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Effects of tax schemes on intergenerational conflict on policies: A political
economy approach

Kotera, Go
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This study theoretically examines what kind of tax schemes are politically
supported when there is an intergenerational conflict on polices such as pay-as-you-go pension for
older generation and education for younger generation. This study shows that using consumption tax,
rather than income tax, as a financal resource of public education leads to the improvement of
economic growth and social welfare in population-decreasing economy. This result suggests that
public education financed by consumption tax is beneficial not only for younger generaltaion but
also for older generation in aging society, and therefore such tax scheme is politically supported.
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