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We analyzed theoretically how the tax reform in progressive income taxation
has long-term effects on the likelihood of the indeterminacy of an equilibrium path, endogenous
growth rate and income ratio among individuals through built-in-stabilizer of fiscal policy.

In our model, we considered a growing economy that consists of many heterogeneous agents with a

different preference, instead of assuming the representative agent setting in the existing models.

Moreover, we assumed that the government sets different tax rates and the degrees of progressive

capital and labor income taxes, in place of the uniform, comprehensive income taxation which the

existing studies supposed. We investigated qualitatively and qualitatively to what extent a change
in the degrees of progressive capital and labor income taxes affects macroeconomic stabilization and
prevents from economic fluctuations.
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