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Bequest heterogeneity in an overlapping generations economy
for distributional analysis

ABSTRACT:

We analyze the consequences of alternative tax reforms both for
economic efficiency and for the distribution of wealth. We implement
heterogeneity in preferences for bequests as the key driver of the wealth
distribution in a Diamond-OLG with land as a fixed factor of production.
Taxes on land rents and bequests are superior to capital taxes with
respect toboth efficiency and the potential to redistribute. The bequest
tax is preferable if the policy goal is redistribution from rich to poor. The
tax on land rents is the most efficient in terms of the steady state level
output, due to an efficiency enhancing portfolio effect: It discourages
investments in land, and households shift savings towards capital, which
cures the inefficient under-accumulation of capital.
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