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Abstract

The objective of the study is to model and determine the tax incidence of a reduction in the corporate
income tax in Colombia. To meet this objective, a dynamic and stochastic general equilibrium model
DSGE of a closed economy with heterogeneous households and two types of capital is used. These
make it possible to easily include the skill-premium and the complementarity of capital with labor skills
(capital-skill complementarity), variables that are determinants of changes in the distribution of income
and the welfare of the different types of households. The results indicate that a reduction in the
corporate income tax increases economic growth but generates unwanted redistributive effects and is
not optimal in the Pareto sense, since, depending on the type of fiscal consolidation instrument used, it
can enlarge the distribution income gap and negatively affect the welfare of those households with
financial constraints and less qualified. To achieve at the same time a lower tax burden on companies
and greater economic growth, but with more equity and welfare for all households, alternative
instruments are required.
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