Flat taxes (Handout 1)
Flat tax is when the government charges the same percentage of income tax regardless of how much money somebody makes. 

1) Copy and complete the following table to represent r(x), the rate of tax on x dollars of earned income at a flat rate of 10%.

	Earned Income, x
	Rate of income tax, r(x)

	           0 
	

	    1,000
	

	    2,000
	

	    3,000
	

	    4,000
	

	  10,000
	

	  20,000
	


2) Graph r(x) in your notebook. 

3) Use the graph you created to explain why “flat tax” is an appropriate name for this tax function. (As your income rises, what happens to the rate of taxes you pay? How is that reflected in the shape of your r(x) graph?)

4) Now copy and complete the following table to represent T(x), the amount of tax you pay. Again assume the tax rate is 10%.

	Earned Income, x
	Amount of income tax, T(x)

	           0 
	

	    1,000
	

	    2,000
	

	    3,000
	

	    4,000
	

	  10,000
	

	  20,000
	


5) Set up another pair of axes and graph T(x) to show how the actual amount of tax you pay changes with income.

6) What is the slope of this line?

7) Explain the relationship between tax rate and the slope of T(x).
8) Now, if the government were to increase the flat tax rate to 25%...

a. Would you be paying more or less tax per one dollar earned? 

b. Would the new graph of T(x) be steeper or flatter than the current T(x)? Explain your answer.

c. What would be the slope of the new T(x)? 
