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	Economics; Week 9

	CA State Standards: 12.3.1; 12.3.3


Last week, you were asked to do several activities to try and develop an awareness of the role that the federal government plays in the American Economy.  Remember that Economics is: the study of goods being produced, sold or traded and for what price.  But what does that definition of Economics have to do with the federal government?  How can the government have anything to do with what is sold or traded?  The answers to these questions are at the heart of this week’s lesson.  The purpose of this week is to look at the main way the government influences the price of things – that is through taxes.  Next week we will look at the major other way government affects the price of things, which is by regulating markets.  We will then pull it all together by assessing the impact on the economy that the government has just by the government existing!!!
The federal government, and even state and local governments are very involved with what goods are being produced, sold and traded – as well as what price they are sold or traded for.  The government is involved with this in two main ways:


1.  Taxes (Sales Tax, Income Tax, Property Tax)

2.  Rules and Regulations

Taxes are the extra amounts of money that citizens owe to the local, state and federal governments to help those governments run and function.  There are 3 major types of taxes that affect what people buy and what price they buy things for.  Taxes also affect how much people are able to purchase.  

Sales Taxes are charged when you buy something.  If you are buying a meal deal at Taco Bell for $4.00 – why is it that you really pay up to $4.32 for that meal deal?  The reason why is sales tax.  Sales tax is extra money that you pay to government so that they have money to operate.  In California, the state charges a “Sales Tax” and then local cities can ad on to that sales tax.  If you buy something in San Marcos, you will pay less than if you bought the same thing with the same exact price tag in Los Angeles.  The reason why is because Los Angeles has a higher local tax addition on the sales tax than San Marcos does!  At the time that this lesson was prepared, the sales tax in Los Angeles was 8.25% while the sales tax in San Marcos and Oceanside is 7.75%.  Just go down the freeway to Vista though and you jump up to 8.25% sales tax rate.  What that means is that in Vista, you spend 8 ¼ cents for ever dollar you spend on sales tax.  So if you bought a carne asada burrito for $4.00 in Vista, you really have to pay $4.33 for it because of sales tax.  But if you were to buy the same carne asada burrito in San Marcos, Oceanside or even Escondido, then you would only have to pay $4.31 for it!!!!  That is a savings of 2 pennies!!!! We realize that you may not be excited about saving 2 pennies on your carne asada burrito.  BUT, say you were buying a car for $25,000 – then the difference in sales tax between San Marcos and Vista is over $300 – now that is something to think about!!!!!
Within sales taxes are other fees that the government charges you when you buy things.  If you have ever bought a bottle of water, or a can of soda – you will notice that for every can or bottle that you buy – you get charged 5 cents extra (a nickel).  This is called CRV (cash refund value).  What the idea behind this is that you pay upfront for the cost that will be paid to someone for recycling your bottle or can.  If you take a bunch of cans to a recycling business, then you will get paid for every pound of cans that you bring in.  The idea is that if there is a reason for people to recycle (to get money) then people will recycle and this will be good for the environment.  It will be good for the environment because it will keep these things out of land-fills (a dump) and it will cause less demand for the production of new cans and bottles.  Some people like this idea, while others get mad at the government charging them money and essentially saying, “you better recycle or we will keep your money!!!).  Other fees that get charged are on people who smoke.  They pay a whole extra amount in tax.  The same is true in some places for alcohol.  Gasoline also has other sets of taxes set aside.  When you get new tires on your car you get charged an extra disposal fee for the environment, and the same is true when you get the oil changed in your car.  There is another additional amount of money that you have to pay there too!!!!  Just for fun, if you want to see examples of other special taxes in California at the time this was written, visit: http://www.boe.ca.gov/sptaxprog/spprograms.htm
Income Tax is the amount of money that the state and the federal government take out of every paycheck you get.  That is right, if you have a job – or when you get your first real job where your boss gives you a paycheck – you will have a series of things taken out of it.  The main one is called income tax, but you also pay into Social Security and Medi-Care.  You may have heard someone once say, “I made $100 at work this week, but after taxes it was only $85!!!!”  How could that be?  That is because the government needs money to run and operate, and they have to get their money from somewhere (they actually get it from several places as we are seeing).  Yes, you understand this lesson correctly.  People get jobs because they have wants and needs.  To fulfill those wants and needs, people go get jobs so they can earn money.  When they go earn that money, the government takes a percentage of it away from you before you ever get your check.  Then after you get your check, go to the bank and get money to buy things, then the cost of what you are buying is actually higher than the price-tag because the government has a sales tax on it.  Holy Cow!!!!  Is there a catch?  Maybe…

Every person who earns money in America is required by law to file what is called a Tax Return every year.  The deadline for filing this is April 15th of every year.  Sometimes you may hear your parents, or even you have said that you “can’t wait for the tax return” to come in.  Sometimes, some people will get money back from the government after filing their tax return.  There are very complicated ways hat the government decides how much income tax every person owes in a year.  It may turn our that your boss has taken too much money from your paychecks all year based on certain factors.  In that case, you may get a tax return.  That is good news!!!!  Other times, the government may say that your boss did not take out ENOUGH taxes and then you will wind up having to PAY MORE taxes to the government!!!  There is a special form that can be filed out if your boss takes too much money from your pay check – or not enough from your pay check.  The problem with each is that if your boss takes too much from your pay check, then even though you may get a tax return – you have paid an opportunity cost for all the other things you could have bought while the government was taking too much money from your pay checks.  The problem on the other side is that if your boss does not keep enough money out of your pay check – then you will have to pay a bunch of money to the government at the end of the year to make up for it!  
Who in the government tracks all of this information?  There is a special part of the government called the Internal Revenue Service (or commonly referred to as the IRS) who tracks all of this information.  The IRS is famous for catching people who have cheated or not paid the taxes that they owe the government.  The most scary thing the IRS can do to someone is “audit” their tax returns for a number of years.  They will look for mistakes made when putting your tax return together and make you justify everything you wrote down.  As a teenager, you most likely will never get audited, but once you get a career, own property or start your own business – then this is something you have to take seriously!!!  Cheating on taxes can cause someone to make the right payments for back taxes, pay fees and fines, or even go to jail.  If you are really bored – check out the IRS’ web-site @ http://www.irs.gov.
The third major type of tax that the government imposes is called Property Taxes.  These taxes are charged to people who own property.  The owners are charged a percentage of the value of their property.  These percentages are different based on where the house, condo, etc is that someone owns.  For example, at the time this lesson, people who own property in Oceanside pay about .6% less in property taxes than people who live in parts of San Marcos.  If you think back to the sales tax examples of different tax rates in different cities – then this is a big deal.  Remember we are not talking about carne asada burritos anymore.  We are talking about a home that may be worth half-million dollars ($500,000) – so .6% of the value of that home is HUGE!!!  The property taxes on a $500,000 in Oceanside might be $5,500 a year while in parts of San Marcos the property taxes on the same $500,000 might be $8,500.  That is $3,500 difference – WOW – that is a lot of money to pay every single year!!!!!!  
Property taxes, like sales and income taxes, have a lot of “other” stuff thrown in there.  Sometimes voters pass a “bond” which means the voters agree to pay more money out of their property taxes each year in order to usually build or improve school buildings and other things.  There is also a word that many people do not like called – Mello-Roos.  Mello-Roos are extra payments with some people property tax bills to pay for roads, libraries, schools, etc in new housing developments.  Not all people pay Mello-Roos and at the time this lesson was developed, the average Mello-Roos payment by a home owner was $1488 a year in San Diego County.  That is a lot of money!  One upside to paying property taxes is that the federal government will give you credit on your income taxes for paying property taxes!  
As discussed in this week’s lesson, the US economy is affected by the government.  To understand the economics of the United States, it is important to understand the role that there are three main types of government, and that there are three main types of taxes.  Taxes are one major way that the government affects the US economy(or the economy of any country).  Next lesson, we will talk about another major way that government affects the economy.  That is through rules and regulations.  

Activity/Assignment:

For items 1-11, explain each term in your own words.  Your explanation must show your understanding of each term.  

1.  Economics

2.  Goods

3.  Opportunity Costs
4.  “Wants”/”Needs”

5.  Taxes
6.  Sales Tax

7.  Income Tax

8.  Property Tax

9.  CRV

10.  Internal Revenue Service (or commonly referred to as the IRS)
11.  Mello-Roos

12.  In a 1 page response, explain the following:



a)  How do taxes affect your life or your family?



b)  Why does the government charge taxes?  



c)  What are the three main types of taxes (explain each in your own words)

