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MR RO (L) : Marginal cost of public funds (MCPF) is an additional change of effective
costs generated by one unit of additional tax revenue. | estimate labor supply elasticities of Japanese
households and MCPF, using a large micro data from Employment Status Survey. The estimated
uncompensated elasticities of labor supply are small (0.06 — 0.21), while the substitution and income
effects are estimated rather large, compared with the literature. Based on these estimated parameters, |
estimate a Japanese MCPF as 1.1 on average. In addition, optimal linear income tax systems are
calculated.
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