ECONOMIC MODELLING WORKSHOP 2005
Economic Evaluation of Income and Consumption Tax Reforms
In applied economic research, numerical simulation models play an important role for the impact assessment of economic policy reforms. Complex economic questions can be investigated systematically and consistently with the help of numerical models in cases where analytical solutions are not available or cannot deliver information sufficiently relevant to the problem. For this reason, numerical models such as computable general equilibrium models are being more and more used by a large number of research institutes and international organizations (EU; IMF; World Bank, OECD, etc.). They allow the simulation of the sectoral and overall economic effects triggered by policy interference in many domains such as fiscal policies, trade policies, or environmental policies.

The goal of the Economic Modelling Workshop (EMW) is to provide an introduction to state-of-the-art numerical simulation of economic policy reforms, in particular using computable general equilibrium models. Besides the computer-based implementation of such models, the economic reasoning behind the simulated policy effects is a central pedagogic objective. .

The main theme of this year’s EMW is the application of general equilibrium models for impact assessment of efficiency and distributional impacts triggered by consumption tax and income tax reforms. After a description of the basic theoretical background, appropriated stylized simulation models will be jointly developed and implemented on the computer. Finally, some larger-scale application of tax reforms will be demonstrated along the example of the German economy. 

The seminar documentation and the instruction will be in the English language.

Target Group
The seminar is intended for members of the scientific (universities, research institutes, ministries) and business (consulting) community who are involved in the economic evaluation of tax policy measures. Participants should be familiar with textbook microeconomic theory. Furthermore, some familiarity with the standard software package GAMS would be helpful but is not necessarily required (GAMS provides some free introduction to its software – see user’s guide under http://www.gams.com/docs/document.htm.

Benefits

You will receive an introduction to state-of-the-art applied general equilibrium analysis of tax policy reforms. Starting from basic theory, you will learn by the use of selected examples how to implement and analyse economic policy reforms on the computer. 

You will be informed in advance about the most relevant literature in the field. In addition you will receive complete course documentation including the model program and a test licence for the programming language used.

Tutors

Dr. Christoph Böhringer, Centre for European Economic Research (ZEW)

Dr. Hans Fehr (University of Würzburg)

Dr. Stefan Boeters (ZEW)

Duration

2 days
9 a.m. - 5 p.m.

Date

7. - 8. July 2001

Fee

The fee amounts to EUR 750,- (exc. VAT).

Members of universities get a discount of 30%.

Program of the Seminar

First day:

Basis for the computerized implementation of mathematical models

· Introduction to the program language GAMS (General Algebraic Modelling System)

· Algebraic formulation of equilibrium problems as a system of equivalence and non-equivalence (MCP – mixed complementary problem)

· Calibration of functional forms with the help of total economic databases (e.g. input-output tables or social accounting matrix).

· Hands-on session: 

Implementation of prototype models for tax reform.

Second day:

Modelling of tax reform: Applications for the taxation of consumption and income

· Hands-on session:

Implementation of model structures for tax reform analysis in large-scale models.
· Hands-on session:

Efficiency and distribution effects of tax structure reforms (differentiation of consumption tax levels, consumption vs. income taxation, taxation of income from work and from investment).
· Use of programs for flexible implementation of large-scale models.

