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1. Consider a Ramsey-style model where a government wishes to tax an individual(s) 
purchasing n different commodities.  The price a consumer pays for commodity i is: 
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where p is the price charged by the firm and t is the tax.   
 
The government’s objective is to maximize (indirect) utility subject to raising revenue R.  
The Lagrangian is: 
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where V is the individual’s indirect utility function and I is income.   
 
A.  Previously we have discussed whetherλ  might be larger (in absolute value) than 
shadow value of income from the consumer’s maximization problem.  Prove that this is 
the case here for the general Ramsey model setup. You are allowed to make standard 
duality assumptions; you can also assume all goods are normal. (15 pts)  
 
B.  Intuitively, explain why must λ  be larger in absolute value than the shadow value of 
income from the consumer’s maximization problem.  (15 pts) 
 
 
2.  In the United States, religious property has traditionally been exempt from property 
taxation.  However, there are other nations where religious property has been taxed.  
Document for me a nation that currently taxes religious property. (10 pts). If you can find 
a nation that has significantly altered its tax treatment of religious property in recent years 
(I am aware of at least two such nations) I will give you at least 10 bonus points. 
 
 
3.  Pick one of the following articles.  Write a summary of the article (say, 5-10 pages) 
outlining the research question, methodology, and findings of the paper.  (30 pts) 
 
The first person to email me with their article choice gets whichever paper they want.  If 
someone asks for a paper before you do, sorry, they get first dibs.  The last person to 
email me gets whatever paper has not been chosen. 
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