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5 AGH GAGE A Aol BE AFA Aol gl Aeel A A
Aue] £ f7o og qaE mPe WAt s (solution) & ¥ 7%
@k 7ol Fol 7 ahelA] AV A A EAG hE B4 )2
34,

1. ®lx|ul=
Z delA AohAlg AP ARt HE AFA A = , A (first-
best) o] ZAAEE FAAES] Aol F53tA AH7F AlEusks Aol A
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37} lQle] SEel Bede 98 g drhd dAAe] wd FEe] B e
7 Ehgle] A dRsks A4el pEel B4 Ahseth WA pE A o
e sha

d(el’) =t,i=0,1

7

2 gddrch

5+, Laffont and Martimort(2001, chapter 7, pp. 291-294)2] Ao & 4=
Ul AH7E i ‘/LH]X}«] W3S mhotelA] Rk B9 ARY A9 A
AAo R AAZ HAE ¢ 28 7o =2 Alas Faeitt b 24 A

A (second best)¢] 4 }Jﬂ“ gAAfRRo] 271 9] BRQlS 1A -9, ik ol
=2 JAAte] fFelkHZA(incentive compatiability constraint ; IC)7} &
(binding)&lch. TgE AHo] oabA| 2FZ71(budget constraint ; BC)7F #3238+
Rk whebs F AR gl AFA el o gk A o) H A Alef = A, ALk
o] ¥ WAzt @AM E-2(o]a}, FAolA AFA ARILE EAstaL, B XA
Mol gle A5, A ajo Ha sbE o&) BEF)H dA kA vh

c'(e{b) = (efb) =t (3)

Aol v dAlAbe] FAME2 HAde] S RY A Lav=

GI sh_Gl b
pld (0 — & ()] }megb) w

A9l AAolth. AAFF 13 FRAEE PO le) = elelty/ty) — clt /1)
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& B (ef) = le(ty/ty) —c(t, /1)) 24 el ek go] AAWE FHS EFYe AfolE 9
n)Ekar ek o= A (4)9] Bley) =cle) —cley (ty/t,)) 7t el F74FoHA &
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pT,+(1—p) Ty =0 (BC)

ZAAE ﬂ7FwHﬂﬂ-%ﬁﬂ7vﬁﬁzﬁﬂﬁ7M3%wﬂﬂbﬂi$%e9+

p(tie; —cle)) +(1—p)(te,—cley)) = pU, +(1—p) T, (BC)

7 Y.

g, mEolA b JE ARk Ak el whe Al A R

Rty (z,, Ty)] = Rty (2, T})] (1)
Rt (2, T))] = R [t) (0, T)] (1¢y)
2 Fojdrh FAdFHEA YR, (1) = 2 ALY FARPE A7 Bels
t, o2 xHstHetE o]9o] & 4 glA gk Atz (10 )% =2 A
o FAIAZE A71e] = AA A Barsks slo] vk siteE As HolFal
Ak A #/RdE (revelation principle) 24 WAUZESY =2 %4—8« t}-&- 3}

2ol
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max pG(U,) +(1—p) G(T})

Use;

subject to (BO),(IC,) and (IC))

=1 >xy— 1T (£2)

7} s et a A ekah mA 19 oA A ()] FFA- o] AFEH o s A
HaS Folsk 4= gk olake] Aol olA 7wl HAe FES 9sA
e 7 v, 9 Uf% 747t B A dAA A ARyt £ v ® e 2}
el #A g, HA A HA G FAAe] AR ARFE
(ex post information rent)® X7]|3FAF M2 F7|Hol oJ&ir A7} A4
dlof & Awe X Zead P oey 2o 283 5 gtk

max pG(U;)+(1—p) G(T}) P
Use;
subject to (BC),
Uy = Uy —(ay) +aple, — T — (2 — T,)] (rcy)
U = UrJ+¢(xo)_ap[x1_T1_(%_To)] (101/)

NA y(z;) =cla,/ty) —clz,/t;) ZA z;° t3te] EF(convex) oItk o, v(z,)
= A o] e ARt AR AEety b A2 HH Tz po ARt
A3 gy 2L gAE 47 "ok

BA LA FARRE TR

= w3tk 7P EA GAAE 98 =2
o, FAle] BT AFH oW th ¥y

S|
(1) AAEE Sl FAAl gt wHeEe c’(ej)>c’(e{b)@e{b<ei 24

(1+ap)(1-p) @ (UJ)+pG’(Ul*)}}/ . o
tl{( DG UD) +pG (D)1 +a) =c (e)) <t; = (e]") (5)

6) A 191 QolAl, a=o0eka kvl WA Tk A A B Aol A (3), A @)%} B3}
A Ak,
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(ii) AJrkge] vre gdalate] tigh w8 FEe, ley) < (ef) < (ef!) e el > e

> e;i/ﬂ,

t{ (1+ap)(1—p) G (T)) +pG (U)] }
N a+ap)1—p) G (0) +pG (U] +ap? G (U) — G ()]
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(Abstract)

Social Preferences and Optimal
Income Taxation

Kangsik Choi

To examine the properties of the optimal income taxation scheme
under adverse selection, we analyzed taxpaying agents who are
averse to inequity. The efficient agent who is averse to inequity was
found to produce more outputs than first-best level, while the in-
efficient agent produces less than the second-best level of standard
adverse selection output when the agents compared incomes among
themselves. Thus, the tradeoff between efficiency and equity becomes
more serious or positive than the tradeoff without inequity aversion if
agents compare income. When agents compare rents, the optimal
productions become identical to the standard adverse selection which

has the same degree of tradeoff between efficiency and equity.
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