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POLITICS OF TAXATION



GOVERNMENT FINANCES

• Federal government spends $3.7 trillion 

annually (25% GDP)

• State & local governments spend $1.6 trillion 

(11% GDP)

• Gross domestic product (GDP)- the sum of all 

the goods and services produced in the U.S. 

yearly







TYPES OF TAXES

On Purchases:

• Sales Tax

• Excise Tax

On What you Earn:

• Income Tax

• Progressive vs. Flat

• Social Security and Medicare Tax

On Stuff you Own:

• Property Tax

• Estate Tax

Tariffs

Corporate Taxes

User Charges

Lottery and Gambling Revenue





EXPLAINING STATE TAX SYSTEMS

• Progressive taxes

• Regressive taxes

• Proportional taxes

• Flat taxes



REVOLTING AGAINST TAXES

• Well-known tax revolts:
• Boston Tea Party in 1773, Shays’ Rebellion in 1786, the 

Whiskey Rebellion in 1794, and Proposition 13 in the 
state of California in 1978.

• Popular opposition to rising taxes is 
common, particularly as income levels 
rise.



CUTBACK MANAGEMENT

• How to cut back when necessary

• Across the board, hiring freeze, seniority 

retention, layoffs

• One large cut or several rounds

• Share the pain or target the cuts

• Promote efficiency or equity

• Privatization



STATE AND LOCAL DEBT

• Balanced budget requirements

• Bonds

• Federal tax reform & municipal finance



ROADS TO FINANCIAL DISASTER


