	TEF Lesson 4
THE ROLE OF TAXES IN SOCIETY

	Objective

To discuss the purpose and uses of taxes, their role in society, and characteristics of good tax policy.

Audience

NEA members: activists and the not yet engaged.
Time Management

1 hour

Vocabulary

· Progressive taxes
· Regressive taxes

· Flat taxes, sales tax
· Subsidy

· Tax cut, incentive, deduction, and credit
Materials

· Ample space for a whole group standing activity

· Printouts of PowerPoint (PPT) slides, to be distributed at the end

· PPT projector & laptop 

· Timer and/or clock , or see: www.online-stopwatch.com
· Optional:  Internet access to click on resource hyperlinks at the end of the workshop.

· Copies of the enclosed Alabama Senate Bill 144 (1 per participant)

	Description
Participants begin by brainstorming everything they have used in a 24 hour time period paid for by their tax dollars.  They hear a story about “An angry tax payer.”  They examine the purpose and uses of taxes and their role in society by participating in a Common Ground activity in order to become more comfortable discussing the topics with colleagues and friends.  The workshop ends by introducing participants to characteristics of good tax policy: progressiveness, in-sync with today’s economy, and without special interest tax exemptions.
TEF Concept(s) 
Good tax policy is progressive, broad-based, in-sync with today’s economy, taxes income from investments the same as income from work, and doesn’t allow special interests to avoid paying their fair share of taxes.  

	
	Before You Begin
Contact your local or state association prior to presenting the workshop to ask for any local or state efforts being organized that you can share with the group, particularly in the “call to action” at the end of the workshop.  Attempt to add a local, relevant example in the PowerPoint (PPT).  
Read over the entire lesson plan (beginning on the next page). Most of the details are on the PPT notes.

Print and have ready all the materials for the workshop.

	
	Preparation (at least 15 minutes)
1. Make copies of Senate Bill 144 for each participant (enclosed with this document).  Count out enough copies prior to beginning the workshop and leave them face down on the tables.
2. Make handouts of the PPT presentation in advance for each participant.  You may want to print in black and white or grayscale, 3 or 6 to a page (handout style).

3. Print a copy of the PPT slides notes’ pages for the instructor’s use.

4. Set up PPT projector, laptop, and screen.
5. Go to: http://www.itepnet.org/wp2009/statespecific.html and click on your state to see if your state income tax structure is regressive.  You’ll need this information for PPT slide 15.


	15 minute low-tech delivery option:  Print the notes pages for PPT slides 4-5, 4-9, and 4-10.  Begin by asking participants to stand in a circle.  Read The Angry Taxpayer and then go right into conducting the Common Ground exercise.  Reserve at least 2 minutes at the end to debrief the Common Ground exercise. Invite participants to attend the full workshop to learn about what constitutes good tax policy to adequately fund public education.


	TEF Lesson 4
LESSON OVERVIEW

	TIME
	ACTIVITY/NOTES
	MATERIALS/
SLIDE #

	2 minutes

	· Introduce yourself and review the objective.

	PPT 4–2

	1 minute
	· Review the norms
	PPT 4–3



	4 minutes
	· Brainstorm - What do we get for our tax dollars?

	PPT 4-4 

	5 minutes
	· The Angry Taxpayer


	PPT 4-5 through 4-8
· The Angry Taxpayer story is on the PPT notes page.

	15 minutes
	· Common Ground Activity (Participants make a large circle and silently step in and out based on their responses to statement.  Ample room is needed to move around.)  Directions are on PPT Slide 4-9.

	PPT 4-9 and 4-10

	7 minutes
	· Mini-Lecture on the 3 Tax Structures: Progressive, Regressive and Flat
	PPT 4-11 through 

4-17



	5 minutes
	· Is the SAME always FAIR discussion
	PPT 4-18 



	5 minutes
	· Good Tax Policy – Mini Lecture on the 4 principles of good tax policy


	PPT 4-19 through 
4-21



	6 minutes
	· Handout copies of Alabama Senate Bill 144.  Participants read and then discuss an example of a special interest tax incentive bill that the Alabama Education Association organized to defeat, saving education funding.


	PPT 4-21

· Copies of Handout:  Alabama Senate Bill 144



	10 minutes
	· Make the TEF Connection

· Reflection

· Resources (You may choose to open a state specific hyperlink to showcase resources).  


	PPT 4-22 through 

4-27


Vocabulary

Progressive tax – Takes a larger share of income as the taxpayer’s income rises.  
Regressive tax – Takes a smaller share of income as the taxpayer’s income rises.  
Flat tax – Income tax would go up exactly in proportion to income.  However, what is often advocated as a flat tax is to tax everyone at the same rate, such as the sales tax.  A sales tax is actually regressive.  
Subsidy - A form of financial assistance paid to a business or economic sector.  

For example:  Hoping for an empty seat beside you on your next flight? No problem — just schedule a trip to someplace like Kingman, Ariz.; Brookings, S.D.; or Pueblo, CO.

They are among more than 100 locales around the country that receive federally subsidized airline service, and the average number of passengers on each flight is about three courtesy of the Essential Air Service, put in place when the airline industry was deregulated in 1978. The idea was to help travelers in smaller cities adjust to the new competitive era of air travel. The intention was for the service to go away after 10 years, but it was renewed for a second decade — and then made permanent.  Spending has more than quadrupled since 1996, to $110 million.  Subsidies Keep Airlines Flying to Small Towns, New York Times, Oct. 6, 2006
Tax cut - A reduction in taxes (%, amount, etc.. For any various group, industry, company etc.) 
Tax incentive - An aspect of the tax code designed to incentivize, or encourage, a certain type of behavior. This may be accomplished through means including a temporary reduction or elimination of a tax or tax deductions.
For example:  Tax free “back to school shopping days” are designed to encourage consumers to shop and spend money in the stores.  
Tax deduction - A tax deduction or a tax-deductible expense affects a taxpayer's income tax. A tax deduction represents an expense incurred by a taxpayer. They are variable amounts that you can subtract, or deduct, from your gross income.  It is subtracted from gross income when the taxpayer computes his or her income taxes. As a result, the tax deduction will lower overall taxable income and thus lower the amount of tax paid.  
For example: deduction for having a child 
Tax credit - Reduces the tax owed, rather than reducing taxable income.  This amount of tax savings is not dependent on the rate the taxpayer pays.  A tax credit is generally more valuable than a tax deduction of the same magnitude because a tax credit reduces tax DIRECTLY, while a deduction or allowance only reduces taxable income and so the reduction in tax is only a fraction (the marginal tax rate) of the deduction or allowance.  
For example: In 2009 the Virginia state legislature passed a law allowing the movie industry up to a $2.5 billion tax credit. (HB 861 provides refundable income tax credits to any motion picture film production company with qualifying expenses of at least $250,000 with respect to a motion picture film production in the Commonwealth for taxable years beginning on and after January 1, 2011.  The aggregate amount of grants that may be awarded by the Virginia Film Office with respect to film productions in the Commonwealth shall not exceed $2.5 million in the 2010-2012 biennium, and $5 million in any biennium thereafter.)
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SUMMARY:

S legislation would exempt companies producing movies, videos, and commercials
made in Alabama from paying sales, use, and lodgings taxes for purchases made in the
state. Foreach $1,000,000 such businesses spent on goods, the Education Trust Fund
would lose $40,000, or the equivalent of the pay for one teacher.

EDUCATION FINANCIAL RAMIFICATIONS?

This legislation would impact education spending at the state and local level because
private companies engaged in the for-profit production of movies, videos, and
commercials would not have to pay sales or use tax. Only a limited number of businesses
in the state receive a sales tax exemption, and such exemptions have been in Title 40 for
decades and relate to primarily heavy manufacturing industries known to employ
thousands of permanent, high paying jobs. Other business-related exemptions relate to
agricultural production and the end product of such agricultural inputs are taxed at the
marketplace.

Concerning private businesses, only certain agricultural sales, aircraft hub operations, and
vessels and their fuel/supplies are exempt from the sales tax. Other sales tax exemptions
exist because a good is taxed in another manner (e.g., gasoline & electricity), is a
manufacturing input, or because of some non-profit status. Prescription drugs and bingo
games are also exempt.

In Alabama, if a business purchases something for its operations, then they must pay
sales and use tax. This legislation would negate any sales tax being paid by these for-
profit film and commercial operations. Individuals making purchases pay sales tax on
such purchases and businesses do as well. Only do businesses not pay sales tax on
purchases when such a purchase is included in an end product that will be sold later and
then taxed. Here, no end product would be realized unless the company is home grown,
and this would likely not be the case because film producers come from other states and
not Alabama.
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