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T he Institute  for the  S tudy of Labor (IZA) in Bonn is a  local and virtual international research 
center and a  place of communication between science, politics and business. IZA is an 
independent, nonprofit lim ited liability company (G esellschaft mit beschränkter H aftung) 
supported by the D eutsche P ost AG . T he center is associated with the U niversity of Bonn 
and offers a  stimulating research environment through its research networks, research 
support, and visitors and doctora l programs. IZA engages in (i) original and internationally 
competitive  research in a ll fie lds of labor economics, (ii) development of policy concepts, and 
(iii) dissemination of research results and concepts to the interested public. T he current 
research program deals with (1 ) mobility and flexibility of labor markets, (2 ) 
internationalization of labor markets and E uropean integration, (3 ) the  welfare  state  and 
labor markets, (4 ) labor markets in transition, (5 ) the  future  of work, (6 ) project evaluation 
and (7) genera l labor economics. 
 
IZA D iscussion P apers often represent pre liminary work and are  circulated to encourage 
discussion. C ita tion of such a  paper should account for its provisional character. 
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ABSTRACT 

 
 

Privacy, time consistent optimal labor income  
taxation and education policy* 

 
 
Incomplete  information is a  commitment device for time consistency problems. In the context 
of time consistent labor income taxation privacy can lead to a  P areto superior outcome and 
increases the effectiveness of public education as a  second best policy. 
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