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		Abstract

		Under what conditions does atomistic behavior between competitive governments lead to efficient industrial location patterns?  Is there a call for cross-subsidies between countries which impose different tax rates? In this paper, we address these questions, drawing on the large literature on American metropolitan areas. There is compelling evidence that American regions are linked by a substantial degree of intra-regional trade. There have been many papers that propose fiscal equalization and/or tax harmonization policies designed to internalize the fiscal externalities that intra-regional trade may create. We study an equilibrium model of a single region, whose separate political jurisdictions are linked by trade in intermediate goods. When the trade linkage is strong in the sense that a downstream economy depends heavily on an upstream good, market failures in the upstream economy lead to the possibility of Pareto-improving fiscal redistributions. But not all such plans yield equal benefits, and we conclude by offering a discussion of the economic features that support fiscal redistributions and the coordination of tax policies. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Haughwout,  Andrew F., Trade and Tax Policy in the Presence of Market Failures: Lessons from American Regions (April 3, 2003). Tax Policy Conference, p. 372, 2003,  Available at SSRN: https://ssrn.com/abstract=2073390
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Andrew F. Haughwout (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Federal Reserve Bank of New York  ( email )

			

			
			
				
				
				
					33 Liberty Street
New York, NY  10045
United States
212-720-2685 (Phone)
212-720-1844 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    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

				       26

			

		
		
		
			Abstract Views

			      719

		

		
		
	


	

	
		
			
				       25 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Tax Law: Tax Law & Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Tax Law: Tax Law & Policy eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,201

                                    

                                    
                                        PAPERS

                                           11,235

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Paul L. Caron at Pepperdine University - Rick J. Caruso School of Law

                                    

                                
                            

                        

                    

                
	
                    Political Economy: Taxation, Subsidies, & Revenue eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Political Economy: Taxation, Subsidies, & Revenue eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           13,424

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Trade eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Trade eJournal

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

                                
                                    
                                        FOLLOWERS

                                              717

                                    

                                    
                                        PAPERS

                                           27,352

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Agglomeration, Integration and Tax Harmonization

                        
                            By
                                
                                
                                    
                                    Richard E. Baldwin
                                     and 
                                
                                    
                                    Paul R. Krugman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Agglomeration, Integration and Tax Harmonization

                        
                            By
                                
                                
                                    
                                    Richard E. Baldwin
                                     and 
                                
                                    
                                    Paul R. Krugman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Core-Periphery Model with Forward-Looking Expectations

                        
                            By
                                
                                
                                    
                                    Richard E. Baldwin
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Core-Periphery Model with Forward-Looking Expectations

                            
                                By
                                    
                                    
                                        
                                        Richard E. Baldwin
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Competing for Capital in a 'Lumpy' World

                            
                                By
                                    
                                    
                                        
                                        Guttorm Schjelderup, 
                                        
                                    
                                        
                                        Hans Jarle Kind, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Agglomeration and Tax Competition

                            
                                By
                                    
                                    
                                        
                                        Rainald Borck
                                         and 
                                    
                                        
                                        Michael PflÃ¼ger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Market Access and Tax Competition

                            
                                By
                                    
                                    
                                        
                                        Gianmarco I.p. Ottaviano
                                         and 
                                    
                                        
                                        Tanguy Van Ypersele
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            A Simple, Analytically Solvable Chamberlinian Agglomeration Model

                            
                                By
                                    
                                    
                                        
                                        Michael PflÃ¼ger
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Firm Location Decisions, Regional Grants and Agglomeration Externalities

                            
                                By
                                    
                                    
                                        
                                        Rachel Griffith, 
                                        
                                    
                                        
                                        Michael P. Devereux, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.085 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

