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This experiment examines the labor supply response to different forms of taxation.  It examines how the form of a tax, e.g. a tax deducted before the participant is paid following a work-task, as in a witholding-type tax as opposed to a tax deducted after the participant is paid following a work-tax as in an income-type tax, with a control work-task with no taxation and measures the extent to which the form of a tax has an effect on a participant's work effort.  We aim to examine this effect on a subject’s work effort by imposing different types of taxes, one withholding-type tax, one income-type tax, and one control or no-tax condition, on subjects prior to asking them to complete a simple word sorting task.  Given that "[t]axes can cause real behavior changes by pushing taxpayers . . . into other types of decisions" (Alm & Jacobson, 2007: 142) and lead to individuals choosing either to reduce their efforts during a taxed task requiring work or choosing other activities (e.g. leisure activities) examining the empirical effect of a tax’s form, specifically whether the tax is a hidden or readily apparent tax to the individual, becomes important in assisting policymakers in assessing, a priori, the probable impact of various taxes on individual behavior and the labor supply.
The experimental and controlled setting of the X-Lab will be used to study the effect of different forms of taxation (holding the amount of taxation constant) abstracted from the complexities associated with taxation and working (e.g. how different forms of income are taxed differently, what is done with taxes, available tax credits and deductions, etc.) and explore the effect of such taxation forms on work-effort and work-leisure decisionmaking.
