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• Politics refers to political affairs, or the business of government. 

How do you think politics affects taxation?  (Politicians, special 
interest groups, and lobbyists work to change and improve existing 
tax legislation.)
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Legislators have three goals in mind when creating tax legislation:

Need to raise revenue

Fairness to taxpayers

Ability to influence taxpayers’ behavior
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• One goal of taxation is that of fairness.

• With horizontal equity, people of equal incomes should pay the same
amount of taxes.

• “Equals should be taxed equally.”
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• In reality, horizontal equity rarely happens because taxpayers can take 
different tax deductions, exemptions, and credits. 

• Legislators hope that these tax breaks will make taxation fairer and 
benefit society as a whole.

• Tax deductions are a part of a person’s or business’s expenses that 
reduces income subject to tax.

• Tax exemptions are the part of a person’s income on which no tax 
is imposed

• Tax credits are a dollar-for-dollar reduction in the tax. These can be 
deducted directly from taxes owed.
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• Excise taxes are direct taxes on the sale or use of specific products 
or transactions.

• Some excise taxes are designed to influence behavior. 

• They include the sin tax, gasoline tax, and luxury tax.
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• Sin taxes are used to discourage the purchase and use of products that 
pose a potential health risk, such as cigarettes or alcohol.

• Behavior is discouraged because the tax on a product or service that is 
unhealthy is significant.

• Puritan founders used sumptuary taxes in early American colonies with 
the same goal in mind. 
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• The gasoline excise tax was first proposed in 1914 but was not instituted 
until 1932.

• American dependence on gasoline and automobiles makes this excise 
tax a lucrative source of revenue.

• The gasoline excise tax is not intended to discourage behavior, but it is 
considered a user tax.

• Because the tax on gasoline is a user tax, only those who use gasoline 
pay for it.

• Revenue generated is used to maintain and build roads and highways, 
regulate underground pollution caused by gas storage, and maintain 
mass transportation in urban areas.
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• Lobbyists work to influence lawmakers’ decisions about taxes and 
other issues.

• Lobbyists are spokespeople for organizations such as corporations, 
industries, unions, or local communities.

• They are generally very knowledgeable about special interests or 
concerns of the groups they represent.

• Lobbyists let lawmakers know how certain laws affect people 
and businesses.

• They make suggestions on how laws might be changed.
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• A lobbyist represents the special interests of a particular group, 
organization, or business. 

• It is the lobbyist’s job to present information to lawmakers and to 
persuade them to make changes in the laws.


