Tax Systems

When it come to marginal return, there are to simple factors in the production process that have to do with is subject. They are labor and capital. The firms increase the amount of labor while maintaining there amount of capital fixed. As the labor force gets bigger and the amount or work doest not, then each individual worker has a smaller amount of work to produce. In other words this worker becomes less productive to the firm. Another way of viewing this subject is the firm can hire more and more capital while controlling their labor force fixed. As the quantity of capital gets bigger, with the large size of the labor force each additional job has a smaller quantity of labor to work with so it adds less to the firms total output to their employees.


Two examples of efficiency of taxes are payroll tax or corporate profit tax. The labor movement most likely opposes to payroll taxes. Labor favors corporate profit tax even though employees are worse off with the corporate profit tax than payroll tax. Labor pays more than just the tax with the corporate tax. Some of the tax is paid by the employer but any problems can be avoided with a general tax system. There are three ways to redistribute income. One way is to redefine the ownership of factors. Another way is to impose regulations on the market. Finally, leaving the ownership of factories as is and letting the market be. Economics prefer the general form versus the specific form of taxation.

Taxes create disincentives to work. On the first few thousands of dollars earned there are no taxes paid. Then you move to the lowest tax bracket. As your income increases your percentage of taxes paid increases. Not only do we lose welfare after earning so much, but also we pay a larger percentage of income tax. All together our welfare system and tax system creates a disincentive to work. To solve this problem is the negative income tax system, also called Guaranteed Annual Income. On this revised system some who were paying taxes don’t pay, but it is easier on those in the lower brackets. Going by this system could create a higher welfare bill. When it comes to taxes, the more you make, the more taxes you have to pay, and the less you make, the more welfare you qualify for. Also you either pay or receive money during tax time. Economists believe that a fixed annual in come is affordable in the United States; also there probably should be administrative savings since there is not a certain department for welfare only. People just fill out an income tax form to see if the receive or owe money back to the government depending on how much was taken out of ones paycheck during that particular year.

