Public Finance

Review Sheet for Final Exam

· Review sheet for Exam 1 (posted on the web)
· Review sheet for Exam 2 (posted on the web)
Chapter 20 – Deficits and the National Debt
Reading: pp. 462 - 476

Key topics and terms:

· Budget deficit versus surplus

· Debt

· Equity concerns about the national debt (benefit principle, ability to pay, bequests, and political considerations)

· Efficiency concerns about the national debt (crowding-out of private investment, impacts on other government spending)

Taxation – Read EITHER the GAO report (Understanding the Tax Reform Debate) OR the following portions from the textbook. Of course, you may read both(
Chapter 14 - Taxes and Income Distribution
Reading: pp. 304 - 313
Key topics and terms:

· Distortionary, non-distortionary, and corrective taxes

· Progressive vs. regressive taxes

· Statutory vs. Economic incidence of a commodity tax

Chapters 15 – Taxation and Efficiency
Reading: pp. 331 – 335
Key topics and terms:

· Importance of price elasticity (of demand) for efficient taxation

· Lump-sum versus Price-Distorting Taxes

1. Indifference curve analysis

2. Using supply and demand to determine incidence and deadweight loss of an excise tax

Chapters 16 – Efficient and Equitable Taxation

Reading: pp. 353 – 358

Key topics and terms:

· Efficient commodity taxation and the Ramsey Rule
· Commodity taxes, sales taxes, value-added taxes, and flat income taxes  
Chapters 17 – The Personal Income Tax

Reading: pp. 380 – 412
Key topics and terms:

· Rate structure of U.S. income tax system

· Alternative personal income tax systems

1. Linear (or flat) taxes

2. Negative Income Tax

Chapter 19 – The Corporate Income Tax

Reading: pp. 438 – 443
Key topics and terms:

· Rationale for and structure of corporate income tax

Chapter 21 – Tax Reform

Reading: pp. 478 - 503
Key topics and terms:

· Consumption taxes versus income taxes (advantages and disadvantages)

· National retail sales tax or value-added tax

· Personal consumption tax proposals

· Wealth taxes

Handout – Taxation and Liberty

· Negative vs. Positive Freedom

· Estate and Gift Taxes: Arguments for and against (also found in Ch. 21 pp. 497 – 503)
