America

Many governments aim to give disadvantaged firms an equal opportunity to compete for government
contracts and will use diversity in awards as a measure of success. | show theoretically that, when ex ante
identical disadvantaged firms differ in an identifiable but irrelevant characteristic, diversity in awards may
not translate into equity in opportunity—as buyers may discriminate within the disadvantaged group.
Subcontracting data on Disadvantaged Business Enterprises in New Mexico show that inequities can arise
in practice.

ﬁ Rosa-Diversity Versus Equity in Government Contracting-214.pdf

Targeted Bidders in Government Tenders
Matilde Cappelletti1'2, Leonardo Giuffrida’-34
1ZEW Mannheim; 2University of Mannheim; 3CESifo; “MaCCl

Despite being set-asides widely used in procurement, their effects on competition and efficiency are a
priori ambiguous. We pool a decade of US federal procurement data to study this empirical question. To




circumvent the lack of exogenous variation in our data, we first use a random forest to calculate the
likelihood of a tender being set aside. We then estimate the effect of restricted tenders on pre- and post-
award outcomes using an inverse probability weighting regression adjustment. We find that set-asides
prompt more firms to bid: the increase in targeted bidders more than offsets the loss of untargeted. During
the execution phase, set-aside contracts incur higher cost overruns and delays. The more restrictive the
set-aside, the stronger these effects. In a subset of our data, we leverage an unexpected spike in set-
aside spending to study implications for firm dynamics. We do not find evidence of increasing recipients'
performance over time.

ﬁ Cappelletti-Targeted Bidders in Government Tenders-227.pdf

The Impact of Preference Programs in Public Procurement: Evidence from Veteran Set-
Asides

Audrey Guo', Rodrigo Carril?
1Santa Clara University; 2Universitat Pompeu Fabra and Barcelona School of Economics

Veteran-owned businesses are given preferential treatment in the allocation of procurement contracts from
the U.S. Department of Veterans Affairs, which awards over $30 billion in contracts annually. We exploit a
2016 Supreme Court ruling that significantly increased the scope of these set-asides, to study the impacts
of preference programs on both the targeted businesses and public procurement. The policy change
increased the share of contracts awarded to the target population, service-disabled veteran-owned small
businesses. While awards increased most for existing vendors, the policy also led to significant entry of
new vendors, including those who had previously failed to win contracts. We also show that the policy led
to an increase in survival for targeted firms. We find no evidence of relevant spillovers to awards by other
federal agencies, nor of a decline in contracting execution performance by vendors.

ﬁ Guo-The Impact of Preference Programs in Public Procurement-279.pdf

8:00am - 9:30am

C03: Welfare Programs 2

Location: Huntsman Hall 226

Means Testing and Social Security in the U.S.

Shantanu Bagchi
Towson University, United States of America

This paper examines the fiscal and distributional consequences of introducing a means test in the U.S.
Social Security program using a calibrated heterogeneous-agent overlapping-generations model. | find
that a means test, i.e. conditioning benefit payments on a household's assets and/or earnings, leads to a
higher implicit tax on old-age resources, but has desirable distributional effects. Cutting benefits to
households with more than 200% of median income by 50% leads to only a 1% percent decline in Social
Security benefits per retiree, but an almost 5% reduction in the overall size of the program. This means
test also brings about a leftward shift in the earnings and benefits distributions. The effect of this policy
change on capital and labor are minimal, as wealthier households respond to the means test by working
and saving more in early life.

ﬁ Bagchi-Means Testing and Social Security in the US-388.pdf

Basic Income Versus Fairness: Optimal Taxation With Inactive Agents

Antoine Germain'-2

1CORE/LIDAM, UCLouvain; 2FNRS

This paper studies redistributive transfers between inactive, unemployed and employed agents. In a model
with fully heterogeneous preferences and arbitrarily unequal skills, labor market inactivity arises from
home production and disutility of participation. The social objective champions the ethics of equality of
opportunity while upholding the Pareto principle. In the Mirrleesian second-best, welfare analysis is
reduced to a sufficient statistic. Its empirical application suggests that an inactivity benefit would not be
welfare-improving in most high-income countries. Overall, the equity gains of introducing a basic income
with respect to equality of opportunity are tenuous, whatever its efficiency costs.

E Germain-Basic Income Versus Fairness-143.pdf

Optimal Unemployment Insurance With Interindustry Subsidies And Labor Reallocation

Sara Spaziani
Brown University, United States of America

Employers in low-unemployment risk industries rarely lay off workers but regularly pay unemployment
taxes, while employers in high-risk industries regularly lay off workers but only pay a portion of the cost of
unemployment benefits in taxes. High-risk industries are thus subsidized by low-risk ones and face lower
labor costs. This paper investigates whether unemployment insurance subsidies enable high- risk
industries to expand their employment and evaluates the implications for welfare. Using data from two US
states and a differences-in-differences approach, | estimate a larger elasticity of labor demand in high-risk
industries compared to low-risk industries, which is consistent with higher unemployment taxes reducing
the employment share of high-risk industries. Since a higher employment share in high-risk industries
increases the benefit claims that governments need to finance through general taxation, the eleasticity of
this share with respect to the unemployment tax represents a fiscal cost on the government budget.

ﬁ Spaziani-Optimal Unemployment Insurance With Interindustry Subsidies And Labor Reallocation-445.pdf

8:00am - 9:30am

C04: Taxing Consumption

Location: Huntsman Hall 260

Pass-through and Prior Price Adjustments for VAT Increases
Kosuke Shiraishi

Takushoku University, Japan

Severe consumer opposition toward a broad tax base in Japan has made it difficult to increase value-
added tax (VAT). This study empirically examines how Japanese VAT is shifted, using a database of
purchasing records of customers. The empirical results show that a comprehensive VAT increase brings



about a full shift. The introduction of the reduced rate has been highly effective in reducing the VAT burden
and prices of foods and beverages. While the government and consumers have been successful in
earning tax revenue and evading tax burdens, respectively, the firm sector has suffered serious losses in
part. This study also examines the effect of another policy device that deregulates the price adjustment in
advance. The results show that firms level off prices before and after the VAT increase by increasing the
pre-tax price beforehand. These findings call for sophisticated policy tools facilitating the pass-through.

ﬁ Shiraishi-Pass-through and Prior Price Adjustments for VAT Increases-107.pdf

Assessing The impact Of A Withholding VAT Intervention In Zambia
Kwabena Adu-Ababio, Aliisa Koivisto?
University of Helsinki, Finland; 2VATT

Revenue Authorities in the Global South have recently adopted new policy tools to improve domestic
revenue mobilization through taxes. One such tool is a withholding system for value added tax. In this
study, we investigate the impact of adopting a VAT withholding (WVAT) system on VAT collection in
Zambia. While similar systems exist in many countries, empirical research into their impact is still limited
and inconclusive. Using a difference-in-differences approach, we estimate how introducing such a system
in Zambia affects the value added, sales, purchases, and output VAT of affected firms. We observe
significant positive impacts after the reform on those indicators that the withholding agent reports on and
remits to the tax authority. We find that the reform improves compliance by introducing a change in the tax
remitting liability in the transaction chain.

E Adu-Ababio-Assessing The impact Of A Withholding VAT Intervention-130.pdf

The VAT Pass-Through of Female Hygiene Products: Evidence from Germany and
Austria

Pascal Zamorski, Daniel Stohlker, Florian Neumeier
ifo Institute, Germany

In 2020, Germany reduced the VAT rate on menstrual products by twelve percentage points. We estimate
the pass-through of the VAT rate cut to prices of products affected by the tax reduction and identify pricing
spillovers on complementary products for which the VAT rate remained unchanged. For this purpose, we
use a unique data set of daily prices of almost 5,000 hygiene products from the online shop of a large
German supermarket chain. We find a full and immediate pass-through of the VAT cut to prices of
menstrual products. Prices of complementary feminine hygiene products, which were not subject to the
VAT change but are offered by producers of menstrual products, such as panty liners, increased after the
reform (by 5 to 10 percentage points) with no sign of phasing out. The results are robust to various
alternations of the control group, taking into account potential general equilibrium price effects.

ﬁ Zamorski-The VAT Pass-Through of Female Hygiene Products-422.pdf

8:00am - 9:30am

CO05: Procurement and Audits
Location: Huntsman Hall 270

Monitoring, Organizational Culture, and the Efficiency of Public Procurement

Raimundo Undurraga1, Pablo Celhayz, Paul Gertler3, Marcelo Olivares’

"University of Chile, Chile; 2PUC Chile; 3UC Berkeley

We use a cluster randomized field experiment to study the effect of performance monitoring on the
efficiency of public procurement in Chile. In collaboration with the Chilean Public Procurement Office, we
provided monthly reports on the purchasing performance of individual procurement officers and services to
a sample of 8,300 procurement officers in 184 public services. We randomly varied whether the individual
performance was disclosed to managers (public) or not (private). After 5 months of treatment exposure,
we find that the reports generated significant reductions in overspending in the public treatment group but
not in the private treatment group, with the mechanism being the extrinsic motivation of procurement
officers. We further find that the treatment effect is mediated by the extent of alignment that managers and
officers have regarding the value (utility) of efficiency, suggesting that organizational culture plays a key
role in explaining the impact of performance monitoring.

ﬁ Undurraga-Monitoring, Organizational Culture, and the Efficiency-117.pdf

Procurement Regulation and Buying Manipulation: An Analysis of Threshold Effects in
a Middle-Income Country

Rodrigo Ceni', Eliana Alvarez?, Federico Scalese'!, Roman Sugo2
TUniversidad de la Republica, Uruguay; 2civico

Governments play a crucial role in regulating the behavior of both citizens and firms to ensure the
provision of public goods and services. Public procurement can foster economic activity, but it also
presents moral hazard problems. To combat this, governments impose buying rules, but their effects still
need to be well-determined. In our paper, we analyze the impact of changes in procurement regulation on
buying manipulation and the mechanisms behind it in a middle-income country between 2002-2021. We
document a relevant manipulation in the simpler procedure to the detriment of the stricter ones. We
quantify an excess of 3,357 purchases and the relative excess of mass of 0.04 by the effect of having a
threshold. As the thresholds change, we find a higher response when the government restricts the rules
with a smooth counterfactual. However, if we construct the counterfactual with the previous threshold, we
find symmetric results.

ﬁ Ceni-Procurement Regulation and Buying Manipulation-357.pdf

8:00am - 9:30am

C06: Local Public Finance - Theory

Location: Huntsman Hall 280
Keep Your Friends Close and Your Enemies Closer
Hiroshi Mukunoki', Hirofumi Okoshi?

1Gakushuin University, Japan; 2Okayama University, Japan



This paper investigates the effects of network externality on two countries’ policy competition in attracting
a multinational enterprise (MNE). The two countries with a different number of consumers (“friends” of the
MNE) endogenously set a tax/subsidy, and there is a local firm (an“enemy” of the MNE) in the country with
a large market size. The larger country with the local firm becomes more attractive for the MNE because
the resulting larger supply amplifies network externality. The MNE’s location in the larger country can
benefit consumers in all countries, and it can also benefit the local firm despite the fiercer competition with
the MNE. Fiscal competition increases the likelihood of the smaller country hosts the MNE when the
network externality is small, but it increases the likelihood of the larger country hosts the MNE when the
network externality is large.

E Mukunoki-Keep Your Friends Close and Your Enemies Closer-198.pdf

Borrowing Choices of Local Governments and the Term Structure of Interest Rates
Dennis De Widt', Davide E. Avino?
Tcardiff University, United Kingdom; 2University of Liverpool, United Kingdom

We study how local governments’ debt financing decisions relate to the term structure of interest rates.
Using a novel database of loans taken out by local governments in England, we find that the yield spread
is the main determinant of the local governments’ adjustable-rate loan share. Our findings demonstrate
that these public sector institutions minimize their short-term costs at the expense of long-term public
welfare gains. Consistent with these observations, we find that the effect of the yield spread is stronger for
financially-constrained local governments that experience negative cash flow shocks. We also show that
the adoption of adjustable-rate loans allows local politicians to maintain lower taxes suggesting that
myopia related to political economy considerations can be an important channel driving the borrowing
decisions of local governments.

ﬁ De Widt-Borrowing Choices of Local Governments and the Term Structure of Interest Rates-462.pdf

A New Approach to Evaluating the Welfare Effects of Decentralized Policies

David Agrawal1, William Hoyt1, Tidiane Ly_z’3
1University of Kentucky; 2NBER; 3University of Lugano

We establish a framework to quantify the welfare effects of decentralized policies. Local policies result in
benefit-spillovers, mobility of households and firms, and interjurisdictional fiscal externalities that are not
internalized by the government enacting the policy. Their magnitudes are measured by a new metric, the
“marginal corrective transfer” (MCT), the share of funding the federal government should provide to induce
a locality to internalize these interjurisdictional externalities. Formally, the MCT is estimated as the wedge
between the marginal value of public funds (MVPF) of the locality enacting the policy and the MVPF of the
entire federation. To calculate this wedge, we develop a rigorous framework for distinguishing between the
benefits and costs that are internal and those that are external to the enacting locality. The MCT enables
comparisons of local policies, allowing the federal government to prioritize policies based on the relative
external benefits and costs.

ﬁ Agrawal-A New Approach to Evaluating the Welfare Effects of Decentralized Policies-368.pdf

8:00am - 9:30am

CO07: Trade

Location: Huntsman Hall 320

Tariffs and Goods-Market Frictions

Pawel Krolikowskiz, Andrew McCallum*
"Federal Reserve Bank of Cleveland; 2The Board of Governors of the Federal Reserve System

We study tariffs in a general equilibrium dynamic model with and without search frictions between
heterogeneous exporting producers and importing retailers. The model’'s competitive equilibrium is
inefficient because it has matching, participation, and aggregate productivity externalities. We find the
global tariffs that internalize all externalities. We characterize optimal import tariffs, chosen by each
country’s social planner, with and without strategic considerations. We show that optimal tariffs in the
model with search frictions may be negative because of market thickness effects. Finally, we characterize
how unilateral optimal tariffs with search vary with matching efficiency and relative country size.

E Krolikowski-Tariffs and Goods-Market Frictions-400.pdf

Does Exclusion of Trade Credit Late Payments from Deductible Costs Shorten Days
Payable Outstanding?

Anna Bialek-Jaworska1, Arkadiusz Bernal?

1University of Warsaw, Faculty of Economic Sciences, Poland; 2poznar University of Economics and
Business, Poland

Trade credit late payments are a severe problem in many economies. In Poland, in 2013 — 2015, debtors
were forced to adjust income tax base - deductible costs resulting from unpaid liabilities to improve
payment discipline. This natural experiment enables us to answer whether excluding late payments from
deductible expenses shortens days payable outstanding. To achieve this goal a panel of 56,364 Polish
firms from 2010 to 2019 is analysed. We apply a difference-in-differences approach and use fixed effects
and Arellano-Bond dynamic panel data. Our results show that during 2013-2015 firms cut the days
payable outstanding, which acknowledges that the examined instrument is an effectual tool for reducing
payment congestion. Furthermore, higher effective income tax rates in 2013 — 2015 for firms with overdue
liabilities confirm that the unreliable contractors applied the analysed provisions. Therefore, excluding late
payments from deductible costs is a good way to reduce intentionally delayed payments.

ﬁ Biatek-Jaworska-Does Exclusion of Trade Credit Late Payments from Deductible Costs Shorten Days Payable .pdf

A Few Good Masks: Evidence from Mask Manufacturing in Rwanda during the COVID-
19 Pandemic

Kieran Bym1, Florence Kondykz, John Loeserz, Denis Mukama®



TQueen Mary, University of London; 2Development Impact Evaluation, World Bank; 3Rwanda Revenue
Authority

Did increases in mask supply slow the spread of COVID-19? Rwanda licensed and incentivized textile
manufacturers to produce high-quality masks at the start of the COVID-19 pandemic; we exploit spatial
variation in exposure to mask manufacturing through textile trade networks within an event-study design
using receipt-level tax data. Licensing domestic mask manufacturers conservatively reduced mask prices
by 8.8% and reduced monthly growth in COVID-19 infections (proxied by demand for anti-fever medicine)
by 12%. The dynamics of our results suggest that increased mask quality explains reduced infections, in a
context where there was strict enforcement of mask mandates and informal markets for masks.

I3 Byme-A Few Good Masks-259.pdf

8:00am - 9:30am

C08: Gender 2

Location: Huntsman Hall 322

Withheld From Working More? Withholding Taxes And The Labor Supply Of Married
Women

Tim Bayer!, Lenard Simon?, Jakob Wegmann

1University of Gothenburg, Sweden; 2University of Bonn, Germany

Can the complexity of income tax systems impact labor supply decisions? We study this question in the
context of withholding taxes paid by married couples in Germany. In a first step, we document with a
survey that less than 20% of the interviewed married individuals understand that withholding taxes do not
impact the final income tax burden. In line with this finding, we then estimate that married women adjust
their labor supply in response to reform-induced variation in the size of withholding taxes. Importantly, the
German institutional setting allows couples to partly redistribute the withholding tax burden from one
partner to the other, and the majority shifts parts of it from the husband to the wife. Our findings suggest
that the increased withholding tax burden of married women in Germany contributes to their low labor
supply. They also highlight that governments should be aware that overwithholding distorts labor supply
incentives.

2

E Bayer-Withheld From Working More Withholding Taxes And The Labor Supply-268.pdf

Who's On (The 1040) First? Determinants of and Consequences of Spouse Name Order
on Joint Returns

Emily Lin1, Joel Slemrodz, Evelyn Smithz, Alexander Yuscavage1
1University of Michigan, United States of America 2; 2y.s. Treasury Department 1

Married couples filing a joint return put the male name first 88.1% of the time in tax year 2020, down from
97.3% in 1996. The man’s name is more likely to go first the larger is the fraction of the couple’s allocable
income that goes to him, and the older is the couple. Based on state averages, putting the man’s name
first is strongly associated with conservative religious attitudes, religiosity, and a survey-based measure of
sexist attitudes. Risk-taking and tax noncompliance are both associated with the man’s name going first,
but the opposite is true for charitable giving

E Lin-Whos On (The 1040) First Determinants of and Consequences of Spouse Name Order on Joint Returns-344.pdf

8:00am - 9:30am

CO09: Public Finance in China

Location: Huntsman Hall 326

Rent-Tax Substitution and Fiscal Incentives in Urban Land Use Allocation: Evidence
from China’s Primary Land Transfer Market

Yugang Tangl1, Zhihao Su’, Yilin Hou?, Zhendong Yin3

1Shandong University, People's Republic of China; 2Syracuse University, USA; SCentral University of
Finance and Economics, People's Republic of China

Economic theory suggests that the land market is a powerful device to achieve optimal resource
allocation, but there is little credible evidence to back this up. This article addresses the topic by
discussing fiscal incentives for allocating urban commercial and residential land in China. Using parcel-
level data on state-owned land transfers in major Chinese cities from 2007 to 2019 and the spatial radius
matching method, we find a significant price discount on commercial parcels compared to adjacent
residential ones, caused by differences in the tax-generating capacity of land. We further find that tax
incentives increase commercial land supply, but a rise in rental prices counteracts up to 73% of this effect.
These empirical results reveal that a well-developed land market can mitigate distortions caused by
discriminatory tax policies when local government revenue sources include land rent or land value-based
taxes.

ﬁ Tang-Rent-Tax Substitution and Fiscal Incentives in Urban Land Use Allocation-191.pdf

How Does Land Use Policy Affect Local Labor Market and Housing Market?

Meng-Ting Chen, Jiakai Zhang
Soochow University, Taiwan

This paper examines the impact of land use policy on the local labor market and housing market in China.
There are two primary land use purposes: residential land and commercial land. We found that the more
commercial land that the Chinese local government grants, the lower the regional unemployment rates,
the higher the regional wages, and the higher the housing prices. We then built a model to investigate the
mechanism behind the aforementioned empirical facts. Higher commercial land use attracts more firms
and creates more jobs but reduces the land available for building houses. The combination of rising
housing demand and reducing housing supply brings up the housing prices in high commercial land use
areas.

E Chen-How Does Land Use Policy Affect Local Labor Market and Housing Market-289.pdf

9:30am - 9:45am

Coffee Break Ill

Location: Huntsman Hall (2nd and 3rd floors)



9:45am - 11:45am

D01: Behavioral Approaches to Pensions
Location: Huntsman Hall 220

Early Pension Withdrawal as Stimulus

Steven Hamilton1, Geoffrey Liu2, Tristram Sainsbury3

1George Washington University, United States of America; 2Harvard; SANU

During the COVID-19 pandemic, the Australian Government allowed eligible individuals to withdraw up to
A$20,000 (around half median annual wage income) from their retirement accounts, ordinarily
inaccessible until retirement. These transfers were much larger than those considered in the literature and
represented a liquidity shock, holding lifetime income constant. Using administrative and bank transactions
data, we find a high marginal propensity to spend given the transfer size of at least 0.32—0.49 within eight
weeks, and that persistently poor financial health strongly predicts withdrawal and spending. We conclude
that ‘behavioral’ factors, rather than low liquidity itself, best explain these observations.

E Hamilton-Early Pension Withdrawal as Stimulus-157.pdf

Relabeling, Retirement And Regret

Terhi Helena Ravaska1, Jonathan Gruberz, Ohto Kanninen®

1Tampere University, Finland; 2MIT; 3Labore, Labour Institute for Economics Research

Can simply changing the public definition of a normal retirement age impact retirement, without any
associated financial incentive changes? We study a reformulation of the retirement system in Finland that
relabeled retirement ages with only modest and continuous changes in financial incentives. We find that
relabeling matters: both graphical evidence and estimated hazard models reveal an enormous change in
retirement when individuals face a newly defined “normal retirement” age. We also find evidence
consistent with increased retirement “regret,” as the marginal workers induced to retire by relabeling are
more likely to return to work

ﬁ Ravaska-Relabeling, Retirement And Regret-192.pdf

Passive Saving Behavior: Individual-Specific, Decision-Specific or Random?

Camilla Skovbo Christensen1, Henrik Yde Andersenz, Claus Thustrup Kreiner1, Soren Leth-
Petersen’

1University of Copenhagen, Denmark; 2Danmarks Nationalbank

People often do not respond to changes in incentives in key economic decisions. The existence of passive
saving behavior is well-established in retirement saving decisions and in mortgage refinancing decisions
despite large changes in tax incentives and interest rates. Yet, we don't know whether it is the same
people who respond passively to changes in incentives across decisions, and, consequently, how
foregone financial gains are distributed. We analyze this question with Danish administrative data in a
multiple quasi-experimental setting, where we compare individuals’ responses to multiple reforms of
saving incentives for retirement saving and mortgage refinancing. Our preliminary results document a
large share of passive savers in all decisions, but we find little correlation in passive behavior across
decisions. Our findings thus suggest that it is not the same people who are passive in different decisions.

E Christensen-Passive Saving Behavior-465.pdf

The Welfare Economics of Reference Dependence

Daniel Reck’, Arthur Seibold?
1University of Maryland, United States of America; 2University of Mannheim, Germany

Empirical evidence suggests that individuals often evaluate options relative to a reference point, especially
seeking to avoid losses. We conduct a welfare analysis of reference-dependent preferences. We
decompose the welfare effects of variation in reference points and prices into direct and behavioral effects
and describe how these effects depend on whether or not reference dependence reflects a bias. In a
simple, empirically grounded model of loss aversion, lowering reference points robustly improves welfare;
the welfare effect of a price change depends critically on normative judgments. We derive sufficient
statistics characterizations of our main welfare effects. We illustrate the theoretical results with an
empirical application to reference dependence exhibited in German workers' retirement decisions.
Simulation and sufficient statistics results suggest positive welfare effects of increasing the Normal
Retirement Age, but ambiguous effects of financial incentives to postpone retirement. We illustrate how
adopting alternative models of reference dependence modifies key welfare effects.

ﬁ Reck-The Welfare Economics of Reference Dependence-466.pdf

9:45am - 11:45am

DO02: Debt relief

Location: Huntsman Hall 222

Wage Garnishment in the United States: New Facts from Administrative Payroll Records
Anthony DeFusco1, Brandon Enriq@z, Maggie Yellen?
"Northwestern University, NBER; 2Massachusetts Institute of Technology

Wage garnishment allows creditors to deduct money directly from workers' paychecks to repay defaulted
debts. We document new facts about wage garnishment between 2014-2019 using data from a large
payroll processor who distributes paychecks to approximately 20% of U.S. private-sector workers. As of
2019, over one in every 100 workers was being garnished for delinquent debt. The average garnished
worker experiences garnishment for five months, during which approximately 11% of gross earnings is
remitted to their creditor(s). The beginning of a new garnishment is associated with an increase in job
turnover rates but no intensive margin change in hours worked.

E DeFusco-Wage Garnishment in the United States-171.pdf

The Economic Consequences of Medical Debt Relief
Ray KIuender1, Francis Wongz, Wesley Yin3



"Harvard Business School; 2Ludwig-MaximiIians University of Munich (LMU); SucLA

Indebtedness is a common feature of American financial life and debt originating from health care is
particularly widespread. In the United States, there is more medical debt in collections than all other
sources of debt combined and roughly one in five Americans has a medical debt in collections (Kluender
et al.,, 2021). Debt relief in other contexts has shown the potential for large beneficial effects, improving
financial well-being, increasing earnings, and even reducing mortality (Dobbie and Song, 2015; Dobbie et
al., 2017; Di Maggio et al., 2019). This paper analyzes the impacts of two randomized control trials (RCTs)
which relieved $173 million of medical debt in collections for 84,210 patients. We present outcome
measures drawn from proprietary surveys, debt collections data, and credit reports.

ﬁ Kluender-The Economic Consequences of Medical Debt Relief-204.pdf

Debt Moratoria: Evidence from Student Loan Forbearance

Michael Dinerstein, Constantine Yannelis, Ching-Tse Chen
University of Chicago, United States of America

We evaluate the effects of the 2020 student debt moratorium that paused payments for student loan
borrowers. We show that the payment pause led to a sharp drop in student loan payments and
delinquencies for borrowers subject to the debt moratorium, as well as an increase in credit scores. We
find a large stimulus effect, as borrowers substitute increased private debt for paused public debt, while
borrowers used the new liquidity to increase borrowing on credit cards, mortgages, and auto loans rather
than avoid delinquencies. The effects are concentrated among borrowers without prior delinquencies, who
saw no change in credit scores, and we see little effects following student loan forgiveness
announcements. The results highlight an important complementarity between liquidity and credit, as
liquidity increases the demand for credit even as the supply of credit is fixed.

ﬁ Dinerstein-Debt Moratoria-266.pdf

Savings and Consumption Responses to Student Loan Forbearance
Justin Katz
Harvard University, United States of America

| study how debt relief impacts household saving and consumption compared to cash transfers by
analyzing borrower responses to federal student loan forbearance in the 2020 CARES Act. Borrowers
manage liquidity from the payment pause non-optimally, with many making large voluntary prepayments
on 0%-interest student debt instead of repaying higher-interest obligations. These borrowers correctly
prioritize repaying high-interest debt when receiving stimulus checks. This indicates a flypaper effect in
which borrowers treat liquidity from debt relief as non-fungible with other windfalls. As such an effect
predicts, borrowers display a marginal propensity to spend (MPX) out of forbearance liquidity less than
half the size of their MPX out of stimulus checks. | field a student borrower survey to understand
mechanisms, and formally incorporate results into a lifecycle model. Finally, | show that the flypaper effect
has quantitatively large impacts on the effectiveness and cost of forbearance as a counter-cyclical fiscal
policy tool.

ﬁ Katz-Savings and Consumption Responses to Student Loan Forbearance-393.pdf

9:45am - 11:45am

DO03: Macro 2

Location: Huntsman Hall 226

Heterogeneous Local Employment Multiplier: Evidence from Relocation of Public-
Sector Entities in South Korea

Hwanoong Lee1, Changsu Ko1, Wookun Kim?
Korea Institute of Public Finance; 2Southern Methodist University

In this paper, we exploit a quasi-random variation in public-sector employment from an episode of the
relocation of public-sector entities and estimate local employment multipliers. The estimated multiplier is
positive, statistically significantly different from zero, and persistent over time: an introduction of 1 public
sector employment increases the private sector employment by 1 unit, almost completely driven by the
services sector. In line with the literature, we document that the effect of public employment on private
employment is highly localized. In addition to changes in private employment, we also find that the
relocation led to a positive net-inflow of residents into the treated neighborhood; this effect is also
localized. Lastly, we estimate heterogeneous local employment multipliers and provide evidence that this
heterogeneity is shaped by the size of public sector shocks, different types of relocation, and the extent of
migratory responses.

E Lee-Heterogeneous Local Employment Multiplier-280.pdf

The Stimulative Effect of Tax Cuts Across the Income Distribution

John Juneau', Byron Lutz?

1University of California-San Diego, United States of America; 2Federal Reserve Board, United States of
America

How does economic activity respond to tax shocks and how do these responses depend on the
distributional targeting of the tax change? We shed light on the potentially stimulative effects of tax cuts
using thirty years of US tax filing data. Focusing on state income taxes, we show that state-level measures
of employment respond positively to tax cuts targeted at the bottom of the income distribution, but find no
evidence that economic activity responds to tax shocks aimed at the highest earning households.

E Juneau-The Stimulative Effect of Tax Cuts Across the Income Distribution-347.pdf

Tax Distortions from Inflation: What are They? How to Deal with Them?
Sebastian Beer, Mark Griffiths, Alexander Klemm
International Monetary Fund, United States of America

Expected inflation has few real effects in purely private economies, but this is not the case when the tax
system is not neutral with respect to inflation. In practice, tax systems are not neutral—though some have
attempted to be so in the past—and this paper provides a comprehensive overview of the most relevant



non-neutralities drawing both on existing literature and showing new illustrations and evidence of the
effects. The paper shows, for example, how taxing inflationary gains can have tremendous impact on
effective tax rates—even at relatively low rates of inflation. It also shows how partial adjustment—for only
some types of incomes—can create additional distortions. A new empirical analysis reveals how the
erosion of the value of depreciation allowances through inflation affects investment. Finally the paper
discusses policy options to address such non-neutralities.

ﬁ Beer-Tax Distortions from Inflation-366.pdf

Does an expansionary fiscal policy prevent suicide? Evidence from the Great
Depression

Michihito Ando’, Masato Furuichi?

1Rikkyo University, Japan; 2Teikyo University, Japan

Exploiting regional differences in local public spending during the Great Depression in early 1930s Japan,
we examine the impact of expansionary fiscal policies on suicide prevention. Analysis of historical regional
panel data from 1899 to 1938 suggests that increased local spending helped mitigate the rise in suicides
during the Great Depression. Additionally, we investigate variations in the effects on subgroups defined by
industry ratios, revealing stronger mitigation in comparatively urbanized regions. Furthermore, we explore
the mechanisms connecting fiscal policy and suicide rates, concluding that economic and familial factors
play a significant role.

ﬁ Ando-Does an expansionary fiscal policy prevent suicide Evidence-404.pdf

9:45am - 11:45am

D04: Optimal Taxation and Minimum-Wage Policies
Location: Huntsman Hall 260

To Redistribute Or To Predistribute? The Minimum Wage Versus Income Taxation When
Workers Differ In Both Wages And Working Hours

Aart Gerritsen
Erasmus University Rotterdam

| consider the case for the minimum wage alongside (optimal) income taxes when workers differ in both
wages and working hours, such that a given level of income corresponds to multiple wage rates. This
renders the minimum wage unambiguously desirable in a discrete-type model of the labor market.
Desirability of the minimum wage is a priori ambiguous in a continuous-type model of the labor market.
Compared to the minimum wage, income taxes are less effective in compressing the wage distribution but
more effective in redistributing income. Desirability of the minimum wage depends on this trade-off
between the "predistributional" advantages of the minimum wage and the "redistributional" advantages of
the income tax. | derive a desirability condition for the minimum wage and write it in terms of empirical
sufficient statistics. A numerical application to the U.S. suggests a strong case for a higher federal
minimum wage.

ﬁ Gerritsen-To Redistribute Or To Predistribute The Minimum Wage Versus Income Taxation When Workers Differ-
144 pdf

Minimum Wages and Optimal Redistribution
Damian Vergara
UC Berkeley, United States of America

This paper analyzes whether a minimum wage should be used for redistribution on top of taxes and
transfers. | characterize optimal redistribution for a government with three instruments — labor income
taxes and transfers, corporate income taxes, and a minimum wage — using an empirically grounded model
of the labor market with positive firm profits. A minimum wage can increase social welfare when it
increases the average post-tax wages of low-skill labor market participants and when corporate profit
incidence is large. Also, the minimum wage can help the government redistribute efficiently by preventing
firms from capturing income subsidies and from enjoying high profits that cannot be redistributed via
corporate taxes. Event studies show that US state-level minimum wage reforms have increased average
post-tax wages of low-skilled labor market participants and reduced corporate profits in services
industries. A sufficient statistics analysis implies that US minimum wages typically remain below their
optimum under the current tax system.

E Vergara-Minimum Wages and Optimal Redistribution-145.pdf

Optimal Fiscal Policy Under Finite Planning Horizons

Euiyoung Jung“', Chul-In Lee?

1University of Alicante, Spain; 23eoul National University, South Korea

We revisit the seminal result by Chamley (1986) and Judd (1985) from the perspective of fiscal institutions.
Using a model that incorporates institutional frictions and the finite policy planning horizons of
policymakers, we illustrate another mechanism leading to positive optimal capital taxation. The numerical
results based on a tractable model calibrated to the U.S. economy suggest that the current U.S. tax
scheme is consistent with near-optimal fiscal policy when policymakers have finite planning horizons and
imperfect altruism toward household welfare under subsequent governments.

E Jung-Optimal Fiscal Policy Under Finite Planning Horizons-237.pdf

9:45am - 11:45am

D05: Taxing Personal Income 1
Location: Huntsman Hall 270

What's in Your Wallet? Crypto and Taxes

Katherine Baer1, Ruud De Mooij1, Shafik Hebous1, Michael Keen?
"IMF, United States of America; 2Tokyo College, University of Tokyo; CERDI; Oxford CBT; IFS London

This paper discusses tax implications of the rapidly evolving use of cryptocurrencies. It lays out the main
tax design and implementation challenges across taxes on income (mining proceeds or capital gains),
wealth (including inheritances), and transactions (VAT and sales taxes). The paper also elaborates on



possible future measures in a rapidly changing environment. Opportunities for estimating potential tax
evasion/avoidance are limited due to the lack of relevant data in light of the quasi anonymity of
cryptoassets. Available evidence suggests, however, that ownership of cryptoassets is highly concentrated
at the top raising profound issues of taxing the rich. The revenue at stake worldwide is plausibly in the tens
of billions of dollars, but it is unclear how much is recoverable. While much attention has been given to the
taxation of capital gains from crypto, back-of-envelope calculations suggest that VAT and sales taxes are
likely significant issues.

E Baer-Whats in Your Wallet Crypto and Taxes-129.pdf

Diffuse Bunching with Frictions: Theory and Estimation
Santosh Anagol1, Allan Davidsz, Benjamin Lockwood1’3, Tarun Ramadorai4
1University of Pennsylvania; 2University of Cape Town; SNBER; 4Imperial College London, CEPR

We incorporate a model of frictions into the bunching-based elasticity estimator to ra- tionalize diffuse
bunching around kinks and mass above notches in empirical distributions. Model agents draw a sparse set
of opportunities from a Poisson process, approximating a broad class of frictions including search costs,
inattention, and lumpy adjustment; the pre- dicted density depends on the standard structural elasticity
and a money-metric “lumpi- ness parameter.” We estimate the model using administrative tax data on
South African small-businesses, recovering moderate elasticities of taxable income between 0.2 and 0.3 at
higher incomes, and larger elasticities at low incomes. Firms appear to treat the bot- tom kink as a notch,
and firms with paid tax practitioners exhibit sharper bunching, driven primarily by lower frictions rather than
a higher elasticity.

ﬁ Anagol-Diffuse Bunching with Frictions-349.pdf

The Individual Laffer Curve: Evidence from the Spanish Income Tax

Ana Gamarra Rondinel1, Jose Felix Sanz-Sanzz, Maria Arrazola®
"Melbourne Institute of Applied Economic and Social Research, University of Melbourne; 2Universidad
Complutense de Madrid and ICAE; SUniversidad Rey Juan Carlos

This paper characterises the Laffer curve of each individual taxpayer in a schedular multi-rate income tax
with income shifting. Analytical expressions for the revenue-maximising tax rate and the revenue-
maximising elasticity are provided for the individual taxpayer and the aggregate population, as well as new
estimates of the Elasticity of Taxable Income (ETI). Applying these to the Spanish income tax in 2011
demonstrates that 49.46% (58.49%) of the taxpaying population in the non-savings tax base (savings tax
base) was on the 'prohibitive' side ('normal' side) of the Laffer curve. On average, these taxpayers were
6.59 points (24.73 points) above (below) the maximum of the Laffer curve. The fraction of total tax revenue
lost through behavioural responses amounts to 53.77%. However, this fraction varies by population
subgroup and decreases when we account for income-shifting responses, suggesting the presence of
fiscal externalities in the Spanish PIT.

ﬁ Gamarra Rondinel-The Individual Laffer Curve-168.pdf

Taxes and Telework: The Impacts of State Income Taxes in a Work-from-Home Economy
David R. Agrawal1, Jan K. Brueckner?

1University of Kentucky, United States of America; 2University of California, Irvine, United States of
America

This paper studies the interstate effects of decentralized taxation and spending when individuals can work
from home (WFH), a possibility that decouples a state’s population and employment levels. Our main
findings show that a shift from a non-WFH economy to WFH reduces employment and raises the wage in
high-tax states, with larger effects under source taxation. Once WHF is established, an increase in a
state’s tax rate either reduces employment further while raising the wage (source taxation) or leaves the
labor market unaffected (residence taxation). We show that the residence-taxation equilibrium is efficient.

E Agrawal-Taxes and Telework-150.pdf

9:45am - 11:45am

D06: Local Public Finance 2

Location: Huntsman Hall 280

Does Hometown Tax Donation System as Interjurisdictional Competition Affect Local
Government Efficiency? Evidence from Japanese Municipality level Data

Akinobu Ogawa1, Haruo Kondoh?
1Niigata University, Japan; 23einan Gakuin University, Japan

This study analyzes the impact of Hometown Tax Donation (HTD), a unique local fiscal system in Japan,
on local government efficiency. It allows residents to make donations to local governments of their choice,
receiving deductions on payment of local and national taxes, equivalent to the amount donated. Therefore,
tax revenue will outflow from the donor residents’ municipalities to other regions, whereas it will inflow to
recipient municipalities from other regions. This HTD may cause misperception of tax prices, thereby
leading to inefficient provision of local public services. This study uses stochastic frontier analysis to
quantitatively analyze the impact of HTD on the inefficiency of local governments. The findings reveal that
municipalities whose revenues are more dependent on HTD tend to be more inefficient. Thus, providing
implications for local public finance on the importance of decentralization.

E Ogawa-Does Hometown Tax Donation System as Interjurisdictional Competition Affect Local Government.pdf

Term Limits And Partisan Alignment Effects On The Distribution Of Intergovernmental
Grants

Linda G. Veiga, Francisco J. Veiga

Universidade do Minho, Portugal

This paper analyzes how binding term limits shape the allocation of intergovernmental grants. We employ
recent difference-in-differences and synthetic control methodologies, accounting for heterogeneous
treatment effects, to analyze the effects of mayoral term limits on the allocation of grants to Portuguese



mainland municipalities over the period 1998-2021. We find that municipalities with term-limited mayors
tend to receive smaller amounts of conditional (non-formula-determined) grants in (or close to) local
election years than municipalities with reelection-eligible mayors. The strongest effects are found for
capital grants, national and from the European Union. However, we also find that this result does not
generalize to the entire four-year term. On average, there are no statistically significant differences in the
grants received by treated and control municipalities. Our results are consistent with the view that the
absence of electoral incentives induces term-limited mayors to exert lower effort than reelection-eligible
mayors to obtain conditional grants when elections draw nearer.

ﬁ Veiga-Term Limits And Partisan Alignment Effects On The Distribution-327.pdf

Tiebout Sorting and Local Boundary Reforms: Theory and Evidence
Takeshi Miyazaki
Kyushu University, Japan

This study attempts to explore whether local public services induce internal migration. On the basis of a
simple model, | developed a theoretical model of residential choice following boundary reforms of
jurisdictions. Theoretical predictions are tested empirically using Japanese municipal-level data. The
following results are obtained. First, mergers have positive impact on net migration and in- and out-
migration. Second, in line with theoretical predictions, the differences in population and per taxpayer
income are positively correlated with net migration. Third, geographical distance has no impact on net
migration, whereas economic condition and local fiscal capacity are significant determinants of choice of
residence.

E Miyazaki-Tiebout Sorting and Local Boundary Reforms-329.pdf

Why Do Local Governments Favor Short-Term Financing?

Lars-Erik Borge, Snorre Lindset

Norwegian University of Science and Technology, Norway

We document that both economic and political factors are important for financing decisions in Norwegian
municipalities. Municipalities with higher disposable income have more debt per capita, and municipalities
with more funds and reserves have less short-term debt. Political fragmentation is associated with more
debt per capita, more short-term debt, and more use of money market debt. The larger the fraction of
socialist seats on the municipal board, the more municipal debt.

ﬁ Borge-Why Do Local Governments Favor Short-Term Financing-220.pdf

9:45am - 11:45am

DO07: Non Profits

Location: Huntsman Hall 320

The Impact of Sanctioning in the Nonprofit Sector

Jennifer Mayo
University of Missouri, United States of America

Just as in the for-profit sector, enforcement can encourage compliance in the nonprofit sector too. This
paper studies both donor and nonprofit responses to alleged or confirmed misconduct being investigated
by the media or governmental agencies. Using advisory notices published by Charity Navigator, | find no
evidence that donors respond to these events, yet charities take steps to improve, albeit temporarily. In
particular, spending on program services, as measured by the program service expense ratio, increase by
3 percentage points following the publication of an advisory notice. To offset this increase in program
spending, spending on fundraising and administrative expenses decline, although this decline appears
only temporary, with spending returning to baseline after 3 years. These results help to quantify the value
of a crucial accountability tool in the nonprofit sector.

ﬁ Mayo-The Impact of Sanctioning in the Nonprofit Sector-326.pdf

Holier Than Thou: Competition Among Charitable Organisations. Theory And Evidence
from the U.S

Esteban Munoz Sobrado
Toulouse School of Economics, France

Charitable organizations are vital in funding public goods, but they often face costly fundraising efforts that
result in competition among charities. To explore this competition, our study presents a model where
charities use informative advertising to attract individual donors. We find that this competition leads to
inefficient fundraising as charities incur excessive advertising costs, and the inefficiency increases as
available funds increase. Our research highlights the implications of increased deductibility rates for
charitable donations, such as intensified competition and potential impact on the quality of services
provided by charities. We used data from the IRS, Kantar Media, and Charity Navigator to validate our
predictions and found that increasing the deductibility rate leads to considerable increases in competition
between charities. Our findings underscore the need to consider trade-offs associated with tax incentives
for charitable giving and find ways to promote a more sustainable and impactful charitable sector.

ﬁ Munoz Sobrado-Holier Than Thou-436.pdf

Art in the Age of Tax Avoidance

Matthew Pierson
University of Pennsylvania, The Wharton School, United States of America

Utilizing the near universe of tax filings, we document both the extent of donations of art to non-profit
organizations in the U.S. and their use as a method of tax avoidance. Non-profit organizations hold sizable
assets, worth $12.4 trillion in 2019, with 2.65% identified as holding art, valued at $5.5 billion. While only
20% of organizations required to disclose the value of their collections and donations do so, these
organizations consistently write down the value of artwork donations by 13%. This effect is amplified by
donation valuation methods more likely to be influenced by the donor, but driven primarily by donations to
private foundations, which write down by an average of 98.7%. Private foundations are associated with
poor internal controls. Tax loss due to avoidance is great, as back of the envelope calculations estimate
between $1.4 billion and $3.9 billion in income tax losses over our 9 year sample.



ﬁ Pierson-Art in the Age of Tax Avoidance-167.pdf

9:45am - 11:45am

D08: International Tax 1
Location: Huntsman Hall 322

The Effect of the Closure of the Double Irish Loophole on the Location of U.S.
Multinational Companies’ Profits

Navodhya Samarakoon
U.S. Department of the Treasury, United States of America

Using U.S. administrative corporate tax data, | provide novel estimates on profit shifted back to the United
States after closure of the Double Irish. Multinationals funneled an estimated $1.2 to $1.4 trillion in profits
to low-tax jurisdictions via the Double Irish from 1998 to 2018. | estimate that firms that used the Double
Irish redirected $59 billion in royalty payments to the United States in 2020. A difference-in-differences
analysis, preceded by a first-stage propensity score matching technique, suggests the average Double
Irish user reports $609 million more in royalty payments after full closure. | use a log specification to
demonstrate royalty payments shifted, although large, are driven by outliers. These redirected royalty
payments comprise 31 to 38 percent of profit within the Double Irish in 2018. My estimates on the size of
the arrangement suggest the current literature may underestimate the U.S. tax base shifted abroad.

E Samarakoon-The Effect of the Closure of the Double Irish Loophole-433.pdf

Multilateral Tax Treaty Revision to Combat Tax Avoidance: On the Merits and Limits of
BEPS's Multilateral Instrument

Antonia Hohmann1, Valeria Merloz, Nadine Riedel’
1University of Munster, Germany; 2University of Tibingen, Germany

Since 2015 more than 140 countries have cooperated in the OECD's BEPS project to fight multinational
tax avoidance. Several actions, most importantly measures against tax-treaty shopping, require changes
to double taxation treaties. The OECD designed a special instrument - the MLI - to allow for a swift
implementation of BEPS-related treaty changes. In this paper, we show that MLI take-up is incomplete, we
present (partly surprising) correlates of the take-up decisions and develop a theoretical model to
rationalize the observed takeup pattern. A key insight is that conduit countries can benefit from anti-treaty
shopping laws as firms have incentives to scale-up real activity in conduit nations to be exempted from the
new anti-treaty shopping rules. Consistent with that, conduit nations' MLI take-up rate is high. An early
empirical evaluation of the impact of the BEPS project on treaty shopping indicates a modest drop at best.
Firms indeed enhance their real activity in conduit nations.

ﬁ Hohmann-Multilateral Tax Treaty Revision to Combat Tax Avoidance-439.pdf

Profit Shifting of Multinational Corporations Worldwide
Javier Garcia-Bernardo1, Petr Jansk)'/_2
TUtrecht University, Netherlands; 2CORPTAX, Charles University, Prague, Czechia

We exploit the new country-by-country reporting data of multinational corporations, with unparalleled
country coverage, to reveal the distributional consequences of profit shifting. We estimate that
multinational corporations worldwide shifted over $850 billion in profits in 2017, primarily to countries with
effective tax rates below 10%. Countries with lower incomes lose a larger share of their total tax revenue
due to profit shifting. We further show that a logarithmic function is better suited for capturing the non-
linear relationship between profits and tax rates than linear or quadratic functions. Our findings highlight
effective tax rates’ importance for profit shifting and tax reforms.

ﬁ Garcia-Bernardo-Profit Shifting of Multinational Corporations Worldwide-419.pdf

The Effect of Transfer Pricing Documentation Requirements on Tax Compliance Costs
and Administrative Costs

Nadine Riedel1, Katharina Schmidtz, Johannes Vogetz, Sophia Wickel?3

1University of Munster, Germany; 2University of Mannheim, Germany; 3ZEW - Leibniz Centre for
European Economic Research, Germany

To combat multinational firms’ profit shifting activities, many countries implemented transfer pricing
documentation rules. While there is first evidence on potential benefits of such provisions, the evidence on
the effects on firms’ compliance burdens and tax authorities’ administrative costs is rather scarce. In this
project, we exploit the introduction of French transfer price documentation requirements and track whether
affected firms change the size of their tax departments in a difference-in-differences approach. Using
administrative data, we find that the reform did not pose an economically significant cost burden on firms.
After the reform, treated firms increase the number of tax employees by 4 % and the wages associated
with these employees by 5 % compared to control firms. In addition, we document that firms do not seem
to outsource these activities to external tax advisors.

E Riedel-The Effect of Transfer Pricing Documentation Requirements-247.pdf

9:45am - 11:45am

D09: Behavioral 3

Location: Huntsman Hall 326

Restoring Rational Choice in Repayments: Disclosures or Advice?

Hakan Ozyilmaz1, Guangli Zhang2
"Toulouse School of Economics, France; 2Saint Louis University, MO, USA

Borrowers with revolving debt on multiple accounts fail to exploit price differences in their accounts while
making their repayments and leave a significant amount of money on the table. Constructing a simple
repayment environment in the laboratory, we test the role of a set of behavioral mechanisms that would
directly inform the design of consumer protection policies. We find that providing salient interest rate
disclosure has no effect while disclosing the interest rate in a fee format has modest effects. On the other
hand, providing an opportunity to purchase automated financial advice reveals that subjects are
predominantly aware of their choice inefficiencies and are relatively good at using financial advice. Our



results suggest that promoting and subsidizing consumer financial technology applications that provide
automated financial advice would be a substantially more effective way of protecting consumers from
simple arbitrage failures than conventional disclosure policies.

E Ozyilmaz-Restoring Rational Choice in Repayments-228.pdf

To Plan or Not to Plan? Optimal Planning and Saving for Retirement
Erin N. Cottle Hunt1, Seth Neumullerz, Yashna Shivdasani?
1Lafayet’(e College, United States of America; 2WeIIesIey College, United States of America

We demonstrate how the decision to avoid planning and saving for retirement can arise as an optimal
choice made by forward-looking, utility maximizing households. In our general equilibrium, overlapping
generations, life-cycle model, households select the length of their planning horizon optimally each period,
in addition to making a consumption-saving decision. In simulations of our model, households avoid
planning and saving for retirement while young and, as a result, arrive at retirement with just over half of
the wealth that they otherwise would have accumulated had they planned for their entire remaining lifetime
each period, as in a standard life-cycle model. We add a government that operates a pay-as-you-go Social
Security system to our model and explore its impact on planning, consumption, and wealth over the life-
cycle. We find households respond to Social Security by choosing shorter planning horizons in middle
age, which reduces the welfare gains of the program.

E Cottle Hunt-To Plan or Not to Plan Optimal Planning and Saving-175.pdf

Understanding Racial Differences in Property Tax Appeals: Evidence from a Field
Experiment

Justin Holz1, David Novgorodskyz, Andrew Simon'

1University of Chicago, United States of America; 2Walmart

Minority homeowners pay more than their fair share of property taxes to fund local services, but are less
likely to appeal their taxes to reduce the excess burden. We conduct a framed field experiment to
understand the drivers of property tax appeal behavior and the racial appeal gap. We randomize
homeowners to receive a combination of information about the financial benefits, a guide of how to appeal,
and a financial incentive for appealing. Information frictions are an important determinant for why few
homeowners appeal. Homeowners are 417 percent more likely to appeal when provided with a guide that
reduces these frictions. We provide evidence that the racial gap is due to minority and non-minority
homeowners facing different types of information frictions. Beliefs about the financial benefits from
appealing do not explain the gap. We find no evidence that racial differences in appeal outcomes are
driven by differences in appeal quality.

ﬁ Holz-Understanding Racial Differences in Property Tax Appeals-177.pdf

Over-consumption In Behavioral Models And The Role of Social Security

Hyeon Park
Manhattan College, United States of America

By exploring a class of non-standard consumer preferences for an OLG economy with Social Security, this
paper not only provides the mathematical equivalence of the three well-known behavioral models for over-
consumption, in terms of the key mechanism, but also contributes to the literature on intergenerational
distribution related to the pension system. The proposed model in the paper is versatile enough to
incorporate over-consumption, as well as under-consumption, in a unified framework among the decision
makers who deviate from the standard consumption behavior due to non-exponential time discounting,
temptation utility and self-control cost, or low loss aversion. Furthermore, by utilizing an integrated scheme
for social security system which allows partial intergenerational transfers, this paper can determine the
transition effect from a movement toward a more funded social security system when consumers are
prone to over-consume.

9:45am - 11:45am

D10: Public Finance in Developing Countries 2
Location: Huntsman Hall 360

Income Inequality in South Africa: Evidence from Individual-level Tax Data
Chandre Jacobsz, Amina Ebrahim1, Murray Leibbrandtz, Jukka Pirttila3, Marlies Piek’
TUNU-WIDER, Finland; 2University of Cape Town; 3University of Helsinki

We use individual-level tax administrative data to estimate income inequality for formal sector income
earners in South Africa. The tax data offers better coverage of the top end of the distribution, allowing us
to track changes in the income shares and sources of income for top income groups over time. We exploit
the longitudinal nature of the tax administrative data to examine income mobility across the distribution
and, in particular, the top income groups. Our results indicate that income inequality for formal sector
earners in South Africa remained stable over the 2011 — 2018 period. We also find that mobility for formal
sector earners is low, particularly at the top end.

ﬁ Jacobs-Income Inequality in South Africa-132.pdf

Technology and the State: Building Tax Capacity via Text

Isabelle Cohen

University of Washington, United States of America

In collaboration with the Uganda Revenue Authority, | conduct a randomized evaluation of a low-cost,
easy-to-implement text-based tax encouragement scheme, testing the efficacy of sending messages and
looking at variation across message content. | find a 6x the cost rate of return on average, which increases
to 13x when considering an enforcement-focused message. This average effect masks substantial
heterogeneity along existing tax capacity, measured via a novel, granular, nationwide dataset on
governmental service provision and economic activity. | find that the treatment effect is stronger when tax
capacity is lower, and that this relationship is strongest in areas with recent, high-visibility investments in
services. These results are consistent with a role for fiscal exchange in tax compliance, where in a semi-



voluntary context, the success of efforts to increase compliance may be driven by perceived provision of
services and the visibility of the state.

ﬁ Cohen-Technology and the State-149.pdf

Does the Withholding Tax Regime Based on Consumption Goods Increase Tax
Collection?

Raquel Zucchi3, Enlinson Mattos1, Ricardo Politi?

"FGV-EESP Fundacao Getulio Vargas, Brazil; 2Federal University of ABC - Brrazil; 3FGV-EESP Fundacao
Getulio Vargas, Brazil and Revenue Serice - state of Rio Grande do Sul

This study investigates a Consumption Goods-Based Withholding Tax Regime in Brazil. We leverage the
tax-administrative data of a representative Brazilian State (Rio Grande do Sul) with a reform in 2016 that
excludes a set of goods from the withholding tax regime (Tax substitution — ST) to document the impact on
tax collection, investments, and sales revenue reporting for both industries/manufacturers and retailers
involved in those production chains. Using the dynamic differences-in-differences approach (Callaway and
Santanna, 2021), we find an increase in tax collection of R$2.5 million due to the increase in tax collection
on retailers (150%), without a significant loss in sales revenue reported of the manufacturers and retailers.
We still find an increase in large frims' investments both retail an industry. The results are sensitive to the
size of the companies, showing more precisely estimated positive effects for larger companies.

ﬁ Zucchi-Does the Withholding Tax Regime Based on Consumption Goods Increase Tax Collection-267.pdf

Using Computerized Information to Enforce VAT: Evidence from Pakistan

Jawad Shah
University of Oxford, United Kingdom

| test the claim that VAT’s in-built third-party information trail, togetherwith electronic filing, deters tax
evasion automatically. Using a reform which utilizes information beyond VAT trail and authorizes a
computerized risk analysis system to accept or reject tax credits in real time, my difference-in-differences
estimates show that claims declined by fifty percent. Based on firm heterogeneity, the response ranges
from thirty to ninety percent. Ten percent of treated firms were fake, created for missing trader fraud.
Lower bound estimate of increase in net VAT collection at country level is ten percent. | find that traditional
VAT enforcement mechanisms of cross matching, audit and recovery fail to deter evasion in developing
countries but a risk based real time enforcement system is effective. Because this system eliminates the
need for reverse charge, its tax policy implications extend to developed countries.

E Shah-Using Computerized Information to Enforce VAT-230.pdf

9:45am - 11:45am

D11: Political Economy 2

Location: Huntsman Hall 130

Who Should Get Money? Estimating Welfare Weights In The U.S

Krishna Srinivasan1, Francesco Capozza2

1University of Zurich; 2Erasmus University Rotterdam

Welfare weights measure the value of providing an additional dollar of consumption to individuals in
society. We identify the welfare weights assigned by the general population of the U.S. to individuals in
society using a large-scale real stakes experiment. The welfare weights obtained from our experiment are
sufficient statistics that can incorporate various ideals and can be directly used to evaluate reforms. We
find that the welfare weights of the general population of the U.S. (i) exhibit, on average, a low to moderate
degree of progressivity, (ii) predict their policy preferences, (iii) are slightly more progressive than the
welfare weights implied by the existing policies in the U.S., and (iv) are much less progressive than the
welfare weights commonly used in the literature.

E Srinivasan-Who Should Get Money Estimating Welfare Weights In The US-287.pdf

Economic Deprivation and Radical Voting: Evidence from Germany
Florian Dorn1‘2'3, Clemens Fuest1'2'3, David Gstrein1'2, Lea Immel1, Neumeier Florian

Tifo Institute Munich, Germany; 2University of Munich, Germany; 3CESifo

This paper studies the impact of economic deprivation on radical voting. Using IV estimation, individual
panel data and a unique dataset covering different indicators of economic deprivation as well as federal
election outcomes at the county-level in Germany, we examine whether economic deprivation influences
the support for radical parties. Our results suggest that an increase in economic deprivation at the county-
level has a sizeable effect on vote shares of radical parties; notably on the electoral success of the
populist right-wing party AfD in the federal election of 2017. The effect of regional economic deprivation on
individual political preferences is constant across all income groups. Our findings show that a rise in
relative economic deprivation decreases satisfaction with democracy and may undermine trust in the
political system across all income groups. Economic deprivation thus might be a threat to democracy and
political stability.

1,23

E Dorn-Economic Deprivation and Radical Voting-435.pdf

9:45am - 11:45am

D12: Environmental 2
Location: Huntsman Hall 132

Animal Welfare, Moral Consumers and the Optimal Regulation of Animal Food
Production

Thomas Eichner1, Marco Runkel?
"Fernuniversitat Hagen, Germany; 2Technische Universitit Berlin, Germany

Within a general equilibrium model, this paper identifies a novel animal welfare externality that occurs if
the private animal friendliness in a market economy falls short of the social animal friendliness used by the
social planner when determining the efficient allocation. The animal welfare externality causes an
inefficiently high quantity and an inefficiently low quality of animal food. Correction of this market failure is
attained by taxing animal food output and subsidizing animal food quality. With consumer and producer



heterogeneity, reg- ulation is the same but sector-specific, with a more intense regulation in the sector with
the worse living conditions of animals.

ﬁ Eichner-Animal Welfare, Moral Consumers and the Optimal Regulation-235.pdf

Is There A Green Dividend Of National Redistribution?
Eren Gﬁrerz, Alfons Weichenrieder’

1Goethe University Frankfurt, Germany; 2Middle East Technical University

CO2 emissions are disproportionately caused by more affluent consumers. In the political debate, this fact
has triggered the demand for income redistribution and wealth taxes not only to reduce inequality but also
to reduce CO2 emissions. This paper calculates the possible size of such a green dividend of
redistribution in 26 countries and concludes that, for most EU countries, it is negative if the redistribution is
efficient, in the sense that it keeps average incomes constant. If the redistribution introduces inefficiencies
that lead to total income losses, the negative green dividend, otherwise associated with additional
redistribution, may be avoided.

E Glrer-Is There A Green Dividend Of National Redistribution-133.pdf

Public versus Private Cost of Capital with State-Contingent Terminal Value

Luciano Greco1, Marian Moszoro?

1University of Padua, Italy; 2IMF

The economic debate underlines the reasons why discount rates of infrastructure projects should be
similar, regardless the public or private source of financing, during the forecast period when flows are risky
but predictable. In contrast, we show that the incompleteness of contracts between governments and
private firms beyond the forecast period (i.e., when flows of net social benefits are state-contingent) entails
expected terminal values that are systematically larger under government rather than private financing.
This effect provides a new rationale for applying a lower discount rate in the assessment of projects under
public financing as compared to private financing. Our results are particularly important to properly
consider the impact of uncertainty that is determined by alternative climate scenarios on investments in
infrastructures

ﬁ Greco-Public versus Private Cost of Capital with State-Contingent Terminal Value-174.pdf

9:45am - 11:45am

D13: Gender 3

Location: Huntsman Hall 160

Informed Choices: Gender Gaps in Career Advice

Yana Gallen1, Melanie Wasserman?

TUniversity of Chicago, United States of America; 2UCLA

This paper provides the first causal evidence that gender affects the information an individual receives
about careers. We conduct a large-scale field experiment in which real college students seek career
information from 10,000 working professionals. We randomize whether a professional receives a message
from a male or a female student. When students ask broadly for information about a career, female
students receive substantially more information on work/life balance relative to male students. This gender
difference persists even when students specifically state an interest in learning about work/life balance. In
contrast, professionals mention workplace culture to male and female students at similar rates. We
develop a methodology to combine our experimental estimates with student preferences for professionals.
Allowing students to choose which professionals they interact with does not reduce gender disparities in
access to information, nor does it align the information students receive with the information they demand.

ﬁ Gallen-Informed Choices-210.pdf

Simon Says: Examining Gender Differences in Advice Seeking and Influence in the Lab
Siri Dorothea Isaksson', Emma Heikensten?

1Norwegian School of Economics, Norway; 2Skandinaviska Enskilda Banken (SEB)

This paper examines gender differences in advice seeking behavior. We introduce a novel experimental
framework in which subjects have the option to either solve a task on their own, or with the help of costly
advice. Over two treatments, we vary the amount of information that advisees receive about advice quality.
We use two types of questions, mathematical and verbal, to test the effect of stereotyped domains. Our
findings suggest that women seek less advice than men. This result is driven by two behavioral patterns.
First, women seek less advice when they are in the information treatment. Second, men seek more advice
on verbal tasks. Advisor gender does not matter. These results suggest that gender may affect the
decision to seek advice.

ﬁ Isaksson-Simon Says-409.pdf

The Transparency Gap
4

Xiaoyue Shan1, Christine Exleyz, Raymond Fisman3, Judd Kessler1, Corinne Low1, Mattie Toma

"The Wharton School, United States of America; 2Harvard Business School, USA; 3Boston University,
USA; 4“The University of Warwick, UK

Many universities created temporary optional information policies—e.g., by allowing students to replace
grades with “credits” and by making test scores optional—during the early part of the COVID pandemic. As
universities consider whether to make some of these policies permanent, it is essential to understand their
equity implications. To study the equity implications of information-optional policies, we leverage data from
two large-scale natural experiments at two highly selective universities, that introduced optional “credit”
(pass/fail) grading that students could choose after already learning their grades. We find that female
students are significantly more likely to reveal damaging performance information—grades below their
GPA—when given access to the optional grading policy. That is, our findings show that optional
information policies can create unexpected disparities because women are more transparent than men
about their performance. Additional results from student surveys as well as follow-up experiments speak to
the potential drivers of this transparency gap.



ﬁ Shan-The Transparency Gap-467.pdf

Play to Win: High Stakes, Feedback, and the Gender Gap in Competing and Winning

Prachi Jain', Manuela Angelucci2

1Loyola Marymount University, United States of America; 2University of Texas at Austin, USA

We consider the effects of high stakes and performance feedback on the gender gap in winning
competitions. Despite their intuitive appeal, we show that high stakes and feedback have theoretically
ambiguous effects on this gender gap and that their effectiveness depends on gender differences in
beliefs and costs of competing. We run a laboratory experiment with 292 undergraduate college students
and find that neither intervention reduces the gender gap in winning. We explain that this may depend on
high stakes being not high enough, on the sample not having more women with pessimistic beliefs, and on
low serial correlation in rank performance. We discuss the policy implications of our findings.

IS Jain-Play to Win-468.pdf

11:45am - 12:00pm

Coffee Break IV

Location: Huntsman Hall (2nd and 3rd floors)

12:00pm - 1:00pm

Plenary lll: Johannes Spinnewijn on "Tackling Health Inequalities (in a Behavioral
World)"

Location: Eccles Conference Center (ECC) 216
Session Chair: Nadine Riedel, University of Miinster

1:00pm - 2:15pm

Journal Editor's Panel: Publishing and Refereeing in Public Economics
Location: Perry Pavillion (4th floor)

David Agrawal, International Tax and Public Finance,

Wojciech Kopczuk, Journal of Public Economics,

Caroline Weber, National Tax Journal,

Alfons Weichenrieder, European Journal of Public Finance;

open to all partipicants - you can grab lunch and bring it

1:00pm - 2:15pm

Lunch Il
Location: Perry Pavillion (4th floor)

2:30pm - 8:00pm

Social Program Il: Excursions
Location: Huntsman Hall (2nd floor)
meet at registration desk to be directed to your shuttle bus



Date: Wednesday, 16/Aug/2023

8:00am

Registration, 16 August: Registration desk (until 4:30 pm)

Location: Huntsman Hall (2nd floor)

8:00am - 9:00am

ITAX: Board of Editors Meeting (International Tax and Public Finance)
Location: Huntsman Hall 160
(on invitation only)

8:00am - 9:00am

Mentoring 1: PhD Research and Job Market Advice

Location: Huntsman Hall 130
chaired by: Alipio Ferreira and Yana Gallen

8:00am - 9:00am

Mentoring 2: Publishing and Other Academic Advice
Location: Huntsman Hall 132
chaired by: Augustin Bergeron and David Yang

9:00am - 11:00am

Board II: lIPF Board of Management meeting
Location: Huntsman Hall 170
(on invitation only)

9:00am - 11:00am

EO01: Macro 3

Location: Huntsman Hall 220

Foreign Investor Types and Local-currency Bond Market in Emerging Market
Economies

Atsuyoshi Morozumi1, Michael Bleaneyz, Arif Sulistiono®

1University of Nottingham, United Kingdom; 2University of Nottingham, United Kingdom; 3Ministry of
Finance, Indonesia

The COVID-19 crisis reminded again that foreign investor participation in local-currency government bond
markets in emerging market economies (EMEs) may create substantial instability in the markets. This
paper sheds light on this issue by studying how, during financial stress periods, foreign investors of
different types may behave differently in the markets. Specifically, assembling weekly data on net
purchases of local-currency government bonds by several types of foreign investors over the 2008-21
period for Indonesia, we show that when global financial risk is high, net selling of the bonds by foreign
mutual funds destabilizes the market by increasing the yield (i.e., decreasing the price) significantly. Our
interpretation is that foreign mutual funds, often prone to redemption demands from the end investors
during stress periods, destabilize the market by resorting to fire sales.

E Morozumi-Foreign Investor Types and Local-currency Bond Market-457.pdf

Specialization - Happily Ever After?

Elena Herold1, Luisa Wallossek?
Tifo Institute; 2LMU Munich

Specialization within couples implies financial risks for individuals who take on the majority of unpaid
household and care production. They forgo human capital accumulation and individual labor income while
financially relying on their working partner. In opposite-sex couples, these individuals are predominantly
women. Combining administrative and survey data from Germany, we document significant specialization
penalties in lifetime income for married women that extend to post-divorce periods. Importantly, we show
that women also face specialization penalties in marriages with no children. While marriage as a legal
contract can provide insurance against this risk of specialization by ensuring financial compensation upon
divorce, the long-term risks of specialization are often neglected. To understand whether spouses
incorporate the (limited) insurance in their specialization decision, we exploit a divorce law reform that
reduces the insurance value of marriages by cutting alimony rights.

E Herold-Specialization - Happily Ever After-307.pdf

Estimating The Employment and GDP Multipliers of Emergency Cash Transfers in Brazil

Daniel Cunha1, Joana Pereiraz, Roberto Perrelli3, Frederick Toscani*

'Brazilian Treasury, Brazil; 2IMF; 3IMF; 4IMF

We estimate the subnational employment and GDP multiplier of Brazil's 2020 federal cash transfers to
vulnerable households. Using two-stage least squares regressions we estimate a formal employment
multiplier and then apply an analytical transformation to recover an implied GDP multiplier in the range of
0.5-1.5. The lower bound of this range lies below most estimates in the literature, which may result from
the exceptional constraints imposed by the pandemic on supply chains and consumption. Nevertheless,
even using the lower end of our range implies that federal cash transfers played an important role in
supporting employment and GDP.

ﬁ Cunha-Estimating The Employment and GDP Multipliers of Emergency Cash Transfers-416.pdf

Nonlinearities between Fiscal and Monetary Policy: Fiscal Dominance on Brazilian’s
Inflation Targeting Regime

Benito Salomao
Universidade Federal de Uberlandia, Brazil

This article tests the hypothesis of fiscal dominance for the Brazilian economy between 2003/01 and
2022/10 through the models of Thresholds Autoregressive Approach (TAR) and Markov Switching Regime
Regression. The results for both methods suggest that the relationship between public debt and short and
long-term interest rates is non-linear. TAR models suggest that the country enters fiscal dominance from a
public debt of 71% of GDP in the case of short-term and 73% in the case of long-term interest rates. The
models of Transition of Markovian Regimes indicate that from these indebtedness points, the effects of
debt on interest rates intensify.

ﬁ Salomé&o-Nonlinearities between Fiscal and Monetary Policy-123.pdf



9:00am - 11:00am

E02: Theory

Location: Huntsman Hall 222

Group Size, Kant-Nash Interaction, and Public Goods
Julian Lamprecht
TU Dresden, Germany

| consider the private provision of a public good within a community, whose members are inclusive Kantian
or Nashian optimizers. It is analyzed how a change in group size due to an additional Nashian joining the
community affects the mixed Kant-Nash equilibrium. Kantians face a trade-off when admitting a Nashian
into the community. Even though the new member is a contributor, there is a negative externality, as the
Kantians’ hypothetical cost of public good provision, which is already perceived too low, is falling in group
size. The burden of public good provision may partially be shifted from the Nashians to the Kantians.
Starting from an entirely Kantian community, the first Nashian always raises utility in an interior solution.
Yet, the number of Nashians tolerated by a fixed number of Kantians may be finite. As the number of
Nashians increases, the entire Nashian subgroup may switch from contributors to complete free-riders.

ﬁ Lamprecht-Group Size, Kant-Nash Interaction, and Public Goods-188.pdf

Colonel Blotto's Tug of War

Tilman Klumpp
University of Alberta, Canada

We examine Tug of War contests with the Blotto specification. Players have fixed effort budgets and must
allocate these budgets to a sequence of battles. The outcome of each battle is a function of the efforts
allocated to that battle. The player who first wins L more battles than the opponent wins the contest. We
derive a pure strategy, subgame perfect equilibrium for the case where the contest success function that
governs each battle is a generalized Tullock function. In equilibrium, players invest the same percentage
of their remaining resources into each battle. The value of this percentage depends on how close each
player is to winning the contest. Escalation of efforts occurs when the player with the smaller budget is
close to winning; at the same time, the probability that a player wins any individual battle remains constant
along the entire equilibrium path.

ﬁ Klumpp-Colonel Blottos Tug of War-208.pdf

Corporate Social Responsibility and Voting over Public Goods

Andrew Samwick1’2, Sophie Wang1

"Dartmouth College; 2National Bureau of Economic Research

This paper analyzes the impact of corporate social responsibility (CSR) on the total provision of public
goods in a framework in which consumers who may make such voluntary contributions to public goods via
CSR are also voters who decide on the level of taxes to finance publicly provided public goods. The main
result indicates that, relative to an economy in which all public goods are

publicly financed, the introduction of CSR lowers the total amount of public goods, as voters rationally
anticipate that higher CSR will partially offset the consequences of lower public funding. The results offer a

cautionary tale about the promotion of CSR in an economy with heterogeneous preferences for the public
good.

ﬁ Samwick-Corporate Social Responsibility and Voting over Public Goods-319.pdf
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How Much Tax Do The Rich Really Pay?

Arun Advani1, Andy Summers?

1University of Warwick, United Kingdom; 2LSE, United Kingdom

Using anonymised administrative data on the population of UK taxpayers, we show that — in line with high-
profile anecdotes about the tax affairs of the rich — effective average tax rates (EATRs) decline at the top
of the distribution of income and capital gains. We also document substantial variation in EATRs within
remuneration level: a quarter of those in the top 1% pay headline rates, while another quarter pay at least
9pp less than the headline rate. Most of this effect is driven by the composition of remuneration, with
investment income having lower tax rates and capital gains having lower rates still. If all individuals with
income above £100,000 paid the headline rates, this would raise tax revenue on income and gains by
£23bn on a static basis, an increase of 27% in the tax paid by this group.

ﬁ Advani-How Much Tax Do The Rich Really Pay-142.pdf

Tax and Transfer Progressivity at the US State Level

Johannes FIeck1, Jonathan Heathcotez, Kjetil Storeslettens, Gianluca Violante*

"Federal Reserve Board of Governors; 2Federal Reserve Bank of Minneapolis; 3University of Minnesota;
4Princeton University

Combining a variety of survey and administrative data, this paper measures the progressivity of taxes and
transfers for each of the US states and contrasts it to progressivity at the federal level. Our findings are
fourfold: (i) the tax and transfer system is progressive at the federal level; (ii) state and local tax and
transfer systems are close to proportional, on average: the regressivity of state consumption and property
taxes neutralizes the progressivity of state income taxes and transfers; (iii) there is substantial
heterogeneity across states, and its key determinant is the choice of the tax base (sales and property vs
income); (iv) Democrat-leaning states tend to have more progressive systems, but richer and more
unequal states tend to me more regressive.

ﬁ Fleck-Tax and Transfer Progressivity at the US State Level-182.pdf

Bunching at Kink Points of the Income Tax Schedule with Informal Economy and the
Public Provision of Services.



Enlinson Mattos1, Luciano Grecoz, Armando Barros?

'FGV-EESP - Fundacao Getulio Vargas , Brazil; 2University of Padua (dSEA and CRIEP); SFGV-EESP -
Fundacao Getulio Vargas, Brazil

We investigate the behavioral response of workers to the labor income tax schedule taking into search
costs in the formal labor market, the informal sector, and the effect of publicly provided goods. We extend
the theoretical framework f Chetty et a (2011) to show that, unless search costs are negligible, informality
fosters bunching at kinks of the tax schedule, which brings to larger estimates of the elasticity of the formal
labor income to tax changes. Smaller search costs also inflate bunching. We empirically assess such
theoretical predictions using Brazilian matched employer-employee administrative data reported by the
firms, to test formal wage earners elasticity of earnings with respect to changes in marginal tax rates from
the Brazilian federal income tax schedule. We show that individuals bunch at kink points of the tax
schedule in 2008 and the estimated bunching mass and elasticity vary according to theoretical testable
predictions

E Mattos-Bunching at Kink Points of the Income Tax Schedule with Informal Economy and the Public Provision of.pdf

Income Taxation, Hours Worked, and Incorporation Status in Entrepreneurship

Ege Can', Frank Fossen?
1University of Alabama in Huntsville; 2University of Nevada, Reno

We investigate the effect of personal income tax (PIT) rates on the number of hours worked as a self-
employed individual. Using the rotating panel data from the Annual Social and Economic Supplement
(ASEC) of the Current Population Survey (CPS) from 2003 to 2019, we estimate IV regressions in first
differences to exploit changes in the tax code for identification. We also distinguish between self-employed
owners of incorporated and unincorporated businesses and examine their differential responses. The
findings reveal that higher individual-specific marginal PIT rates increase the hours worked among the
self-employed with incorporated businesses, which could be explained by the availability of tax avoidance
strategies. In contrast, we do not find a significant response to PIT tax in hours worked among
unincorporated entrepreneurs. We also find that higher corporate income tax rates discourage switching to
incorporated self-employment and encourage switching to unincorporated self-employment.

E Can-Income Taxation, Hours Worked, and Incorporation Status-260.pdf

9:00am - 11:00am

EO04: Political Economy 3

Location: Huntsman Hall 260

Favoritism By The Governing Elite
Carlo Birkholz1, Thushyanthan Baskaranz, Zareh Asatryan1, Patrick Hufschmidt?
1ZEW Mannheim, Germany; 2Ruhr University Bochum, Germany

In this paper, we study the extent to which ministers engage in regional favoritism. We are the first to
provide a comprehensive analysis of a larger set of the governing elite, not just focusing on the primary
leader. We hand-collect birthplaces of this governing elite globally. Combining this information with
extended night-time luminosity and novel population data over the period from 1992 to 2016, we utilize a
staggered difference-in-differences estimator and find that birthplaces of ministers globally emit on
average roughly 7% more nightlight. We do not find evidence that this is driven by, or induces migration to
their home regions. The size of our data set lets us investigate heterogeneities along a number of
dimensions: political power, ministerial portfolio, and the institutional setting.

E Birkholz-Favoritism By The Governing Elite-360.pdf

Revisiting The Economic Voting Hypothesis: Evidence From An Exogenous Income
Shock At The Precinct Level

Luisa Doerr1, Klaus Gruendlerz, Philipp Heil1, Niklas Potrafkez, Marcel Schlepper1
Tifo Institute, LMU Munich; %ifo Institute, LMU Munich, CESifo

The theory of economic voting, which describes that voters judge governments by how well they manage
the economy, has found mixed support in empirical studies. Previous studies have typically employed data
for large geographical units such as municipalities. We have collected a novel fine-grained dataset on the
precinct-level, including a total of 23,880 electoral precincts which allows us to capture the previously
unobserved within-heterogeneity. We link the electoral precincts with unique address-level data on socio-
demographic and economic characteristics. For causal identification, we use the exogenous economic
shock arising from the Covid-19-pandemic as a Bartik-instrument. The Covid-shock exerted
heterogeneous effects across industries and, hence, precincts depending on their industrial structure. Our
paper provides important new insights into the longstanding debate on the role of economic performance
for voters’ electoral choices. Confirming the economic voting theory, we show that voters support left-wing
parties if they suffered income losses arising from the Covid-19-pandemic.

ﬁ Doerr-Revisiting The Economic Voting Hypothesis-405.pdf

The Fiscal Contract up Close: Experimental Evidence from Mexico City

Anne Brockmeyer1, Francisco Garfias?, Juan Carlos Suarez Serrato®

1IFS, United States of America; 2University of California, San Diego; 3Stanford Graduate School of
Business

When governments cannot perfectly enforce taxation, they may seek to exchange services for voluntary
citizen tax compliance. This fiscal contract requires that tax morale responds to public service provision. In
this paper, we present experimental evidence of the impact of local public infrastructure on tax
compliance, leveraging a large public investment experiment and individual property tax records from
Mexico City.

ﬁ Brockmeyer-The Fiscal Contract up Close-180.pdf
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Can Countries Unilaterally Mitigate Tax Haven Usage? Evidence from Ecuadorian
Transaction Tax Data

Jakob Brounstein
UC Berkeley, United States of America

| study an effort by the Ecuadorian government to mitigate offshore tax avoidance through the imposition
of an outflows tax. First, | find that the outflows tax led to a sharp decrease in dividend payments to tax
havens. | document a decrease by 66% in dividend payments sent to tax havens relative to non-havens
following an increase in the relative cost of transacting with tax havens by 5%. Using administrative data
on shareholder-company linkages to identify individuals highly connected to tax havens, | find that these
individuals increased their domestic income reporting by 40% and paid 55% more in personal income
taxes per year. This response was mainly driven by domestic capital income flows and independent labor
income and not through repatriation behavior or wage labor income. These results suggest the substantial
scope for countries to act unilaterally in mitigating tax haven use and increasing tax collections.

ﬁ Brounstein-Can Countries Unilaterally Mitigate Tax Haven Usage Evidence-474.pdf

Do They Bite? Transfer Price Documentation Rules and Multinational Firm Behavior -
Evidence from France

Mggjﬁ_{, Nadine Riedelz, Kristina Strohmaier?

1German Institute of Development and Sustainability (IDOS), Germany; 2University of Miunster, Germany;
3University Duisburg-Essen, Germany

Over recent years, a growing number of countries have enacted rules that require multinational
enterprises (MNEs) to document their intra-firm trade prices and show that they are set as in third-party
trade. The rules aim to limit strategic trade mis-pricing and profit shifting to lower-tax affiliates. In this
paper, we quantify the regulations’ fiscal and real effects. Testing ground is the introduction of the French
transfer price (TP) documentation requirements in 2010. Drawing on rich firm-level data, we show that
affected MNEs increased their tax reporting in France, while simultaneously lowering real investments.
There are also cross-border effects: while foreign affiliates in high-tax countries remain unaffected by the
reform, treated multinationals invest less at foreign low-tax locations. We show that the observed
investment response roots in reform-induced increases in firms’ effective tax costs; there is no indication
that MNEs respond to compliance burdens associated with the new TP documentation rule.

E Laudage Teles-Do They Bite Transfer Price Documentation Rules and Multinational Firm Behavior-234.pdf

Spillover Effects Of Offshore Leaks

Miroslav Palansky
CORPTAX, Charles University, Prague

Leaks of confidential documents from companies that facilitate the creation of secretive corporate
structures in offshore jurisdictions have become a major source of information about the world of financial
secrecy, with far-reaching consequences for the individuals involved. In this paper | look at the effects that
the leaks have on individuals not directly involved in the leaks, but using schemes and tax havens
exposed by the leaks. | use the leaks in a fixed-effects model at the bilateral level to assess their impact
on cross-border bank deposits and portfolio investment. | find that offshore leaks negatively influence the
use of the implicated offshore jurisdictions: the more pronounced is the presence of a given offshore
jurisdiction in an offshore leak, the higher is the effect on inward cross-border financial flows to that
jurisdiction.

E Palansky-Spillover Effects Of Offshore Leaks-417.pdf
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Asymmetric Risk of Housing Distress from Property Tax Limitations
Sebastien Bradley_1, Da Huangz, Nathan Seegert3

"Drexel University, United States of America; 2Univers.ity of Utah, United States of America; 3Univers.ity of
Utah, United States of America

We show that an unintended consequence of property tax limitations, such as assessment limitations, can
expose households to more systematic risk despite decreasing the variance of property tax payments.
Using a state border discontinuity design for the universe of U.S. residential properties, we show that this
increase in risk translates to homeowners facing relatively larger increases in property tax obligations
during market downturns. We develop an innovative measure of tax risk using Arrow-Debreu securities.
The price of tax risk varies from $0 to $2,000 a year across states due to various combinations of
assessment, levy, revenue, and mill rate limitations. Mortgage distress substantially increases with the
price of tax risk. Specifically, moving from a no-limit state (e.g., New Hampshire) to a state with multiple
types of limitations (e.g., Michigan) increases the probability of mortgage distress by 1% as a result of
increased tax risk.

ﬁ Bradley-Asymmetric Risk of Housing Distress from Property Tax Limitations-350.pdf

Left Digit Bias in Property Taxes
Dena Lomonosov
University of Wisconsin-Madison, United States of America

This paper investigates whether homebuyers display a particular type of cognitive bias called left digit bias
when it comes to future property tax payments. Using a regression discontinuity method, this paper shows
that homes with property tax obligations that are just under a thousand-dollar threshold sell for 0.5% more
than homes with property tax obligations that are just over a thousand-dollar threshold. For the median
home in the sample, this type of cognitive error results in an over-payment of $2,370. The estimated left
digit bias is larger in areas with low rental rates, suggesting that owner-occupiers are more susceptible to
this cognitive error than professional landlords. Additionally, the size of this cognitive error grows over the
sample time period, which coincides with the rise in popularity of online real estate websites such as Zillow
that provide access to property tax data for prospective home buyers.



ﬁ Lomonosov-Left Digit Bias in Property Taxes-396.pdf

Tax Technology and Long-Term Regional Development

Tommaso Giommoni, Marko Koethenbuerger, Gabriel Loumeau
ETH Zurich, Switzerland

This paper studies the causal impact of property taxation on long-term regional development. To this aim,
we exploit a unique natural experiment, the Taille, during the Ancien Régime France. The Taille was one of
the main tax between the 14th century and the French revolution, whose tax base varied discontinuously
around a specific tax border. The southern area, under the historical influence of the Roman Empire,
levied a property tax, based on the cadastre, while the northern area levied an (archaic form of) income
tax. Using original historical data at regular time intervals, and very fine spatial resolution data, we
estimate a Spatial RDD model. We find that the area subject to property taxation experienced a greater
regional development in terms of population, number of firms, and income.

E Giommoni-Tax Technology and Long-Term Regional Development-426.pdf

Property Valuation — Cycle Length and Assessment Outcome

Yusun Kim1, Yilin Hou?
1University of Connecticut, United States of America; 2Syracuse University, United States of America

Accurate valuation of the tax base provides an important foundation for evaluating the equity and
efficiency of property tax. This paper tests whether assessment outcomes are impacted by how frequently
local governments update their property tax base. We first examine the effect of revaluation lag on
assessment uniformity with Virginia’s tax assessing jurisdictions, using IV and control-function
approaches. Results show four to six percent deterioration in assessment uniformity per additional year of
interval between revaluations. Then we analyze the impact of switching from irregular assessment to
shorter and regular (specifically annual and triennial) cycle on assessment outcomes using data on New
York's municipalities. We employ difference-in-differences and event study models with various strategies
to address potential selection bias. We find improvement in assessment uniformity from annual but not
triennial assessment. However, committing to both cycles are associated with higher administrative cost
on assessment, while not imposing additional property tax burden.

ﬁ Kim-Property Valuation — Cycle Length and Assessment Outcome-346.pdf
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Dynamic Job Market Signaling and Optimal Taxation
Andre Sztutman
MIT, United States of America

How are optimal taxes affected by reputation building and imperfect information in labor markets? In this
paper, | build a model of labor markets with incomplete and asymmetric information where job histories
play a crucial role in transmitting information about workers' productivity, which allows us to better
understand the efficiency and distributive consequences of imperfect monitoring and screening in labor
markets, and the tradeoffs the government faces when setting taxes. Optimal taxes are described by
generalized versions of standard redistributive and corrective taxation formulas, which depend on labor
wedges: the marginal contribution to output relative to the increases in lifetime earnings that result from
supplying one extra unit of labor at each period. Combining estimates from the literature and new
estimates using data from the Health and Retirement Study, | find that the corrective component of taxes
is likely to be large, especially at the top of the income distribution.

ﬁ Sztutman-Dynamic Job Market Signaling and Optimal Taxation-361.pdf

Reforming Estate Taxation By Reversing The Generation-Skipping Transfer Tax
James Allen Feigenbaum1, Scott Findley2, Sepideh Raei®

Utah State University, United States of America; 2Utah State University, United States of America; SUtah
State University, United States of America

Although the existing U.S. code through its Generation-Skipping Transfer Tax levies a higher tax on
estates passed directly to grandchildren rather than to children when children are still alive, previous work
on estate taxes has largely ignored the effect of estate-tax rates that depend on the age of heirs. Using a
two-period overlapping-generations model, we examine how steady-state welfare varies as we change the
estate tax rate imposed on young vs old heirs. In our baseline calibration, as in reality, the estate tax does
not generate a large amount of revenue relative to the labor tax, but we find that welfare can be improved,
on account of a higher present value of lifetime income, if, in contrast to the existing code, we set the tax
rate paid by young heirs to zero and raise the tax on old heirs to maintain total tax revenue.

ﬁ Feigenbaum-Reforming Estate Taxation By Reversing The Generation-Skipping Transfer Tax-378.pdf

Optimal Taxation when access to Income Shifting is Heterogeneous

Arnaldur Solvi Kristjansson
University of Iceland, Iceland

This paper characterizes the optimal labour and capital income tax schedules when access to income
shifting opportunities is heterogeneous. | analyse a two period model where individuals face a variable as
well as a fixed cost when shifting income between the labour and capital income tax base. The optimal
level of income shifting depends on the progressivity of the tax system, both locally and globally. The
intensive shifting responsiveness will have the largest implications for optimal tax rates at those income
levels where income shifting is mostly present. Calling for a lower (higher) tax rate on labour (capital)
income. The extensive shifting responsiveness will lead to changes that have implication for the overall
progressivity of the tax system. Increasing (decreasing) the global progressivity of the labour (capital)
income tax system.

E Kristjansson-Optimal Taxation when access to Income Shifting is Heterogeneous-415.pdf



Who Should Bear the Risk of Economic Growth?
Rafael Berriel1, Carlos da Costa?
1Stanford University, United States of America; 2FGV EPGE

How ought risk to be shared between two groups of agents: one which must be provided incentives,
workers, and another which need no longer be, retirees?

To answer this question, we must assess how incentives affect workers' ability to carry risk and how
backloading incentives through entitiements optimally vary across states of nature.

Perfect risk sharing is optimal if utility from consumption is log or aggregate productivity growth is i.i.d.
Departures from perfect risk sharing increase welfare if more risk is born by retirees (workers) when
productivity growth is persistent (mean reverting).

Numerically, the departure from perfect risk-sharing seems to be small. We discuss different alternatives to
implement the optimal allocation.

ﬁ Berriel-Who Should Bear the Risk of Economic Growth-384.pdf
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Capital Stock Taxation: Evidence from Germany

David Gstrein'-2

Tifo Institute Munich, Germany; 2| MU Munich

Using administrative plant-level data | study how capital stock taxation affects firms and workers. Before a
reform in 1998, the German local business tax was levied on two bases: profit and the capital stock. |
exploit this unique setting to identify the effects of capital stock taxation. Businesses that experienced a
larger tax cut increased investment and wages. However, aggregate employment was not affected in the
long run. In robot-adopting sectors, firms that experienced larger tax cuts reduced employment compared
to less exposed firms. This provides support for an interaction between capital taxation and automation.
Comparing the estimates to the literature on corporate income taxation, | find slightly larger investment
effects and smaller wage and employment effects.

E Gstrein-Capital Stock Taxation-334.pdf

How Should We Tax Capital? Interaction Between Capital Taxes and Saving Motives

Mehmet Ayaz
LMU Munich, Germany

This paper presents a simple theoretical model that highlights the differences between capital income
taxes and wealth taxes. The focus is on a distinction between two asset classes. One asset class provides
financial returns whereas the other asset class provides flow utility to its owners. In this setting, both
capital income taxes and wealth taxes discourage saving. Moreover, capital income taxes distort the
portfolio composition of individuals. With preference heterogeneity, the optimal capital taxes are non-zero.
Depending on the nature of preference heterogeneity, either the optimal capital income taxes may be non-
zero, the optimal wealth taxes may be non-zero, or both.

E Ayaz-How Should We Tax Capital Interaction Between Capital Taxes and Saving Motives-455.pdf

How To Get Richer? What Machine Learning Can Reveal About Individual Wealth
Accumulation

Viola Hilbert-2
"DIW Berlin (German Institute for Economic Research); 2Berlin School of Economics

This paper analyzes drivers of individual wealth accumulation using machine learning methods. Wealth
accumulation is measured as the absolute difference in individual wealth recorded in two consecutive
wealth surveys of the German Socio-Economic Panel (SOEP) in the years 2002, 2007, 2012 and 2017.
Random Forests are employed to select and order the most important drivers from a long list of potential
factors like socio-demographics, employment variables, and savings behavior. To gain a more fine-grained
understanding of wealth dynamics, different types of wealth holders are defined and their asset-specific
wealth growth is analyzed separately. The analyses reveal that while commonly identified drivers of wealth
growth (such as income and inheritances) are important, lesser known mechanisms, such as the type and
location of real estate or personality traits, are also found to be influential.

E Hilbert-How To Get Richer What Machine Learning Can Reveal-159.pdf

Born In The Land Of Milk And Honey: The Impact Of Hometown Growth On Individual
Wealth

Charlotte Bartels, Johannes Konig, Carsten Schroder

German Institute for Economic Research (DIW), Germany

This paper documents a strong Hometown-Growth-Wealth nexus exploiting large spatial and intertemporal
variation of economic growth across German regions 1920-2019. We use a new dataset that oversamples
wealthy individuals and includes information on the county of birth, current residence, individual wealth,
inheritances and gifts, and parental background. A one percentage point increase in economic growth in a
person's birth place since birth increases individual net wealth in adulthood by roughly 400 Euro. This
translates into a growth effect of 90,000 Euro for a person born in the declining industrial Ruhr area
between 1940 and 1959, while one born in Munich has one of 252,000 Euro. Our mediation analysis
reveals that about two thirds of the total growth effect can be attributed to our set of mediators, within
which intergenerational transfers are the most important being responsible for 90% of the indirect effect.

E Bartels-Born In The Land Of Milk And Honey-440.pdf
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The Value of Connectivity: High-Speed Broadband Internet and Real Estate Prices



Thomas Facklerz, Oliver Falckz, Simon Krause'

1University of Munich (LMU) and ifo Institute for Economic Research, Germany, Germany; 2University of
Munich (LMU), ifo Institute for Economic Research, and CESifo, Germany

The expansion of high-speed broadband Internet is of central importance to public policy and the digital
transformation. We analyze the causal effect of fast wireline Internet access on real estate prices in
Germany. Our identification strategy exploits the quasi-experiment of German states’ different preferences
for broadband expansion in rural areas, which induced variation that was plausibly exogenous to house
buyers and tenants. Using a spatial RDD and a novel micro-dataset, our main findings for 16 Mbit/s
broadband reveal significantly positive capitalization effects of 4 to 7 percent. The results correspond to
increases of average property prices by about 13,575 euros and of monthly rents by 28 euros. For higher
Internet speeds, we document still significantly positive capitalization effects but find diminishing returns to
Internet speed. We show that the capitalization effects are driven by households’ current demand for fast
Internet, as higher broadband availability translates into higher uptake by households.

E Fackler-The Value of Connectivity-356.pdf

Taxation and Entry in the Commercial Gambling Industry

Kevin Andrew Roberts
Stanford GSB, United States of America

Commercial gambling legalization is a popular means of raising tax revenue in the United States, despite
disagreement over the economic and social effects of widespread gambling access. This paper
investigates the local effects of video gambling legalization in Illinois, where almost 7,000 establishments
now operate up to six slot machines. Using variation in municipal legalization in an event-study framework,
we find mixed evidence that legalization increased municipal revenue. While tax revenue increased on
average, these gains were offset by the expiration of federal aid grants following the Great Recession.
Despite these patterns, we estimate that legalization produced a significant, sustained increase in local
public spending of 4.2%. This result is consistent with the salience of expected gambling revenue enabling
local governments to justify budget increases. In ongoing work, we use our empirical framework to
evaluate the effects of legalization on household credit usage to evaluate welfare effects.

ﬁ Roberts-Taxation and Entry in the Commercial Gambling Industry-427.pdf

On Gentrification: Renovations of Rental Housing and Socio-Economic Sorting

Matz Dahlberg, Per-Anders Edin, Majken Stenberg
Uppsala University, Sweden

This paper examines the role of large-scale renovations in driving gentrification, particularly in rental
housing in Sweden. Using comprehensive Swedish register data, we find that renovations coincide with
changes in the socioeconomic composition of properties. Our findings suggest that turnover increases in
the years around a renovation and that average earnings increase by 13 percent across all properties and
73 percent for low-income properties. However, we find no conclusive evidence of spillover effects on
neighboring properties, raising questions about the broader impact of renovations on gentrification.

E Dahlberg-On Gentrification-316.pdf
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Takeovers And Taxes: Estimates From A Two-sided Matching Model

Kazuki Onji, Roger H Gordon, Tue Gorgens
Osaka University, Japan

Taxes can affect the efficient working of the market for corporate takeover. Tax implications from takeovers
depend on joint characteristics of firms involved in reorganization but sorting among firms render the
assessment of tax influence difficult. We take advantage of the development in econometrics of matching
models and estimates a model that explicitly

account for sorting behaviors. We examine a sample of M&As transactions between publicly traded
corporations in Japan from 1996 to 2018. Our estimates thus far suggest a limited influence of losses
carried forward and debt finance. The analytical framework in our paper can be extended to cross-border
M&As and other issues in public economics.

E Onji-Takeovers And Taxes-148.pdf

Do the Existence and Form of Arbitration Impact Transfer Pricing Decisions?

Annalena Form, Oestreicher Andreas, Robert Schwager

Georg August University Goettingen, Germany

This study provides a game-theoretical model to investigate whether the availability of dispute resolution
procedures induces multinational enterprises (MNEs) to set transfer prices in a tax-aggressive way. We
find that this is typically true. However, in some cases, the availability of dispute resolution procedures
may induce the taxpayer to report more profit in the high-tax country than he or she would do in the
absence of such procedures. Simulations reveal that this result is more likely to occur if the tax rate
differential is small. Moreover, our results suggest that in a world with dispute resolution mechanisms in
place, a minimum taxation, higher administrative costs for mutual agreement procedures, or higher audit
probabilities affect the transfer pricing decision, i.e., the profit shifting behaviour of MNEs.

ﬁ Form-Do the Existence and Form of Arbitration Impact Transfer Pricing Decisions-189.pdf

How Do Corporate Tax Hikes Affect Investment Allocation Within Multinationals?
Antonio De Vito3'4, Martin Jacobz, Dirk Schindler1, Guosong Xul

1Erasmus University Rotterdam, Netherlands, The; 2\WHU -- Otto Beisheim School of Management;
SUniversity of Bologna; #IE Business School

This paper studies how corporate tax hikes transmit across countries through multinationals' internal
networks of subsidiaries. We build a parsimonious multicountry model to underscore two opposing



spillover effects: While tax competition between countries generates positive investment spillover, intra-
firm production linkages predict negative spillover. Using subsidiary-level data and exogenous corporate
tax hikes, we find that local business units cut investment by 0.4% for a 1% increase in foreign corporate
tax. This result highlights the importance of production linkages in propagating foreign tax shocks, as the
supply-chain-induced negative spillover dominates the positive spillover effect suggested by the
conventional wisdom of tax competition.

ﬁ De Vito-How Do Corporate Tax Hikes Affect Investment Allocation-199.pdf

The Excess Profits and their Tax Revenue Potential

Evgeniya Dubinina’, Javier Garcia-Bernardo?, Petr Jansk)’(_1
1CORPTAX, Charles University, Prague, Czech Republic; 2Utrecht University, Utrecht, the Netherlands

The COVID-19 pandemic affected most companies' profits negatively, but some companies did
exceptionally well, recording excess profits during the pandemic. In this paper, we estimate the scale of
the excess profits and the tax revenue potential of an excess profits tax, an additional tax levied by
governments on companies’ excess profits. To estimate excess profits, we develop a trend-adjusted
average earnings methodology. We apply the methodology to firm-level consolidated Orbis data to
estimate that large multinational corporations with subsidiaries in the EU generated excess profits of $447
billion in 2020 (42% of their total profits in 2020). Using country-by-country reporting data, we estimate the
excess profits arising from each EU member state and find that EU member states could together raise $6
billion with an excess profits tax of 10%.

E Dubinina-The Excess Profits and their Tax Revenue Potential-211.pdf
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Policy Experimentation in China: the Political Economy of Policy Learning

David Yang
Harvard University, United States of America

Many governments have engaged in policy experimentation in various forms to resolve uncertainty and
facilitate learning. However, little is understood about the characteristics of policy experimentation, and
how the structure of experimentation may affect policy learning and policy outcomes. We collect
comprehensive data on policy experimentation conducted in China over the past four decades. We find
that the experimentation exhibits two characteristics that complicate policy learning. First, about 90% of
the experiments exhibit positive sample selection in terms of a locality’s economic development. Second,
promotion-driven local politicians allocate more resources to ensure the experiments' success, and such
effort is not replicable when policies roll out to the entire country. These results suggest that, while China’s
bureaucratic and institutional conditions make policy experimentation possible at an unparalleled scale,

the complex political environments can also limit the scope and bias the direction of policy learning.

An Organizational Theory of State Capacity

Erik Snowberg
University of Utah, United States of America

A burgeoning literature recognizes that the efficacy of the state is crucial for economic growth and citizen
welfare. However, much of that literature abstracts away from the institutional details underlying state
capacity. We develop a theory that provides a working definition of state capacity and how it is provided
and maintained. We conceive of the state as a knowledge hierarchy, or an information-processing
institution that passes problems up a set of organizational layers until a layer with the required expertise
solves it. Knowledge hierarchies are costly to establish and operate, and politicians differ in policy
preferences and public goods valuations. We embed this structure in a simple political economy
framework, where politicians may idle parts of the state depending on electoral prospects, thus reducing
output. In conjunction with high partisanship, this gives the state designer incentives to distort the state

away from efficient levels of capacity and specialization.

Understanding and Increasing Policymakers' Sensitivity to Program Impact

Mattie Toma', Elizabeth Bell?
1University of Warwick, United Kingdom; 2Florida State University

Policymakers routinely make high-stakes funding decisions. Assessing the value of a program is difficult
and may be affected by bounded rationality. In two experiments with U.S. policymakers and the general
public, we find that respondents’ valuations of programs are inelastic with respect to the program’s impact.
We design and test two portable decision aids—one that compares programs side-by-side and another
that aggregates multiple features of impact into a single metric. The two decision aids increase elasticity
by 0.20 on a base of 0.33 among policymakers and by 0.21 on a base of 0.21 among the general public.
We provide evidence that the cognitive difficulty of translating impact-relevant information into policy
decisions helps explain our findings.

E Toma-Understanding and Increasing Policymakers Sensitivity-365.pdf

9:00am - 11:00am

E12: Behavioral 4

Location: Huntsman Hall 132

Random Choice and Differentiation

Junnan Hez, Paulo Natenzon'

TWashinton University in Saint Louis, United States of America; 23ciencesPo

Measuring product differentiation and substitutability is a key concern in the analysis of consumer
demand. We develop and analyze a general yet tractable model of random choice with product
differentiation in a multi-attribute setting. We show the analyst can separately identify vertical and
horizontal product differentiation from binary comparison data alone. We characterize the binary choice
rules that arise from our model using four easily understood axioms. In multinomial choice, we show the
intersection of our model with the classic random utility framework yields random coefficients with an
elliptical distribution. We provide applications to consumer demand and choice under risk.



ﬁ He-Random Choice and Differentiation-395.pdf

Causal Narratives

Chad William Kendall, Constantin Charles
University of Southern California, United States of America

We study the generation, transmission, and effects of causal narratives - narratives which describe a
(potentially incorrect) causal relationship between variables. In a controlled experiment, we show that
exogenously generated causal narratives manipulate the beliefs and actions of subjects in ways predicted
by behavioral theory. We then show how to "grow' these types of narratives organically by asking subjects
who observe a dataset to advise future subjects about action choices. Homegrown causal narratives are
more likely to be shared and more influential than other types. Finally, we show that factual, statistical
information does not eliminate the power of causal narratives.

ﬁ Kendall-Causal Narratives-340.pdf

The Use of Procedural Decision-Making as a Response to Complexity

Gonzalo R. Arrieta1, Kirby Nielsen?
Tstanford University; 2Caltech

Individuals often change their decision-making in response to complexity, as has been discussed for
decades in psychology and economics, but existing literature provides little evidence on the general
characteristics of these processes. We introduce an experimental methodology to show that in the face of
complexity, individuals resort to "procedural" decision-making, which we categorize as choice processes
that are more describable. We elicit accuracy in replicating decision-makers' choices to experimentally
measure and incentivize the choice process' describability. We show that procedural decision-making
increases as we exogenously vary the complexity of the environment, defined by the choice set's
cardinality. This allows for procedural reinterpretations of existing findings in decision-making under
complexity, such as in the use of heuristics. Participants' meta-choices provide suggestive evidence of the
welfare consequences of procedural choice.

ﬁ Arrieta-The Use of Procedural Decision-Making as a Response-355.pdf

Exercise or Extra Fries? How Behavior Impacts Health Over the Life Cycle
Neha Bairoliya1, Ray Miller?, Vegard Nygaard3

1University of Southern California, United States of America; 2Colorado State University; 3’University of
Houston

How much do an individual’s choices impact health in the long-run? Effectively combating public health
concerns like the ongoing obesity epidemic require a clear understanding of the cumulative effect of health
behaviors on the evolution of health. Using a novel dataset which follows individuals over a period of 30
years and collects detailed data on their medical conditions and health behaviors, we document the long-
run relationship between health, weight, and health behaviors. We develop a structural life-cycle model
that incorporates key components of health behavior (exercise, caloric intake, and diet quality) and ex-
ante fixed heterogeneity (e.g., genes, childhood conditions, etc.). Despite fixed heterogeneity playing an
important role, we show that health behaviors in adulthood are central in explaining the maintenance of
good health over the life cycle.

ﬁ Bairoliya-Exercise or Extra Fries How Behavior Impacts Health Over the Life Cycle-328.pdf

11:00am - 11:15am

Coffee Break V

Location: Huntsman Hall (2nd and 3rd floors)

11:15am - 1:15pm

FO01: Public Finance in Developing Countries 3
Location: Huntsman Hall 220

Pension Privatization, Behavioral Responses, and Income in Old Age: Evidence from a
Cohort-Based Reform in Uruguay

Maximiliano Lauletta1, Marcelo Bergolo2

1University of California Berkeley, United States of America; 2|ECON - Universidad de la Republica

This paper studies the effects of the privatization of the pension system on workers’ reported earnings,
employment and retirement behavior, and income in old age. We analyze a cohort-based reform to the
pension system in Uruguay that transitioned from a pay-as-you-go system with defined benefits into a
mixed system with retirement accounts. We find significant labor supply responses to the privatization.
First, workers in the privatized system are more likely to be employed in their fifties. Second, workers in
the privatized system report significantly higher earnings early-on, seemingly driven by lower tax evasion.
Regarding income in old age, we find little differences on income and poverty rates across the two
systems. However, decades later we find that a significant share of workers opted-in for a de-privatization
option, especially among those who did not choose the most profitable savings option or whose career
profiles favor defined benefits formulas.

E Lauletta-Pension Privatization, Behavioral Responses, and Income-270.pdf

The Capacity to Decentralize: Empirical Evidence on Administrative Unit Proliferation
from Uganda

Isabelle Cohen
University of Washington, United States of America

Decisions about the level at which to govern are among the most important made by states, yet our
understanding of decentralization remains limited. In this paper, | provide empirical evidence on the
importance of administrative capacity in decentralization. | focus on Ugandan reforms in 2009-10, and use
rich data on sub-district units to follow them in a difference-in-differences framework. By comparing across
different outcomes in a theoretically motivated way, and by comparing “parent” to “new” districts, | find
evidence of the importance of both administrative distance and administrative capacity. | also present
direct evidence on post-split decreases in administrative capacity for newly created districts, and argue



that this channel is the most important in explaining post-split worsening of infrastructure and economic
growth for newly formed districts. These findings provide rigorous, empirical evidence on the importance of
implementation in reform, and the consequences that may result if it is lacking.

E Cohen-The Capacity to Decentralize-472.pdf

Is Minimum the Maximum? Tax Burden on Informal Sector in VAT: Evidence from
Pakistan

Jawad Shah
University of Oxford, United Kingdom

Many developing countries revised their high import tariff regimes in last three decades and replaced it
with VAT. | utilize kinks produced by minimum value addition thresholds to estimate evasion of VAT post-
importation. | use administrative data set for the universe of VAT returns filed in Pakistan for tax years
2009 to 2016 to estimate evasion by firms exclusively engaged in imports. | estimate an average evasion
rate of nearly 50%. Using changes in thresholds over years, | provide evidence that this minimum tax
collection is the best case scenario for revenue efficiency. The firms show strong bunching at or below
threshold with about 40-60% of the firms showing bunching behavior. These results show that importers
have strong tendency to misreport their sales which implies that VAT’s impact on informal sector is only
minimal absent these arbitrary thresholds.

ﬁ Shah-Is Minimum the Maximum Tax Burden on Informal Sector-233.pdf

Informal Elites as Local Bureaucrats: How Working as a Tax Collector Improves the
Performance of City Chiefs in the D.R. Congo

Augustin Bergeron1, Elie Kabue Nginduz, Gabriel Tourek3, Jonathan Weigel4
TUniversity of Southern California, United States of America; 2Université Notre Dame du Kasai; 3University
of Pittsburgh; UC Berkeley

Delegating tax collection to informal leaders could raise revenue but risks undermining their local
accountability. We investigate this possibility by exploiting whether city chiefs in the DRC were randomly
assigned to collect property taxes. To measure accountability, we study the other side of the social
contract, i.e., chiefs' distribution of resources during a government-run cash transfer program. Consistent
with citizens' preferences, chiefs who collected taxes allocated more program benefits to poorer
households, making fewer inclusion and exclusion errors. We find no difference in the likelihood that they
pocketed benefits or allocated them to family members. Overall, citizens updated positively about chiefs
who collected taxes. We provide evidence that collector chiefs were more likely to target poor households
because tax collection allowed them to learn about household needs. In contrast to concerns of
“decentralized despotism, we find evidence of accountability benefits from delegating tax responsibilities to
local leaders in low-capacity states.

ﬁ Bergeron-Informal Elites as Local Bureaucrats-173.pdf

11:15am - 1:15pm

F02: Measuring Inequality and Redistribution

Location: Huntsman Hall 222

Distributional National Accounts (DINA) for Germany, 1992-2017

Stefan Bach1, Charlotte Bartels1, Theresa Neef?

'DIW Berlin; 2DIW Berlin, EU Tax Observatory

This paper presents Distributional National Accounts (DINA) for Germany from 1992 to 2017. The DINA
method established by Piketty et al. (2018) combines national accounts, individual income tax returns and
SOEP household survey data to build series on the distribution of pre- and post-tax national income. We
discuss income composition across the pretax income distribution and the age distribution. Further, we
explore who benefited from income growth between 1992 and 2016 and compare pretax and disposable
income growth patterns. Lastly, we highlight methodological issues that arise from linking microdata with
national accounts, a crucial step in the DINA method, and their implications for inequality estimates.

E Bach-Distributional National Accounts-358.pdf

Inequality And Redistribution In The Netherlands

Arjan Bruil1, Céline Van Essenz, Wouter ngndgrgs, Arjan Lejour2’4, Jan Méhlmannz, Simon
Rabaté?5

TStatistics Netherlands; 2CPB Netherlands Bureau for Economic Policy Analysis; 3University of California,
Berkeley, United States of America; 4TiIburg University; Sned

This paper combines detailed administrative records on the universe of the Dutch population with national
accounts aggregates to provide a thorough description of income inequality before and after taxation and
government spending. Accounting for domestic and foreign retained earnings has a substantial impact on
inequality, raising the top 10% share of pre-tax national income from 29% to 31%. Overall, the tax system
is regressive due to high consumption taxes and a low tax burden on capital income. The entire reduction
in inequality - the top 10% income share falls to 26% - comes from government spending that is targeted
at the bottom of the distribution.

ﬁ Bruil-Inequality And Redistribution In The Netherlands-392.pdf

11:15am - 1:15pm

F03: Methods

Location: Huntsman Hall 226
Why Don't Taxpayers Bunch at Kink Points?

Andrew McCaIIum1, Michael Navarrete?

'The Board of Governors of the Federal Reserve System, United States of America; 2The University of
Maryland

We introduce a new theory and new estimation method for optimizing frictions with a piecewise linear
constraint. Allowing frictions to depend on observables, we estimate why agents do not behave as



standard frictionless models predict. Our methods are not limited to public finance and apply to a general
class of mixture models and any of the four possible piecewise linear constraints, 1) slope increase
(convex kink), 2) slope decrease (concave kink), 3) intercept increase (convex notch), or 4) intercept
decrease (concave notch). We demonstrate these methods in three of these four settings. Individual
income tax returns with a, 1) convex kink and, 2) concave kink implied by the EITC. New Jersey real
estate transfer taxes with a 3) convex notch. We document which covariates account for a substantial
share of optimizing frictions and provide elasticity estimates that explicitly control for optimizing frictions.

E McCallum-Why Dont Taxpayers Bunch at Kink Points-399.pdf

External Validity in Empirical Public Finance

Meng Hsuan Hsieh, Gerardo Sanz-Maldonado, Joel Slemrod
University of Michigan, United States of America

Many recent attempts have been made to measure the elasticity of taxable income (ETI), spanning many
countries and time periods. Existing methods have, however, generally not considered that the ETl is not a
primitive parameter, but rather depends on disparate aspects of a tax system. This raises questions about
the external validity of ETI estimates based on data in one country (and period) for the ETI in other
countries with different tax systems. We propose a new approach to estimate country-specific and time-
specific ETIs with cross-country panel data, based on the correlated random coefficients model, that
explicitly express the ETI as a function of structural determinants of the tax system such as citizens’ views
about the government’s role in redistribution and the acceptability of tax evasion. We also develop
methods for extrapolating estimated behavioral elasticities to countries that do not levy a particular tax,
using wealth taxation as an example.

ﬁ Hsieh-External Validity in Empirical Public Finance-432.pdf

Kinks Know More: Policy Evaluation Beyond Bunching with an Application to Solar
Subsidies

Stefan Pollinger
Department of Economics, Sciences Po, France

The German subsidy for rooftop solar panels is a cornerstone in the global efforts to deploy renewable
energy. This paper exploits kinks in the nonlinear subsidy to estimate adopters' responses at the intensive
and participation margin. The estimates show that, compared to a linear scheme, the government's
subsidy reduces costs by 0.14%; an optimal nonlinear scheme would more than triple this gain.
Methodologically, the paper proposes a novel semi-nonparametric estimator. It enables the evaluation of
nonlinear taxes, subsidies, or prices when existing kink and discontinuity methods are inapplicable
because agents simultaneously respond at the intensive and participation margin.

E Pollinger-Kinks Know More-251.pdf

Bunching as Quantile Differences with Implications for Welfare Analysis

Nicholas Young Li
George Washington University, United States of America

This paper shows that ubiquitous bunching estimators commonly used in the analysis of tax policy can be
viewed as approximating experimental quantile differences. It characterizes assumptions and bias
associated with bunching reformulated as a simple ratio estimator. Finally, the paper considers the extent
to which distributions of potential income can be used as direct inputs to general welfare and tax optimality
analysis.

E Li-Bunching as Quantile Differences with Implications-362.pdf

11:15am - 1:15pm

F04: Covid

Location: Huntsman Hall 260

Restrictions to Civil Liberties in a Pandemic and Satisfaction with Democracy

Daniel Graeber1, Lorenz Meister1, Panu Poutvaara?

DIW Berlin, Germany; 2ifo Institute and University of Munich, Germany

Unexpected crises, such as armed conflicts, natural disasters and pandemics require immediate
government interventions to protect the population. In democracies, policy makers need to balance the
effectiveness of their intervention with respect for civil liberties, such as the freedom of movement and the
right to privacy. What determines citizens' political approval of restrictive state interventions in a crisis? To
answer this question, we explore the early moments of the COVID-19 pandemic in Germany, a crisis that
especially highlighted tension between civil liberties and public health objectives. We exploit variation in
mobility restrictions across states to estimate a difference-in-differences (DID) model and a DID-event
study analysis. Our results show that stay-at-home orders increased individuals' satisfaction with
democracy by 18% of a standard deviation. Turning to the mechanism, we show that the effect strongly
depends on the perceived health threat and past exposure to an authoritarian regime.

ﬁ Graeber-Restrictions to Civil Liberties in a Pandemic and Satisfaction with Democracy-309.pdf

A Trust-Based Targeted Support Scheme For Distressed Firms

Dinara AIpys_bayeva", Annette Alstadsaater1'2, Simen Markussen3, Oddbjgrn Raaum?®

NMBU, Norway; 2SKkatteforsk - Centre for Tax Research; 3Ragnar Frisch Centre for Economic Research,
Oslo, Norway

The Norwegian government developed a compensation program for enterprises to sustain its business
activity during the corona crisis. The amount of the compensation was scaled by the size of the revenue
drop and relied on firms’ self-reported revenue. We analyze the reporting behavior of businesses in
response to the program. We find strong evidence of the presence of strategic misreporting, but to a very
limited extent. In total, we find that the actual support paid out is 5-10 percent higher than what it should
have been, due to strategic misreporting.

ﬁ Alpysbayeva-A Trust-Based Targeted Support Scheme For Distressed Firms-222.pdf



Moral Hazard Costs of Policy Extension in a Recession

Alice Lapeyre

CREST, France

Short-time work (STW) programs held a central stage in the policy response to the pandemic in Europe,
subsidizing temporary reduction in hours worked. While there is a growing literature on their employment
effects, it has remained silent on moral hazard. Yet, its rapid expansion and large upscaling likely fueled
moral hazard. This papers intends to quantify behavioral responses to STW in the context of France
during the pandemic. Using exhaustive establishment-level and worker-level data on STW take-up and
quasi-experimental variations in employer contribution to the program, | study two types of behavioral
responses (i) misreporting and (ii) changes in real economic behavior. | estimate a bunching response to a
discontinuity in cost along the wage distribution which stems from a reporting margin only. Using a
variation in employer contribution across industries, | quantify a misreporting response as well as real
adjustments of labor demand.

ﬁ Lapeyre-Moral Hazard Costs of Policy Extension in a Recession-331.pdf

Predicting Firm Exits with Machine Learning: Implications for Selection into COVID-19
Support and Productivity Growth

Benedikt Vogf'z, Mark Kattenberg1, Lily Davies'
"Netherlands Bureau for Economic Policy Analysis, Netherlands, The; 2Erasmus University Rotterdam

Evaluations of business support programs often face the problem of accurately predicting which firms
leave the market. In this paper we first show that a machine learning model better predicts firm exits than
conventional methods. This improvement in prediction quality stems from both the estimation method and
the use of high-dimensional firm data. Second, we show that firms with a lower predicted exit probability
were more likely to use COVID-19 related state-support. However, since the firms with the highest
predicted exit probabilities benefited most from the support we conclude that market cleansing was
distorted, although less than previously thought.

E Vogt-Predicting Firm Exits with Machine Learning-418.pdf

11:15am - 1:15pm

FO05: Charitable Giving

Location: Huntsman Hall 270

Quality-Aware Tax Incentives for Charitable Contributions

Zachary Halberstam1, James R. Hines Jr.2
"Harvard University, United States of America; 2University of Michigan, United States of America

This paper characterizes efficient tax subsidies for charitable contributions, and considers the properties of
potential reforms. Contributions are underprovided in the absence of subsidies, and are misdirected if
subsidies fail to account for the net costs that donors incur. It is costly for prospective donors to identify
high-quality giving opportunities and to act on the basis of this knowledge, so there will be too few high-
quality contributions if all giving receives the same tax treatment. A more efficient alternative is to offer
generous tax subsidies that are partially or entirely recouped if recipient organizations subsequently
experience precipitous contribution declines.

ﬁ Halberstam-Quality-Aware Tax Incentives for Charitable Contributions-116.pdf

Sensitivity of Charitable Giving to Realized Income Changes: Evidence from Military
Bonuses and the Combined Federal Campaign

Carl Wojtaszek, Michael Stephens Kofoed

United States Military Academy, United States of America

The permanent income hypothesis states that agents perfectly smooth consumption given a large,
anticipated shock to income. Testing these implications is difficult given the endogenous nature of income
and payment timing. We leverage exogenous variation in military bonus size and timing matched with
donations from a large workplace charitable drive where soldiers contribute via payroll deductions during a
fixed open enrollment period. Our findings show that soldiers are 5 to 10 percent more likely to contribute
if they receive their bonus during the open enroliment period. We also show that the effect diminishes with
age and bonus experience.

E Wojtaszek-Sensitivity of Charitable Giving to Realized Income Changes-245.pdf

Hedging by Giving: Spiritual Insurance and Religious Donations

Yu-Jane Liu1, Juanjuan Meng1, Dalin Shengz, Yu Zhang1

1Peking Univeristy, China, People's Republic of; 2Southwester University of Finance and Economics,
China, People's Republic of

This paper analyzes donation behaviors from the perspective of religious beliefs. Using a transaction-level
dataset from an Asian economy, we show that higher income uncertainty predicts more donations,
especially for religious donations, and after negative income uncertainty and health shock. This pattern is
inconsistent with existing explanations of donation, but can be explained by a “spiritual insurance”
channel, whereby donators believe that giving reduces the probability of the bad state. Indeed, we find that
those who donate to non-local religious organizations reduce their insurance purchases, suggesting that
“spiritual insurance” channel can be influential for donation and the insurance market.

E Liu-Hedging by Giving-276.pdf

Extreme Giving Commitments
Ragan Petrie, Marco Castillo
Texas A&M University, United States of America

Organizations facilitate commitments to long-run giving and large gifts. Despite making a commitment to
give, individuals may not donate. This study asks, what affects follow through? We partner with a charity



whose donors commit to give 1% of their income for life. Donors drop out of the donation pathway at two
key points: (1) after pledging but prior to the first donation and (2) at donation milestones, e.g. 6, 12 and
24 months. Using a field experiment design, we randomly assign donors to receive a recommitment
request or no request, at these two key points, to see how this affects donations. Those who intend to
follow through on an extreme giving promise don’t need a prompt of that promise. For those who have not
started donating, prompts increase the probability of donating and amount donated. Prompts are
ineffective for those who already started their commitment.

E Petrie-Extreme Giving Commitments-470.pdf

11:15am - 1:15pm

F06: Political Economy Theory

Location: Huntsman Hall 280

Self-Signaling and Voting for Redistribution
Juho Alasalmi
University of Konstanz, Germany

There seems to be more to voting than policy. Nevertheless, models of voting tend to focus on aggregate
policy preferences. | model voting for redistribution under uncertainty over future incomes with imperfect
memory and anticipatory utility. Imperfect memory gives votes meanings as signals of future income
prospects. Anticipatory utility motivates concern over the meanings of votes. Voting becomes self-
signaling: Voting for low tax rate is consistent with the desirable belief of high future consumption. Voting
and policy preferences diverge and voting does not aggregate policy preferences: fewer voters vote for
redistribution than prefer redistribution. Higher income risk increases the value of self-signaling which
decreases the demand for redistribution. If voters do not perceive themselves as pivotal a policy trap
where a decisive coalition votes against its best interest may arise.

ﬁ Alasalmi-Self-Signaling and Voting for Redistribution-244.pdf

Physical vs. institutional public goods provision: Evidence from China

Linghui Han

George Mason University, United States of America

This paper argues that political and market concentration level explains why developing economies often
under-invest in institutional infrastructure and legal capacity. Economic growth challenges this equilibrium
and incentivizes rulers to invest in institutional infrastructure complementary to physical infrastructure.
Rulers make joint investments to expand market entry and size if they can secure greater rents and
preserve institutions favoring concentration. Instrumenting market concentration level with the share of
coal mining industry in local industrial output, the difference-in-differences analysis of Chinese data from
1997 to 2006 shows that the fiscal expenditure ratio of physical to institutional infrastructure rose 42%
faster in provinces with market concentration indexes in the top quartile in 2000 (the year before China
acceded to the World Trade Organization). The paper also presents a theoretical model proposing that
investment in physical infrastructure rises faster than institutional infrastructure when the market
concentration level increases.

ﬁ Han-Physical vs institutional public goods provision-137.pdf

On The Politics Of Local Equalization And Grant Systems: Low Criterion Objectivity
And The Strategic Use Of Grants

Niels Jgrgen Mau Pedersen1, Seren Etzerodt?

VIVE - The Danish Center for Social Science Research, Denmark; 2TUM - Technical University of Munich

Low criterion objectivity increases the scope for political-strategic use of interregional grants by allowing
grants to be tailored to specific political interests. Using Danish large-scale 2020 equalization and grants
reform as a case, we show that several newly-introduced grants have low criterion objectivity. We find that
these grants correlate strongly with constituencies where the Incumbent (Social Democratic Party) and its
parliamentary supporters and the reform coalition are well represented before reform. We do not find a
robust relationship between party support and changes in grant schemes based on objective criteria.
Leveraging polling station data we finally find strong positive correlation between new non-objective grants
and votes for the incumbent and its parliamentary supporters in subsequent 2022 parliamentary elections.
The paper contributes a new argument to the literature, points out the importance of objectivity for
strategic use of grants and tests the argument empirically with new data using mixed methods.

ﬁ Pedersen-On The Politics Of Local Equalization And Grant Systems-225.pdf

Conflict, Information and Regime-Change

Davide Bosco1, Luca V.A. Colomboz, Gianluca Femminis?

TUniversita' Milano Bicocca; 2Universita' Cattolica del S. Cuore, ltaly

Even under an authoritarian rule, the stability of power rests, at least to some extent, on popular consent.
We study a global game of regime-change, where an authoritarian government can influence popular
support via policy making. Citizens can challenge the government via a riot, whose chances to succeed
increase with popular discontent, which is unknown to all. We show that public, unbiased information
about consensus can be ex ante beneficial for the regime. Furthermore, we provide a full characterization
of the regime's optimal policy. Our results provide a consistent explanation for the heterogeneous forms of
limited media freedom often observed in modern non-democratic regimes and widely documented by the
empirical literature.

ﬁ Bosco-Conflict, Information and Regime-Change-424.pdf

11:15am - 1:15pm
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Location: Huntsman Hall 320

Taxation of MNE Profits in an R&D Driven Economy: Beneficial Tax Havens and
Minimum Taxes

Malte Luttmann
University of Mlnster, Germany



In this paper, | consider optimal minimum taxation and the optimal taxation of intellectual property (IP)
income in a setting, in which research and development (R&D) activities of multinational enterprises
(MNEs) are suboptimally low due to positive cross-country spillovers resulting from R&D activity by MNEs.
The R&D incentives set by an MNE's host country are inefficiently low in equilibrium. Allowing MNEs to
access tax havens may help to overcome this inefficiency because it shelters MNEs' profit from foreign
taxation. This forces foreign countries to contribute to the R&D incentive for domestic MNEs. In such
settings, minimum taxes serve as a tool to fine-tune tax haven access. Regardless of the welfare-effect of
R&D, a strictly positive minimum tax is optimal for each country. Uncoordinated minimum taxes may be
excessively high, if R&D investment has a strong impact on productivity. Under certain circumstances, IP
boxes are a welfare-improving substitute for tax havens.

ﬁ Luttmann-Taxation of MNE Profits in an R&D Driven Economy-163.pdf

A Global Minimum Tax for Large Firms Only: Implications for Tax Competition
Andreas Haufler’, Hayato Kato?
LMU Munich, Germany; 20saka University, Japan

The Global Minimum Tax (GMT) is applied only to firms above a certain size threshold. We propose a
simple model of tax competition and profit shifting by heterogeneous multinational firms to evaluate the
effects of this partial coverage of the GMT. A non-haven and a haven country are bound by the GMT rate
for large multinationals, but can set tax rates for multinationals below the threshold non-cooperatively. We
show that the introduction of the GMT with a moderate tax rate increases tax revenues in both the non-
haven and the haven. A gradual increase in the GMT rate, however, triggers a sudden change in
equilibrium from a uniform to a split tax rate, at which tax revenues in the non-haven decline. A gradual
increase in the GMT coverage weakly raises world tax revenues, but may benefit the non-haven and harm
the haven. We also discuss the quantitative importance of these results.

E Haufler-A Global Minimum Tax for Large Firms Only-202.pdf

Could Country-by-Country Reporting Increase Profit Shifting?

Ruby Doeleman1, Dominika Langenmayr2‘6'1, Dirk Schindler®4.58

Vienna University of Economics and Business; 2Katholische Universitit Eichstatt - Ingolstadt; SErasmus
School of Economics; “NoCeT; 5Tinbergen Institute; ®CESifo

Since 2016, Country-by-Country reporting has provided tax authorities with information about
multinationals' worldwide activities. It has been hailed as a game-changer for corporate taxation, enabling
tax authorities to target multinational firms with high profits in tax havens. We model Country-by-Country
reporting as increasing both tax planning and audit costs for profit-shifting multinationals, where the latter
depend on the share of profits held in tax havens. Then, Country-by-Country reporting makes shifting
profits from a high-tax country to a tax haven relatively more attractive than shifting from a low-tax country.
Under plausible conditions, profit shifting from high-tax affiliates may increase relative to no Country-by-
Country reporting. We confirm these changes in profit-shifting patterns using a staggered difference-in-
differences design. The opposing effects for low-tax and high-tax countries also explain the mixed findings
of previous empirical evidence on Country-by-Country reporting.

E Doeleman-Could Country-by-Country Reporting Increase Profit Shifting-256.pdf

Estimating the Scale of lllicit Financial Flows: the Abnormal Flows Method

Bathusi Gabanatlhong1, Daniel Coll Solz, Miroslav Palansky3
TCharles University, Czech Republic; 2Tax Justice Network; 3Tax Justice Network, Charles University

lllicit financial flows are intrinsically difficult to detect as they cannot be measured directly. In this paper, we
develop a general, indirect method of estimating the scale of illicit financial flows, the so-called abnormal
flows method. The method utilizes a bilateral gravity model to estimate the expected volume of cross-
border financial flows and quantifies the unexplained flows to offshore financial centers. We denote these
flows as an indicator of illicit flows. Applying this method to data on foreign direct investment, portfolio
investment, and bank deposits, we observe that Europe and America are the primary destinations for illicit
financial flows. We estimate that in 2020, tax havens and secrecy jurisdictions resulted in US$53 billion
and US$3.1 billion in forgone tax revenue, respectively. Our findings also indicate a 19 percent increase in
illicit financial flows in tax havens despite the implementation of automatic information exchange
regulations, highlighting ongoing gaps in the system.

E Gabanatlhong-Estimating the Scale of lllicit Financial Flows-429.pdf

11:15am - 1:15pm

F08: Migration

Location: Huntsman Hall 322

Taxation and Migration by the Super-Rich
Arun Advani1, David Burgherrz, Andy Summers
TUniversity of Warwick, United Kingdom; 2LSE, United Kingdom

Using administrative data on the globally connected super-rich in the UK, we study the effect of a large tax
reform on migration behaviour. Prior to 2017, offshore investment returns for “non-doms' - individuals tax-
resident in the UK but with connections to other countries - were untaxed. Non-doms are strongly
concentrated at the top of the income distribution: 86% are in the UK top 1%. A 2017 reform brought long-
stayers into the standard tax system, reducing their effective net-of-average-tax rate by 18%. We find that
emigration responses were modest: our central estimate is that the emigration rate increases by 0.26
percentage points for a 1% decline in the net-of-tax rate, and we can rule out increases larger than 0.4
percentage points. Dispelling fears that the targeted taxpayers were able to circumvent the tax hike, we
find large average increases in income reported and tax paid in the UK of more than 150%.

2

ﬁ Advani-Taxation and Migration by the Super-Rich-141.pdf

Taxation and Regular Folks' Migration: Evidence from 35 Years of Canadian Immigration
Data



Adam Michael Lavecchia, Alisa Tazhitdinova?

"McMaster Univesity, Canada; 2University of California, Santa Barbara, United States of America

Using administrative data on all immigrant arrivals to Canada from 1982 until 2016, we investigate how
personal taxation affects immigration decisions. Using variation in country-of-origin tax rates and a variety
of identification approaches, we are not able to detect statistically significant effects of taxation on
immigration decisions. Our results suggest that while taxes may affect location choices of the very top
earners, they are unlikely to play a qualitatively important role for regular folks. €

E Lavecchia-Taxation and Regular Folks Migration-442.pdf

Effects of Property Assessment Growth Limit Portability on Migration Flows

Stuart DiDonato, Antonios Marios Koumpias
University of Michigan-Dearborn

Does the removal of property tax-related disincentives to relocate increase migration flows? Combining
IRS county-to-county migration data from 1993 to 2020 and comparative case study designs, we estimate
that the portability provision led to a robust increase in individual and household in-state county-to-county
migration outflows in Florida relative to county-to-county migration outflows in all U.S. states but Alaska,
California and Hawai'i by 201.3 to 612 households and 270 to 889.6 individuals and null effects on in-state
migration net inflows. We interpret these findings as evidence that the portability provision has a non-
negligible impact on migration flows with important policy implications. Revising property tax code through
the portability provision can increase in-state mobility and alleviate the lock-in effect of assessment limits
while retaining state population. Robustness checks imply a natural amenity mechanism rather than
home-ownership rates driving migration flows in support of the benefit, not the capital, view of property
taxes.

E DiDonato-Effects of Property Assessment Growth Limit Portability-452.pdf

11:15am - 1:15pm

F09: Environmental 3
Location: Huntsman Hall 326

Global Emissions, Regulatory Competition, and Excess Entry
Hikaru Ogawa1, Wenming Wang2

1Graduate School of Economics and Graduate School of Public Policy, University of Tokyo, Japan;
2Hunan University, Business School, China, People's Republic of

This paper presents a model that relates the efficiency of environmental regulatory competition to firms’
excess-entry. The two main results are as follows. First, if emissions from production remain localized,
environmental regulations are too tight and firm entry is insufficient because tighter environmental
regulation in one country will have negative external effects through exacerbating firm entry with increased
emissions in other countries. Second, if emissions from one country spillover to a global scale, just as
CO2 emissions lead to global warming, the effect of emissions on welfare is the same for all countries no
matter which country emits, so the positive and negative external effects of tightening of regulation in one
country just cancel each other out, resulting in efficient regulation levels and firm entry

E Ogawa-Global Emissions, Regulatory Competition, and Excess Entry-185.pdf

Veto and Versatile: Understanding the Local Implementation of Environmental Policies
in China

Jinke Liu, Xinming Deng

Central University of Finance and Economics, China, People's Republic of China

Whether local governments effectively implement environmental policies is crucial to successfully address
global environmental challenges. However, scholars are still unclear about when and why local
implementation of environmental policies fails, epecially in developing countries where high priority is often
given to economic development rather than environmental protection and local officials are held
accountable upwards. We investigate how local governments implement environmental performance
assessment policy (EPAP) in China. Based on a sample of prefecture-level cities from 2005 to 2015 and a
difference-in-differences estimator, we find that the EPAP has effectively reduced pollution emissions.
However, the pollution abatement effect only emerges in assessment years but not in non-assessment
years, leading to strategic implementation of environmental policy at the city level. The strategic
implementation behavior is more evident in cities where emission reduction task is unfeasibly high and
where city mayors have no environmental work experience or professional expertise.

IS Liu-Veto and Versatile-219.pdf

Would You Like To Super-Size Your Car? The Effect Of Environmental Subsidies On
Emissions

liona Tsanko'+2

1ZEW Mannheim, Germany; 2University of Zurich, Switzerland

This paper studies the impact of subsidies for Plug-in hybrid vehicles (PHEV) on carbon emissions. | show
that subsidizing innovations without considering consumer behavior can harm the environment. | provide
descriptive evidence on charging instances of PHEV and combine it with a structural model of demand for
new passenger vehicles to evaluate the market outcomes had subsidies for PHEV not been in place. |
show that PHEV subsidies were used by consumers to purchase larger and heavier vehicles and that
consumers of PHEV seldom charge their vehicle. Taking into account the observed consumer behavior, |
find that the elimination of subsidies for PHEV would have led to a yearly reduction of 167,139 tons of
carbon emissions which are equivalent to the yearly carbon emissions 52,916 households emit due to
energy consumption.

E Tsanko-Would You Like To Super-Size Your Car The Effect-221.pdf

11:15am - 1:15pm

F10: Optimal Taxation 3

Location: Huntsman Hall 360



2€ Gas! Tax Holidays, Incidence Heterogeneity, and Market Power
Giacomo Brusco1, Lorenzo Pessinaz, Andrea Tulli’

1University of Tuebingen, Germany; 2Amazon

We exploit tax holidays in response to the invasion of Ukraine to study how the pass-through of gasoline
taxes varies with market power. We are able to observe both the number of competitors faced by a gas
station and its markup over marginal cost. Our findings are consistent with a model in which multiple
equilibria are sustained in markets with a low concentration of gas stations, leading to more heterogeneity
in pass-through, while only a competitive equilibrium is sustained in markets with many competitors. We
present evidence that those gas stations that are able to collude, and charge high markups, only passed
about 60% of the tax cut on to consumer prices. Gas stations with low markups, instead, passed on
virtually the entirety of the tax cut.

ﬁ Brusco-2€ Gas! Tax Holidays, Incidence Heterogeneity, and Market Power-281.pdf

Time-Limited Subsidies: Optimal Taxation with Implications for Renewable Energy
Subsidies

Michael David Ricks', Owen A Kay2

1University of Nebraska - Lincoln, United States of America; 2University of Michigan - Ann Arbor, United
States of America

Pigouvian subsidies are efficient, but subsidies with limited durations are not Pigouvian. When using "time-
limited" output subsidies, the optimal policy subsidizes output and investment, where investment subsidies
separately correct for the limit. Because the change in production when the subsidy ends is a sufficient
statistic for the optimal duration, we estimate this statistic using the US Renewable Energy Production Tax
Credit for wind energy. Wind facilities reduce generation by 5-10% when the ten-year subsidy ends,
demonstrating that time limits distort production even in inelastic industries, and suggesting that adapting
to limits is key to improving industrial policy elsewhere.

IS Ricks-Time-Limited Subsidies-151.pdf

Demographic Change and Optimal Insurance Mix of Life-Cycle Risk

Peter Haanz, Osman Kucuksen4, Alexander Ludwig3, Matthias Schén’

"Deutsche Bundesbank, Germany; 2DIW Berlin, Germany; 3Goethe University Frankfurt, Gemany;
4Hacettepe University, Turkey

We address the question of optimal insurance against idiosyncratic productivity and health risk over the
life-cycle and how the design depends on the demographic structure. For the analysis, we develop a
quantitative overlapping generations model. During the working period, households face a progressive
income tax code, which encompasses contributions to social insurance, notably unemployment insurance
and retirement insurance. In retirement, households receive a, potentially, progressive pension income,
which is partially linked to past earnings. We parsimoniously parameterize tax, transfer and pension
schemes and retirement age and optimize jointly over this entire system of life-cycle insurance and
redistributive instruments. We apply the model to study optimal insurance in light of ongoing demographic
change processes in Germany.

E Haan-Demographic Change and Optimal Insurance Mix of Life-Cycle Risk-286.pdf

How Should an Optimal Tax System React to a Crisis? Simulation Results for Zambia

Dingquan Miao', Ravi Kanbur?, Jukka Pirttil3
Linnaeus University, Sweden; 2Cornell University, USA; 3University of Helsinki, Finland

The COVID-19 pandemic increased public debt and changed the income distribution in many countries.
We use a numerical simulation approach to derive optimal nonlinear marginal tax rates for the pre-crisis
and crisis periods. Our work contributes to the literature in two main ways. First, our results are informative
about the desirable extent of redistribution in lower-middle-income countries in normal times. The analysis
considers relevant features of a developing country, such as informality. Second, we assess the need for
changes in tax and benefit policies in the wake of shocks.

E Miao-How Should an Optimal Tax System React to a Crisis Simulation Results-441.pdf

11:15am - 1:15pm

F11: Corporate Taxation 4
Location: Huntsman Hall 130

The Tax-Elasticity of Tangible Fixed Assets: Evidence from Novel Corporate Tax Data

Sean Mc AuIiffe1, Georg U. Thuneckez, Georg Wamser!

1University of Tubingen, Germany; 2Max Planck Institute for Tax Law and Public Finance, Germany

This paper develops a new approach to calculate country-industry-year-specific forward-looking effective
tax rates (FLETRs) based on a panel of 19 industries, 221 countries, and the years 2001 to 2020. Beside
statutory tax rate and tax base determinants, the FLETRs account for typical country-industry-specific
financing structures as well as asset compositions. We show that effective tax rates suffer from significant
measurement error when the latter information is neglected, owing primarily to inappropriately assigned
asset weights to statutory depreciation allowances. Our empirical analysis exploits the substantial variation
in FLETRs over time to provide estimates of the tax semi-elasticity of corporate investment in tangible
fixed assets. Based on more than 24 million firm entity observations, our results suggest a statistically
significant tax semi-elasticity of -0.41, which is at the lower end of previous findings. We further show that
different sub-groups of firms respond very heterogeneously to tax incentives.

E Mc Auliffe-The Tax-Elasticity of Tangible Fixed Assets-226.pdf

Are Complementary Policies Substitutes? Evidence from R&D Subsidies in the UK

Jacquelyn Pless
MIT Sloan School of Management, United States of America



Governments often subsidize private R&D using both grants and tax incentives. This paper studies
whether they are complements or substitutes. | take a difference-in-discontinuities approach to examine
small firms in the United Kingdom and find that increasing tax credit generosity enhances the effect of
grant funding on R&D, suggesting that they are complements. Financing constraints are likely at play. The
effects are most substantial for firms that appear constrained, and by implementing another quasi-
experimental research design, | find that the instruments are substitutes for larger firms, which are usually
less constrained. Some alternative explanations can be ruled out.

E Pless-Are Complementary Policies Substitutes Evidence from R&D Subsidies-411.pdf

Corporate Responses to Size-Based Tax Rates in Lithuania

Pablo Garriga, Thiago Scot
The World Bank, United States of America

We study how firms respond to differential tax rates based on size using administrative tax data in
Lithuania. The existence of a notch in the tax schedule faced by corporations allows us to use bunching
estimators to calculate the revenue (0.35), cost (-1.29), and profit elasticities (7.41). We then leverage on
the panel structure of our data to provide insight on whether the the tax system has an effect on the
growth path of firms. We find that firms located close to the notch in one year will report systematically
lower revenue growth than other firms.

ﬁ Garriga-Corporate Responses to Size-Based Tax Rates in Lithuania-275.pdf

11:15am - 1:15pm

F12: Spatial Economics
Location: Huntsman Hall 132

Housing Policies and Social Mobility

Daniel Da Mata', Lucas Mation?
Sao Paulo School of Economics - FGV, Brazil; 2|nstitute for Applied Economic Research - IPEA

We leverage lottery and administrative data to study the effects of a large-sized housing program on
educational and labor market outcomes. Brazil's My House My Life program heavily subsidizes
homeownership, albeit in remote areas, for millions of low-income families. We document that children of
lottery-winner households move to worse schools as measured by a wide range of indicators. Moreover,
school absences increase significantly. Further analysis shows that children in lower-quality schools are
those who present higher absence rates. Our findings have far-reaching implications highlighting the need
to design and target housing policies to stimulate important drivers of social mobility.

ﬁ Da Mata-Housing Policies and Social Mobility-386.pdf

Does Place-Based Policy Work in Rural Areas? Causal Evidence from Japan
Rui Qing1, Takafumi Suzuki?
"Musashino University, Japan; 2Aichi Shukutoku University, Japan

This study examines the effectiveness of a place-based policy targeting rural areas in Japan to address
regional economic disparities. The policy offers financial incentives to regions with significant declines in
population and an aging population to increase capital investment and public services. Employing a
difference-in-differences (DID) estimation, this study compares designated municipalities with those
narrowly missing designation. The results show that the policy has had a statistically significant impact on
social capital expenditure, as well as an overall increase in public expenditure. However, there was no
significant impact on in-migrant population size or per capita income. Interestingly, municipalities with a
higher aging population had smaller effects despite receiving more fiscal expenditures. This study
contributes to the ongoing debate surrounding the effectiveness of place-based policies in rural areas.

ﬁ Qing-Does Place-Based Policy Work in Rural Areas Causal Evidence-298.pdf

Supply and Demand Responses to Tax Kinks in Rental Housing Consumption:
Evidence from Iran

Carlos Hurtado', David Albouy?, Kaveh Nafari®

1University of Richmond, United States of America; 2University of lllinois, United States of America;
3Deloitte, United States of America

We use a unique administrative dataset on housing transactions in Tehran to provide evidence on the
incidence and distortionary effects of taxes on rental properties. We exploit a particular feature of the tax
code in the Tehran rental market, where the tax-exemption threshold depends on the property’s size.
Substantial bunching occurs below the tax cutoff, suggesting strong behavioral responses to the tax kink.
We also find higher after-tax rents above the kink. Based on these variations, we develop a structural
framework with property taxes and filing costs to estimate the price elasticities of housing size supply and
demand. We estimate a mid-run (10-year) price elasticity of housing size supply of 1.36 and a price
elasticity of housing size demand of -0.17. We find high, but incomplete pass-through of the rental tax,
implying that renters bear most filing costs.

ﬁ Hurtado-Supply and Demand Responses to Tax Kinks in Rental Housing Consumption-324.pdf

School Accountability and Student Achievement: Neighboring Schools Matter
Atsuyoshi Morozumi1, Ryuichi Tanaka?

1University of Nottingham, United Kingdom; 2University of Tokyo & RIETI

Previous research on school accountability has shown that the disclosure of school-level results of a
national standardized student achievement test has a heterogeneous impact on student achievement
across schools. This paper, highlighting a type of standardized test that has no stakes for students (called
a national assessment), sheds further light on circumstances under which the information disclosure has a
desirable impact on student learning. Specifically, utilizing an unanticipated disclosure of school-level
results of Japan's national assessment occurred only in one of the prefectures in 2013 and treating
schools in other prefectures as a control group, we show that the information disclosure has a significantly
more positive impact on student achievement when the school has more schools in close proximity (i.e.,



neighboring schools). The result is robust to the consideration of other possible conditioning factors of the
information effect such as school budget autonomy.

ﬁ Morozumi-School Accountability and Student Achievement-459.pdf

1:15pm - 2:30pm

Lunch i

Location: Huntsman Hall (2nd floor)

2:30pm - 4:00pm

Plenary IV: Rising Stars Panel with Kirby Nielsen, Daniel Reck, Peter Schwardmann,
David Yang

Location: Eccles Conference Center (ECC) 216
Session Chair: Robert Metcalfe, University of Southern California

4:00pm - 4:30pm

Closing

Location: Eccles Conference Center (ECC) 216

6:00pm - 9:00pm

Social Program lll: Conference Dinner incl. Award Ceremony

Location: Riverwoods Conference Center
adjacent to SpringHill Suites hotel (shuttle buses from campus)



