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Abstract In this paper, the impact of tax rate changes on economic welfare is
examined in the case of taxation on source and residence principle. I assume
that two period overlapping generations model. In this model, public goods
are provided by tax revenue, and the externality of public goods impact the
production of firms. Raising the taxation rate increase tax revenue or de-
crease it, this is dependent on economic environment, thus developed economy

or developing economy.
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