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Rz HAS WBEMAES Folia HEESS
G3xA o), BAKY AW 2 FEptis
FAARZ FEAo 2l @A, Buye
FoRBGREe WAHK ZEE = KFfF
B EAS] kel otz B d, ol
aiEe) ERE BN BoEREEKe FAAE
#itA 2 Fx olE Aok, wEtd BARE
o] &3t BAELEGES AKMS A=Y A
A fRERY KRS FE3 ™A o
BraloF & Holth.

ol gr WA, A HKE AR dE F
B -S5EIES TAR-ol HAEshe EHL
RIS o) &3ty WA HMAEMRE #E
ez st o L BAe] Ut F K
K7t BA = BAE #hste SEE
pEREol Al HEA L AS, ERER EpRE e
s el ol Ao HFhEel BAWKIE
WaERl e Adu A ok AL &
A1 F BALEZNEY KEY 38 3
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izl HERS zeEdaeE sdlod,
o] % FAREY RS AE wEste] MR
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A2 KHE = At AHAE, AE G
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(neoclassical growth model) el t} (Hamada,
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and Stiglitz, 1980; Homma, 1981 %), °| %
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719 53+& A KarshA "ok ohA]l e,
227 AELFq R & 7}
Inada =7 o8 HFHE 7R A, &
A2 7)e A {EM (operative) 8HAl = B
o] FRIEGRMRC] fRbER o,

A9 @.2)= ¢+ BARK KEAQ
WEE F A AEA BoE 0 E
el £ob, A7 24E& o] 43 BAK
RErE ) MOHRKALHIE S ob53 3ol A
2 4 oo, AR7te] A4t BineE
A8 (additively separable) 3tths 7}
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V(X)) = max v(CS)+ o u
0<Cor< X1
(=8 {X1— Q+n)"" C5.}) -eeer (5)

A7V X =1+n)'CL+1—-0)71C,, ¢
& (DS BAR KES IR (=
AZF) S vehi, V(X,)S BIEEEE
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o] & o] &3td BARKEY MBMAlL &
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SRER Hygd £ g, &,
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"Xt+i} Vz'

125

714, St e RAR TS WEES
dhepieh, ma o) 22 sbd o]
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o} 99 —EEE RE FHsia, o]EFH
o] ZAFYE A FR2AF ERS K
Wi T8 (lump-sum  transfer) 2 A & &

ot bR old 7 el BuFe HfE
He A% HiRRE,

thff’t kt+ 0'bz/(l_0)

2 Aodr,

ojAo2 gifel Zog w3y
st 99 @ ~ADE 74
PRAELE ohA] &, keoF Xl HHE Al A9 &l
1ig ) #2 X (equations of motion) &2 Ziys}o]

238 & Qo =,

V(X)—Q+n)t6{1+(1—2
f(kt+1)} (1—0) V,(Xt+1):0 (12.1)
kin=01-6) ((1+n) " {1+(1—2)
F (ko)) k=X
keoi=Q+n)"" S?((Q—7) [ (ker),
YY)+ ki

AN y=F(k)~(1—D k- f (k) +6(1+
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ZEEER A E AELES BT Wb
A71A 2& & F ek =, LEiel BAR
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oA Hugstad S, ol S U AS FE

A E9 v,

128

A}Bee

2 g, ol didAE xFAA
=9} JBAg et A AA S At E o,
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ot SErES BURRRR L] A8 22 R
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o AEul G olgt MG ZFriHc
ARE & 5 9doh
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Summary

separating equilibrium offer condition. Analysis of this separating equilibrium shows that
the owner of the firm with high profitability chooses an offer condition that raises an
amount of capital that is short of the amount that maximizes the potential profit from
the project. It also reveals that the fraction of the ownership of the firm that the represen-
tative investor receives from the owner of the highly profitable firm in return for its
investment has a value that exceeds the investment. In other words, the initial offering
in the model is underpriced when the profitability of the firm is high. The source of
underpricing and underinvestment is the signalling activity by the owner of the highly
profitable firm who attempts to convince investors that his firm has a highly profitable
project by choosing an offer condition that cannot be imitated by the owner of a firm
with low profitability.

Thus, we obtained two main results. First, underpricing is a result of a signalling ac-
tivity by the owner of a firm with high profitability when there exists information asym-
metry between the owner of the issuing firm and investors. Second, such information
asymmetry also leads to underinvestment in a highly profitable project. Those results
clearly show the underpricing entails underinvestment and that information asymmetry
leads to a social cost as well as a private cost. The above results are quite general in
the sense that they are based upon a neoclassical profit function and full rationality of
economic agents.

We believe that the results of this paper can be used as a basis for further research
on the capital investment process. For instance, one can view the results of this paper
as a subgame equilibrium in a larger game in which a firm chooses among diverse ways
to raise capital. In addition, the method used in this paper can be used in analyzing a
wide range of problems arising from information asymmetry that the Korean financial
market faces.

On the Incidence of Redistributive Capital Taxations

Moon Hyung-pyo

This paper examines the redistributive potential of capital taxations within the two-
class overlapping generations model, where only capitalists are intergenerationally link-
ed through heritable capital stocks.

In particular, the dynamic welfare incidence of two different capital taxations is ex-
amined; first a capital income tax levied uniformly on interest earnings, and second, an
estate tax levied on the intergenerational transfers of capital stock within the capitalists’
families.

Redistributive effects are measured by examining how the permanent and unanticipated
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Summary

changes in proportional capital income tax and estate tax rates affect workers’ welfare
when the proceeds in each period are distributed, in a lump-sum fashion, among young
workers.

It is shown that, except for in the short run, both the capital taxes are ineffective and
may actually lower the workers’ steady state welfare through the shifting of tax burden
toward workers from capitalists. Differential incidence analysis shows that redistributive
potential is diminished further when the lump-sum transfers are financed by the estate
tax rather than by the capital income tax.

Although the model examined in this paper is based on simple and strong assump-
tions, this study suggests that redistributive policy using the capital taxations may only
have distortionary effects in the long run, without improving workers’ welfare, by in-
curring dead-weight loss unless additional fiscal measures are 1mplemented to increase
the investment incentives.

The Economic Effects of Tax Incentives for Housing Owners:
An Overview and Policy Implications

Kim Myong-sook

Housing owners in Korea have a variety of tax advantages such as income tax exemp-
tion for the imputed rent of owner-occupied housing, exemption from the capital gains
tax and deduction of the estate tax for one-house households.

These tax reliefs for housing owners not only conflict with the principle of horizontal
and vertical equity, but also lead to resource misallocation by distorting the housing market,
and thus bring about regressive distribution effects. Particularly in the case of Korea with
its imperfect capital market, these measures exacerbate the inter-class inequality of housing
ownership as well as inequalities in wealth, by causing the affluent to demand needless-
ly large housing, while the poor and young experience difficulties in purchasing residential
properties.

Therefore, the Korean tax system must be altered as follows in order to disadvantage
owner-occupiers, especially those owners of luxury housing. These alterations will pro-
mote housing-ownership, tax burden equity, efficiency of resource allocation, as well
as the desirable distribution of income.

First, income tax deductions for the rent payments of tenants are recommended. Ideally,
the way of recovering the fiscal equivalence between the owner-occupiers and tenants
is to levy an income tax on the former’s imputed rents, and if necessary to give them
tax credits. This, however, would be very difficult from a practical viewpoint, because
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