


Governance and Ethics
Governance Exercises Week Three
1) A local government has the following budget and tax receipts information:
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All tax receipts come from real estate taxes.  The citizens will vote on a new tax proposal which includes the following options:
a) Increase the tax rate to increase tax receipts to meet 100% of the budget requirements
b) Reduce one or more of the service budget amounts
You will play the role of one of the following homeowners:
A:  Married couple, mid-70s, retired, no children
B:  Single father, elementary school teacher, 36 years old, one daughter (8 years old)
C:  Single female attorney, no children, live-in mother with medical issues
D:  Married couple, two children in high school, house was burglarized (=theft) last year
Each homeowner owns a house with a taxable value of $300,000.
Answer the following questions based on the homeowner scenario you are assigned in class:
a) Calculate the tax rate required to meet 100% of budget requirements.  Is this an acceptable tax increase for you?
b) Assume your answer to a) is “no”; propose an allocation of the available tax dollars to the service departments
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2) [bookmark: _GoBack]The following is an excerpt from the website of the New Mexico Taxation and Revenue Department:
The New Mexico Taxation and Revenue Department works hard to collect the taxes and other fees enacted by the Legislature and to do so in a fair and efficient manner, working in partnership with your local government and school districts.  Because no one lives in isolation, tax dollars from a variety of sources benefit you, your family and your neighbors, no matter the size of income.
Every time you get into your car and travel on a public highway, you ride on roads built, maintained, and paid for by state and local road funds replenished by tax dollars.
Children who attend public schools benefit from tax dollars collected. When your children receive adequate educations in well-funded school systems, your own quality of life is improved and so is your community, your state and your country.
If you or your children attend a college or university in New Mexico, you benefit from taxes collected. In turn, college graduates qualify for better jobs and are less likely to be unemployed in a recessed or depressed economy.
Tax dollars also pay for public safety for your neighborhood. Tax dollars fund police and other law-enforcement units.
Tax dollars help families through the work of the Department of Health and Human Services.
Finally, your county or local municipality has a share in the gross receipts taxes collected by the state and distributed to local and county governments.

These statements reflect the generally accepted concept in the developed world that taxes provide valuable benefits to a community.  If just one person does not pay taxes, the effect is minimal.  However when many people act on this idea, tax receipts are low and governments are unable to function effectively.  Tax collection systems in developed countries generally have a higher participation rate and are more effective than those of developing countries.  Why do you think this is the case?  Support your perspective with comments regarding developed countries as well as developing countries.
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Budget

Police services 12,000,000 $          

Fire services 7,200,000 $            

School services 160,000,000 $        

Hospital services 80,000,000 $          

Total budget 259,200,000 $        

Tax receipts 215,000,000 $        

Tax rate 3.20%
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