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Market incomes are distributed much more unequally than net incomes
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Inequality (Gini coe�cient) of market income and disposable (net) income in the OECD area, 
working-age persons, late 2000s

Note: Income refers to household income. Late 2000s refers to a year between 2006 and 2009. The OECD average excludes
Greece, Hungary, Ireland, Mexico and Turkey (no information on market income available). Working age is defined as 18-65
years old. Countries are ranked in increasing order of disposable income inequality.
1. Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
Source: Chapter 6, Figure 6.1, OECD (2013).
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Understanding Tax and Transfer Programs for Low- and
Middle-Income Families
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Are Tax Rates Flat?

James Heckman Overview



Poverty Line Uses Income Concept

• Wages, salaries, and self-employment income (excludes health
care contributions, borrowed money, gifts, inheritance,
insurance payments, money from relatives living in house)

• Investment income (interest, dividends, rentals, royalties,
income from estates and trusts); capital gains and money from
selling property excluded

• Includes supplemental security and government railway plans,
SSI, public assistance, welfare, retirement pensions, food
stamps, public housing subsidies, and medical care, also
excludes tax refunds
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Figure 1: Universally Available Tax and Transfer Benefits (Single Parent
with Two Children in Colorado, 2008)
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Figure 2: Effective Marginal Tax Rates (Single Parent with Two Children
in Colorado, 2008)
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Tax Rates by Poverty Status
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Figure 3: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps; Equal Earnings in All Months)
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Figure 4: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps; Equal Earnings in All Months), Cont’d
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Figure 4: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps; Equal Earnings in All Months)
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Figure 5: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps, and Medicaid; Equal Earnings in All Months)
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Figure 5: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps, and Medicaid; Equal Earnings in All Months)
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Figure 6: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Married Couple with Two Children; TANF and Food
Stamps; Equal Earnings in All Months)
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Figure 6: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Married Couple with Two Children; TANF and Food
Stamps; Equal Earnings in All Months)
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Figure 7: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps; No Employment January-June; Employed July-December)
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Figure 7: Effective Marginal Tax Rates (%) Moving from Various
Earnings Levels (Single Parent with Two Children; TANF and Food
Stamps; No Employment January-June; Employed July-December)
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