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Abstract

This paper considers the case where a public firm pursues general objectives. We
discuss the profit tax neutrality theorem and the optimal privatization policy under the
homogenous mixed oligopolistic market. The major findings are as follow (1) The
objective function of public firms is not pursuit of maximizing profits under mixed
oligopolistic market. When the privatization level is exogenously given, the profit tax
which affects market equilibrium is no longer neutral. However, under the optimal
privatization policy, an exogenous increase of profit tax rate will not affect market
equilibrium and the social welfare level (i.e. profit tax is neutral) (2) The model of
foreign shareholding is considered. Regardless of whether the degree of privatization

IS exogenous or endogenous, the neutrality of the profit tax doesn’t hold.

Key words : Mixed oligopoly, Privatization policy, Profit tax neutrality, General

objectives
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