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FIGURE 1 

Progressive Piecewise Linear Income Taxation 
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TABLE 1 

Numerical Example 1 

A Locally Optimal Progressive Three-Bracket Piecewise Linear Income Tax Schedule 

Model Parameters
1n 0.215 1 0.300 1w 1.000

2n 0.010 2 0.250 3w 1.800

3n 0.450 3 0.200 5w 3.900

4n 0.010 4 0.150  2.000

5n 0.315 5 0.100

Tax Parameters
a ‒0.228 ŷ 1.147 y 2.706
1t 0.302 2t 0.326 3t 0.349

Other Variables
1y 0.836 2 ˆy y 1.147 2w 1.242

3y 1.982 4y y 2.706 4w 2.221

5y 6.216 i ig n y 0.400 g 1.227
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TABLE 2 

Numerical Example 2 

A Locally Optimal Progressive Three-Bracket Piecewise Linear Income Tax Schedule 

Model Parameters
1n 0.200 1 0.300 1w 1.000

2n 0.050 2 0.250 3w 1.800

3n 0.400 3 0.200 5w 3.900

4n 0.050 4 0.150  2.000

5n 0.300 5 0.100

Tax Parameters
a ‒0.344 ŷ 1.085 y 2.243
1t 0.194 2t 0.276 3t 0.374

Other Variables
1y 0.898 2 ˆy y 1.085 2w 1.142

3y 2.055 4y y 2.243 4w 1.914

5y 6.092 i ig n y 0.400 g 1.198
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FIGURE 2 

Regressive Piecewise Linear Income Taxation 
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ŷ y iy

1y 2
ay 2

by 3y 4
by 4

cy 5y



23 

FIGURE 3 

U-shaped Piecewise Linear Income Taxation 
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