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Section 1: Guided Reading and Review

What Are Taxes?
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60 Chapter 14 Guided Reading and Review

A. As You Read
As you read Section 1, supply the requested information in the spaces provided.
Explain what gives the government the power to collect taxes.

1.

List four ways in which the government’s power to tax is limited.

2.

3.

4.

5.

List and define the three types of tax structures.

6.

7.

8.

List and define the characteristics of a good tax.

9.

10.

11.

12.

B. Reviewing Key Terms
Complete each sentence by writing the correct term in the blank provided.

13. The income, property, good, or service that is subject to tax is considered a
.

14. The is the final burden of a tax.

15. Sales tax is a type of tax.

16. With a the percentage of income paid in taxes remains the same for
all income levels.

17. Income tax is a type of tax.

18. The income that government receives is called .

Article 1, Section 8, Clause 1 of the Constitution gives Congress the power to tax.

Taxes cannot be used for individual interests.

Federal taxes must be the same in every state.

Taxes cannot be collected on exports.

Taxes must be divided among the states based on population.

Proportional tax: Percentage of income paid remains the same for all income levels.

Progressive tax: Percentage of income paid increases as income increases.

Regressive tax: Percentage of income paid decreases as income increases.

Simplicity: Tax laws should be easy to understand; taxpayers should be able to prepare tax forms 

themselves.

Efficiency: Taxes should be paid and collected without costing taxpayers or administrators too much 

time or money.

Certainty: Taxpayers should clearly understand when and how much tax is due and how it should 

be paid.

Equity: The tax system should be fair, so that no one pays too much or too little of the tax burden.

tax base

incidence of a tax

regressive

proportional tax

progressive

revenue
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Section 2: Guided Reading and Review

Federal Taxes

Guided Reading and Review Chapter 14 61

A. As You Read
As you read Section 2, fill in supporting facts or details under each main idea by answering each
question.

Main Idea: Individual income taxes are imposed on the income of all individuals living in the
country.

1. Why do employers withhold a set amount of your income?

2. What is taxable income?

Main Idea: Federal Insurance Contributions Act (FICA) taxes fund two large government
programs.

3. What does Social Security provide?

4. What is Medicare?

Main Idea: Taxes are sometimes used to affect behavior.

5. What items are taxed for the purpose of changing behavior?

B. Reviewing Key Terms
Match the descriptions in Column I with the terms in Column II. Write the letter of the correct
answer in the blank provided.

Column I

6. amounts that you can subtract from your income when filing taxes

7. form used to file one’s income taxes

8. income on which tax must be paid

9. tax on a monetary gift from a living person valued above a certain amount

10. tax on the total value of the money and property of a person who has died

11. tax payments taken out of an employee’s pay before he or she receives a
paycheck

12. tax levied on foreign goods brought into the United States

Column II

a. taxable income

b. tariff

c. tax return

d. withholding

e. deductions

f. gift tax

g. estate tax

The income that is withheld pays a 
portion of your annual income tax payment so that you do not have to pay it in one lump sum and so the
government can pay its bills throughout the year.

a person’s total income minus exemptions and deductions

old-age pensions to workers plus benefits to surviving family 

members of workers and to people who are disabled

a national health insurance program that helps pay for health care for people 

over 65 and people with specific disabilities

Alcoholic beverages and tobacco 

are taxed to discourage their use; autos that get low gasoline mileage are taxed to encourage the 

purchase of fuel-efficient cars.

e

c

a

f

g

d

b

Possible answers below
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Section 3: Guided Reading and Review

Federal Spending
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62 Chapter 14 Guided Reading and Review

A. As You Read
As you read Section 3, provide examples of the categories of federal spending in the diagram
below.

Categories of Federal Spending

1. Entitlements 3. Aid to States

2. Discretionary Spending

Federal
Spending

B. Reviewing Key Terms
Define the following terms.

4. discretionary spending

5. mandatory spending

6. entitlement

spending category about which government planners can make choices

spending on certain programs that is mandated, or required, by existing law

social welfare program that people are “entitled to” if they meet certain eligibility 

requirements

Possible answers below

Social Security, Medicare, Medicaid,
food stamps, supplemental security
income (SSI), child nutrition, federal
pensions, veterans’ pensions,
unemployment insurance

defense, education, training,
scientific research, student loans,
technology, national parks and
monuments, law enforcement,
environmental cleanup, housing,
land management, transportation,
disaster aid, foreign aid, farm
subsidies, federal salaries

Medicaid; unemployment
compensation; programs to help
children, families, refugees, and
others; highway construction;
education; lower-income housing;
employment and training programs
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Section 4: Guided Reading and Review

State and Local Taxes and Spending

Guided Reading and Review Chapter 14 63

A. As You Read
As you read Section 4, fill in examples of each item in the space provided.

Spending

(State Governments)

Provide examples of goods or services on which state
taxes are spent for each category.

1. Education:

2. Public Safety:

3. Highways and Transportation:

4. General Welfare:

5. Arts and Recreation:

6. Administration:

Sources of Revenue

(State Governments)

Provide examples of each type of tax from which
states earn revenue.

7. Sales Tax:

8. Excise Tax:

9. Income Tax:

10. Corporate Income Tax:

11. Business Taxes:

(Local Governments)

Provide examples of goods or services on which local
taxes are spent for each category.

12. Law enforcement:

13. Public facilities:

14. Public health:

(Local Governments)

Provide examples of each type of tax from which
local governments earn revenue.

15. Property Taxes:

16. Other Taxes:

B. Reviewing Key Terms
Answer each of the following questions.

17. What is the difference between real property and personal property?

18. What is the difference between an operating budget and a capital budget?

19. What is a sales tax?

20. What is the relationship between revenues and spending in a balanced budget?

Real property refers to 
land and buildings; personal property refers to possessions such as jewelry and furniture.

An operating 
budget is for day-to-day expenses; a capital budget is for major investment expenditures.

a tax on goods and services

In a balanced budget, revenues and spending are equal.

state universities; agricultural and 
technical colleges; teacher’s colleges and two year
community colleges; local schools

highway patrol; crime labs; 
corrections systems

repairing roads 
and bridges; waterways and airports

hospitals and clinics; water 
supplies; unemployment compensation benefits

state forests, parks, and 
nature reserves;  museums; music and art programs

salaries of state workers

sales tax on goods and services

“sin taxes;” amusement taxes; 
gasoline taxes

tax on individual income; rates vary 
from state to state

tax on companies that 
do business in the state; may be progressive or fixed

licensing fees for professional 
work such as hairdresser, carpenter, contractor;
transfer tax on documents; severance tax on
natural resources

local police; county sheriff’s 
departments; park police

libraries; airports; public hospitals

restaurant inspectors; water 
treatment plants; sewer systems

paid by people who own homes, 
apartments, buildings, land; rate figured on
assessed value of property

sales and excise taxes aimed at 
tourists; payroll taxes

Possible answers below

Possible answers below
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