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100 Identify the tax policy issue that you believe is the most important in today's society[] 2[1 What evidence
suggests that the federal tax system receives a low grade when evalu-ated on the standard of sufficiency?30 Identify
three ways that governments can alter their tax system to increase revenues[] 41 National governments have the
authority to print their own currencyd Why might gov-ernments be reluctant to finance an operating
deficit(excess of spending over rev-enues)by simply printing more money?50 In each of the following cases

[ discuss how the taxpayers might respond to a tax rateincrease in a manner consistent with the income efrect] a
O MrJ E earns$32[1 000 a year as an employee[] and Mrs[ E doesn't wolrk(J b0 MrJ F earns$22[0 000 a year as
an employeel] and Mrs[J F earns$100] 000 a year as aself-employed worker(] cCJ MrJ G earns$22[] 000 a year as
an employeel] and Mrs[J G earns$100] 000 a year as an employeel] 60J In each of the following cases[] discuss
how the taxpayers might respond to a tax rate increase in a manner consistent with the substitution effect] all Mr
00 H earns$125[1 000 a year as a salaried employee[d and Mrs[J H doesn't work[d b0 Mr{J J earns$12501 000 a
year as a salaried employeel] and Mrs[J Jearns$2001 000 a year as a salaried employeel[] c[1 Ms[] K is single and
earns$1 2501 000 a year as a sel-employed consultantC] 700 Ms[ V resides in a iurisdiction with a 35 percent
income taxd Ms[ V has$400 000 thatshe could invest in bonds paying 8 percent annual interest(] She is also
considering spending the$400] 000 on a new luxury automobileCJ Ms[J V is having a hard time decid-ing between
these two alternativest] WhV might her decision be easier ifthe iurisdiction increases its income tax rate to 50
percent?8] What nonmonetary incentives affect the amount of time and energy people devote to
income-generating activities?9(] The USCI Congress has occasionally considered enacting a federal tax on the sale
of consumer goods and services[] This national sales tax would be in addition to any state and local sales tax

[0 Would this new source Of federal revenue afrect the revenues of state and local governments?100] The federal
government levies a gift tax on the value ofproperty that people give away during their life and an estate tax on the
value of property that people transfer at death(] From the government's perspective[d] which tax is more
convenient?11[] Discuss the tax policy implications of the saying“ an old tax is a good tax(] ” 12[1 Jurisdiction R
and Jurisdiction S both impose a personal income tax on their resi-dentsC] Under Jurisdiction R's system[]
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