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Chapter 9 

 
Tax Policy and Income Distribution 
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History of U.S. Tax Policy 

• All governments levy taxes to meet their 

legislated obligations 

• Progressives & liberals  

– Understood the relationship between taxes 

and social programs differently 

• Tax policy is most visible in the passage of 

major bills 
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Tax Policy and Special Interests 

• Tax policy has always contained 

provisions that benefit specific interests 

• The Great Recession 

– So profound that philanthropic giving actually 

dropped 13 percent in 2011 
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Federal Tax Policy 

• Federal budget 

– Predicated on a tax base minimal compared 

to those of other industrialized nations 

• Economic growth during the latter decades 

of the twentieth century  

– Exacerbated income inequality 

• Assets 
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State Tax Policy and the Poor 

• Federal taxes are important in social 

welfare policy 

• Some states have been more generous 

with respect to low-income families 

– While others have been downright punitive 
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The Efficiency of Tax Policy in 

Reducing Poverty 

• Tax policy is one of several strategies that 

apportion societal resources 

• Different strategies vary in terms of their 

efficiency in poverty reduction over time 



© 2014, XXXX, XXXX  Pearson Education, Inc. All rights reserved. 

Tax Expenditures As Poverty Policy 

• The use of federal tax policy to alleviate 

poverty  

– And the increase in states’ use of tax policy to 

augment the income of poor families 

• Tax expenditures in the form of deductions 

• Tax credits 
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The Anti-Tax Movement 

• The obvious question raised by 

conservatives is, why tax at all? 

• Conservative ambitions in domestic policy  

– To reverse liberal dominance of government 

in the lives of citizens  

– Allow them to do more for themselves 
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The Debate Over Economic Inequality 

• Stagnant wages, growing federal debt, 

and the emergence of insurgent groups 

• Increasing economic inequality 

• During a recession, the situation 

resembles a zero-sum game  

– The benefit to one group subtracts from the 

well-being of another 
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Conclusion 

• Tax policy, often undervalued in 

discussions of social welfare 

– Serves a vital function: provides the revenues 

through which public programs operate 

• Public welfare 

• Tax credits 


