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Week 3 Problem Set: State and local tax policy	

Overview
[bookmark: _GoBack]This problem set will comprise of three components: (1) an analysis of selection (which places have high taxes, low taxes, and changing taxes), (2) an analysis of the effects on economic activity, and (3) an analysis of the revenue maximizing tax rates. Optional: you can focus on an event study analysis of the pass-through tax elimination in Kansas if you’d like or other significant state tax changes.

Data
There are datasets of state tax policy on blackboard. 

Selection
What are the political and economic characteristics of places that have low taxes, high taxes, and tax changes? How might these selection issues affect causal inference about the effects taxes and tax changes?

Effects
How do economic outcomes evolve before and after tax changes? What are the effects on house prices?

Welfare
How do these results inform your estimates of the location’s revenue maximizing tax rate?
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