

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
				
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Apportionment, Fiscal Equalization and Decentralized Tax Enforcement

	
    
        
            
            







    
    










    
    
    
    











			
                    MPI Collective Goods Preprint, No. 2008/21
 
        

    
	

	
	
		
		
			27 Pages
		
		

		Posted: 15 Jul 2008
		
			Last revised: 2 Dec 2008
		
		
	

	
		
			
			




	See all articles by Christian TraxlerChristian Traxler
Hertie School; CESifo (Center for Economic Studies and Ifo Institute)
Andreas Reutter
University of Konstanz - Department of Economics


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: April 2008

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We study tax evasion and decentralized tax enforcement in a federal economy with mobile capital and the endogenous formation of multiregional companies. Regions use their enforcement policy as a strategic instrument to engage in fiscal competition. Within this framework, we analyze the uncoordinated policy choice under formula apportionment (FA) and compare it to the incentives which derive from fiscal equalization (FE). As both systems redistribute collected revenues but not enforcement costs, they distort the regions' incentives to enforce taxes. At the same time, jurisdictions partially internalize the fiscal externalities caused by their enforcement policy. We show that the tradeoff between these two opposing effects differs between FA and FE, and crucially depends on the degree of interregional firm integration under FA. We discuss conditions under which FA, FE or a joint system of FA cum FE provides the 'best' incentives for decentralized tax enforcement. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Tax Enforcement, Tax Evasion, Formula Apportionment, Fiscal Equalization, Tax Revenue Sharing

	
	

	
    

    
	

	
	
		JEL Classification: H77, H71, H26

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Traxler,  Christian and Reutter,  Andreas, Apportionment, Fiscal Equalization and Decentralized Tax Enforcement (April 2008). MPI Collective Goods Preprint, No. 2008/21,  Available at SSRN: https://ssrn.com/abstract=1160175 or http://dx.doi.org/10.2139/ssrn.1160175 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Christian Traxler (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Hertie School  ( email )

			

			
			
				
				
				
					Friedrichstrasse 180
Quartier 110
Berlin, 10117
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute)  ( email )

			

			
			
				
				
				
					Poschingerstr. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Andreas Reutter

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Konstanz - Department of Economics  ( email )

			

			
			
				
				
				
					Konstanz, D-78457
Germany

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       76

			

		
		
		
			Abstract Views

			      926

		

		
		 
		
			Rank

			  570,408

		

		
	


	

	
		
			
				       26 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Macroeconomics: Monetary & Fiscal Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Monetary & Fiscal Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,563

                                    

                                    
                                        PAPERS

                                           18,569

                                    

                                

                                
                            

                        

                    

                
	
                    Public Economics: Taxation, Subsidies, & Revenue eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Public Economics: Taxation, Subsidies, & Revenue eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,345

                                    

                                    
                                        PAPERS

                                           11,338

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Max Planck Law Network Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Max Planck Law Network Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              101

                                    

                                    
                                        PAPERS

                                            1,879

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Efficiency Consequences of Local Revenue Equalization: Tax Competition and Tax Distortions

                        
                            By
                                
                                
                                    
                                    Sam Bucovetsky
                                     and 
                                
                                    
                                    Michael Smart
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Incentive Effect of Fiscal Equalization Transfers on Tax Policy

                        
                            By
                                
                                
                                    
                                    Thiess Buettner
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Fiscal Incentive Effects of the Australian Equalisation System

                        
                            By
                                
                                
                                    
                                    Bev Dahlby
                                     and 
                                
                                    
                                    Neil Warren
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Do Fiscal Transfers Alleviate Business Tax Competition? Evidence from Germany

                            
                                By
                                    
                                    
                                        
                                        Peter H. Egger, 
                                        
                                    
                                        
                                        Marko KÃ¶thenbÃ¼rger, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Competing in Taxes and Investment under Fiscal Equalization

                            
                                By
                                    
                                    
                                        
                                        Jean Hindriks, 
                                        
                                    
                                        
                                        Susana Peralta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Competing in Taxes and Investment Under Fiscal Equalization

                            
                                By
                                    
                                    
                                        
                                        Jean Hindriks, 
                                        
                                    
                                        
                                        Susana Peralta, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Raising Taxes through Equalization

                            
                                By
                                    
                                    
                                        
                                        Michael Smart
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Fiscal Equalization and Yardstick Competition

                            
                                By
                                    
                                    
                                        
                                        Christos Kotsogiannis
                                         and 
                                    
                                        
                                        Robert Schwager
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Efficient Revenue Sharing and Upper Level Governments: Theory and Application to Germany

                            
                                By
                                    
                                    
                                        
                                        Thiess Buettner, 
                                        
                                    
                                        
                                        Sebastian Hauptmeier, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.104 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
