Class Activity 

Presenting a persuasive and coherent argument on income tax
Formulating and articulating clear arguments is an important academic and professional skill you will need in class and the exams, and in the course of your career from interviews and assessment centres onwards.  Key skills are that you can plan and present an argument, debate it within a group context and pitch the outcome (to future clients for example).  The exercise below is designed to practice these essential skills.

Therefore…

1. Individual analysis

Plan your argument before class.  Base it on the information given and research real tax policies and outcomes to support your argument (remember the flow of ideas writing homework – say what you think, explain why you’re suggesting this, give an example / evidence as to why this will work).

2.  Team work

In class you will be divided into groups.  You will each present your argument to ‘ministerial colleagues’ and then as a ‘cabinet’ agree on and justify which policy you will present to the media. 

3. Presentation (convincing an audience)


As a group, script your 60 second ‘sound bite’ concentrating on the key issues and organised in the flow mentioned above.  You will then be reorganised and each of you will present the ‘sound bite’ to students from other groups and answer questions / justify your policy. 

Question for Class Discussion 

You are the Minister of Finance for your own country.  (In the UK this is the Chancellor of the Exchequer).  You have decided to cut income tax.   You are considering either raising the tax threshold at which people start paying income tax (assume this £5,000), or cutting the marginal rate of income tax paid by people on incomes between £7,000 and £35,000, (assume this is 22%).

What are the likely effects of the two alternatives on welfare, labour supply and voting intentions of the two alternatives?

· Which would you choose? 

· How would you explain your choice to your ministerial colleagues?

· How would you explain your choice in a 60 second “sound bite” for the television news?

Sources

The numbers for tax rates are close to the current UK numbers.  For full details go to the Revenue and Customs website (http://www.hmrc.gov.uk/rates/it.htm or search “HM Revenue and Customs” on Google, click “rates and allowances” and  then Tax, National Insurance……).   To interpret the numbers on the website you need to know that income tax in the UK is calculated by subtracting the personal allowance shown on the “Income Tax Allowances Table” from total income, to get a number called “taxable income”, then using the ”Taxable Bands” to calculate the tax payable.

Further information on taxes is available on the Institute for Fiscal Studies webpage http://www.ifs.org.uk/ .  (Google IFS), click “Fiscal Facts” on the homepage.

The discussion in lectures, textbooks and last weeks class of labour supply, taxes, and income and substitution effects is also relevant. 
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