Federal Taxing and Spending
· Income taxes?  Account for about 45% of all federal revenue
· What do we mean by income taxes being “pay-as-you-earn”?
· What is tax withholding?  Ever look at your pay stub? And what role does your employer play in this?  W2?
· How do you file your taxes?  Personal exemptions? (Dependents)  Deductions?  (Charity)
· There are also corporate income taxes which, now, only account for about 10% of federal revenue and are progressive?
· What is the Federal Insurance Contributions Act?  Look at your pay stub – FICA.  What does this go to?
Types of Taxes
1. Social Security - ?
2. Medicare - ?
3. Unemployment – a tax paid by employers
4. Excise Taxes – a general revenue tax on specific goods and services.  Mainly on products like gas, tobacco products, alcohol, phones, etc.
5. Estate Taxes – also called the “death tax” (love that) by conservatives, a tax on the total value of money and property of a dead person (their estate).  Has to be above 5,600,000 at this moment and is taxed at 35%.
Assignment:
Rd. pages 359-363 and describe the Constitutional basis for taxes (doesn't mean you have to agree), the limits of this power (there are limits), the difference between proportional, regressive and progressive taxes, what a tax base is and what makes a good tax (is there such a thing?)
Federal Spending
· After collecting nearly 4 trillion dollars what does the federal government do with this money?  Drug-fueled parties? Sometimes???
· Spending is broken down into 2 types:  mandatory and discretionary.  About 74% of all revenue is already accounted for with mandatory spending and continues to grow.
· Mandatory spending – Mandatory spending is found in entitlement programs (social welfare programs that people are entitled to if they meet certain requirements) and from payment of interest on the national debt.
· What is the MAJOR problem with this mandatory spending?
· Examples of mandatory spending – Social Security, Medicare, Medicaid, food stamps
· Discretionary Spending – What is left over after the mandatory bills – half of this discretionary money is spent on defense
· Defense spending started to drop significantly under Clinton, however...  This money does pay for military hardware and salaries (more than 2 million employed through the military)
· The rest of the money is shared between:
Education
Environmental Cleanup
Scientific Research
Housing

          Student Loans

Land Management
Technology

         Disaster Aid

National Parks
Law Enforcement
Foreign Aid


Subsidies (Agricultural and oil primarily)
