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1. Fundamentals

Why tax in the first place?
government expenditure
GDP

incentives?

of the tax base

h in GDP, leads to expansion

work as intended?

1. Fundamentals

Principles of optimal taxation
= Efficiency

ateall threeprinciples

-principleby lowering the tax cost to
selected group of taxpayers to further
cation by market forces.

incipleby treating taxpayers not by

t by their economic significance as
makers.

-principleby adding discretionary

| tax system.




1. Fundamentals

incentives  (in the order of
to low):

t failure

ew/mobile activities without
from the existing tax base

omeration economies
ners and losers
d sustain bad governance

1. Fundamentals

Regardless, by excluding bad governance, tax inent

they bring net benefistiety

ere cost-benefit analysis is







2. Conceptual Framework
Assessing TIP Impact by Stage

» IMPACT - cost and benefit as measured by economic
nvestment, jobs, GDP, and
their revenue consequences.
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2. Conceptual Framework
Sensitivity Analysis

What is Sensitivity analysis?
' conomic scenario by
meters.

th Rate

r

nkage (backwards vs. forwards)
nsity to consume

fit Margin
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3. Review of Existing Studies

Overview

oted to identifying and
iveness of tax incentive

e a full-fledged cost-benefit

=
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3. Review of Existing Studies

The Massachusetts Study

> Purpose of the Studfstimate the impact of the film
he state economy

conomic Model

s four major modeling

S, including I-O accounts and
I

verall Economic Impaahiough
linkages and behavior reactions
0 tax incentivgs
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3. Review of Existing Studies

The Massachusetts Study

5) Thewagesand salariesthat werepaid to
entsand non-residents;

ding that was paid to
and out-of-state businesses;

jobs generated by film
aimed the tax incentives, fahbo
residents; and

the amount of spending that
chusetts as a result of the &lm t
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3. Review of Existing Studies

The Massachusetts Study

Intriguing point -

incentives hasiagative
he economy and government

Issued, net of taxes paidlog
ucers, is subtracted from the
0 as to be a negative fatbor
lier impact on the economy.
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3. Review of Existing Studies
The Massachusetts Study

Quantitative Finding (2011)
ifs | ' 25% x $176M)

ubtracting from total spending of $176M the
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My evaluation Grade: A+ because of --
’ apuimg Nd deliberation of the direct

ency loss (through its
dant” film production),

2629 0 0 354 1273 5319 cm /R122 Do Q Q 0.w99675
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3. Review of Existing Studies

The Nevada Study

» The Tesla Investment and Operational Plan:

: $1.0 billion in first 3 years
nt: $3.95 billion over 2015-2018
p to 6,500 by 2018

onsumption to generate utility

nty.
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3. Review of Existing Studies

The Nevada Study
» Nature of the study:

's significant positive ecormomi
n Nevada

software (includinylPLAN
hat are supposed to Capture
pact of tax incentives)
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Quantitative Findings

bs & annual income $370m
mpact: 6,400 - 16,200 jobs & annual
3m*

22,700 jobs with annual incom

N
By
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3. Review of Existing Studies

The Nevada Study

My Main Criticism (cont'd)

esulting from applying the
hich captures both in- and-out
pact) and assumed by the
restimate

ent assumed that the suppiy cha
ately fully materialized Wit
nst the reality of modern syppl
Tesla’s building its battery-
evada rather than its home

3. Review of Existing Studies

The Nevada Study

My Main Criticism (cont’'d)

jtional costhat government
odate the substantial population
plan and the government agtim
) and population increase

e.

used its estimated population
or estimating the property and
thout offsetting its revenue

ired spending to accommodate
ansion.
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