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Abstract This article investigates the Ramsey capital income taxation in a stochastic
multi-asset economy, consisting of forward-looking representative agents. To address this
issue, we adopt a continuous-time framework, in which uncertain asset returns are
modeled as some Ito processes. This specification of the uncertainty allows us to deal with
the higher moments explicitly and show how the risks on asset returns affect the optimal
tax rate.

1 CIRJE



80
Chamley(1986) Judd(1985)
Chamley(1986)
Judd(1985)

Zhu(1992)
Eaton(1981)
Zhu(1992)

Chari-Christiano-Kehoe(1994)

2 90 Ayagari(1995),
Jones-Manuelli-Rossi(1993,1997), Judd(1999)
Judd(1999)

3 Chari-Christiano-Kehoe(1994)



Dynasty

Lifetime uncertainty

Lifetime uncertainty

oG




Grinols and Tunovsky(1993) “Current

macroeconomic theory is disappointingly limited in its ability to deal adequately with risk”

pagel 4
First
Step
4 Grinols and Tunovsky(1993)
AK
Closed Form
Eaton(1981),

Smith(1996), Corsetti(1997)

homogeneous utility function



Section

Section5

Zhu(1992) Chari-Christiano-Kehoe(1994)

Grinols and Tunovsky(1993)



(I index ) 1

z, aiT[LZ;-nnﬂ

f, (kg Ky, )t +8 ek dz

é qkia dz?

rPat



Eaton(1981)

t i

1- t1)F, (koo kD)t + 3 (1- b2 g dz?
)1 )

dkia ) (l- hia )qkia

Fk'dt+§ 9“ k'dz®

t'=h'=..=h? =..=K'™

(@) (=120 a=12-m)

{({t- t")wi Jot
a° g k' +b

f™io p/a

Fo (1- ), (koo K,

>

(1) da:ié_ Fif 'a+ Wl +r°f ™a - cgdt+é_é(ﬁ“""fiadz”l
I i a

1

hia
k1)
i
i
tl
W dt
f'ok'/a Ui



gQ e "u(c, I)ds p
ky (Ui), by,

m+l

Max U st. (1), Ui k'(0)=ki, b(0)=b,, &f'-1=0
j

Hamilton-Jacobi-Bellman

Bismut(1973, 1975)

o -algebras

Lipshitz

c(t)

@

Pontryagin
Bisut-Pontryagin Dual
Dual
Bisut-Pontryagin
5
z (W,F,P) F
F z fitration F ={F,:t1 [0,¥)}
the filtered probability space
(VV, F.F, P) “almost surely”
nonnegative, square-integrable, adapted stochastic processes Lf
L
F, -measurable nonnegative QC(S) dSu< ¥
g Es“q{||qk<s>||}dsg<¥
a(t) the growth condition
condition



Bisut-Pontryagin

Dual A Dual A
Bismut Ito process 7 zZ A
H® A d =Idt+8§ H*dZ 8
A 1
Ha
2
2
Ha
 H*dz -H*>0
a
Za
H H
Dual

6 Bisut-Pontryagin

Brock-Magill(1979)
Dual

7

Bismut(1973)
’ " EGR{IH(9" asd < ¥

9



(c,1,f)

é‘t+Dt rs U é‘t+Dt Crt l]
Eté e U(C’|)dSQ+EtéQ d(e Ia)c|

€ i & .. R fs) a0 U
E&) e°julcl)+| %) Fif la+ Wl +r°f ™a- c8+é a H%q“ef'a k,)dsa
| i |

a

5 14Dt . . e g A 6. .U
+Eth e"s{la— rIa}dsE+EtéQ e'*sgaé H® +1 § § q*°f 'azdz®
é a i g 0

I a

~
-

c

0 D® 0

1 & e 0,9 o yalkasi : U
siu(e 1)+ 1 BB FF fak il +rf Ma- ¢ Hegkef a +(I'a- rl
e %u(c )+ 8alr a+iil +rf ™a- ci+ g g H a+( a-r ){)

I a

3
12 3 v
Hamiltonian = u(c.1)+ | {8 f'f 'a+ @l +1° ™a- o+ & & Hq"f'a +z3- 5112
I % i a e j %]
9
3 3 a.l:iqkla
dz®
(- H)
3
1 10

) u(cl)-1 =0
3) u(cl)+W =0

9 Bismut(1975)
10 limE e "I (T)a(T)] =0

TeY¥
Brock-Magill(1979)
10



@ ==
la
(5) F+g al q*e z Ui =1,--,m
2 la
4 i
5 2
qkia (_ Ha/l )
Dual variable process
d _ b o H?
(6) I——(r-r)dt+a|—dz
1
2 2
(- )
Dual Approach (- Ha)
(- /)
H*? A z
A
(- )
C-CAPM
C-CAPM
C-CAPM Consumption based

11



C- CAPM

()

C-CAPM
4 5 X
a
A
i
e o Ha ’\kiaO
2 -a q =+
2 | o
Factl

L midt +§ g**dz* $= mdt + § g dz*
c :

(8) JH UG + a! e
l T U . : %
2
(6) O
& [e] Ha "kiao
gaa
. @
(/1)
11 6

12

()

11

(2)

(du,/u,)



u(c,1) = u(c) + V(1)

Section

Section

Section

12

12

convex u( ), v()
é qcaqkia
a
25 31
Section4
Section5

Chamley(1986)

13

Judd(1985, 1999)

Judd(1999, Theorem3)



Zhu(1992)

Section

Ramsey Problem

Section

RBC

A

fo

> 0, éil)(ia

>0 (U,a)

13

ko g K i ERRVA

al;\ij K+ W - f(j Koo mk,|)+rbb+ ggdt +é éj ik((A]"ia - qkia)dza

1 2

13

14



(10) dk:{f(j e k1) - g}dt +& & kg dz’

a I

Max U st (2),3), (), (7),©), 10 Ui K(©)=K, bO)=b, 5j'-1=0

Ui k'(0)=k!, b(0)=h,

aj'-1=0
Dual
A dual variable
p*, p°, p'
A p’
dp’ = pldt + T'*dz Uj=k,b,]I
Ito p’
TR p 27 T2
Tia T
Section
p' Ito

15



Bismut(1973)

a@“ S"lmo aé]kll . dklmo
g ;o Qia :og Lol : :
2l A mm= 2 ki 2 kmm
%S Smmg gq qmmz

Hamittonian = u(c, )+ p*{ f(j .- j "k.I)- c- g}
K

+p' (r- rb)l
by S(u,- 1)+y (u +it) V- 4

+é Tka éj iquia +é-|-baéj ik(quia
y.yLVv
(7
2
3 14

Chamley(1983, 1986)

16

-O:

N

) qkia) ) éTIaI ésf\ia(fi i rb)

gain



Tie Uj=kb,l
0
See for example Judd (1999)

15
i W l,j!
1) p% 'k-1§8%T'* =0 Ui=12--,m

(12) p’b- p'l +Iéé_§' 2 =0

b
s y'=-

(14) u - p“+y°u_ +y'u, =0

15)  u +p“f +p°(W- f)+y°u, +y 'y, =0
ka b 3 ba ..
P 1. o T "ia wa\U_ V
(16) f +a—q F’:\(r - f')+aa'F(q - q )Ev)_ pkk
(14)(15)
2) (14)
p* Y “Ug +Y'U
pb
y' @y -l y
(14)
pb
- I—(uccc+u )
(15)
(16) i
1 2
3 4
(11) (12) pPa=p'l

15

17




Dual P, p.,p

(17)
d é 2 i °Tka° CI b‘° i P OTbaOAia ia G kaa
P oG-a iAo aae - 2la (- r) e g (0 - o) Yia T
e i a P i P T a P i I\;u a P

b ba
(18) dlb:(r-rbdt+é-r—bdza

P a P

| c | la la
(19) dil:?wyl -—IW+§1T| ase(r- rb)—dt+é—dTb z°

P P p a P 2 a P
(17) (16)
dp“ _¢€ o T o P lfn T [ 2 a U0 LA

=ar - fi-a—a" - —ilf"- +a - g“® )yt + Q ——dz
& 2P pki( ") ( )féu 2P
1

2
(18)

1

2
(19) A
T Uj=k,b,l p/ Uj=k,b,l z
Tl
Tl
T
Section H?#
C-CAPM
TR

18



Ha

ycucc +y|uC|
b
y Cucc +ylucl B Ip_(UOCC+UC||)
yo & U C+U,lo_ 2 u,c+uyld
& | & & u o
T T'* y° y' Lemmal2 T*
d
- p° marginal excess burden
de- p/l
burden
Tha Tla yc y|
yC
Lemmal
la i
e =3%4 va=12.-.m
p i a
ba a
(21) Tb:T Ua=12--,m
P

(22 y°¢=dc y'=dl

Appendix

marginal excess burden

19

y

Lemmal

Theoreml

1
Judd(1999)

T

notation

marginal excess

(13)



Appendix

Chamley(1996) marginal excess burden

marginal excess burden
State

16

i (ti,hil,"',him)
Eaton(1981)

Zhu(1992) Chari-Christiano-Kehoe(1994)

h? Ui,a 1
Tbaj ik_ és’;iaTIaHa =0
t' 1 (11)
a: i P’ i, a o 1, 8 HYO
T 'k- =—j 'kH? = k -——==0
J I J P gpb | o
(21) t'
h* Ui,a 1
|
16 5 3 (0) K,
d bo marginal

excess burden

20



PI
Pi
p! 1 1
Pi

ti :hil =..= hia =..= him

Christiano-Kehoe(1994)

yo e uccc+uc,lg
£ u o

Ui

(14 (@ (22

(24) p“ =1 (1- dv)
p*/!

Pi
Pi
2
=% 2
P! I
Zhu(1994) Chari-
exante taxation
e}
o)

21



(24) p =1

av
low of motion — =midt +§ g~ dz® notation
v

m an
m i Crﬁ+V||I’TJ'I+a(]/ )( (mca)2 +2Vdcqca|qla +V||(|qla)2)z/v
|

q= ={v.cq= +v|Iq'a}/

rr\‘1qva
Theoreml
dv/v
(24)
asdpk d o
g—k - — (6)(17)
p | o
Pi
Theorem
yo geu c+u|o ﬂ:rr‘idt+éqvadza
V a
f, >0, qok'a >0 (U,a)
t>0 ki P
(25) P’ -Cga q“q” +rﬁ+a q°°
7

22



0& _Ha—_lﬁ Ca_l_cll la ¥
1+d- dv I % U, d U, d E;
Lemma2 dd=0 (24)
k _ ‘.
(26) dpk -i:ﬂ?ﬂJrﬂﬂg
p | 1-dvév | v@
T [12,m (16) V/ p* P
Lemmal(21)
Tka " b i Tka 'a b
16a) f +3 = q- -%p =f,+8 ; q _%pl
17) i1 [12,-,m]
dp* _ e o T o p° .0 o T a
17a =cr- f - +—P =dt +g ——dz
R ka?pk
6) () P!
(6a) (:—Izaer-fi-é—qi' kia+P‘9dt+é—dHI 7
) 2} .
k
(26) (17a)(6a) dpk OII_'
p
1o aH® T9o pPo_ U, o a® H'O6
26 =i - q® -¢l- —=P'ydt +q ¢——- ——=dz
e ! %? o ? pkﬂ}’,d AT T o
-dv & o H? 0 -dv o
26 = n3i+ Va+dt+ vada
2o I ergem e e 89«
dt dz
1 io aH* T“O -dve, o H* 0l
27 P'= ' _ kia + vaZo
) 1- pb/pk}?gl o T dvé ?lqz
a'® H®6 -dv .
28 - - = v Ual [12,---,m
29) gpk l o 1- dvq [ ]
(27) (28) (25) d (24)
& p6_x | po & do_1+d-dv
€ o Flp & 1-dvg  1-dv
O

23



v dv/v

( )
(25)
v

é qkia

v
|
C

Remark (25)
(dv/v) =0

Remark

C-CAPM

kia

24

q
25 d qkia
qkia d
v dviv H/I
(25)
v
I
d
(dv/v) =0 P'=0 d=0
Pi
v
(30)



Remark (T k‘a/ pb)

(av/v) =0

(T=/v%) (H/1)

Remark Theoreml
(24)

Lemma2 (dd/d) = 0

Sectionb5

P i

u(cl)© {1- exp(- ge)} +h()

concave g

v=gc
(dv/v) = (dc/c)
M=ni, g% =g® Ua

® (-H/1)=

a

ca ~kia

kia _— o
g =gca 9“q

a-

(28) G %q“

(26)

26)  (dv/v)
(@)

\
h(») |
\Y
\' Cc

gcq® Ua

gc
aqcaqkia

aqcaqkia

25



(7) r _ gca qcaqkla _rb

P (25a) v
Pi
Corollaryl
u(c.l)© {1- exp(- gc)} +h() (25)

. P55 %) ' o 20 -
25 P|: kia ~yCa m_ ca s U
(25a) cgd g + gc§(q Js Ui

o dgc
1+d- dgc
® )20

(25a) grﬁ - gcd (OI ) p
Theorem?2
f, >0,g >0 (U,a) t>0
T [12:,m
(30) P & -dv Oé va kia _ & -dv oé va  kja

T€1+d- dvg S dvgs T 4

26



st [12,--,m|

P i,jT[l,Z,---,m]
| é qvaqkia |
(31) P'-P)=2—|P'-P°®
( ) a qvaqkja ( )
Pe=f_-r"
PN & o H? w0
(25) iyl [1,2,---,m] grﬁ +a—q°=
a (%]
(30)
st 121 0w
Ps=f_- re | S (30)
I 5—_& - dv QO va . kia
PP a2 9 @ J s
(31) O
(30)(31)
(31)
CAPM
(30)(31) v
é qvaqkia pi
(31)
(31)
u(cl)® {1- exp(- ge)} +h() (31)
Corollary?2
u(c,1)° {1- exp(- gc)} +h(l)
sl [lZm]
P i,jT[l,Z,m,m]

27



| é qcaqkia |
(31a) (P'- P*)=2— — (P - P2
aa“q
a
Pe=f_-r"
qva qca
P' Ui
Specific Utility Functions
Section
Section
Section
P' Ui
P Ui
Section Section
\Y \/
\
Section
Section
Section

Chamley(1986),
Judd(1985), Zhu(1992), Chari-Christiano-Kehoe(1994)

28



Judd(1985)

Zhu(1992)

Homogeneous

Homogeneous

Zhu(1992)

Christiano-Kehoe(1994)

Kehoe(1994)

Campbell(1994)

Section

P'=cm
VvV
P' Ui

(25b)

(250) P

Corollary3

(25b) P'=cnt

Chari-Christiano-Kehoe(1994)

o q :q =
Ui T [12,--,m|
P' Ui
Plot'f
'=0 Ui
P'=0 Ui
1
qkia’zgva - (25)
Ui T [12,--,m|

29

Chamley(1986),

Chari-

Chari-Christiano-

25

t'=0 Ui



P'=t'=0 Ui

homogeneous utility function

homogeneous of degree h

Y,
dv

\% homogeneous of degree h

25
(25c) P'=0 Ui T [12,--,m|

homogeneous of degree h

Lemma?2

0
ti :|1”':“.:lfa :“.:lfm

Corollary4
(D) homogeneous of degree h
(2)
degree h (25)
(25c) P'=0 Ui T [12,--,m|

ti :|1”':u.:[fa :”.:[fm

h(® |

(av/v)

0

homogeneous of

concave



u(cl)e {1- exp(- gc)} +h(l) -9

Section

(25)(31)
Corollaryl 2 P Ui

25a
(25a) P! @:Igcgeé q“eq® + rﬁgj Ui
25a c -dgc
P' Ui
mi
é qkiaqca Pi U|

invariant measure d

31

P i



s \F9
(e (- 1))
u(c,l) = gll g>0 cong.
1-9
r
Subsection
Chari-Christiano-Kehoe(1994)
\Y V:g+{(1- S)(l g)}-_l
d_V_ l (1 S)(l g)g i° a2 2 lagaY
T v gmnral) e
| (1-s)@-9)i 1 o 2{]
nxia - 'rﬁ+— la
Cy v Amral)
va — 2 l (1 S)(l- g) la
4 -a (- 1)° v
(8)
Ha N | ..
A= ](s- 0)- 907 - £10- <)o- o
(25)(31) i jT[12:,m
i d | } Nl e e a2
(25d) P = Trd v - |)2 (1- s)(1 g)%eq q +rh+1_ I e(q )
[¢] | o] U
+3 (s(l- g)- 1)q°e‘q'a -77a (1- s)(1- g)(CI'a )zg
vg=1 u(c,1) =s logc +(1- s)logl Sectiond-2 Corollary4(2)

32



é qlaqkia
5

(3ld) (Pi'PS)zw(Pj'Ps)
(31d)
Corollary2 (31a)
P Ui
5 qla
qla
P Ui
_ | N _ ..
(25d) P’ @d(1- s)(1- ) ) ié geqe +m+Q (s(l- g)- 1)q°aq'a§
- | a a
P'" Ui d
I1- ¢ c
Chari-Christiano-Kehoe(1994)
- d
(25d)”
2
Section3
Section4 =%
Section
2

33



Dynasty

Section

Christiano-Kehoe(1994)

Section

Christiano-Kehoe(1994)

Section

Section

18

Aiyagari(1995)

34

OLG

Chari-

Chari-

18



Lifetime Uncertainty

Lifetime Uncertainty

€

o (24)
Homogeneous
0 0

Lifetime Uncertainty

(LU 1) da:ié_ Fif 'a+ Wl +r°f ™a- cgdt+é_ & g““f 'adz +dq
I i i a

q

dqo |0 With probablity (1- et

971 a with probablity et

e >0

m+1

Max U st. (LUJ), Ui K=k, b0)=b,, &f'-1=0
i

35



Hamiltonian = u(c.|)+ | 18 ¢t 'a+ @l +1° ™a- C\Z
T

H%q 1 13 dz +zgl afJ -el a
a2

» Qo -

+a

Lifetime Uncertainty
-el a

A
(LU 6) O:—Iz{(r +e)-r°}dt+§ Hl—dza
(6) 3
€
LUG6 Lemmaz2

(LU 23) ad =-edt

d
0 (26)

dp* dl _ -dv ggd  adv dI avo
LU 26 - —= —
( ) p* 1 1- dvr V@

LU26 LU6 (17a)
Theorem3
€
i k' P

36

(LU23)



(LU25) P'= Cgaé geqg® +nm+g ']l—qvag- ce
2 ! 2

CO$ _H_a:_\:,l"lcccqca_'_udlqk,\l;I
1+d- dv | Tu u, g
Theorem3 Theoreml - ce
X €

Homogeneous Utility function

Section homogeneous of degree h
0
(LU 25) (dv/v) =0 P'=-ce
0
k? average
2l 8 ~afpa)Lindoa
Fikidt+§ q* (k*)k'dz
a

é‘lkia (ka)

37



ka

ka dkia(ka)
(ﬂdkia /ﬂka) — 4K (17)
d ia I ia ia uu
CU - R WA T )+a—( g )yt
p é a p T p {JG
\IO a—ka pb Tba k o T a
-ia - aj k 2 dt +a —dz
1S P p A
Lemmal,2 (21) 27)
. 1 lo aH* T“06 dv & o H? ou
E 27 PI = , _ : kia _ + va Y
( ) 1- pb/pk ':\aa' I p"éq 1+dV8 ? I d ﬂt;
o H* o . i1 a 1 lo 8T H%0s . a
-a al ka, ia - al 'ka,
a 1 1-(p°/p*); 280" 1 g
2 3 2
3
(28) E27
Theorem4
k? average I
Fikidt+g q* (k*)k'dz?
i K' p
(E25) P’ —Cgaqk'aq“a+rﬁ+a g2
a
o va, __kia
2 |

38



Co dV Ha — \I,ucccqca _l_ucllqlal,‘l
. - —
1+d- dv | T U U E;
P' Ui
(ikia >0
E25 2 3 2
o Ha
ai'ka® T
[
Homogeneous Utility Functions
homogeneous of degree h
. H2 o . .
(av/v) =0 (E 25) P':-él—éj'kcﬁ‘fa
a i

Section3

39



Section

Chamley(1986),
Judd(1985)
Homogeneous
Zhu(1992)
Homogeneous
Zhu(1992)

Chari-

Christiano-Kehoe(1994)
Chari-Christiano-

Kehoe(1994)
Section5 2
Life time uncertainty
1
m<n

C-CAPM

40



Appendix

Lemmal
la i

(20) Tl :é_k—q'a Ua=12--,m
p pa
ba a

(21) T = H Ua=12 m

(22 y°¢=dc y'=dl

Lemma2
dd
23 —=0
(23) g
Lemma
(20) (11)(12)
(A1)  ap’=Ip
(11) (A1) p°/I
H| la
a2 LX-3T g vy
a .p
s (A2)
la i
(20) T, =354 va=12--m
p i a
(21) (Al)
ny ) A0) da o dacp’ o ol ol ap'
ap® | p' a p> ap> I p 1 p
(A3) (1)(6)(18)(19) (20) dz®

41



42

(21) pb | Ua:l,z,...,m
(21)
(A2) dp” _di oo
p* |
« )
(22) (13) y' =dl
(A3)(A4)
a5 ~da_dp
pI
A5
(A5) dt y°=dc
(19) (A1) p d
(20) y'=dlI
dpl b yC | la
ap _ y R ° T ..
| r°+2 -2 W+ o ziafpi _ b\Q T'2
p p| p| ?- pl aI-S (r -r )Bdt"‘éa.Fdza
e, ly” |y' | T'2 ..
=cqgr + W+° T% o siafai fo) -I-Ia
8 apb apb ? apb aiS (r - rb)gdt+é pb dz2
:E&}ba_B/_c+Wl+éé| Tlagia(p 6 a K
- SI A - ¢} [e] AI
a d 4 A (f r)gd“g.ailgqadza
(11) (f-r") i
o
k|A|_b:OOI a sia [ 2
AK(-r) =8 & 5Ts (- 1)
dp' _1am . cg i
o -ggf?lr k' 4P+ W - yd 9dt+é,é.k—6|‘adza
2 a i @
(A5)
(23) d
_ a@’6_ p°jdp’ " b
dd_-dgl_B:-FI’_}_Lb_ i+§@u9 il oaelp” o
t | | o €l I'Jépb[a()
(A4)  dd=0 (23) o



References

Atkinson, Anthony B., and Sandmo, Agnar. 1980. "Welfare Implications of the
Taxation of Savings. " Econ. J. 90: 529-49.
Atkinson, Anthony B., and Stiglitz, Joseph E. 1972. "The Structure of Indirect
Taxation and Economic Efficiency." J. Public Econ. 1: 97- 119.
Auerbach, Alan J., and Feldstein, Martin, eds. 1985. Handbook of Public Economics.
New York: North-Holland.
Bismut, Jean-Michel. 1973. “Conjugate Convex Functions in Optimal Stochastic
Control.” J. Math. Analysis and Applications 44: 387-404.
Bismut, Jean-Michel. 1975. “Growth and Optimal Intertemporal Allocation of Risks.”
J. Econ. Theory 10: 239-257.
Brock, William. And Magill, Michael. 1979. “Dynamics under Uncertainty.”
Econometrica 47: 843-868.
Chamley, Christophe. 1986. "Optimal Taxation of Capital Income in General
Equilibrium with Infinite Lives." Econometrica 54: 607-22.
Chari, V. V.; Christiano, Lawrence J.; and Kehoe Patnck J. 1994. "Optimal Fiscal
Policy in a Business Cycle Model.” J. Political Econ. 102: 617-652.
Corsetti, Giancarlo. 1997. “A Portfolio Approach to Endogeneous Growth:
Equilibrium and Optimal Policy.” J. Econ. Dynamics and Control 21: 1627-1644.
Eaton, Jonathan. 1981. “Fiscal Policy, Inflation and the Accumulation of Risky
Capital.” Review of Economic Studies 48: 435-445.
Grinols, Earl L. and Turnovsky, Stephen J. 1993. “Risk, the Financial Market, and
Macroeconomic Equilibrium.” J. Econ. Dynamics and Control 17: 1-36.
Grinols, Earl L. and Turnovsky, Stephen J. 1998. “Risk, Optimal Government
Finance and Monetary Policies in a Growing Economy.” Economica 65: 401-427.
Jones, Larry E.; Manuelli, Rodolfo E.; and Rossi, Peter E. 1993. "Optimal Taxation in
Models of Endogenous Growth." J. Political Econ. 101: 485-517.
Jones, Larry E.; Manuelli, Rodolfo E.; and Rossi, Peter E. 1997. "On the Optimal
Taxation of Capital Income.” J. Econ. Theory 73: 93-117.
Judd, Kenneth L. 1985. 'Redistributive Taxation in a Simple Perfect Foresight
Model." J. Public Econ. 28: 59-83.
Judd, Kenneth L. 1999. "Optimal taxation and Spending in General Competitive

43



Growth Models.” J. Public Econ. 71: 1-26.

Smith, William T. 1996 “ Taxes, Uncertainty, and Long-term Growth.” European
Econ. Review 40: 1647-1664.

Zhu, Xiaodong. 1992. “Optimal Fiscal Policy in a Stochastic Growth Model.” J. Econ.
Theory 58: 250-289.

44



