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Introduction 

Many people might think taxes are of purely mathematical concern, or that the study of taxation 

is of economic interest alone. If taxes take from the rich in order to give to the poor, then 

sociologists could think their effects on poverty and inequality are too obvious to need any 

examination (Martin and Prasad 2014). In other words: they might think taxes are boring.  

However, taxes and fiscal debates are at the centre of society (Morgan and Prasad 2009), which 

is clearly stated in classical sociological literature. For instance, Max Weber lists over 30 

different ways to finance public expenditures. Moreover, he argues that each fiscal tool comes 

with its own specific consequences in structuring the social order—and that the ways in which 

political entities are financed are themselves a consequence of the social structure (Weber 

2014). He clearly knew that taxes are at the centre of the social contract and worth his attention. 

In the light of rising income and wealth inequality, taxation once more emerges as a tool of 

redistribution and stratification. Again, intuitively, we might think of taxes as policy 

instruments that obviously reduce inequality and diminish poverty. But among whom is 

inequality reduced? Whose poverty (and what poverty) is diminished, and is it really reduced? 

Asking such questions might appear unnecessary at first. Again, common sense and everyday 

knowledge could judge these curiosities as misplaced because the answers seem obvious. This 

dissertation is about the fact that it is not.  

To shed light on the myriad effects of taxes on inequality, poverty and redistribution, the studies 

at hand deviate to some degree from the general vertical perspective—that is, the social ordering 

from rich to poor—and investigate tax policy as social policy for different types of families. 

The horizontal perspective—that is, the social ordering of different family types regardless of 

their income position—allows for emphasizing the pivotal role of taxation in structuring 
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individual life chances independently of any seemingly obvious redistribution from rich to poor: 

do taxes treat different types of families differently? If so, who gains and who loses?  

Countries vary substantively in how their tax systems treat families. Moreover, variation in 

family tax policy seems to be higher than ever—showing substantial cross-country differences 

in almost any fiscal policy targeted towards different family types, such as, for instance, single 

parents or married couple households. In contrast, no such pattern is observable with regard to 

other domains of tax policy. For example, decreasing corporate tax rates have been observed 

across the globe (Genschel and Schwarz 2012). Similarly, top income tax rates have crumbled 

throughout high-income countries since the 1950s (Saez 2017). Because political opportunities, 

historical challenges, or social norms all shape and re-arrange the tax systems in place, tax 

policy is subject to permanent change. However, while most tax domains seem to underlie 

global tendencies, family tax policy does not. Thus, change in family policy as tax policy does 

not follow the global trend towards convergence, but seems rather eclectic and random.  

A key challenge for equitable tax systems and family tax policy are diversified demographic 

patterns. In the past fifty years, the traditional married male breadwinner family has lost its 

hegemonic status. The emergence of single parenthood, divorce, remarriage or cohabitation has 

resulted in a potential mismatch between family reality and tax policy—given that, for instance, 

income tax systems in the after-war period were not designed for working women. While some 

countries adjusted the way in which they finance public expenditures to better cope with the 

demographic changes, others did not. Thus, I expect countries which adopted their tax policy 

to diversified family formations to indicate less variation across family types in terms of 

impoverishment and redistribution.  

In seeking to examine the role of tax policy in social and family policy, the studies in this thesis 

contribute to our understanding of the significance of taxation for redistribution beyond Robin 

Hood: just as the welfare state with its transfer policies and social insurance schemes is an 
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institution re-arranging the social order, taxes reduce income differences and increase 

inequality, they enable autonomy and strengthen dependency, and they diminish poverty and 

simultaneously push families into poverty.  

In recent decades, the awareness of taxes as social policy has increased considerably (Collins, 

Ruane, and Sinfield 2020; Ruane, Collins, and Sinfield 2020; Sandford, Pond, and Walker 

1980; Sinfield 2020). Nevertheless, the majority of welfare state research still looks first and 

foremost at transfers and cash benefits, parental leave policies and replacement rates (Hook and 

Paek 2020; Nelson 2004, 2007). To be clear, all of this is of central interest for sociological 

thinking. However, the image we get from a research tradition that underplays the role of the 

revenue side of the welfare state will always be incomplete.  

The revenue sources of welfare states are diverse. Across countries, the most prominent sources 

are taxes on income and taxes on consumption. However, substantive variation in the proportion 

of public revenue from these sources exist. For instance, the United States has no value-added 

tax at the federal level, and states can decide on their own if they want to tax consumption 

goods. On the contrary, most European countries levy substantial taxes on consumption—and 

the value-added tax is often the most important source of revenue (Byrne and Ruane 2017). 

However, different taxes have different consequences for inequality, poverty, and 

redistribution. 

This dissertation takes a comparative perspective in understanding the significance of tax design 

for stratification among family types. I rely on harmonized information from the Luxembourg 

Income Study Database (LIS). The LIS provides a unique collection of household survey and 

register data that includes information on income and transfers, income taxes and social security 

contributions, as well as consumption expenditure. The comparative perspective enables me to 

directly address the variation in tax design across countries. 
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In the following section, I briefly outline the main concepts. Furthermore, I argue why 

inequality and poverty are important and what tax policy as social policy can do about it. 

Moreover, I motivate the focus on different types of families—and why it matters if they are 

exposed differently to the tax system. In the background section thereafter, I provide an 

overview of the literature and embed tax policy within the general social policy and welfare 

state literature. Finally, I briefly describe my research design and summarize the three studies 

and highlight important limitations, as well as the general contribution to our understanding of 

tax policy and stratification across family types. 

 

Motivation 

Why is the tax-induced modification of poverty, inequality, and redistribution among family 

types important? One crucial answer to this question is the complex nature of tax policy. Unlike 

a cash transfer, the effects of a tax benefit appear less clear and the distributive outcomes might 

depend on various economic and demographic circumstances. For instance, an exemption from 

taxable income disproportionally benefits those with higher incomes. However, this is not 

visible in the tax exemption itself, but rather depends on the tax schedule and the distribution 

of incomes. Thus, the redistributive outcomes of tax policies are unclear. 

The myriad effects of tax policies become particularly apparent when looking at different types 

of families. As family types are not distributed equally across the income strata, different family 

formations might benefit differently from the tax design. In addition, many countries provide 

special exemptions, preferential tax rates or other benefits channelled through the tax system 

based on the family type or marital status.  

It may be this hidden redistribution that has enabled policymakers to create or maintain 

countless ways to benefit some families while soaking others. Thus, unlike other areas of tax 

policy, the comparative picture is characterized by seemingly random variation in the tax 
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treatment of families. For instance, the United States, Norway and Germany all apply income 

splitting in the income tax assessment of married couples—despite being fundamentally 

different in almost all established welfare state criteria.  

The studies in this thesis aim at scrutinizing the distributive outcomes of this variation in family-

related tax policies across countries. Because of the hidden nature of benefits distributed 

through the tax system, little is known about their consequences for poverty and inequality. 

However, despite this clear research gap there is also a fundamental reason as to why taxes 

matter for sociological research and social policy: the tax system can penalize and reward.  

The design of the revenue side of the welfare state entails benefits for some by providing them 

with exemptions from tax liability. Thus, fiscal systems can have preferential tax rates or tax 

credits for the types of families they wish to promote—or behaviours that are desired. This 

dimension of fiscal policy mirrors the spending side of the welfare state: Some receive more 

than others and countries vary substantively in generosity and benefit entitlement.  

However, the design of the tax system can also penalize individuals and families in both relative 

and absolute terms. In relative terms, both taxes and transfers can leave some worse off than 

others. For instance, either a favourable tax schedule for married couples or a transfer payment 

tied to legal marital status can increase pocketbooks and put married couples in a favourable 

economic position compared to unmarried individuals. In relative terms, those without access 

to marriage are clearly worse off. In absolute terms, contingent on welfare entitlements, social 

spending will usually either increase or not affect household income. In contrast, taxes can also 

penalize in absolute terms. This is why the tax system is ultimately different from welfare 

spending.  

Taxes do not necessarily take from the rich in order to give to the poor. Taxes can take from 

the poor and give to the rich. Moreover, taxes might take from some poor families and give to 

other poor families. In other words: taxes might ultimately impoverish some families while 
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lifting others out of poverty. Given the substantive variation in tax systems, patterns should 

vary substantially across countries.  

We might feel inclined to think of tax-induced inequality or poverty among family types as an 

unintended consequence of tax policymaking. However, it is unclear whether taxes that penalize 

some while rewarding others are either actually unintended or knowingly designed to punish 

undesired behaviours or family formations. While the studies at hand are not able to answer this 

intriguing question, they do provide a first impression of the myriad ups and downs of the tax 

treatment of families. 

 

Background 

Fiscal Welfare and Tax Expenditures 

Introductions to fiscal welfare commonly start with Richard M. Titmuss’ seminal work on The 

Social Division of Welfare (1958). In his essay, Titmuss introduces the concept of fiscal welfare 

for the first time. He describes fiscal welfare as a distinct category of welfare, next to social 

welfare and occupational welfare. This threefold division of welfare arises from the 

organizational division of labour, rather than from different functions. Occupational welfare 

includes “pensions for employees, wives and dependants; child allowances; death benefits; 

health and welfare services; personal expenses for travel, entertainment, dress and equipment; 

meal vouchers” (Titmuss 1958:50), to name just a few of these manifold benefits tied to 

occupational situation. In effect, they provide social services just as social and fiscal welfare 

benefits do. However, social welfare comprises mostly direct cash payments that “are made in 

discharging collective responsibilities for particular dependencies” (Titmuss 1958:44), such as 

unemployment, childbearing or disabilities. Finally, fiscal welfare is not administrated as a cash 

transaction but as a tax saving, i.e., income that for a social purpose is not taken from the 

individual. Despite the different administration, Titmuss sees “no differences in these two ways 



Chapter 1 Introduction 
 

10 
 

by which collective provision is made for dependencies” (Titmuss 1958:45). In his view, fiscal 

welfare has undergone a particularly remarkable development as a steadily increasing 

proportion of welfare is administrated through the tax system.  

Titmuss ends his essay from the 1950s lamenting that these three divisions of welfare are 

constantly understood as separate, non-related systems: “What goes on within and as a result 

of one system is ignored by the others. They are appraised, criticized or applauded as abstracted, 

independent, entities” (Titmuss 1958:53). However, they should be understood as fundamental 

components of the welfare state. Thus, any exclusive focus on social welfare as the genuine 

representation of the welfare state only shows a limited fraction of that welfare state. Social 

welfare is simply no more than “the more visible part of the real world of welfare” (Titmuss 

1958:53). 

Fiscal welfare as a less visible dimension of the welfare state remained a topic outside of the 

main interests of welfare scholars at least until Christopher Howard galvanized the field with 

his renowned work on The Hidden Welfare State: Tax Expenditures and Social Policy in the 

United States (1999). This collection of articles impressively documents the magnitude of tax 

expenditures with social welfare objectives in the United States. Clearly related to the concept 

of fiscal welfare, tax expenditures comprise a tool of social policy that redistributes welfare by 

exempting groups or individuals from tax payments. Howard reiterates Titmuss’ argumentation 

on the lack of visibility of these benefits that are distributed through the tax system.  

Yet fiscal welfare and tax expenditures are not always understood as interchangeable terms. 

Fiscal welfare provided in the form of tax relief is commonly attached to some kind of social 

purpose, such as, for instance, a tax allowance for childcare (Sinfield 2012). However, the term 

of tax expenditures captures any forgone revenue of the state, regardless of the designated 

purpose. For instance, many tax breaks exist to incentivize investment or desired behaviour. 

Thus, fiscal welfare and tax expenditures overlap, although many provisions exist that cannot 



Chapter 1 Introduction 
 

11 
 

be categorized into both realms simultaneously (Sinfield 2012). In recent years, the analysis of 

tax breaks for social purposes (TSBPs) or social tax expenditures (STEs) aimed at a clearer 

cartographization of the overlapping field (Morel, Touzet, and Zemmour 2019; Sinfield 2018).  

The lack of coherent international definitions on what to include as fiscal welfare made 

comparative research particularly difficult. For instance, the German joint income tax 

assessment of married couples provides substantive benefits for unequal earning spouses 

compared to their unmarried counterparts. The benefit from joint taxation can be worth more 

than 16 thousand euros per couple. It is estimated that the federal government loses more than 

20 billion euros every year in forgone revenue due to the joint assessment. Moreover, 23 percent 

of the entire benefit accrue to households in the top income decile (Bach, Geyer, and Wrohlich 

2016). However, this so-called “income splitting” is not included in any official database on 

tax expenditures across countries because it is classified as the baseline scenario (Sinfield 

2012). Thus, comparative research on the distributional outcomes of tax expenditures is scarce 

(Barrios et al. 2020; Coady, D’Angelo, and Evans 2019; McCabe and Berman 2016). 

The New Fiscal Sociology 

Drawing on earlier attempts to grasp tax benefits, the sub-field of Fiscal Sociology emerged 

(Martin, Prasad, and Mehrotra 2009) and became a rapidly developing research area with a 

strong interdisciplinary orientation (Backhaus 2005). Scholars in this tradition emphasize the 

underrated role of taxation in most research on inequality in general and the welfare state in 

particular. Thus, causes of poverty and inequality will remain misunderstood if taxes are 

ignored (Martin and Prasad 2014). At the heart of the Fiscal Sociology literature lies the study 

of the consequences of taxes for poverty, inequality and individual life chances.  

Fiscal Sociology is different from original economic research in the area of taxation. Most 

economists tend to focus on the revenue effects of specific tax reforms (Decoster and Van Camp 

2001), overall optimal taxation regarding revenue (Sandmo 1976), labour market participation 
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(Thomas and O’Reilly 2016) or equivalized disposable income (Cubero and Hollar 2010). 

However, this extensive economic literature on general equilibrium and efficiency is beyond 

my research interest. In contrast, the sociological perspective on fiscal policy seeks a social 

understanding of the shaping role taxation plays within the formation of social structure and the 

reproduction of social inequality. However, Campbell’s (1993) remark from the early 1990s, 

lamenting that sociologists drew much more attention on social spending than they did on 

taxation, might still be valid (Prasad and Deng 2010).  

The impact of fiscal welfare on poverty and inequality differs from social welfare. The latter is 

commonly associated with diminishing poverty and mitigating inequality through cash benefits 

(Atkinson et al. 2017; Caminada, Goudswaard, and Koster 2012; Gornick and Smeeding 2018; 

Nelson 2004). In contrast, the former requires beneficiaries to pay taxes in the first place. 

Individuals without a taxable income do not benefit from fiscal welfare provisions. Thus the 

“hidden welfare state” is found to disproportionally benefit the middle- to upper-income strata 

(Avram 2018; Ruane et al. 2020). Therefore, these so-called “upside-down” benefits are means-

enhancing (Sinfield 2020) because “the distribution of benefits through tax and related reliefs 

contributes to maintaining, if not widening, inequality” (Sinfield 2018:91).  

The fundamental question of how to generate state revenue is irrevocably entangled with any 

welfare state’s public spending. Tax policy lies at the heart of financing the modern nation state 

(Morgan and Prasad 2009; Steinmo 1993). In fact, previous research in the Fiscal Sociology 

tradition argues that only welfare states with a broad and often regressive tax base achieve the 

provision generous social benefits (Beramendi and Rueda 2007; Kato 2003). This literature 

suggests the existence of a trade-off between high average tax rates and tax progressivity 

(Guillaud, Olckers, and Zemmour 2020). Mapping tax systems on the worlds of welfare, Prasad 

and Deng (2010) conclude that more generous welfare states have less progressive tax systems.  
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A growing body of literature is trying to assess the joint impact of taxes and transfers on welfare 

state outcomes across the worlds of welfare (Prasad and Deng 2010). For instance, Kammer et 

al. (Kammer, Niehues, and Peichl 2012) find that welfare regimes not only differ in their 

welfare state institutions, but also in their redistribution outcomes in terms of inequality. 

Relatedly, using cluster analysis, Obinger and Wagschal (Obinger and Wagschal 2001) show 

how welfare states cluster into established categories, with Anglo-liberal regimes indicating 

lower and Scandinavian welfare states higher levels of taxation. Together with the conservative 

regimes, they form the so-called “Families of Taxation”. 

Taxation and the Welfare State 

The most prominent classification with regard to financing central welfare state functions is the 

distinction between insurance-based (Bismarck) and tax-based systems (Beveridge). The two 

stylized models clearly differ in their redistributive consequences: in the former, provisions are 

closely tied to employment-based social insurance contributions. In the latter, health care or 

pension entitlements are financed through the general tax system. These characterizations 

overlap with other ways of classifying or categorizing welfare systems. 

No typology of welfare states has been more influential than Esping-Andersen’s Three Worlds 

of Welfare Capitalism (1990). In his seminal work, welfare regimes are categorized based on 

how they modify social stratification and decommodification (Siegel 2007). The key for 

grasping the nature of the welfare state is to understand that it is different from a mechanism 

built to correct the patterns of inequality. Esping-Andersen conceptualizes the welfare state as 

a system of stratification in its own right: “It is an active force in the ordering of social relations” 

(1990:23). Thus, he criticizes the empirical literature for its narrow approach to income 

redistribution, which shows only one part of the stratification (Esping-Andersen 1990:57).  

Still, the comparative socio-economic literature on overall redistribution has expanded 

substantially in recent years. Thanks to the increased availability of comparative microdata on 
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income and wealth, researchers have been able to provide more fine-grained insights into 

redistribution. For instance, Ferrarini and Nelson demonstrate how welfare states differ in their 

redistribution instruments, such as taxable social insurance schemes (Ferrarini and Nelson 

2003). Similarly, researchers are able to distinguish different institutional “arenas”, such as 

predistribution, private redistribution and public redistribution, and show each corresponding 

impact on poverty and inequality (Gornick and Smeeding 2018). However, despite substantive 

advances in empirical methods, most comparative redistribution research is not genuinely and 

argumentatively linked to the welfare state literature (Amoureux, Guillaud, and Zemmour 2019; 

Atkinson et al. 2017; Duncan and Sabirianova Peter 2016; Sologon et al. 2020). 

Esping-Andersen’s broader view of the welfare state as a system that shapes class and status 

could have contributed to the lack of attention towards redistribution through the tax system in 

the comparative welfare state literature after the 1990s. His classification of welfare regimes 

became the most influential thinking on the topic. Thus, this theory-guided conceptualization 

of welfare regimes might have contributed to a lack of interest in the economic domain of 

taxation. However, tax policy can also be grasped through the concepts of stratification and 

decommodification. 

Taxes are a crucial dimension of stratification because they adjust the living conditions of 

individuals—and tax exemptions and fiscal welfare affect different families differently. Thus, 

the tax system is a crucial actor in re-arranging the life chances of individuals. Moreover, 

provisions in the tax code ensure that redistribution means more than taking from the rich and 

giving to the poor. In addition, refundable tax credits might also be considered decommodifying 

just as general transfer payments. However, despite incidental mentions, most comparative 

welfare state research lacks these dimensions of fiscal stratification and decommodification. 

The three worlds of welfare have been challenged, adapted, and criticized in numerous ways 

(Arts and Gelissen 2002; Bonoli 1997; Clasen 2011; Hook 2015; Saraceno 2016). Interestingly, 
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researchers in the feminist tradition were among the first to articulate the missing interest for 

taxation in the literature (Sainsbury 1999). The tax system does not simply redistribute from 

rich to poor, but also shapes the positions and life chances of various families differently by 

promoting some and penalizing others (Sainsbury 1999:185). Thus, the tax system is a key 

component of stratification even beyond overall redistribution. 

The idea of the welfare state as an independent actor in the relationships of state, market, gender 

and family has been discussed in manifold ways (Korpi 2000; Korpi, Ferrarini, and Englund 

2013; Leitner 2003; Orloff 1993). In general, familialistic and de-familialistic policies are 

distinguished (Lohmann and Zagel 2016; Zagel and Lohmann 2020). On the one hand, 

familialistic policies strengthen the caretaking responsibility of the family. On the other hand, 

de-familialistic policies emphasize the welfare state’s responsibility to do so. Thus, the concept 

of familialization stresses the institutionally driven dependency of individuals on their family 

context (Sainsbury 1999).  

Family Diversification 

The tax system structures dependency among families and partners as well. A large body of 

literature addresses incentives and disincentives for female labour market activity (Bettio and 

Verashchagina 2009; Bick and Fuchs-Schündeln 2017, 2018; Rastrigina and Verashchagina 

2015; Schwarz 2012). In general, welfare states promoting the independence of family members 

in the tax code seem to indicate higher levels of gender equality and female labour market 

participation (Avram and Popova 2021; Dingeldey 2001; Figari 2015). Moreover, the 

progressivity of the tax system is key in reducing gender inequality (Richards-Melamdir 2021). 

The tax system is not an impartial, purely mathematic tool for raising public revenue. In fact, 

many provisions, tax exemptions or preferential tax rates promote specific family formations 

(Sainsbury 1999). Historically, the establishment of most modern income tax systems took 

place in the aftermath of World War II. Thus, tax systems reflected social norms and 
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expectations from the 1950s (McCabe and McCaffery 1997). The traditional nuclear family of 

a male breadwinner and a stay-at-home spouse was cemented in the tax code. Most countries 

treated the married couple as a unit and provided generous tax exemptions for dependent family 

members (McCaffery 2009). However, this system started to deteriorate in the 1970s. 

In recent decades, many countries have shifted away from the joint taxation of married couples. 

For instance, Sweden (1971), Austria (1971) and the United Kingdom (1990) all introduced full 

individual filing for spouses (Dingeldey 2001). However, prominent examples of countries 

which still include the joint taxation of married couples persist, such as Germany and the United 

States (Alm and Melnik 2005). In addition, the abolition of the joint assessment of spouses does 

not always result in abolishing the favourable treatment of married couples. Indeed, many 

countries still provide special tax reliefs and tax allowances for couples who marry. In addition, 

tax exemptions for dependent partners are widely prevalent across the OECD and often only 

applicable to married couples (Alm and Melnik 2005). 

This practice of providing beneficial treatment for married couples has attracted considerable 

criticism for promoting the traditional male breadwinner model, in particular because 

household patterns have diversified considerably in the last decades. Thus, unchanged tax 

policies might now alter differences in income between household types because they remain 

targeted at a formerly homogenous social structure.  

In recent decades, previously stable social entities have become increasingly impermanent. 

Formerly, married two-parent families were the dominant household type. Now this “traditional 

family pattern” is just one household constellation among an increasingly diverse set of 

households (Garland 2016:122), such as single parents, unmarried couples or single individuals. 

Because a considerable share of people are staying single, raising children without a partner, or 

divorcing and remarrying, an increased diversification of household forms is taking place.  
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In other words, the hegemonic traditional family pattern no longer fully applies to most OECD 

countries. The changes in living arrangements and labour market adjustments that arose 

together with declining fertility rates have become generally known as the Second Demographic 

Transition (Lesthaeghe 2014). These demographic developments have been a focus of 

sociological research since the 1980s (McLanahan and Bumpass 1988), and a broad range of 

empirical evidence on changed family and inequality patterns has been demonstrated. In 

particular, this includes the identification of households with an increased risk of poverty, such 

as single-mother households. As previous research has shown, these groups are more likely to 

be income poor (Brady, Finnigan, and Hübgen 2017), dependent on government support 

(Christopher 2002) and affected by low intergenerational economic mobility, e.g., their children 

show poor educational performance (McLanahan and Percheski 2008).  

The potential mismatch between diversified family structures and tax policy clearly constitutes 

an area of welfare state research that goes beyond classic redistribution analysis. A different tax 

treatment of different families that is not solely based on the income position shapes the life 

chances of families differently. Fiscal welfare in particular and the tax system in general do not 

constitute a simple mechanism that redistributes from rich to poor. Moreover, in this sense, the 

tax system acts as an independent force shaping the ordering of social relations. Thus, it is 

essential to address the role of taxation as a key component of the welfare state that reduces and 

increases inequality, diminishes and exacerbates poverty, and limits and enables individual life 

chances. 

 

Research design 

This dissertation aims at scrutinizing one overall research question: do taxes treat different types 

of families differently? If so, who gains and who loses? In order to grasp the countless ways in 
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which different tax systems (and different taxes) shape the economic positions of families, I 

split the general question into three sub-questions: 

• What fraction of households are pushed below the poverty line as a net result of the 

income tax and transfer system? Does this vary by family type? 

• How does income taxation modify horizontal income inequality between family types? 

• How do consumption taxes elevate poverty across family types? 

Each sub-question is addressed in a separate paper. The first article aims at a general assessment 

of the fiscal impoverishment of households. It shows how taxes and transfers do not only serve 

to lift people out of poverty, but simultaneously push others (further) into poverty. This 

perspective clearly indicates the stratifying nature of the tax system. The second article expands 

the understanding of family-related tax treatment by showing how tax policies targeted towards 

specific types of families hinder redistribution and strengthen inequality between families. 

Finally, the third article serves to illustrate the relevance of the tax system for stratification 

beyond the income and payroll tax system and indicates how family types are hit differently by 

consumption tax payments. All papers contribute through each specific angle to my overarching 

research interest.  

The general analytical approach is consistent across the three articles. First, I apply a classical 

budget incidence approach in each paper, thus addressing the direct association of tax payments, 

tax policies and the like and poverty or inequality. This approach does not include behavioural 

models and, therefore, cannot account for behavioural changes due to changes in the tax system, 

such as adjustments in labour market participation. Second, I adopt a comparative perspective. 

As mentioned above, cross-country variation in the tax treatment of families is particularly 

noteworthy given global trends of convergence in other fiscal dimensions, such as corporate 

taxation. Thus, the comparative angle is essential to grasp the variety of policies that are targeted 

to penalize or reward different types of families.  
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In all three pieces I rely on harmonized microdata from the Luxembourg Income Study database 

(LIS). The LIS data are particularly well-suited for my research interest because they provide 

fine-grained micro-level information on income, taxes, and transfers from over 50 countries.  

 

Paper Summary 

In the following, I briefly present the three empirical papers of my dissertation. Table 1 at the 

end of the section provides a summary of each study with regard to the research questions, 

analytical strategy, main findings and further general information on the publication.  

First Study: Fiscal Impoverishment in Rich Democracies 

The first article, “Fiscal Impoverishment in Rich Democracies”, introduces and motivates fiscal 

impoverishment as a construct for use in comparative welfare state research. The main goal is 

to unravel how income taxes in many instances serve to create and exacerbate income poverty. 

Using harmonized household survey data from the LIS, the study asks: across rich democracies, 

what fraction of households are pushed below the poverty line as a net result of the income tax 

and transfer system? In addition, what percentage of households in poverty see a net reduction 

in their incomes?  

In every country of the 24 rich democracies examined in the paper, a substantial number of low-

income households are fiscally impoverished. Specifically, the percentage of households in 

poverty that are made net poorer after taxes and transfers ranges from less than 10% to more 

than 70%, revealing extreme cross-national variation. Moreover, welfare stats differ 

substantially in who they are impoverishing: while Scandinavian countries mostly impoverish 

single-households, families with dependent children account for the majority of all 

impoverished households in Mediterranean welfare states. Surprisingly, all Anglo-liberal 

countries perform particularly well in terms of impeding fiscal impoverishment. This study 
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provides a fresh and intriguing perspective for comparative research on welfare state effort and 

poverty. 

This study contributes to several related sub-fields of sociological research. Centring the hidden 

role of income taxation in the production of household poverty highlights a potentially 

generative area of overlap between welfare state research and the New Fiscal Sociology (Martin 

et al. 2009). As the study indicates, although taxes have been incorporated in the sociological 

examination of poverty, focusing on the “net effect” of taxes and transfers has obscured the role 

of taxation in exacerbating poverty.  

Second Study: The Taxation of Families 

The second empirical paper of my dissertation is entitled “The Taxation of Families: How 

Gendered (De)Familialisation Tax Policies Modify Horizontal Income Inequality”. In the 

study, I examine the role of familialization tax policies for income inequality and redistribution 

between family types. To this end, I draw on harmonized, comparative microdata from the LIS 

and use decomposition analyses. Drawing on the defamilialization literature in welfare state 

research, I argue that fiscal welfare policies can also promote and incentivize more or less 

defamilialization. For instance, the joint taxation of married couples is understood to increase 

dependence between spouses. On the other hand, a single-parent allowance would enhance 

independence from relatives. To address the relevance of these tax policies in structuring the 

life chances and income positions of various family types differently, I collect basic policy 

information for all countries in the study. I then use policy indicators to explain the 

redistribution between family types. Therefore, I decompose the Theil index of income 

inequality in a within- and a between-family type component. The paper shows that 

familialization tax policies, such as tax splitting, hinder redistribution between families. The 

paper is novel in addressing the role of taxes in inequality between family types. It significantly 

contributes to our understanding of horizontal income inequality. 
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Findings from this paper are closely related to the literature on gender inequality, fiscal welfare 

and comparative welfare state research. The results are in line with previous research indicating 

that fiscal welfare policies benefit middle- to high-income households (Avram 2018; Stebbing 

and Spies-Butcher 2010). Moreover, fiscal benefits for married couples seem to reduce the 

redistribution power of progressive income taxation because married couples have above-

average income levels. Thus, these policies create and maintain inequality between families and 

hinder individual autonomy and gender equality (Orloff 1993). Because familialization tax 

policies provide benefits for breadwinners with dependents, they further discourage individual 

autonomy within the family. Thus, the paper shows how tax policies shape, re-arrange, and 

structure positions and life chances differently between families. 

Third Study: Taking from the Disadvantaged 

In the third paper, I investigate the impact of consumption taxes on poverty. This study is 

entitled “Taking from the Disadvantaged? Consumption Tax-Induced Poverty Across 

Household Types in Eleven OECD Countries”. To this end, I innovatively combine income and 

expenditure information from the LIS with consumption tax revenue information from national 

statistical accounts. I derive a measure of implicit consumption taxes paid at the household 

level. Again, I am interested in how consumption tax payments hit various family types 

differently. In general, I find a higher risk of poverty in countries with higher consumption taxes 

than in those with low taxes. In particular, single households and large families are most 

vulnerable to consumption tax-induced poverty. This study uniquely addresses the relevance of 

consumption taxes in deepening poverty. 

By scrutinizing the implicit consumption tax rate, the paper adds to the literature an innovative 

approximation of consumption tax payments for use in general social policy research. This is a 

novel approach which has not been used in the sociological literature to date. Furthermore, the 

study contributes to the growing literature on the revenue side of the welfare state and its 
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empirical implications. Going beyond previous studies, the paper advances our knowledge of 

the living conditions of different household types after subtracting consumption tax payments. 

Thus, this paper helps us to understand the role of indirect taxes in shaping and restructuring 

the unequal life chances of different household types.  
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Table 1: Overview of the three studies 

 Chapter 2 (1st Paper) Chapter 3 (2nd Paper) Chapter 4 (3rd Paper) 
Title Fiscal Impoverishment in 

Rich Democracies 
The Taxation of Families: 
How Gendered 
(De)Familialisation Tax 
Policies Modify 
Horizontal Income 
Inequality 

Taking from the 
Disadvantaged? 
Consumption Tax-
Induced Poverty Across 
Household Types in 
Eleven OECD Countries 

    
Research Question Across rich democracies, 

what fraction of 
households are pushed 
below the poverty line as 
a net result of the income 
tax and transfer system? 
In addition, what 
percentage of households 
in poverty see a net 
reduction in their 
incomes? 

How does income 
taxation modify 
horizontal income 
inequality between 
family types in a cross-
national comparative 
perspective? 

How do consumption 
taxes elevate poverty 
across household types 
and countries? 

    
Dependent Variables fiscal impoverishment inequality between 

family types, 
redistribution 

poverty status 

    
Core Predictors tax share, transfer share (de-)familialization tax 

policies 
consumption tax 
payments 

    
Data LIS data LIS data, national tax 

information 
LIS data, national 
statistical accounts 

    
Method OLS with country-level 

fixed effects 
OLS implicit indirect tax 

approximation, logit 
models 

    
Co-Authors Rourke O’Brien Single-authored Single-authored 
    
Current Status Submitted to: American 

Journal of Sociology 
Published in Journal of 
Social Policy (doi: 
10.1017/S004727942100
0404) 

Accepted in: Social 
Policy and Society 
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Discussion 

In this final section, I will briefly outline the core contributions of the dissertation project as a 

whole, which go beyond the specific contributions of each individual study. I then highlight 

some important limitations and indicate potential pathways for future research. Finally, I 

discuss key policy implications that arise from the main contributions. 

I. Contributions  

Stratification Beyond Pro-Poor Redistribution 

There is no taxation without stratification. This core finding is shared by each of the three 

studies—and each chapter contributes to this central message with a unique perspective. Thus, 

this dissertation clearly indicates the centrality of taxation for social stratification. In other 

words: the redistributive components of tax systems go beyond taking from the rich in order to 

give to the poor. In contrast, the overall tax system in general as well as specific tax policies in 

particular shape the socio-economic positioning of individuals and families in both absolute 

and relative terms. In this sense, the studies at hand demonstrate how taxation reduces and 

increases inequality, diminishes and exacerbates poverty, and limits and enables individual life 

chances. This dissertation thus contributes to our understanding of the tax system as an 

independent actor in social stratification beyond classical perceptions of pro-poor 

redistribution.  

Taxes Hit Different Family Types Differently 

Findings from each paper indicate substantive differences in increased or reduced poverty and 

inequality across family formations. Thus, the stratifying dimension of taxation becomes 

particularly evident when scrutinizing the different tax treatment of different family types. In 

other words: the tax system might well reduce overall inequality while strengthening inequality 

between family types. Similarly, taxation can diminish poverty in general while impoverishing 

some individual families. Therefore, as the studies show, the tax system is not an impartial actor 
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of purely mathematical concern—but a powerful institution that benefits some and punishes 

others. In general, tax systems provide a beneficial treatment for traditional family formations 

in many countries. However, the comparative picture is unclear and rather scattered. For 

instance, while small family and couple households are less likely to be pushed into poverty by 

consumption tax payments, there is substantive cross-country variation in fiscal 

impoverishment due to income and payroll taxes. Such fiscal impoverishment of small families 

is more prevalent in Mediterranean countries compared to Scandinavian welfare states. Thus, 

different taxes hit distinct families differently across countries. 

Mapping Tax Outcomes on Welfare Regime Typologies 

Findings on fiscal impoverishment and inequality through the tax system across welfare states 

do not necessarily align well with established welfare state typologies. This becomes 

particularly evident when looking at differences across family types. Thus, while overall fiscal 

impoverishment somehow maps onto the worlds of welfare, specific outcomes for different 

family types from tax policies do not. This finding is supported by earlier claims that family 

responsibilities encoded in the tax system do not align with welfare regime typologies 

(Sainsbury 1999). Moreover, clusters of tax policy outcomes do not follow an intuitive pattern. 

For instance, Anglo-liberal welfare states are much more effective in avoiding fiscal 

impoverishment than Scandinavian countries. This again is consistent with previous research 

(Prasad and Deng 2010).  

In the following, I briefly outline the main limitations shared by the three studies. 

II. Limitations  

The Tax System Beyond Income and Consumption Taxes 

This dissertation provides novel insights into the relevance of income and payroll taxes, as well 

as consumption taxation. However, many other dimensions of tax systems remain unaddressed. 
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For instance, scrutinizing the capital gains tax across countries might be similarly central for 

our understanding of poverty and inequality resulting from the fiscal system. Moreover, one 

could consider inheritance taxes, wealth taxes, or property taxes—each might be implicated in 

strengthening or reducing inequality in general and wealth inequality in particular. 

Unfortunately, comparative data on these matters are scarce. In general, taxes assessed in this 

dissertation should be the most consequential with regard to poverty because the poor will not 

receive much through inheritance or possess substantial assets in the first place.  

Other Family Types and Same-Sex Couples 

The dissertation at hand is focused on poverty and inequality among nuclear family types 

(single individuals, couples without children, couples with less than three children, couples with 

more than three children, single parents, others). Thus, family formations that do not fit well 

into this schema are analysed in the combined category of “others”. Therefore, we still know 

little about the poverty-enhancing effects of taxes on, for instance, multi-generational 

households. Similarly, same-sex couples are not part of the analyses in any of the three papers. 

However, investigating the different tax treatment of same-sex couples across countries would 

be particularly interesting because many countries exclude them from fiscal welfare benefits.  

Tax Policy Reforms from a Longitudinal Perspective 

The cross-country comparison presented in this dissertation allows for contrasting different tax 

systems and fiscal welfare provisions against each other. However, this cross-sectional 

approach cannot indicate (or quantify) the change in poverty or inequality as a direct result of 

a change in tax policy. Policymakers might be particularly interested with regard to evidence 

from a policy reform. Unfortunately, constraints in the availability of comparative data limit 

the possibilities of such endeavours. Nevertheless, a cross-sectional perspective can also 

provide valuable insights into the significance of tax policy for poverty and inequality. 
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III. Future Research 

These limitations already lead the way for future research. First, future research might also 

investigate specific tax policy reforms from a comparative perspective. To this end, tax-benefit 

microsimulation models, such as EUROMOD, are a fruitful addition to survey data as they 

allow for counterfactual policy simulations across countries. Moreover, the combined analysis 

of different taxes might be a particularly important addition in future research. However, there 

are still important data limitations to overcome. For instance, most surveys have either 

consumption or income information—which makes the combined analysis of taxes on income 

and consumption unfeasible. Furthermore, given the complexity of value-added tax systems, 

consumption tax simulation models are urgently needed. Future research on fiscal 

impoverishment and stratification through the tax system would benefit substantially from 

further improvements in the data. 

Second, family diversification does not stop at single parenthood or cohabiting opposite-sex 

couples. Many other living arrangements are also prominent—such as multi-generational 

households or non-relatives living together. Moreover, same-sex couples remain invisible in 

most tax and stratification research—and in comparative survey data. Thus, institutionalized 

bias incorporated in the tax system remains overlooked—and would provide a substantive 

contribution to our understanding of stratification through the taxation.  

In addition, life course perspectives on tax policy could also provide an intriguing area of 

research. Because individuals will live in different family arrangements at different stages of 

their life course—and will be differently positioned across the income strata—the cross-

sectional perspective on impoverishment and stratification due to tax policy provides only a 

limited picture. How are transitions over the life course moderated by the tax system? How 

does this vary across welfare states? There surely remain limitless open questions. The field of 

sociological tax research is still very much in the making. 
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Finally, this dissertation paths the way for a more comprehensive inclusion of taxation in the 

comparative analysis of social policy, family policy, and welfare state effort. Certainly, there 

have been several noteworthy attempts to include tax policy more directly in the comparative 

welfare state literature. Nevertheless, taxes still play an underrated role in the wider sociological 

debate. Future research ought to include taxes more comprehensively (alongside transfers) and 

could even try to elaborate on theorizing tax policy in the terminologies of the social benefits 

literature. 

IV. Policy Implications 

Findings of this dissertation point towards some clear policy recommendations. First, income 

and payroll tax contributions do impoverish a substantial share of the poor. Thus, one 

straightforward idea would be to eliminate the tax burden on the poor by providing more 

generous tax-exempt amounts. Moreover, this also means that insurance-based contributions 

would have to include an element of minimum entitlement if incomes are below a contribution 

threshold. An easier but similarly effective solution would be to provide refundable tax 

credits—as in most Anglo-liberal welfare states. Second, fiscal welfare for traditional male 

breadwinner families do increase inequality. Thus, eliminating these additional fiscal benefits 

for already advantaged households is not only recommendable from a gender perspective, but 

also with regard to overall inequality and tax equity. Third, countries with high consumption 

tax rates should either reduce their value-added tax rates or provide cash transfers for 

consumption to low-income households.  

As the three studies show, there is clearly no taxation without stratification. 
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Fiscal Impoverishment in Rich Democracies 

With Rourke L. O’Brien (Yale University) 

Abstract 

This article introduces fiscal impoverishment as a novel framework for comparative poverty 

research. We invert standard analyses of welfare state policy and household poverty by focusing 

not on poverty alleviation but poverty creation and exacerbation. Using harmonized household 

survey data, we show how the income and payroll taxes most rich countries rely on to finance 

the public sector serve to push households (further) into poverty. We estimate that across rich 

democracies on average about 1 in 4 households in poverty are made poorer on net after taxes 

and transfers; with fiscal impoverishment levels ranging from less than 10% in some countries 

to more than 70% in others, revealing extreme cross-national variation in how the pocketbooks 

of poor households are impacted by national tax and transfer policy. We show that fiscal 

impoverishment is relatively more common in continental and southern European welfare states 

and relatively less common in Anglo-liberal and Nordic countries but for different reasons. 

Counterfactual simulations show that reducing income tax liability would increase disposable 

income and substantially reduce household poverty in many welfare states. We consider the 

implications of fiscal impoverishment for assessing welfare state performance and for 

comparative poverty research. 
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Introduction 

Welfare state scholars have long emphasized the primacy of policy in explaining cross-national 

variation in poverty-related outcomes and, more recently, of poverty itself (Alper, Huber, and 

Stephens 2020; Brady 2009; Gornick and Smeeding 2018; Moller et al. 2003). Recent work by 

Brady, Finnigan and Hübgen (2017) convincingly demonstrates that cross-national differences 

in household poverty rates are due not to differences in the prevalence of poverty-associated 

risk factors—such as low education, single parenthood, young headship, or unemployment—

but rather variation in the penalties attached to those risks. When analyzed in comparative 

perspective, it is undeniable that most rich democracies have the fiscal capacity to eliminate 

poverty. This is evidenced in study after study detailing how enhanced income transfers—to 

pensioners, the unemployed, the disabled, to households with children—would reduce poverty 

and mitigate its negative effects on individual, household and societal well-being (see, e.g., 

Caminada et al. 2020; Worts, Sacker, and McDonough 2010). In the welfare states literature, 

persistent poverty in rich democracies results from a failure to take policy action.  

Yet poverty is not only the consequence of policy inaction; in every rich democracy, some poor 

families are made poorer still as a net result of the tax and transfer system, that is, as a direct 

result of government policy. Household disposable income is the net of market income, transfer 

income and income taxation (including payroll taxes). Just as transfer income can lift 

households out of poverty, income taxation can push people (further) into it. Yet despite 

substantial research detailing the role of government transfers in reducing rates of household 

poverty and augmenting the incomes of the poor (see Caminada et al. 2020; Gornick and 

Smeeding 2018), we know remarkably little about how income taxes increase household 

poverty rates and reduce the disposable income of poor households.  

This article introduces and empirically motivates fiscal impoverishment as a construct for use 

in comparative welfare state research. Building on prior work detailing the effect of taxation on 
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household poverty in developing countries (Higgins and Lustig 2016) and subnational contexts 

(Jurow Kleiman 2021; Newman and O’Brien 2011) our aim is to reveal how the income taxes 

most rich countries rely on to finance the public sector in many instances also serve to create 

and exacerbate household income poverty. Using harmonized household survey data from the 

Luxembourg Income Study (LIS), we examine two primary research questions: First, across 

rich democracies, what percentage of households in poverty saw their income reduced as a net 

result of national income tax and transfer policy? And second, on average by how much is their 

household income reduced? Our aim is to reveal both the ‘level’ and ‘intensity’ of fiscal 

impoverishment across welfare states.  

In each of the 24 countries in our sample, we find a substantial number of poor households paid 

more in income taxes to the government than they received in the form of income transfers. On 

average across countries we find about 1 in 4 poor households saw their household income 

reduced as a net result of national tax and transfer policy. Yet we also find tremendous variation 

across welfare states, with fiscal impoverishment levels ranging from less than 10% of all poor 

households in Finland to more than 70% in Italy. For these fiscally impoverished households 

the net loss to income is often substantial, with average intensity ranging from around 5% of 

the national poverty line (in the U.S. about $1,000) to almost 15% in Greece and Switzerland, 

underscoring stark cross-national variation in how income tax and transfer systems impact the 

pocketbooks of poor households.  

Overall, we find fiscal impoverishment is relatively less common in the English-speaking 

Anglo-liberal countries, where poor families tend to have low or no income tax liabilities, as 

well as in the Nordic countries, where relatively high income tax burdens are offset by relatively 

generous income transfers. At the same time, we find fiscal impoverishment is more common 

in southern Europe, due to relatively low transfer payments, and in continental countries of 

Germany and Switzerland, where income tax burdens on poor households typically exceed 
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income transfer levels. We also find substantial variation as a function of household 

composition: in the southern European countries of Italy, Greece and Spain it tends to be 

households with children who are fiscally impoverished whereas in the Nordic countries it is 

households without. 

We then explore the policy determinants of fiscal impoverishment. We first construct a measure 

of the aggregate effect of each national tax and transfer system on the likelihood of fiscal 

impoverishment relative to the other countries in the sample. We then examine the policy 

drivers of cross-national variation in fiscal impoverishment using two summary metrics: the 

median tax rate and the median transfer income share for households with below median 

income, those at threat of fiscal impoverishment. Notably, we find fiscal impoverishment is 

jointly determined by tax and transfer policy, with transfer share strongly correlated with 

impoverishment level and tax rates with impoverishment intensity across countries.  

To illustrate the added value of the fiscal impoverishment perspective, we go on to estimate 

effective income tax rates and income transfer shares by income level and household type for 

each country. We then use these estimates to simulate a series of counterfactual scenarios. 

Consistent with prior work (Mahler and Jesuit 2006), we find household poverty rates in most 

countries would be lower in the presence of Nordic-average income transfers and higher in the 

presence of Anglo-liberal average income transfers. Yet we also show household poverty would 

typically be lower—and the disposable income of impoverished families would typically be 

higher—if countries adopted Anglo-liberal income tax policy whereas adopting Nordic income 

tax policy would in most instances reduce disposable income and push more families into 

poverty. Finally, we show that eliminating income taxes on poor households would reduce 

national household poverty rates by up to 10 percentage points, with the largest absolute 

declines in poverty occurring in Switzerland, Denmark and Greece and the largest relative 

declines occurring in Germany, Greece, Norway and Switzerland.  
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Our study makes several contributions to the literature on poverty and welfare states. First, we 

invert the standard approach to analyzing welfare state policy and household poverty by 

focusing not on poverty alleviation but poverty creation. In quantifying the fraction of 

households in each country who are made poor as a net result of taxes and transfers we provide 

a novel metric for scrutinizing how policy differences shape cross-national variation in 

household poverty rates. Second, we move beyond the literature’s preoccupation with who’s 

poor and who’s not to detail the number of impoverished households in each country who saw 

their incomes reduced as a net result of national income tax and transfer policy; measuring how 

policies shape the disposable income of the poor, we argue, is just as important as counting how 

many families fall above and below the poverty line. 

Beyond novel metrics, fiscal impoverishment offers a new theoretical lens for evaluating 

welfare state performance in the twenty-first century. As we argue below, whether a low-

income family finds their household income is increased or decreased as a net result of national 

income tax and transfer policy is a threshold that is both materially and politically salient. 

Measuring fiscal impoverishment in a comparative perspective may therefore yield new 

insights into the policy drivers of cross-national variation in preferences for redistribution and 

attitudes towards the welfare state. Ultimately, our framework reveals that many welfare states 

simply take more income from poor families through direct income taxation than they provide 

in income transfers, underscoring the anti-poverty potential of adopting either more progressive 

income tax schemas that exempt the poor from income taxation or enhanced transfers to offset 

tax liabilities.  

In the following section we situate fiscal impoverishment within the broader literature on 

poverty and welfare states. We then draw on theory from across the social sciences to motivate 

the material and political salience of fiscal impoverishment. We go on to describe the policy 

determinants of fiscal impoverishment and summary metrics of national tax and transfer 
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systems we use to explore cross-national variation. We then turn to describe our data and 

analytic approach and empirical findings and conclude by discussing implications for policy 

and welfare state research.  

 

Fiscal Impoverishment and Welfare States  

Welfare state scholarship has long examined the policy and institutional determinants of cross-

national variation in poverty and inequality. Starting with Esping-Andersen’s “Three Worlds 

of Welfare Capitalism” (1990), a vast literature emerged classifying welfare state regimes based 

on the level of public sector investment in education, healthcare and retirement security and the 

generosity of programs targeted to vulnerable populations such as the disabled or unemployed. 

Taxation was discussed incidentally, typically in reference to the scale of dollars needed to fund 

social investments not how they impact on household balance sheets (Kato 2003; Prasad and 

Deng 2010; Steinmo 1993; Wilensky 1976, 2002). 

In this early comparative literature, the U.S. stood out for having markedly lower levels of 

social spending. This was shown to be illusory, as new work detailed how substantial welfare 

state spending in the U.S. is ‘hidden’ (Howard 1999) or ‘submerged’ (Mettler 2011) in the form 

of tax expenditures, policies that reduce tax burdens as an incentive and/or subsidy for 

individuals to provide for their own higher education or retirement security or health insurance 

coverage. Tax policy came to be understood as a key site of welfare state policymaking. 

Incorporating tax expenditures into estimates of total welfare state spending revealed the U.S. 

is not a laggard relative to other countries in terms of total dollars spent (see, e.g., Garfinkel, 

Rainwater, and Smeeding 2010), although those moneys are spent less efficiently and with less 

redistributive effect. To the extent that tax expenditures impacted household bottom lines, 

studies found benefits largely accrued to middle- and upper-income households (Avram 2018). 



Chapter 2 Fiscal Impoverishment in Rich Democracies 
 

40 
 

Parallel advancements in the harmonization of cross-national household survey data made 

possible through the Luxembourg Income Study (LIS) facilitated a new type of comparative 

welfare state research. This ever-evolving literature details the effects of ‘tax and transfer’ 

programs on aggregate inequality and household poverty across countries and demographic 

subgroups. A key advance is the focus on household disposable income, also known as ‘post-

tax and transfer’ income. The difference in poverty and inequality levels calculated using pre- 

versus post-fisc income has become a key metric for assessing the impact of tax and transfer 

policy (Caminada et al. 2020; Gornick and Smeeding 2018; Kenworthy 1999; Mahler and Jesuit 

2006; OECD 2008). And has facilitated a bevy of comparative research on the social, structural 

and policy determinants of cross-national variation in the intensity and nature of redistribution 

(Alper et al. 2020; Brady et al. 2017; Diris, Vandenbroucke, and Verbist 2017; McCabe and 

Berman 2016; Moller et al. 2003; Smeeding 2006), including a productive line of inquiry 

examining the relative efficacy of ‘targeted’ versus ‘universal’ policies in reducing poverty and 

mitigating market income inequality (Brady and Bostic 2015; Brady and Burroway 2012; Korpi 

and Palme 1998).  

This focus on the ‘net effect’ of taxes and transfers seeks to better approximate household 

disposable income and, with it, a household’s relative economic position and level of precarity 

or privilege.1 Yet despite perennial studies detailing the extent to which national transfer 

programs (do or do not) lift households out of poverty (e.g., OECD 2008), there has been no 

systematic evaluation of how national tax and transfer systems in wealthy democracies push 

households (further) into poverty.  

There is work examining how taxation impacts household poverty in low-income, developing 

countries (Cabrera, Lustig, and Morán 2015; Higgins and Lustig 2016; Lustig 2017). 

Examining the role of direct and indirect taxes, Lustig, for example, finds that taxation increases 

the extreme poverty headcount in more than a third of the low-income countries studied (Lustig 
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2017). She further finds that in most developing countries more than thirty percent of poor 

households are fiscally impoverished, i.e., on net see their incomes reduced after taxes and 

transfers. Notably, the poor are made poorer in these countries even though the tax and transfer 

systems are overall progressive and serve to reduce inequality. 

There is also work examining fiscal impoverishment by subnational governments, particularly 

in the United States. This includes work by Newman & O’Brien (2011) who estimated total 

state income and sales tax liability for a representative household comprising three persons with 

income equal to the Federal poverty line. They find substantial heterogeneity in how state tax 

systems impact poor households: in some states, already poor families are taxed substantially 

further into poverty due primarily to high sales taxes (including on essentials such as food) 

whereas in other states poor families are lifted above the poverty line thanks to state refundable 

tax credits. More recent work by Jurow Kleiman (2021) extends this analysis to simulate the 

net effect of income and payroll taxes at the federal level as well as sales, income, and property 

taxes on the local level on the financial well-being of different household types above and below 

the poverty line. These analyses reveal how tax policy impacts the financial well-being of poor 

households with consequences for social outcomes (Newman and O’Brien 2011); yet within-

country variation in taxing the poor is dwarfed in scope by cross-national variation. 

The aim of this article is to extend this framework to examine how national income tax and 

transfer systems create and exacerbate household poverty. We focus on income taxes and 

transfers because these policies directly shape disposable household income, which, we argue 

below, is materially and politically salient to poor households. Moreover, income taxes can be 

readily compared across countries and household types, whereas, e.g., the design of 

consumption taxes varies substantially both within and between countries and ultimate 

incidence is determined by household behavior.2  
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To be sure, income taxes and transfers are only one aspect of welfare state policy. The taxes 

households pay are used to finance essential public goods and services from healthcare and 

education to child and dependent care to pensions, unemployment assistance and public 

infrastructure. Poor households would likely fare better in a regime that pairs a modest income 

tax liability with generous public goods and social investments than in a regime with no income 

tax liability and an anemic public sector. Just as some argue the poor are better off in countries 

that have high, often regressive, consumption taxes but high levels of social spending; indeed 

reliance on regressive, indirect taxation is often viewed as essential to financing a robust welfare 

state (Prasad and Deng 2010).  

Yet every rich country has the fiscal capacity to ensure low-income households do not find 

themselves to be net losers after income tax and transfer policy. The sheer wealth of advanced 

welfare states permits us to separate the question of how best to finance a generous public 

sector—the right mix of direct and indirect taxes, the appropriate distribution of tax incidence—

from how best to improve the material condition of poor households.  

In the section below we argue that fiscal impoverishment is a material and politically salient 

threshold for households; even at the same level of disposable income, it matters if households 

in one context are poor as a result of inadequate market and transfer income whereas households 

in another context are pushed into poverty as a result of income taxes. But even if it did not 

matter—even in a world where individuals were entirely blind to the mix of market income, 

transfer income and taxation that determined their disposable income—it remains instructive 

for policymakers to know how many poor households would not be so in the absence of income 

taxation. If the goal of social policy is to reduce poverty, doing so may require changes to tax 

policy and the distribution of tax burden. 
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Material and Political Salience of Fiscal Impoverishment  

It is conceptually inaccurate to attribute the difference between pre-tax and post-tax poverty 

and inequality levels to the “effect” of taxation (Martin and Prasad 2014). Taxation is a 

powerful policy tool with myriad direct and indirect—potential and realized—effects on the 

behavior of individuals and firms and governments that in turn shapes the (pre-) distribution of 

market income and the financing, availability and generosity of government transfers and social 

programs. This distinction is important for our theoretical and empirical understanding of the 

workings of the welfare state. Yet it is not how individual citizens understand or experience 

taxation.  

We argue that fiscal impoverishment is materially salient for households. And, by extension, 

politically salient for how they evaluate public policy and the welfare state (Gamage and 

Shanske 2011). In short, we argue it matters to economic behavior and political preferences 

whether and to what extent a household is impoverished as a net result of the tax and transfer 

system.  

Here we take inspiration from legal scholars Murphy and Nagel (2002) who argue that lay 

assessment of what's fair and what's not in the realm of taxation is distorted by a form of ‘rights-

based libertarianism’ that ‘infects much everyday thinking about tax policy’ (Murphy and Nagel 

2002:31). A key heuristic people use in calculating their own tax burden is to take ‘pre-tax’ 

income as the baseline and compare that to their net or ‘post-tax’ income. What one’s income 

would be in the absence of income taxation becomes the benchmark for evaluating tax policy. 

This reasoning proceeds by positing a world without taxation and consequently without 

government; a world that cannot, in fact, exist as government is essential to the enforcement of 

property rights and the functioning of the free market required to earn income in the first 

instance (Gamage and Shanske 2011; Graetz 1995; Holmes and Sunstein 2000). Nevertheless, 

individuals are acutely aware of their pre-tax income and assign to it a particular moral value; 
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these are dollars they are “fundamentally entitled” to, motivating the political belief that “what 

happens to that money is morally speaking entirely a matter of our say-so” (Murphy and Nagel 

2002:34–35; emphasis in original). The ubiquity of this framework for understanding and 

evaluating taxation is evidenced in the political messaging of tax cuts as an effort to “give us 

back ‘our money’” (2002:35).  

The logical prioritizing of ‘pre-tax’ income is reinforced in everyday life. Job advertisements 

list gross salary or wage levels and this is the number individuals respond with when asked to 

report their income. But wages and salaries aren’t the only dollars households ‘count’ in their 

pre-tax income; households are also acutely aware of income transfer levels, e.g., the amount 

of monthly child allowance benefit payments. This, too, is factored into household calculations 

of “pre-tax” income. Even transfers delivered via the tax code, such as the refundable Earned 

Income Tax Credit in the U.S., come to be understood and relied upon as a key component of 

household income even if the lump sum annual transfer leads households to imbue it with 

special meaning and designate for special purposes (Sykes et al. 2015).  

For households, market and transfer income are viewed as dollars ‘coming in’ that establish a 

pre-tax baseline whereas income taxes are viewed as dollars ‘going out’ that establishes the 

disposable income available to make ends meet. A basic insight of behavioral economics is that 

people are attuned to ‘losses’ and ‘gains’ and, moreover, that the pain felt from loss outweighs 

the benefit felt from an equivalent gain (Kahneman and Tversky 1979). Here it does not matter 

whether a given policy is technically a ‘tax’ or a ‘transfer’ but instead whether the policy ‘adds 

to’ or ‘takes from’ income—refundable credits are technically a tax policy but are viewed as a 

transfer if and when it ‘adds to’ their market income.  

Of course, income taxes are not the only taxes people pay. Yet consumption taxes do not factor 

into household heuristics used to calculate disposable income. Nor do other forms of indirect 
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taxation, e.g., corporate net profits tax paid via higher prices or property taxes paid via higher 

rent or myriad user fees. Indirect taxes are ‘hidden taxes’ that affect the cost of goods and 

services which households purchase using their disposable income3; disposable income is the 

binding budget constraint from which other taxes must be paid. For households, then, the 

contribution of government tax and transfer policy to disposable income is materially and 

politically salient.  

 

Policy Determinants of Fiscal Impoverishment 

In their seminal work on the “paradox of redistribution” Korpi and Palme (1998) demonstrated 

that regimes where income transfers are targeted primarily to low-income households reduced 

poverty less than regimes with more universal transfer schemas. In the nearly twenty-five years 

since publication, their distinction between targeted vs. universal transfer programs has proven 

analytically useful for evaluating welfare state performance (Brady and Bostic 2015; Jacques 

and Noël 2018). More recently, this framework has been extended to consider how transfer 

programs can be targeted vs. universal with respect to household type, e.g., with and without 

children. For example, Brady and Burroway (2012) find regimes that target transfer benefits to 

single-parent households reduce child poverty less than regimes with transfer programs that are 

more universal, or agnostic to household composition. 

Like transfers, income tax policies can also be more or less targeted to different income levels 

and different household types. Some tax policies like the personal exemption are universal with 

respect to income and household type. Other policies like the home mortgage interest deduction 

vary with respect to income—i.e., financial value is greater at higher income levels—but are 

universal across household types. Still other policies, such as the EITC or CTC, vary with 

respect to both income levels and household types. Therefore, capturing the full impact of tax 
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and transfer systems on household poverty requires attending to the impact of both taxation and 

transfers on household finances.  

Yet the distinction between ‘tax’ and ‘transfer’ policy is not always clear. A program that 

provides direct cash transfers in one country may take the form of a refundable tax credit in 

another; for example, child benefits may be implemented via direct cash transfers or via tax 

credits. We therefore start by constructing a summary measure of national tax and transfer 

systems that is agnostic to policy detail and instead captures the overall effect of each country’s 

tax and transfer system on the threat of household poverty. This measure is constructed relative 

to other countries in the sample and can be used to evaluate which welfare state regimes 

generate more or less fiscal impoverishment.  

We can then use this measure to explore whether cross-national variation in fiscal 

impoverishment is primarily the result of differences in transfer levels, tax burdens, or a 

combination of the two. Here we build on prior work (e.g., Brady and Bostic 2015; Brady and 

Burroway 2012), to develop two summary policy metrics of national tax and transfer systems.  

Our measure of tax burden is simply the median tax rate on market income across households 

with below median income, those at threat of fiscal impoverishment. The median tax rate 

captures the combined effects of payroll taxes, the income tax rate schedule, and any personal 

exemptions. Restricting to households with below median income ensures our measure is not 

confounded by cross-national differences in the tax treatment of higher income households via 

progressive marginal tax rates.  

Progressivity is, to be sure, an important measure for evaluating the fairness of tax policies and 

their role in shaping (post-fisc) inequality; and is the substantive focus of most welfare state 

research on taxation (see, e.g., Guillaud, Olckers, and Zemmour 2020). A well-established 

finding in the social policy research literature is that countries with high public social 
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expenditures pay for this with high tax rates up and down the income distribution rather than 

by soaking the rich and not taxing the poor (Prasad and Deng 2010). Therefore, less progressive 

tax systems are associated with more generous welfare benefits (Kato 2003). However, this 

literature does not address if poor households pay more in taxes than what they receive in 

transfers. Fiscal impoverishment is distinct from measures of tax progressivity: a system that 

saddles poor households with a high tax burden can still be progressive if it levies still higher 

taxes on the rich. Both regressive and progressive tax systems can have high (or low) levels of 

fiscal impoverishment; it depends on how taxes and transfer impact the poor, irrespective of 

how it impacts the rich. 

Our measure of transfer levels is the median transfer income share expressed as a fraction of 

household market income, again among households with below median income. Here we build 

on the measure of transfer share developed by Brady and Bostic (2015), but importantly deviate 

by only considering transfers made to households in the bottom half of the income distribution. 

Measuring transfer income share across the distribution is essential for studies of inequality and 

the aggregate effect of redistributive policy; yet considering transfers across the income 

distribution may obscure important cross-national variation in transfer share to low-income 

families, those at threat of fiscal impoverishment.  

As detailed below, we exclude households with unemployment or pension income when 

constructing these summary metrics so that our measures are not confounded by 

contemporaneous variation in unemployment or pensioner rates. However, we only exclude 

these households when constructing these policy metrics; all households are included in 

estimates of fiscal impoverishment levels and intensity below, regardless of pension or 

unemployment status.  
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We use these measures to examine the policy drivers of cross-national variation in fiscal 

impoverishment. We hypothesize that the level of taxation and the share of transfer income will 

be jointly implicated in each set of analyses. In other words, we think variation in both tax 

burden and transfer level will be important to understanding cross-national variation in levels 

of fiscal impoverishment.  

Data and Analytic approach  

To examine fiscal impoverishment in comparative perspective, we draw on household 

microdata from the Luxembourg Income Study (LIS). LIS is a collection of representative 

household surveys that is harmonized to facilitate comparisons across countries. Following 

previous research, we select from the LIS all rich democracies (Brady and Burroway 2012) 

with complete information on taxes, transfers and household demographics yielding 

information on 24 OECD countries.4 For each country we use the most recent year of data 

available. All monetary information is top and bottom coded and equivalised to household size 

using the square root of household members as well as ppp-adjusted to 2017 USD.5 We restrict 

our sample to all households without members older than 65 in order to avoid confounding by 

the share of pensioners and the generosity of pension schemes in a given country or a given 

point in time.6  

 

1. Measuring Fiscal Impoverishment: Levels and Intensity 

We aim to measure two aspects of fiscal impoverishment: level and intensity. Fiscal 

impoverishment level captures the share of the population with higher market than disposable 

income but disposable income below the poverty line—in other words, the percentage of 

individuals who are made poor or poorer as a result of income taxation. To calculate this, we 

construct country-specific poverty thresholds set equal to 60 percent of median disposable 

income. We then assign an indicator of fiscal impoverishment for all households that have 
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market income above the poverty line but disposable, i.e., after-tax and transfer, income below 

the poverty line. We additionally assign this indicator for all households that have market 

income below the poverty line and an even lower disposable income.  

Formally, fiscal impoverishment indicator equals one whenever 𝑦𝑦𝑖𝑖0 < 𝑦𝑦𝑖𝑖1 𝑎𝑎𝑎𝑎𝑎𝑎 𝑦𝑦𝑖𝑖0 < 𝑧𝑧, where 

𝑦𝑦𝑖𝑖1 indicates income of household 𝑖𝑖 before taxes and transfers, 𝑦𝑦𝑖𝑖0 represents disposable income 

after taxes and transfers and 𝑧𝑧 is the poverty line (Higgins and Lustig 2016).  

We also measure the intensity of fiscal impoverishment, i.e., the degree to which poor 

households are made worse off as a net result of the tax and transfer system. We first estimate 

the average income reduction among all impoverished households. For households that are in 

poverty both before and after taxes and transfers, this equals the absolute difference between 

market income and disposable income (𝑦𝑦𝑖𝑖1 − 𝑦𝑦𝑖𝑖0). For households that are non-poor before 

taxes and transfers but poor afterwards, this equals the absolute difference between the poverty 

line and disposable income (𝑧𝑧 − 𝑦𝑦𝑖𝑖0). To facilitate comparisons across countries, we translate 

these dollars into a fraction of the national poverty line. Fiscal impoverishment intensity 

therefore captures the degree to which the tax and transfer system pushes households below the 

poverty line (Higgins and Lustig 2016).  

 

2. Examining Policy Determinants 

In order to examine the policy determinants of cross-national variation in fiscal 

impoverishment, we first need to construct a summary measure of the relative extent to which 

a country’s tax and transfer system yields fiscal impoverishment. We do so by estimating a 

linear model by OLS where we predict household fiscal impoverishment as a function of 

household sociodemographic and economic characteristics and country-level fixed effects.  

Our baseline equation is as follows: 
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𝑓𝑓𝑖𝑖𝑠𝑠𝑠𝑠𝑎𝑎𝑠𝑠 𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑖𝑠𝑠ℎ𝑖𝑖𝑖𝑖𝑎𝑎𝑚𝑚𝑖𝑖𝑖𝑖 = ß0 + ß1ℎ𝑖𝑖𝑜𝑜𝑠𝑠𝑖𝑖ℎ𝑖𝑖𝑠𝑠𝑎𝑎 𝑠𝑠ℎ𝑎𝑎𝑖𝑖𝑎𝑎𝑠𝑠𝑚𝑚𝑖𝑖𝑖𝑖𝑖𝑖𝑠𝑠𝑚𝑚𝑖𝑖𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖 + 𝑜𝑜𝑖𝑖𝐹𝐹𝐹𝐹 + ɛ𝑖𝑖𝑖𝑖 

 

where ℎ𝑖𝑖𝑜𝑜𝑠𝑠𝑖𝑖ℎ𝑖𝑖𝑠𝑠𝑎𝑎 𝑠𝑠ℎ𝑎𝑎𝑖𝑖𝑎𝑎𝑠𝑠𝑚𝑚𝑖𝑖𝑖𝑖𝑖𝑖𝑠𝑠𝑚𝑚𝑖𝑖𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖 refer to attributes of household 𝑖𝑖 in country 𝑗𝑗 and 𝑜𝑜𝑖𝑖𝐹𝐹𝐹𝐹 

indicates the fixed effect for country 𝑗𝑗. Fiscal impoverishment refers to either our level or 

intensity measure. At the household level, we include measures of household composition 

(couple, small family (up to two children), large family (3+ children), single parent, single, or 

other), an indicator if anyone in the household is unemployed, an indicator if there are multiple 

earners in the household, and gross household income (logged). Standard errors are clustered 

at the country level.7  

We then recover the estimated coefficient on each country fixed effect relative to the grand 

mean of all countries; net of household covariates, this coefficient provides a useful summary 

metric of the relative extent to which that country’s tax and transfer system increases fiscal 

impoverishment levels. This captures the overall effect of national tax and transfer systems on 

fiscal impoverishment. We then use our measures of the median tax rate and median transfer 

share on households with below median income to explore the relative role of tax vs. transfer 

policy in explaining cross-national variation in fiscal impoverishment.  

 

3. Counterfactual simulations 

We then simulate counterfactual scenarios to assess whether tax and transfer systems from 

Anglo-liberal or Nordic welfare states yield less poverty and fiscal impoverishment. To 

investigate the effectiveness of taxes and transfers we first calculate average effective tax rates 

and transfer shares for each household type and every income bracket expressed as a fraction 

of the national poverty line in each country.8 Here, we restrict our sample to households without 

unemployment or pension income to arrive at a synthetical measure of taxes and transfers by 
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household type across the income distribution. Thus, this measure will not be confounded by 

the share of retirees or unemployment in a given country. We then calculate each household’s 

tax burden (and transfer benefit) by multiplying the average effective tax rate (and transfer 

share) of the corresponding household type in the relevant income bracket with the household’s 

market income. After deducting and adding the resulting, simulated taxes and transfers we 

estimate poverty at 60% of equivalised median disposable household income. 

We then investigate how countries would fare if they had taxes and transfers similar to Anglo-

liberal or Nordic welfare states. To this end, we replace average tax rates and transfer shares in 

every income bracket and for each household type with the simulated average among the Anglo-

liberal countries (Australia, Canada, Ireland, the United Kingdom, and the United States) and 

the Nordic countries (Denmark, Finland, Norway, Sweden). Finally, we estimate the resulting 

counterfactual poverty rates and impoverishment levels for every country.  

 

Results 

We present our findings in three sections. Section 1 details cross-national variation in fiscal 

impoverishment. We first examine the level of fiscal impoverishment in each country, i.e., the 

percentage of households with market income above the poverty line who are made poor as a 

result of income taxation or households with market income below the poverty line who are 

made poorer as a result of income taxation. We go on to show how rates of fiscal 

impoverishment vary for different household types. We then examine cross-national variation 

in the intensity of fiscal impoverishment, that is, how much impoverished households on net 

pay more in income taxation than what they receive in transfers as a percentage of the poverty 

line. In Section 2 we estimate a linear regression model by OLS with country-specific fixed 

effects to create a summary measure of the extent to which a country’s tax and transfer system 
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increases the risk of fiscal impoverishment relative to all countries in the sample. We then use 

this summary metric to explore how two specific features of national fiscal policy—the median 

tax rate and the median transfer income share—help explain cross-national variation in fiscal 

impoverishment. Finally, in Section 3 we conduct counterfactual simulations to investigate how 

poor households in each country would fare in the presence of Anglo-liberal or Nordic average 

income transfers and income taxes and estimate the effect of eliminating income taxes on the 

poor on rates of household poverty.  

 

Section 1: Levels and Intensity of Fiscal Impoverishment in Rich Democracies 

A. Overall Levels of Fiscal Impoverishment 

 

Figure 1: Poverty and levels of fiscal impoverishment 
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Figure 1 decomposes the effect of tax and transfer systems on household poverty in each 

country.9 The light green bars on the negative scale depict the percentage of households in each 

country with market incomes below but disposable income above the poverty line—these 

households are lifted out of poverty as a net result of taxes and transfers. In most countries the 

poverty rate would be around five percent higher in the absence of direct household transfers; 

in the Anglo-liberal countries of UK and Ireland that number balloons to more than ten percent, 

underscoring the critical role government transfers play in reducing poverty in those countries. 

The positive scale depicts the percentage of households with disposable, i.e., post-tax and 

transfer or ‘post-fisc’, income below the national poverty line. The height of the bars 

corresponds to the ‘official’ poverty rate in each country, capturing the fraction of households 

with equivalized disposable incomes less than 60% of the national median income. Consistent 

with previous research (e.g., Gornick and Nell 2018), poverty rates are generally lower in 

northern European countries and higher in southern European and English-speaking countries. 

The color segments decompose these poor households into three groups. The dark green 

segment at the base of each bar reveals the percentage of poor households with a disposable or 

post-fisc income that is equal or greater than their market income. These households on net 

benefit from or are unaffected by the tax and transfer system, although their disposable income 

remains below the poverty line.  

The dark grey segment reveals the fraction of households with market income already below 

the poverty line who are pushed further into poverty as a result of income taxation; these already 

poor households are made worse off as a net result of the tax and transfer system. Finally, the 

light grey segment captures the fraction of households with market income above the poverty 

line who are nevertheless pushed into poverty as a net result of the tax and transfer system. The 

dark and light grey bars represent households that are fiscally impoverished. 
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There are several patterns to note. First, although the Anglo-liberal countries (Ireland, Canada, 

Australia, UK and US) have relatively high overall poverty rates, the fraction of households 

who are fiscally impoverished is relatively low. This is driven in part by the use of generous, 

often refundable, tax credits as anti-poverty policy in these countries. This stands in stark 

contrast to the situation in Switzerland, where over a third of households officially in poverty 

are only poor as a result of income taxation; Switzerland could instantly cut its poverty rate by 

almost 40 percent by zeroing out the income tax burden on poor households. In the southern 

European nations of Italy and Greece—which post relatively high overall poverty rates—the 

majority of poor households are made poorer as a net result of the tax and transfer system. Poor 

households in these countries calculating their disposable income after wages, transfers and 

income taxes find that the government policy reduces their disposable income on net.  

B. Fiscal Impoverishment by Household Type 

As detailed above, fiscal policies are often targeted to different household types. For example, 

the difference between the effective tax rate paid by couples versus single persons at the same 

income level of household income varies markedly across countries. Moreover, households 

with children are often entitled to child benefits that should, on net, substantially reduce their 

likelihood of being impoverished by the tax and transfer system. To begin examining this, we 

take the fraction of fiscally impoverished households in each country—the dark and light grey 

segments in Figure 1 above—and decompose them into one of 6 household types: single person, 

couple, small family (less than 3 children), large family (3+ children), single parent, or other. 

Results are presented in Figure 2.10 
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Figure 2: Levels of fiscal impoverishment by household type 

 

First, we see there is substantial cross-national heterogeneity in the composition of fiscally 

impoverished households. Second, in most countries, the majority of fiscally impoverished 

households are those without children; as predicted, the presence of children qualifies 

households for transfer benefits (or tax credits) that reduce their likelihood of fiscal 

impoverishment. Single householders in particular account for most of those fiscally 

impoverished in the Nordic countries, particularly Norway and Estonia. Yet the presence of 

children is not always a buffer against fiscal impoverishment; indeed, in the southern European 

countries of Italy, Spain and Greece the majority of fiscally impoverished households contain 

children. In supplementary analyses, we formally examine how the presence of children in the 

household impacts fiscal impoverishment across welfare states by estimating a regression 
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model that includes household level covariates and an interaction between the presence of 

children and the country level fixed effect. Results presented in Appendix Figure A3 reveal the 

descriptive patterns above are indeed the result of variation in tax and transfer policy and not 

due to differences in sociodemographic composition.  

C. Intensity of Fiscal Impoverishment in Wealthy Democracies 

Above we examined cross-national variation in levels of fiscal impoverishment both overall 

and as a function of household type. Of course, variation in the level of fiscal impoverishment 

only captures movement above and below the poverty line, a discrete threshold. Depending on 

the shape of the income distribution, substantively small differences in household income can 

generate large observable differences in overall household poverty rates. If so, fiscal 

impoverishment may not be economically meaningfully or politically salient. To examine this, 

Figure 3 plots the mean intensity of fiscal impoverishment—that is, the degree to which poor 

households are taxed further into poverty—in each country measured as a fraction of the 

poverty line. The bars capture the mean intensity across all households whereas the diamond 

and circle indicators show intensity for households with and without children, respectively.  

First, note the substantial variation in the intensity of fiscal impoverishment across the countries 

in our sample, from just a few percent of the poverty line in Ireland to more than ten percent in 

Greece and Switzerland. Between these extremes, in a majority of countries the tax and transfer 

system on net reduces the income of poor households by more than 5%, a non-trivial sum (equal 

to around $1,000 in the U.S.). Also note that cross-national variation in the intensity of fiscal 

impoverishment does not perfectly track with variation in levels; although the fraction of 

households who are fiscally impoverished is relatively low in the Scandinavian welfare states 

such as Sweden and Denmark (figure 1), the intensity of fiscal impoverishment among those 

who are made worse off is relatively high.  
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Finally, there is also variation in fiscal impoverishment intensity as a function of household 

composition, specifically the presence of children. In some countries such as Norway and Israel, 

conditional on being in poverty, the intensity of impoverishment does not vary across household 

types. By contrast, in many central European countries the intensity of fiscal impoverishment 

is lower for households with children relative to those without; a pattern that is reversed in 

countries such as Austria and Australia. 

Taken together, the results in Section 1 reveal substantial variation in both the levels and 

intensity of fiscal impoverishment across wealthy democracies. And moreover, both within and 

between countries, fiscal impoverishment among households varies markedly depending on the 

presence of children in the household.  

 

Figure 3: Mean fiscal impoverishment intensity 
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Section 2: Policy Determinants of Fiscal Impoverishment 

A. Summary Measures of Fiscal Impoverishment 

What features of national tax and benefit systems account for this observed variation in levels 

of fiscal impoverishment across countries? Given the often ambiguous distinction between tax 

and transfer policies, we begin by constructing a summary relative metric of the overall effect 

of each country’s tax and transfer system on fiscal impoverishment. We do so by estimating a 

linear model by OLS predicting household fiscal impoverishment (binary outcome) as a 

function of household sociodemographic characteristics and country-fixed effects. We then 

recover the estimated coefficient on each country-fixed effect set relative to the grand mean of 

all countries in the sample. This provides a holistic, relative measure of the degree to which 

each country’s tax and transfer system yields fiscal impoverishment, net of household 

characteristics. We then repeat this process for fiscal intensity (a continuous outcome). 

Figure 4, Panel A plots these country-level effects, from lowest (least fiscal impoverishment) 

to highest (most fiscal impoverishment). The ordering of countries matches what we would 

expect given the descriptive information in Figure 1: the tax and transfer systems of Switzerland 

and the southern European nations yield relatively more fiscal impoverishment and the Anglo-

liberal countries of Ireland, UK and Canada, yield relatively less. Panel B on the right depicts 

the corresponding country-level effect on fiscal impoverishment intensity, with coefficients 

again presented as deviations from the grand mean. The welfare system in all Anglo-liberal 

countries yields below average intensities of fiscal impoverishment, while Greece and 

Switzerland are well above the mean, also consistent with the descriptive information detailed 

above.  
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Figure 4: Country Level Effect on Fiscal Impoverishment Levels (Panel A) and Intensity 

(Panel B) 

 

We can use these country-specific fixed effects as a summary measure of the overall effect of 

national tax and transfer systems on fiscal impoverishment. Indeed this measure tracks well 

with measures of overall poverty and inequality: in appendix Figure A4 we show there is a 

positive relationship between this measure of fiscal impoverishment and the official national 

poverty rate; fiscal impoverishment is also positively related to disposable income inequality 

(Figure A5). What accounts for this cross-national variation in fiscal impoverishment?  

B. Policy Determinants 

Figure 5 shows the median tax rate and median transfer share among households with below 

median income, expressed as a fraction of market income.11 As a reminder, households with 

unemployment or pension income are excluded from this synthetic measure.  
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Across countries, we see tax rates generally exceed transfer levels expressed as a share of 

market income. Notably, in Spain and Italy the median transfer share is actually zero in the 

lower half of the income distribution; these countries provide hardly any positive income 

transfers to low-income households beyond unemployment assistance and pension 

entitlements. In line with previous research, Anglo-liberal countries have relatively low income 

taxes while Nordic and Continental welfare states have relatively high income tax levels.  

By comparing tax rates and transfer shares we see how these disparate components of welfare 

state policy aggregate to produce the cross-national patterns of fiscal impoverishment detailed 

above. For instance, Canada, Ireland and the United Kingdom combine low taxes on low-

income households with high transfers which explains the remarkably low levels and intensities 

of fiscal impoverishment in those countries. 
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Figure 5: Median share of taxes and transfers in the lower half of the income distribution 

Note: Sample excludes pensioners or unemployment benefits recipients. 

 

To investigate which features of tax and transfer systems are implicated in the production of 

fiscal impoverishment, we plot the estimated coefficients for each country against our measures 

of median tax rate and median transfer income share for households with income below the 

median. 

Figure 6 plots the country-specific coefficient on fiscal impoverishment levels against the 

median tax rate (A) and the median transfer share (B). On the left we see that the average tax 

rate is not associated with fiscal impoverishment: whether the tax burden on low-income 

households is higher is not tightly correlated with the overall likelihood of fiscal 

impoverishment. On the right we see an inverse relationship for transfers and fiscal 
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impoverishment; in countries where households derive a greater share of household income 

from government transfers, the threat of fiscal impoverishment is relatively lower. A different 

story emerges when examining the policy drivers of fiscal impoverishment intensity in Figure 

7. Here taxes are clearly and positively associated with fiscal impoverishment while transfers 

are not.  

 

Figure 6: The association between average tax rate (Panel A) vs. average transfer share (Panel 
B) and levels of fiscal impoverishment 
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Figure 7: The association between average tax rate (Panel A) vs. average transfer share (Panel 
B) and intensity of fiscal impoverishment 

 

Yet on both dimensions the relative role of taxes and transfers in the production of fiscal 

impoverishment varies markedly across countries. For example, the level of fiscal 

impoverishment is high in Spain and Italy not because these countries tax the poor more but 

because they provide less in the way of transfer income. By contrast, the high degree of fiscal 

impoverishment in Greece and Switzerland is primarily driven by above average taxes on the 

poor. At the same time, the relatively low level of fiscal impoverishment in Sweden and 

Denmark results from coupling high tax burdens with even higher transfers. By contrast, fiscal 

impoverishment is low in the U.S. and other Anglo-liberal regimes due to lower tax burdens, 

driven largely by the use of tax credits as an anti-poverty tool in those countries.  
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Holistically comparing such complex and varied tax and transfer systems is always a fraught 

endeavor. Nevertheless, this analysis reveals that fiscal impoverishment is jointly determined 

by taxes and transfers and that both aspects of government policy are materially important.  

 

Section 3: Counterfactual Simulations 

What would poverty and fiscal impoverishment look like if countries had different tax and 

transfer systems? We explore this question by drawing on the measures of median tax rate and 

transfer share estimated above to conduct counterfactual simulations. Following the literature, 

we simulate counterfactuals of household poverty and fiscal impoverishment by contrasting the 

tax and transfer policies of the Anglo-liberal welfare states with their Nordic counterparts.  

Figures 8 shows the change in household poverty rates if all countries had the corresponding 

counterfactual taxes (panel A) or transfers (panel B). Panel B tells a familiar story: rates of 

household poverty would generally be higher in the presence of Anglo-liberal level income 

transfers and household poverty would generally be lower in the presence of Nordic level 

income transfers. At the same time, Panel A shows that swapping tax systems yields the 

opposite pattern: poverty would generally be lower in the presence of Anglo-liberal tax systems 

but would generally be higher in the presence of Nordic style taxes. Notably, we find that every 

Nordic country would achieve substantial reductions in household poverty if they adopted the 

Anglo-liberal average income tax policy; a novel finding that underscores the value add of the 

fiscal impoverishment framework for comparative poverty research.  

Other patterns of note: the United States would have lower household poverty with either 

Nordic or Anlgo-Liberal average transfers, underscoring that income transfers in the U.S. lag 

their english-speaking peers; Switzerland would have less poverty with either Anglo-liberal or 

Nordic taxes, which speaks to the high level of income taxation on poor households in that 
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country; at the same time, Italy, Greece, and Spain would all see a reduction in poverty with 

either Nordic or Anglo-liberal average transfers.  

 

Figure 8: Counterfactual poverty rates 

 

Taken together, these counterfactuals reveal that both taxes and transfers are implicated in the 

production of household poverty. In the appendix, we show the same is true for fiscal 

impoverishment, which would generally be higher in the presence of Nordic level taxes OR 

Anglo-liberal level transfers and would generally be lower in the presence of Nordic level 

transfers OR Anglo-liberal level taxes (see Appendix Figure A7). 

As a final counterfactual, we consider the impact on household poverty if all countries adopted 

a policy of no income taxation on the poor. Here again we limit our simulation to households 
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not receiving pension and unemployment assistance. Figure 9 reveals that zeroing out the 

income tax burden on poor households would reduce rates of household poverty in every 

country, with the largest absolute declines in Denmark, Switzerland and Greece and the largest 

relative declines in Germany, Greece, Norway and Switzerland. These countries could cut 

poverty rates in half by eliminating taxes on the poor.  

Yet perhaps even more significant than shifting some families above the poverty line, 

eliminating income taxes on poor households would end fiscal impoverishment-–and ensure 

that no poor family finds they are made materially worse off as a net result of their government’s 

tax and transfer system. 

In sum, every rich democracy creates household poverty by taxing the income of the poor; 

policymakers and welfare state scholars must recognize—as low-income households already 

do—that moneys received from the state and moneys paid to the state jointly determine 

household disposable income and economic well-being. 
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Figure 9: Change in household poverty rates in the absence of income taxes on the poor 

 

Discussion & Conclusion  

Variation in household poverty across wealthy democracies is not primarily the result of 

different economic conditions or demographic composition but instead the result of politics and 

policy choices (Brady 2009). Although much of welfare state scholarship is focused on how 

poverty can be mitigated by governments giving more—via more generous income transfers or 

higher quality social insurance schemas or public goods—our findings reveal governments can 

also combat poverty by simply taking less. In every wealthy democracy analyzed, we found a 

considerable share of households below the poverty line would not be so in the absence of 

income taxation. Moreover, we also found that in every country, a sizeable fraction of already 

poor households are pushed further into poverty as a net result of the tax and transfer system. 
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This fiscal impoverishment is jointly determined by the level of taxation paid by and the level 

of transfer income received by poor households—both aspects of welfare state policy are 

implicated in the production of household poverty. 

Our findings are resonant with the existing literature on comparative welfare states and 

household poverty while adding important nuance and novel insights. For example, although 

Anglo-liberal regimes tend to have higher overall levels of poverty, national tax and transfer 

systems actually yield less fiscal impoverishment in these countries than in many of the more 

egalitarian and highly redistributive welfare states of continental Europe. Household 

composition also has a differential impact on the threat of fiscal impoverishment across 

countries: in the more individualistic Scandinavian countries, childless households account for 

the vast majority of the impoverished whereas in the familialistic Mediterranean welfare states 

it is households with children who are more likely to be fiscally impoverished. Fiscal 

impoverishment, therefore, adds key information on welfare state performance that is different 

from and serves as a complement to traditional measures such as overall household poverty or 

the level of income inequality. 

This study contributes to several related sub-fields of sociological research. Centering the 

hidden role of income taxation in the production of household poverty highlights a potentially 

generative area of overlap between welfare state research and the New Fiscal Sociology 

(Martin, Prasad, and Mehrotra 2009). As we have shown, although taxes have been 

incorporated in the sociological examination of poverty, focusing on the ‘net effect’ of taxes 

and transfers obscured the role of taxation in exacerbating poverty (Jurow Kleiman 2021). This 

underscores the need for researchers to consider tax levels over and above their interest in tax 

progressivity. Attending closely to what households pay in income taxes is essential for 

capturing the full scope of government policies and programs that impact attitudes towards 

welfare state policy.  
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This paper motivates several avenues for future research. First, examining the levels and 

intensity of fiscal impoverishment over time can reveal the impact of specific tax and transfer 

policies adopted. For instance, we would expect to see fiscal impoverishment in the U.S. decline 

substantially starting in the 1980s given the expansion of tax credits including the EITC and 

CTC. Second, researchers should examine how the threat of fiscal impoverishment varies over 

the life course and across different subpopulations. Examining the demographic and socio-

economic characteristics of fiscal impoverishment may yield new insights into the drivers of 

inequality—e.g., across racial groups or for single-parent households—or shed novel insights 

into patterns of political participation across groups. Moreover, fiscal impoverishment may 

prove useful for understanding cross national differences in wealth accumulation and 

trajectories over the life course (Pfeffer and Waitkus 2021).  

This comparative study is only possible thanks to the availability of harmonized household 

survey data made available through the LIS. One disadvantage of these data, however, is the 

lack of detailed information on the specifics of national tax systems. For instance, we cannot 

distinguish between income taxes and employee side payroll taxes—e.g., social security 

contributions—across all countries of the study. Policymakers and the public, however, may 

feel differently about fiscal impoverishment that results from general income taxation versus 

from payroll taxes that are used to finance social insurance benefits or entitlements. We also 

have no comparable cross-national measure of indirect taxes, which also reduces income and 

impacts economic behavior, even if these taxes are less salient. More generally, our findings 

add still greater motivation to improve data on household taxation; the more insight we have 

into the relative role of taxes, transfers and market income in shaping disposable income the 

better. 

As our study demonstrates, fiscal impoverishment provides a novel conceptual and empirical 

framework for examining the policy determinants of cross-national variation in household 
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poverty. For low-income families, the net impact of national tax and transfer systems on the 

household pocketbook is salient and relevant—so, too, should it be for policymakers, policy 

analysts and scholars of the welfare state.  
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Notes 
1 In the U.S., the supplemental poverty measure (SPM) was created to more accurately measure 

household material circumstances in part by including income tax liabilities and income tax 

credits including the EITC; what income should be counted and how best to estimate from 

household survey data is currently an active and contested site of research, particularly in 

recovering estimates of ‘extreme’ poverty (Brady and Parolin 2020; Sullivan 2020). 

2 Our estimates of fiscal impoverishment might therefore be considered conservative, i.e., a 

fulsome accounting of all taxes and fees paid to the state would reveal many more households 

to be fiscally impoverished after taxes and transfers. 

3 A vast interdisciplinary literature details how ‘hidden taxes’ are often ignored by households. 

Witness, for example, the frequent concern over whether VATs make it too easy for politicians 

to raise revenue because it is not as salient to consumers (Afonso 2014; Lohmann and Weiss 

2002). Moreover, experimental evidence finds that individuals reduce their labor supply 

substantially more in response to a tax on wages compared to an economically equivalent tax 

on consumption, despite standard economic theory asserting a linear wage tax and 

comprehensive consumption tax to be economically equivalent (see, e.g., Blumkin, Ruffle, and 

Ganun 2012). 

4 All countries in our sample provide gross and net income information. Most of the underlying 

surveys collect gross income, before income and payroll taxes. In these cases, the national data 

provider simulated taxes and contributions (from gross to net microsimulation) in order to get 

detailed information on taxes and disposable income. In Greece and Italy, income information 

is collected net of income and payroll taxes. Here, the national data provider simulated taxes 

and contributions based on net incomes (from net to gross microsimulation). Hence, all datasets 

provide comparable information on income and payroll taxes as well as gross and net income. 

5 Information on income, taxes and transfers is top and bottom coded at the 0.1 and 99.9% 

percentile. 

6 Note that the ranking of countries by level of fiscal impoverishment is similar if we exclude 

unemployment and transfer income, although of course the overall levels are higher. 

7 See Table A1 in the appendix for descriptive statistics of the main variables. 
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8 Note that this provides rather conservative estimates of poverty and impoverishment because 

some households with extreme reliance on transfer income will push up the average transfer 

share in their income and household type bracket.  

9 Patterns are substantively similar if using 50% of national median income as poverty 

threshold; see Figure A1 in the appendix. 

10 Patterns are substantively different if decomposing the alleviated poor instead; see Figure A2 

in the appendix. 

11 See Figure A6 for a similar graph indicating median tax and transfer shares for those around 

the poverty line (between 50 and 70% of median income).  
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Abstract 
A welfare state’s tax system does not solely redistribute from rich to poor (vertical) but also 

between family types (horizontal). Different types of families are treated differently due to 

gendered (de)familialization policies in the tax code, such as joint filing for spouses or single-

parent relief. In this study I aim to examine the tax system’s modification of horizontal income 

inequality between the six most prevalent family types of non-retiree households. To answer 

my research aim I draw on harmonized data from 30 countries provided by the Luxembourg 

Income Study (LIS). I estimate pre- and post-fiscal income inequality measured as between-

family-type Theil indices. Using multivariate linear regression, I examine the association of the 

percentage change in inequality and the prevalence of family type-related tax characteristics. 

The results show that welfare states with familialization tax policies reduce less horizontal 

income inequality compared to welfare states without familialization tax policies. As 

familialization tax policies provide additional benefits for breadwinners with dependents, they 

discourage labour market participation of secondary earners and might exacerbate gender 

inequalities. 
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Introduction  
In the light of the ongoing scientific discussion on rising inequality, many scholars have called 

for the welfare state to intervene. However, welfare states differ in many aspects. Among the 

most influential topics in the literature is the welfare state’s effort to redistribute from rich to 

poor in order to reduce poverty and inequality. Welfare states undertake redistribution through 

transfers and taxes (Prasad and Deng 2010). Nevertheless, welfare states do not solely 

redistribute from rich to poor (vertical) (Bergh 2005) but also between groups, such as gender, 

race or different family types (horizontal) (Stewart, Brown, and Mancini 2010). Different types 

of families (defined by marital status and the presence of children) may be treated differently 

because tax systems provide family type-dependent benefits, including child allowances, 

marriage premiums or preferential tax schedules. However, if family-related aspects in the tax 

code systematically benefit those family types that have a higher income (e.g. married couples) 

compared to those with a lower income (e.g. single parents), then the reduction in income 

inequality between these family types may be lower than expected. 

In general, the traditional married family pattern is commonly associated with positional 

advantages when compared to other family formations (Maldonado and Nieuwenhuis 2015). 

Married couples tend to have higher disposable household incomes and low poverty rates, while 

single-parent families are associated with a higher risk of being poor (McLanahan and 

Percheski 2008). If marriage is for instance associated with substantial institutionalized 

economic advantages, such as favourable tax brackets, single parents are systematically 

excluded from those benefits and gains. Hence, the horizontal redistribution system may hint at 

implicit political and social norms towards certain family formations (McCabe and McCaffery 

1997). It is therefore crucial to learn more about the welfare state’s mitigation of horizontal 

inequality. In other words, the institutionalized structuring of horizontal income inequality 

between family types matters because social risks are not distributed equally across family 

types.  
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These policies of horizontal redistribution, however, may encourage de-familialization by 

enhancing individual autonomy (e.g. single-parent allowance) or promote familialization 

through strengthening individual dependency on the family (e.g. joint taxation). Familialization 

tax policies dissencetivize labour market participation of secondary earners and are, hence, 

associated with a traditional division of labour that exacerbates gender inequalities (Dingeldey 

2001). The modification of inequality between household types that is due to familialization 

tax policies is implicitly a question of gender inequality. If family formations with a traditional 

division of labour are systematically privileged by tax benefit policies, the distributive 

outcomes are gendered as well. In addition, these policies vary greatly across countries (Bussolo 

et al. 2018). Nevertheless, previous research has widely neglected the significance of tax policy 

as a means of social policy (Ruane, Collins, and Sinfield 2020). Therefore, the present study 

aims to understand how income taxation modifies horizontal income inequality between family 

types in a cross-national comparative perspective.  

To answer my research aim, I examine income inequality between the six most prevalent family 

types (married without children, married with children, unmarried without children, unmarried 

with children, single parent, single) of non-retiree households before and after income taxation 

across welfare states. To this end, I draw on harmonized income and tax data from 30 countries 

in the Luxembourg Income Study (LIS 2021) and estimate between-family-type Theil indices 

as measures of inequality before and after deducting income taxes. In order to assess how 

welfare states’ tax policies structure income inequality between family types, I empirically 

identify family-related tax policies and evaluate their impacts using linear regression.  

In the present study I build on the concept of ‘horizontal inequality’ from public and 

development economics and apply it to fiscal sociology. Broadly, horizontal inequality can be 

understood as any social, political or economic dimension of inequality between defined groups 

and thus it allows for adaptation to any structural dimension (Gachet et al. 2019). Hence, 
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horizontal inequality generally refers to inequality between countries, regions or ethnicities 

(Stewart 2008). The approach of horizontal inequality between family types emphasizes 

inequality as an outcome, which is structured by treating different family types differently.  

Previous research studying income redistribution across welfare states has tended to neglect 

horizontal inequality and inequity, rendering it the ‘orphan child of tax policy’ (Gravelle and 

Gravelle 2006). On the one hand, the comparative redistribution literature examines tax systems 

across welfare states in general (Prasad and Deng 2010) and studies their inter-individual 

distributional effort (Kammer, Niehues, and Peichl 2012), or its development over time 

(Caminada et al. 2019). On the other hand, the body of literature interested in horizontal family-

type redistribution usually singles out poverty (Brady, Finnigan, and Hübgen 2017) and hence 

only looks at a very specific aspect of inequality. Notably, some recent studies highlighted the 

significance of tax benefits for redistribution (Coady, D’Angelo, and Evans 2019). However, 

few studies directly compare between-family-type inequality, typically through referring to 

hypothetical households using a microsimulation model (Immervoll, Herwig; Richardson 

2011). In response, the present study aims to bridge the gap between the extensive comparative 

literature on the effect of taxation on vertical inter-individual inequality and the limited research 

on between-family-type redistribution.  

This study contributes to our understanding of familialization tax policy in general and the 

welfare state’s modification of horizontal income inequality in particular. Assessing the role of 

taxation as an institutional set-up that assigns additional benefits to certain family patterns is of 

considerable societal interest. Indeed, if being a member of a certain family type is associated 

with salient disadvantages, both economic and social well-being are affected. Therefore, I argue 

that because family patterns have become increasingly diverse in recent decades, inequality 

between family types has become a significant dimension of horizontal inequality. If different 

family types are treated differently due to their family status, then redistribution is not just about 
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the individual’s success in the labour market, but his or her embeddedness in family formations 

as well. In the following, I will briefly discuss previous research regarding family types in 

general (A.) before addressing the specific literature on vertical (B.) and horizontal inequality 

and redistribution (C.). 

 

Background 
A. Family types and taxation 

The overall effects of taxes on horizontal income inequality between family types may differ 

from those on vertical income inequality for two reasons. The first is related to patterns of 

dispersion of household-type income: the incomes of different family types are not equally 

distributed across the overall income strata, as single-parent households (for instance) usually 

cluster around low-income levels (Alper, Huber, and Stephens 2020). The second owes to the 

specific design of a welfare state’s tax and transfer system, because married couples (for 

instance) may be treated differently from non-married couples. In particular, the formerly 

hegemonic married family household type may enjoy distributional benefits in some welfare 

states because of the rigidness of tax systems that still promote traditional male breadwinner 

family arrangements (McCabe and McCaffery 1997:1).  

However, between-family-type income inequality has come into view only due to the increasing 

diversification of family formations in recent decades. As long as the traditional married family 

pattern of the post-war era was the default social norm, diverging living arrangements seemed 

insignificant. Unsurprisingly, it has been scholars in the gender studies tradition who have 

drawn attention towards horizontal family-type redistribution in order to understand implicit 

gender inequalities in social policy (Sainsbury 1999, 2008) . In particular, the ongoing debate 

about the ‘marriage bonus’ or ‘single penalty’ in the United States (US) tax system constitutes 

the majority of the literature (Alm and Leguizamon 2015). Ultimately, research on the direct 
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link between horizontal inequality and taxation remains dominantly interested in the interaction 

of tax benefits and labour market participation (Bick and Fuchs-Schündeln 2018; Buettner, 

Erbe, and Grimm 2019; Dingeldey 2001; Figari et al. 2011).  

B. Vertical inequality and redistribution 

Addressing the welfare state’s contribution to inter-individual inequality by examining 

redistribution from high to low income is the most common approach in the literature. A large 

body of research studies the effects of taxes and transfers on individual income in a comparative 

setting (Immervoll, Herwig; Richardson 2011; Jesuit and Mahler 2010; Mahler and Jesuit 

2006). The general procedure is to capture ‘redistribution’ by calculating the difference between 

disposable income after taxes and transfers and market income before any public redistribution 

intervention. Although it has been noted that market income is itself shaped by the welfare state 

(Bergh 2005; Brady et al. 2017), for instance through minimum wage regulations, this ‘from-

gross-to-net’-approach is still the most common way to address redistribution (Amoureux, 

Guillaud, and Zemmour 2019).  

Due to the greater availability of comparative data at the micro level with the expansion of the 

LIS database, comparative research on inequality due to taxes and transfers has recently become 

far more feasible. Hence, a growing body of literature investigates the distributional 

consequences of taxes and transfers in a comparative setting, emphasizing e.g. inequality over 

time (Wang, Caminada, and Goudswaard 2014), disentangling taxes and social benefits (Wang, 

Caminada, and Goudswaard 2012), or stressing the relevance of different levers of the public 

distributional system (Amoureux et al. 2019).  

C. Horizontal inequality and redistribution 

The tax and transfer system treats individuals as situated and embedded in their living context, 

i.e. the household in which they live. Hence, almost all welfare states provide some kind of 

special transfers for children, tax exemptions for families or bonuses for married couples and 
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so on. This is implicitly reflected in the literature on vertical inequality, but not systematically 

examined. Social science research on the vertical redistributive patterns of welfare states 

therefore misses a crucial dimension of redistribution: the redistribution of income between 

different types of families across strata. It is clear that tax systems do not treat everyone equally 

(given progressive taxation), but they may not even treat equal earners equally if one household 

receives tax relief and another does not. 

The limited body of research examining between-family-type income inequality in most cases 

remains on a national case study basis (see, e.g., Wrohlich, Dell, and Baclet 2005). These 

studies usually emphasize the crucial significance of redistribution between types of families 

and lament the lack of attention given to the topic in the literature (Bussolo et al. 2018; Gravelle 

and Gravelle 2006). Comparative studies tend to be based on microsimulation models with 

hypothetical median households (Immervoll, Herwig; Richardson 2011) reporting median 

values or average tax rates (Pechman 1990). Across countries, changes in tax benefit policies 

in the past decades seemed to be more progressive for households with children than for singles 

(Immervoll, Herwig; Richardson 2011).  

A second strand of the between-family-type income inequality literature singles out poverty 

and its mediation. This sociological tradition looks at the reduction of the risk of poverty by the 

tax and transfer system and differences between family types (Rothwell and McEwen 2017). In 

particular, some studies emphasize the significance of child poverty policies for differences in 

poverty rates between types of families (Gornick and Smeeding 2018). Rothwell and McEwen 

(2017) focus on changes in child poverty risk by family types across liberal welfare states 

during the 2008 recession. By decomposing changes in child poverty over time, they illustrate 

the crucial impact of transfer and tax policies.  

Recently, scholars began to address the redistributive impact of different tax benefit policies 

more thoroughly, highlighting the variation in fiscal redistribution across countries (Coady et 
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al. 2019). These studies emphasized the relevance of tax benefits for social policy (Morel, 

Touzet, and Zemmour 2018) or document their redistributive nature on a case study basis, 

indicating that tax benefits have been previously underestimated (Morel, Touzet, and Zemmour 

2019). Scrutinizing the effects of tax allowances and tax credits on household income across 

European countries, Avram concludes that redistribution through tax allowances is limited and 

often benefits middle and higher income households (2018). Consistently, Stebbing and Spies-

Butcher find that tax benefit policies often invert the progressive income tax schedule, 

particularly so for middle income households (2010).These recent advances in research, 

however, address horizontal inequality between family types only implicitly.  

It is worth noting, however, that horizontal family type redistribution analysis is not an 

alternative to vertical redistribution analysis, but merely offers a different perspective on 

inequality. If different family types are treated differently, then redistribution is not just about 

the individual’s success in the labour market, but also his or her embeddedness in family 

formations. In the following I will therefore briefly elaborate on the main family-related tax 

characteristics. 

 

Tax mechanisms 
In this section I briefly describe the main concepts that underlie taxation-based income 

inequality between family types. An examination of overall tax indicators such as tax revenue 

or tax progressivity (see, for instance, Prasad and Deng 2010), as can be found in the existing 

literature, may prove a poor indicator when it comes to between-family-type inequality 

modifications because these indicators can’t take the specific tax treatment of certain family 

formations (for instance, special allowances for single parents) into account. I therefore argue 

that family-related components of the income tax system are pivotal. This draws attention to 

the tax benefit mechanisms within the tax system that are designed to promote certain family 



Chapter 3 The Taxation of Families 
 

85 
 

formations, such as tax reliefs for married couples. Such an idea of familialization in the tax 

code is by no means new (Sainsbury 1999). Notwithstanding, little empirical evidence has been 

gathered (Figari 2015).  

In general, familialistic policies emphasize and enforce the caretaking responsibility of the 

family, whereas de-familialistic policies advocate the welfare state’s responsibility to do so. 

However, both concepts should be understood as extremes on a continuum. Hence, the concept 

of familialization stresses the institutionally driven dependency of individuals on their family 

context, which is particularly interesting when scrutinizing income inequality between family 

types (Sainsbury 1999). For example, policies promoting familialization may be defined as 

promoting a single-breadwinner model with a stay-at-home spouse (Leitner 2003; Rastrigina 

and Verashchagina 2015).  

According to relationship status and the presence of children, the following six family types 

account for the vast majority of people in most countries: (1) married without children, (2) 

married with children, (3) unmarried without children, (4) unmarried with children, (5) single 

parent and (6) single. Nevertheless, how are patterns of tax policy associated with the 

modification of income inequality between these types of families? To scrutinize these 

structures, the specific design of a welfare state’s tax system is pivotal. There are at least six 

different aspects within the income tax code that are highly relevant for income inequality 

modification between family types.  

First, the overall level (1) of taxation indicates the distributional power: if there is no noteworthy 

income tax, redistribution may be insignificant. Second, the overall progressivity (2) of the tax 

structure may hint at its capacity to reduce market income inequality. Both tax level and tax 

progressivity are crucial for vertical and horizontal redistribution alike. 

The specific notion of family type inequality, however, comes particularly into sight when 

scrutinizing the remaining four aspects. Unlike other instruments of fiscal welfare (for instance, 
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tax deductions for mortgage interests) these tax benefits are by design tied to the marital status 

and the household composition. First, countries differ in the income tax filing unit (3), which 

most commonly is the individual or the married couple. The joint filing of married couples 

assumes that income and consumption are shared within the household and, in effect, means 

that the marginal income tax rate is dependent on the spouse’s earnings. Therefore, joint filing 

has been criticized as a strong familialization policy that leads to persistent gender inequalities 

(McCaffery 2009). Applying individual filing means that all individuals are treated separately 

regardless of their marital status when assessing the income tax. This is usually understood as 

a de-familialization policy design in the tax code, because it assumes the complete 

independence of individuals within households (Sainsbury 1999). 

Second, income splitting (4) aggregates the spouse’s income and calculates the tax burden on 

the combined income. In other words this means that married couples can aggregate their 

income and split it equally across both tax-payers, potentially benefitting from lower marginal 

tax rates. Therefore, this is in fact a particularly strong version of joint filing. In most countries, 

married couples benefit from income splitting if they have unequal incomes (e.g. US and 

Germany). Therefore, strong incentives for the weak labour market attachment of secondary 

earners are commonly assumed (Alm and Melnik 2005; Rastrigina and Verashchagina 2015). 

The significant implications for gender inequality and individual autonomy have been widely 

discussed (McCabe and McCaffery 1997).  

Although most welfare states apply individual filing, this does not mean that the tax rates of 

spouses are independent from each other, nor does it mean that family-oriented mechanisms 

are absent in the tax code. Many countries with individual filing at least offer some kind of 

special dependent spouse allowances (5) for the breadwinner (Rastrigina and Verashchagina 

2015). This mechanism reduces the taxable income of the main earner if his or her spouse has 
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no or low income and hence promotes the dependencies of non-earner or stay-at-home spouses. 

Consequently, these tax characteristics are best described as familialization tax policies. 

On the other hand, special single-parent allowances (6) reduce the tax burden for single parents. 

In contrast to the tax mechanisms mentioned above, such allowances are designed to secure a 

single parent’s autonomy instead of binding it to the ex-spouse’s alimony. Hence, it represents 

a de-familialization tax policy. 

Taken together, the country-specific design of joint filing, the specific case of income splitting 

and the offer of dependent spouse allowances are implicit indicators of the degree of 

familialization in a welfare state’s income tax system. Although in many countries there are 

additional characteristics that can be used to evaluate familialization in the tax code (e.g. the 

degree of transferability of basic allowances between spouses), the six aspects described above 

should be key mechanisms.These specific family-related aspects in the tax code should 

therefore influence inequality between types of families. In particular, married couples and 

couples with children are expected to benefit from familialization policies when compared to 

other family types.  

 

Hypotheses 
The overall income tax rate and the progressivity of the tax scheme are key determinants of 

income inequality modifications regardless of any specifically family-related income tax 

benefits. Given that different family types are distributed differently across income strata, 

progressive income taxation at a significant rate will result in a decrease of between-family-

type income inequality after taxation. Hence, I derive my first hypotheses: 

H1a (tax structure): Greater progressivity is associated with a higher reduction in income 

inequality between family types. 
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H1b (tax level): The higher the effective tax rate, the greater the reduction in income inequality 

between family types. 

However, considering that most countries apply a specific tax treatment for different family 

formations, progressivity and tax level are not the sole determinants of income inequality 

modification. As mentioned above, several family-related benefits within the income tax 

schedule may change the picture dramatically. Family types with on average higher market 

incomes should in particular benefit from these family-related tax instruments. Therefore, these 

familialization tax policies may actually counteract the reduction of income inequality due to 

tax level and tax progressivity. Accordingly, I derive my second hypothesis: 

H2 (tax benefits): Familialization policies in the tax code are associated with less reduction of 

between-family-type income inequality. 

If the macro-level outcomes of the modification of between-family-type income inequality owe 

to the family-related tax benefits described above, then compared to other family types, the 

promoted family models (such as married couples) should face substantially lower tax burdens 

in countries with joint filing and income splitting for married couples. This should result in less 

reduction of inequality between married couples and all other family types. Therefore, I expect: 

H3 (married couples): Joint filing and income splitting are associated with less reduction of 

income inequality between married couples and all other family types.  

 

Data  
To test my hypotheses, I draw on survey data from the LIS database. LIS is a cross-national 

collection of national microdata sets containing comprehensive data on income and their 

disaggregation into multiple sources, such as public transfers, taxes and labour income. The 

LIS data are particularly appropriate as they provide harmonized and hence comparable 
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information on taxation at the household level. Given that it is not possible to distinguish 

income taxes from payroll taxes in most countries, both categories are analyzed together. For a 

consistent comparison, I use the last available data set for each country with gross income 

information, resulting in data from 30 countries. With the exception of the Belgium data, most 

of the data sets are from between 2013 and 2016. Due to the lack of data availability of the 

independent variables the analysis is restricted to a cross-sectional approach. 

This study scrutinizes income inequality between the six most prevalent family types. It is worth 

noting, however, that households that do not fit into this categorization (such as living with 

other relatives) are excluded from the analysis. In most countries these six family nuclei account 

for almost all households (e.g. most European countries), but in some places (e.g. many Latin 

American countries) a considerable share of households is excluded due to more complex 

family arrangements.1 Therefore, income inequality between family types always refers to 

income inequality between these six common family nuclei. Additionally, I restrict my sample 

to households without any pension income due to substantial cross-country differences in the 

tax treatment of pension income. 

Monetary information is adjusted to 2011 USD purchasing power parity. Furthermore, 

households are weighted using the LIS weights to improve the representability of countries. 

Ultimately, all income information is equalized according to the standard LIS procedure, which 

divides the household income by the square root of the number of household members. 

 

Measurement 
A. Dependent variable 

Following Huber and Stephens (2014:252), I measure redistribution as the percentage reduction 

in inequality, instead of measuring the absolute reduction. The measurement of change in 

inequality therefore equals: 
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∆I =  
𝐼𝐼𝑝𝑝𝑝𝑝𝑝𝑝 − 𝐼𝐼𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝

𝐼𝐼𝑖𝑖𝑖𝑖𝑖𝑖
∗ 100 

where 𝐼𝐼𝑝𝑝𝑝𝑝𝑝𝑝 refers to inequality before and 𝐼𝐼𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 to inequality after subtracting income taxes. 

Most literature on redistribution examines the percentage change in the Gini index. When it 

comes to inequality between groups, however, inequality measures such as the Theil index are 

superior because of their additive nature (Jenkins and Van Kerm 2009). Most notably, the Theil 

index allows for decomposition in within- and between-group components and hence perfectly 

fits the examination of inequality between family types. This means that the overall inequality 

measure equals the aggregation of the inequality measured between groups and the inequality 

measured within groups. The within-group component therefore indicates e.g. the unequal 

distribution of income between all single-parent households. The between-group component in 

this example, however, shows the unequal distribution of income, e.g. between all single-parent 

households and all married couples. Therefore, there is only one between-group inequality 

value per country. Technically, the between-group component of the Theil index measures the 

sum of the weighted log ratio of the different groups’ population and income shares. Hence, the 

between-group Theil index can be expressed as follows: 

T = ∑𝑤𝑤𝑔𝑔 ∗ ln�
𝑤𝑤𝑔𝑔
𝑖𝑖𝑔𝑔
� 

Where 𝑤𝑤𝑔𝑔 corresponds to group g’s share of total income and 𝑖𝑖𝑔𝑔 indicates group g’s population 

share. The between-group component equals zero if a group has equal income and population 

shares. In other words, this means that the between-group Theil index measures the sum of the 

deviation of each group from it’s fair share. Therefore, this between-group measure does not 

indicate anything about inequality within the group. Because different indices have different 

levels of sensitivity to distinct parts of the distribution, I discuss the results from the Theil index 
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in the main analysis and provide the mean log deviation (MLD) results in the appendix. I use 

the Stata ado ineqdeco for the inequality decomposition (Jenkins 1999). 

B. Independent variables 

I calculate the mean effective tax rate per country from the LIS data. This overall level of 

income tax indicates the mean income tax rate for a given country, regardless of any family-

type specification. In addition, I address tax progressivity by calculating the Suits index (Suits 

1977). Based on the Lorenz curve, this index measures progressivity (or regressivity) as the 

deviation from proportional taxation. 

Information on family-related tax characteristics is derived from the Organisation for Economic 

Co-operation and Development country information (OECD 2016). Similar approaches trying 

to code the OECD country report information into a comprehensive data set have been 

undertaken by Bettio and Verashchangina (2009) and Rastrigina and Verashchagina (2015), 

although for different points in time. In order to gather information from countries outside the 

OECD, a small online survey of national experts was conducted by the author. National experts 

were asked if certain family-related tax policies exist in their country in the year of observation. 

The information refers to each country’s LIS data set year and has been made freely accessible 

through the OpenScienceNetwork by the author.2  

The prevalence of joint filing indicates if married couples are usually treated jointly regarding 

their income tax assessment. In some countries, this can also apply for unmarried couples. 

However, many countries with default joint filing have optional individual filing. The existence 

of joint filing does not necessarily say anything about the effective tax treatment and its 

economic outcome, this depending on the country-specific design of joint filing. Nevertheless, 

it usually hints at the potential beneficial treatment of married couples and familialization in 

the tax code. Income splitting is essentially the most radical version of joint filing. By 

aggregating the couple’s incomes and calculating the tax burden on the total income, it 
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establishes complete dependency between spouses regarding the income tax. However, 

although detailed schedules vary greatly across countries, in most cases unequally earning 

couples benefit. In addition, dependent spouse allowance prevalence provides information 

about additional tax deductions for having a non-working or low-paid dependent spouse. It is 

worth noting, however, that in effect joint filing and income splitting (for instance) can have 

similar or more severe consequences regarding the tax burden. In addition, the possibility of 

transferring unused own basic tax relief to the spouse functions somewhat similarly in many 

cases. Therefore, many other tax characteristics could provide some kind of ‘hidden jointness’ 

of couples. Lastly, single-parent allowances capture the beneficial treatment of single parents 

in the tax code. Table 1 shows the discussed tax characteristics for each country, sorted by their 

corresponding welfare state types.  

 

Table 1: Tax characteristics per country 

Country Tax rate 
(%) Suits index Joint filing Income 

splitting 

Dependent 
spouse 
allowance 

Single-
parent 
allowance 

Social-democratic       
Denmark 36.74 .027    yes 
Finland 28.68 .062     
Iceland 30.59 .057     
Norway 29.09 -.015 yes yes  yes 
Sweden 32.76 .036     
Conservative       
Austria 30.01 .117   yes1 yes 
Belgium 36.26 .092 yes2 yes yes yes 
Germany 32.94 .075 yes3 yes  yes 
Luxembourg 26.61 .099 yes yes  yes 
Netherlands 35.64 .061   yes4 yes 
Liberal       
Canada 22.50 .122   yes yes 
Ireland 26.36 .206 yes yes yes yes 
Switzerland 30.36 -.001 yes 5 yes yes 
United Kingdom 20.79 .105  6   
United States 24.32 .162 yes7 yes   
Eastern-European       
Czech Republic 18.63 .100   yes8  
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Estonia 18.22 .038 yes    
Lithuania 17.69 .011     
Slovakia 16.11 .035   yes9  
Mediterranean       
Greece 25.01 .114 10    
Israel 20.07 .247    yes 
Italy 27.87 .199   yes yes11 
Spain 19.02 .172 yes    
Latin-American       
Brasil 11.02 .293 yes12  yes  
Colombia 06.58 .315     
Dominican Republic 02.47 .338 yes13    
Guatemala 14.53 .211     
Panama 11.04 .225 yes    
Peru 04.87 .346     
Other       
South Africa 24.81 .246 

    

Notes: 1 Sole-earner allowance if the spouse´s income is below a given threshold. 
2 Joint filing is mandatory for married couples. 
3 Joint filing is the default for married couples. Full income splitting is more advantageous if spouses have different 
incomes.  
4 This is an income dependent combination credit for spouses. 
5 Regarding the federal tax there is a basic deduction for married couples. 
6 Spouses might transfer up to ten percent of their personal allowance to the partner.  
7 The tax unit is the individual but couples have the option to file jointly. If married spouses file jointly, the phasing 
out of the personal exemption is below double the individual scheme. 
8 A tax credit if the spouse has income below a certain threshold. 
9 Additional allowance if the spouse´s income is below a certain threshold. Therefore, coded as dependent spouse 
allowance. 
10 Spouses are required to submit a joint tax return but are taxed individually. Therefore, not coded as joint filing. 
11 Single-parents get a child allowance equal to the maximum of a married couple’s dependent spouse and child 
allowance.  
12 Dependent spouse allowance is possible if spouses choose the optional joint filing, which is more advantageous 
if the dependent spouse has a low income. 
13 Spouses file jointly unless the women demonstrates her own income.  
 

Method 
I estimate the following multivariable linear regression model: 

𝑦𝑦𝑖𝑖 = 𝛽𝛽0 + 𝛽𝛽1𝑥𝑥1 + 𝛽𝛽2𝑚𝑚𝑎𝑎𝑥𝑥 𝑠𝑠𝑖𝑖𝑖𝑖𝑖𝑖𝑠𝑠𝑖𝑖 + 𝛽𝛽3𝑚𝑚𝑎𝑎𝑥𝑥 𝑖𝑖𝑖𝑖𝑖𝑖𝑝𝑝𝑖𝑖𝑖𝑖𝑠𝑠𝑠𝑠𝑖𝑖𝑖𝑖𝑖𝑖𝑚𝑚𝑦𝑦𝑖𝑖 + 𝜀𝜀𝑖𝑖 

where 𝑦𝑦𝑖𝑖 refers to the income inequality modification between family types, measured as the 

percentage change in between-group Theil index and 𝑥𝑥1 denotes the tax characteristics from 

Table 1. Notably, the dependent variable itself is already an estimation. Therefore, my method 

is best described as an estimated dependent variable approach (Lewis and Linzer 2005). 
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Especially with small sample sizes, such two-stage estimation procedures can prove to be a 

valuable option. As an additional advantage, coefficients are easy to interpret (Nelson 2009). 

All estimates of standard errors and confidence intervals are derived using the bootstrap 

(reps=1000).3 

I aim to explain differences across countries by regressing the modification of income 

inequality on the tax indicators described in the previous sections. All results are presented 

without additional controls and with controls for tax level and tax progressivity. Due to the 

small sample size (n=30), combining all indicators into one model does not seem to be a suitable 

option. Therefore, the interpretation of the results focuses on separate models for each tax 

characteristic.  

 

Results 
I begin with empirically testing my first hypothesis. As discussed above, the effective tax rate 

(level) and the progressivity of the tax schedule should be positively associated with the 

reduction of between-family-type income inequality. Therefore, I use the change in inequality 

that is due to taxation measured as the percentage change in the Theil index as the dependent 

variable and regress it on the mean effective tax rate and the Suits index for every country. 

Figure 1 presents the coefficients of the respective ordinary least squares (OLS) regressions.  

As Figure 1 indicates, a higher level of taxation is associated with a greater reduction in 

inequality between family types, as expected in the first hypothesis. The correlation is 

statistically significant and increases when the progressivity index is added to the model. 

Against my expectations, however, the measure for tax progressivity is neither statistically 

significant nor has any explanatory power on its own. This may point to the relevance of family-

related tax benefits that disturb the relationship between progressivity and inequality when 

looking at between-family-type inequality. In general, progressive taxes are most prevalent in 
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the Latin American countries with overwhelmingly low tax rates. Hence, effective tax rate and 

tax progressivity are negatively associated (for a graphical clarification, see Figure A1 in the 

appendix). Therefore, the most progressive tax systems in the sample have the weakest 

redistributional power due to their low tax rates. This may explain the lack of explanatory 

potential of tax progressivity on its own. Once the effective tax rate is included, however, the 

progressivity index becomes positive and statistically significant, as expected. 

 

 

Figure 1: Linear regression on the Theil index percentage change (tax structure) 

 

In order to test my second hypothesis, I include dummies for the family tax benefit 

characteristics from Table 1. I expected a negative relationship between the Theil index and 

familialization policies (i.e. joint filing, income splitting, dependent spouse relief) and a positive 

one for single-parent allowances. When the dummies are included, tax level and progressivity 
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are always positively correlated with the reduction in income inequality between family types 

in all models (see Table A1 in the appendix for the full models). This may indeed hint at the 

role tax benefit policies play in interfering with tax progressivity. Figure 2 shows all separate 

models regarding the tax benefit coefficients, each with and without controlling for tax level 

and tax progressivity. The separate tax benefit dummy models, however, provide mixed 

evidence. First, all familialization characteristics have a negative coefficient once I include the 

controls. This is mostly in line with my expectation of decreased reduction in inequality 

between family types due to family-type-related tax benefits. Surprisingly and against my 

expectations, I find a negative coefficient for single-parent allowances, too. It is probable that 

many single-parent households have income levels below the basic relief or tax-free bracket 

and hence do not benefit much from their special allowance. However, not all characteristics 

are statistically significant. Hence, I find only weak evidence regarding the dependent spouse 

relief and the single-parent allowance. Nevertheless, joint filing in general and income splitting 

in particular are strongly associated with a lower reduction in income inequality between family 

types. It is worth noting that the values of the coefficients are substantial. Controlling for tax 

level and tax progressivity, welfare states with joint filing reduce income inequality between 

family types almost eight percentage points less than countries with individual filing. This 

means that welfare states with joint filing have about half the inequality reduction of welfare 

states without it, when comparing predicted values.  
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Figure 2: Linear regression coefficients of separate tax characteristics 

 

In my third hypothesis, I single out married couples and examine income inequality between 

them and all other family types combined. This should provide indications if the modification 

of between-family-type inequality is exclusively driven by the special treatment of married 

couples. Figure 3 displays the linear regression results regarding the modification of income 

inequality between the two groups: married couples and others. In contrast to all previous 

models, progressivity and tax level are no longer significantly correlated with the reduction in 

between-group inequality (all details are provided in Table A2 in the appendix). This does 

indeed support the idea of tax benefits counteracting the general redistributional pattern of 

progressive income taxation. As Figure 3 shows, the dummies for dependent spouse relief and 

single-parent allowances do not provide much explanatory power. The dummy for joint filing 

is substantial and negative, yet alone not significant. The coefficient for income splitting, 

however, is more than three times as large and highly significant.  
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This indicates the significance of the tax treatment of married couples. However, the positive 

coefficient of dependent spouse relief in particular may suggest that the overall picture of 

between-family-type inequality is more complex than the treatment of married couples alone. 

Many countries provide tax allowances for dependent partners or let unmarried couples file 

jointly, just like married couples. Income splitting thus seems to be the one mechanism that is 

designed almost exclusively for married couples.  

 

 

Figure 3: Linear regression coefficients of separate tax characteristics (married vs. 
others) 

 

To evaluate the robustness of these findings, I replicate the main analysis with inequality 

measured as MLD (Figure A2 and A4 in the appendix) as well as with the OECD equivalence 

scale (Figure A3). To assess if the findings are driven by outliers, I additionally run all models 

excluding one country each time (Figures A5, A6 and A7). However, all additional analyses 
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support the presented findings. Lastly, I address the relevance of familialization tax policies 

regarding overall vertical income inequality. As Figure A8 in the appendix indicates, the overall 

pattern is similar to what we have seen regarding horizontal inequality. The coefficients, 

however, are not significant. Nevertheless, this additional analysis suggests that welfare states 

with income splitting have about five percentage points lower vertical income inequality 

reduction. 

 

Discussion 
In this study, I have investigated the relationship between income taxes and the modification of 

horizontal income inequality between family types using harmonized data from 30 countries in 

the LIS. I have argued that taxation is a genuine aspect of social policy, which merits the 

attention of sociologists interested in comparative welfare state research. Throughout the 

analysis it became evident that income taxation is an essential instrument of horizontal 

inequality modification. In line with my expectations, I showed that the average effective tax 

rate was positively correlated with the reduction in income inequality between family types. 

This also held for tax progressivity when controlling for tax level.  

I then examined the role of familialization tax policies, which foster the individual’s 

dependency on family context. These familialization policies in the tax code were found to be 

negatively associated with the welfare state’s capacity to reduce income inequality between 

family types. As expected, joint assessment of married couples in general and income splitting 

in particular seemed to diminish the redistributional power substantially. The empirical findings 

suggest that the prevalence of joint filing cuts the tax-induced reduction in income inequality 

between types of families by almost half. On the other hand, de-familialization policies 

appeared to strengthen individual autonomy and mitigate inequality. However, I did not find 

consistent evidence that single-parent allowances enhance redistribution between family types.  
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These findings are consistent with previous research suggesting that tax allowance policies 

benefit middle and higher income households (Avram 2018; Stebbing and Spies-Butcher 2010). 

Inverting the progressive structure of the income tax, fiscal benefits for married couples at the 

upper income deciles reduce the distributive potential of income taxation. However, it seems 

that these familialization tax policies in general not only impede effective redistribution, but 

also hinder individual autonomy and gender equality (Orloff 1993; Saraceno 2016), but that in 

the case of taxation, these policies may create inequalities between types of families at the same 

time. Welfare states without joint filing not only have significantly higher levels of between-

family-type inequality reduction but greater individual autonomy due to individual filing as a 

critical de-familialization policy. At the country level, this interpretation may imply a lose-lose 

situation of family dependency and income inequality. In this context, the individual is thus 

confronted with economically beneficial family dependency at the cost of a loss of individual 

autonomy. As familialization policies provide additional benefits for breadwinners with 

dependents, they discourage more autonomous individual arrangements. 

Second and as widely discussed within the literature on labour market incentives for secondary 

earners (Jara Tamayo and Popova 2020), familialization policies in the tax code potentially 

hinder female labour market participation. The tax code promotes a strong breadwinner model 

in most countries with joint filing and progressive income taxation due to lower marginal tax 

rates for the primary earner. Again, while this is widely known to exacerbate gender inequality 

(McCaffery 2009; Sainsbury 1999), as the study at hand indicates, it is also associated with 

greater income inequality between family types at the macro level. In some countries, however, 

the beneficial treatment of married couples also applies to same sex couples implying similar 

incentives for their division of labour.  

This study is limited in several ways. First, the countries were not selected randomly. 

Nevertheless, external validity should be substantial due to the diverse set of countries. Second, 
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the dependent variable measures inequality between the six most prevalent family types, but 

this fits some countries better than others. In countries with a high share of multi-generational 

households, the findings do not reflect the actual situation of many families. Furthermore, 

population characteristics and cross-country differences in the reliance on social security 

contributions may lead to an underestimation of the relevance of tax benefits. Therefore, the 

relationship of interest may be stronger than indicated in this study. Lastly, information on taxes 

may be inaccurate. However, in the LIS, the tax information from the countries used in this 

study is mainly derived from register data and/or national microsimulations and should, hence, 

be sufficiently reliable.  

The social and political implications are, however, manifold. As this article has shown, these 

tax mechanisms may foster horizontal inequality. In the light of rising inequality and escalating 

public debt, it is debatable whether these tax expenditures are desirable or affordable. For the 

public budget, tax benefits essentially represent a loss of revenue. Hence, the forgone tax 

revenue could be used for social transfers to the poor. In other words, politically these 

familialization tax policies seem to cut public revenue and foster inequality, while socially they 

appear to promote family dependency and a traditional division of labour.  

This study contributes to our understanding of the consequences of institutionalized differences 

in the tax treatment of family types. It sheds light on the pivotal yet largely overlooked role of 

taxation when scrutinizing horizontal inequality between family types. Focusing on (de-

)familialization tax policies with different consequences for inequality, this study emphasizes 

the role of family tax policy as a form of social policy.  
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Notes 
1 The share of excluded households ranges from 0.65 percent in Sweden to 39.66 percent in South 

Africa. Besides the outlier of South Africa, only the Latin American countries have other household 

types of considerable magnitude (roughly 25 percent). The six family types, however, account for about 

95 percent of all households in European countries. 

2 Information available at: https://osf.io/8pe7b/ 

3 Figures A9, A10 and A11 replicate the main analysis with jackknife instead of bootstrap standard 

errors. Nevertheless, the results do not change substantially. 
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Abstract 

Consumption taxes are a policy tool that shape the income distribution and potentially thwart 

the redistributive goals of social policy. Different household types might be affected differently 

due to diverging income positions and consumption levels. This study examines the change in 

poverty across household types when accounting for consumption tax payments. To this 

end, the study draws on harmonised data from eleven OECD countries in the Luxembourg 

Income Study (LIS). Implicit indirect tax rates are estimated from national accounts and 

poverty rates before and after subtracting consumption taxes are investigates. The results 

indicate significant variation across household types. In most countries, large family and 

single parent households experience the highest poverty increase. Ultimately, the increase in 

poverty across countries is positively associated with the consumption tax level.  



Chapter 4 Taking from the disadvantaged 

108 

Introduction 

For the last fifty years, taxes on consumption have been on the rise in many countries. 

Consumption taxes are taxes and excises levied on the purchase of goods and services. In 

contrast to income taxation, consumption taxes accrue when a household spends its disposable 

income on consumption. Therefore, inequality and poverty measures of disposable income do 

not take consumption tax payments into account. In a globalised economy, consumption taxes 

allow states to secure a steady source of revenue because the consumption of households is less 

mobile than, for instance, capital. However, when several governments announced a temporary 

cut of the value-added tax (VAT) rates as part of their stimulus packages against the economic 

impact of Covid-19 in 2020, economists quickly pointed out how a cut in VAT-rates could not 

only boost private consumption but also particularly help the poor (Bach 2020). 

Like most social policy instruments, consumption taxes affect what households can or cannot 

afford. Poor households pay a higher share of their disposable income in consumption taxes 

simply because the share of income spent on consumption does not increase proportionally with 

income. In contrast, high-income households spend more on mortgages or save a substantial 

fraction of their income—both of which does not attract consumption taxes. By affecting 

different strata differently, consumption taxes contribute to the redistribution of income, which 

is a core domain of social policy. By particularly assigning a burden on the poor, consumption 

taxes, however, often undermine the redistributive goals of social policy (Collins, Ruane, and 

Sinfield 2020). Therefore, social scientists interested in redistribution tend to overestimate the 

resources of households when looking at disposable income. Hence, this study argues that to 

properly address the life chances of individuals and the way social policy influences them, 

consumption taxes have to be taken into account–and particularly so at the lower end of the 

distribution. 
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Poor individuals, high consumption expenditures and, hence, consumption taxes, are not 

randomly distributed across household types. Some types of households are more exposed than 

others because they have systematically lower income levels and persistently higher 

consumption needs. In particular, single parent households and large families are more 

prevalent among the poor. Couples without children might be affected less by consumption 

taxes due to similar consumption patterns, i.e., they can share goods they need. In contrast, large 

families and single parents might not benefit from economies of scale in the same way because 

family members have substantially different consumption needs (for instance, schooling 

equipment expenses, age-dependent clothing or even diapers). Thus, it is argued that the 

consumption tax induced increased vulnerability (Imai, Wang, and Kang 2010), that is the 

impact of consumption taxation on poverty, differs across types of households. Differences in 

vulnerability matter because politicians may not be aware of the particular burden some 

household types have to bear and, therefore, neglect the significance of consumption taxes for 

social participation. The study at hand, therefore, aims to examine the relevance of consumption 

taxes for poverty across household types. 

Since income positions and consumption levels differ systematically across household types, 

an examination of consumption taxes across types of households is of particular interest because 

poverty rates of household types may be affected differently. Looking only at the overall pattern 

could overlook the variations in vulnerability across household types. Furthermore, because 

taxes on consumption vary greatly across countries, a comparative setting should provide 

additional insights in the role of consumption taxes. Due to this cross-national variation, a 

comparison of public redistribution and poverty levels across countries without taking into 

account consumption taxes provides only an unfinished picture. Therefore, this article aims to 

address the research interest of how consumption taxes elevate poverty across household types 

and countries. 
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To address poverty due to consumption taxes, poverty rates that emerge after subtracting 

consumption taxes paid from disposable household income are calculated. This is sometimes 

referred to as consumable household income (Lustig 2018). Following the approach of Eurostat 

when examining the change in poverty that is due to housing costs or public transfers (Eurostat 

2018; Maestri 2015), the poverty line is fixed at fifty percent of median disposable household 

income to calculate poverty rates after deducting consumption taxes. By definition, therefore, 

this measure of consumable income poverty will be above the disposable income poverty level. 

The increase in poverty for different household types is estimated. Finally, this article examines 

consumption tax induced poverty of small families, large families, single-parents, single person 

households and couples without children, where ‘small families’ refer to couples with less than 

three children and ‘large families’ to those with three or more.  

To exploit the comparative setting, consumption tax induced poverty is examined across eleven 

OECD countries that show substantial variation in consumption tax rates. To this end, this study 

relies on harmonised income and expenditure data from the Luxembourg Income Study. 

Furthermore, the analysis draws on OECD statistical data from national accounts. To estimate 

taxes on consumption, the Eurostat procedure of calculating implicit indirect tax rates by 

dividing total national household expenditures by consumption tax revenue is applied (for 

further details, see Quest, Moutarlier, and Nicodème 2019). The concept of consumption taxes 

includes all indirect taxes on consumption, such as value-added-taxes (VAT) and excise duties 

on selected products, for instance on cigarettes, alcohol, tobacco or fuel. These different types 

of taxes on consumption are collected ‘indirectly’ insofar, as the state does not collect the tax 

from the person who ultimately bears the tax burden (consumer) but through intermediates (the 

seller). 

By examining consumption tax induced changes in poverty for different household types in 

different countries, this article contributes to our understanding of the social and economic 
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consequences of consumption taxes. More specifically, this study examines how different types 

of households are affected differently and, hence, provides valuable evidence for policymakers.  

 

Previous research 

Recently, scholars addressed the relevance of the tax mix for income inequality at the aggregate 

level (Iosifidi and Mylonidis 2017). Within the last years, however, taxation as a means of 

social policy has been on the rise (Ruane, Collins, and Sinfield 2020). Due to the low 

availability of reliable income and expenditure data on the cross-national level, comparative 

research on consumption taxes is scarce (for a notable exemption, see Figari and Paulus 2015). 

Because consumption is often used as an indicator for the standard of living in low-income 

countries, existing research on indirect taxation often focused on non-OECD countries (Lustig, 

Pessino, and Scott 2014). Most literature on the topic, however, looks at post-consumption tax 

inequality at the aggregate level only (Decoster et al. 2010). These studies highlight the 

regressive nature of indirect taxes and, hence, their particular burden on the poor (Newman and 

O’Brien 2011). Nevertheless, researchers in sociology and economics of the family have 

lamented the lack of attention towards the role of consumption taxes in the redistributive effort 

of taxes and public transfer systems when investigating poverty rates for different types of 

households (Maldonado and Nieuwenhuis 2015; Rothwell and McEwen 2017). This article 

aims to fill this gap.  

Regressivity and inequality 

Previous research uniformly highlighted the regressive nature of indirect taxes (Prasad and 

Deng 2010; Ruane et al. 2020). In general, a tax is called ‘regressive’ when the share of income 

spent on the tax decreases with income. Studies evaluated the regressivity of consumption taxes 

and the corresponding distribution of indirect tax burdens across the income strata (Decoster 

2005; Decoster et al. 2010). National case studies provided compelling evidence of how 
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consumption taxes elevate the Gini index (Rossignolo 2018). Others examined the overall 

change in income inequality that emerges after taking consumption taxes into account across a 

wider range of countries (Blasco, Guillaud, and Zemmour 2020; Figari and Paulus 2015). 

Blasco et al. estimate a rise in the Gini index due to consumption taxes of about 0.03 at the 

mean. However, the change in inequality that is due to consumption taxation provides only a 

general picture. While a change in Gini could also come from changing patterns in the upper 

income strata, the focus on poverty allows for particularly addressing those who consumption 

taxes do the most harm to.  

Poverty 

As Martin and Prasad (2014) pointed out, little is known regarding how taxes affect the poor. 

This is particularly true for regressive consumption taxes. Starting from a historical perspective, 

Newman and O’Brien (2011) impressively document the lasting reliance of the Southern U.S. 

states on regressive taxes and the corresponding implications for the poor. Nevertheless, taking 

an international perspective, consumption taxes are rather low in the U.S. Comparative 

literature emphasises that consumption taxes are higher in European countries, particularly in 

the Scandinavian welfare states (Prasad and Deng 2010). Other studies highlight the 

distributional effects of singular indirect taxes such as a carbon tax (Berry 2019). Most research 

on poverty and indirect taxation, however, examines its effects in low- and middle-income 

countries only. These studies are mainly attributed to the ‘Commitment to Equity’ project, 

which aims to reduce inequality and poverty by providing comprehensive tax incidence analysis 

for policymakers (Lustig 2018). Scholars of the project provided invaluable insights into the 

modification of poverty due to consumption taxation. They show an increase in poverty rates 

in Argentina (Rossignolo 2018), Brazil (Pereira 2018), Chile (Martinez-Aguilar et al. 2018), 

and many other Latin American, African, and Arabic countries due to consumption taxes 
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(Lustig 2018). A major focus of these studies is how the modification of poverty varies between 

rural and urban regions and among ethnic groups (see, e.g., Cabrera, Lustig, and Morán 2015). 

Methodologically, these studies focus on extreme poverty lines, such as having disposable 

income below $2.50 per day. They, therefore, hold the poverty line constant before and after 

the subtraction of indirect taxes. While applying an extreme poverty concept to European 

countries does not seem fruitful, the idea of a fixed poverty line could provide valuable insights 

in the change in poverty rates when subtracting consumption taxes.  

Besides the scarce research on consumption taxes and poverty, there is a bulk of literature on 

poverty and welfare state efforts, examining for instance social expenditure and poverty 

(Caminada, Goudswaard, and Koster 2012) or poverty and social rights (Alper, Huber, and 

Stephens 2020). Furthermore, studies scrutinised the significance of social policy systems for 

single-mother poverty (Brady and Burroway 2012; Chzhen and Bradshaw 2012). In addition, 

previous research evaluated poverty and social policy by addressing policy instruments 

separately (Leventi, Sutherland, and Tasseva 2019) or in the light of targeting and universalism 

(Brady and Bostic 2015). For an overview of how policy and institutions shape poverty, see 

Brady and Burton (Brady and Burton 2017). While these and many other studies provided 

invaluable insights into the reduction of poverty due to tax and transfer systems, they did not 

consider consumption taxes. 

Hence, an examination of variations in poverty due to indirect taxation across household types 

is still missing. If different household types are affected differently due to their household 

composition, then redistribution through consumption taxes is not just about vertical inequality 

but about penalising specific family formations. Thus, in the following, the main conceptual 

determinants of differences across household types are discussed. 
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Conceptual background 

The effects of indirect taxation on the poverty rates of different types of households might differ 

from the overall findings of increased inequality and poverty in previous literature due to two 

major factors: First, household types are not distributed equally across the income strata, with 

some types of households being more prevalent among the poor than others. Second, types of 

households have systematically different consumption levels, depending on the similarity of 

consumption needs and economies of scale. In addition, cross-country differences in indirect 

tax rates should lead to further variations in consumption tax induced poverty among household 

types across countries.  

Income position 

As known from the labour market literature, single parents are particularly prevalent among the 

poor, while couples without children generally enjoy positional advantages (Maldonado and 

Nieuwenhuis 2015). In general, the lack of a second earner and shared childcare and 

homemaking arrangements provide difficulties in time and money management. Because the 

vast majority of single parents are women, gender disparities might add to these structural 

employment disadvantages. Nevertheless, large families are known as well to be more likely at 

risk of poverty. For instance, in families with three and more children, mothers’ educational 

attainment tends to be lower and early childbearing higher in the UK (Bradshaw et al. 2006). 

Both patterns affect labour market earnings and, hence, increase the probability of poverty 

(Laird et al. 2018).  

In the present study, the mean equivalised disposable household income of the five household 

types reflect these patterns. With a mean equivalised monthly income of $23000 in purchasing-

power-parity adjusted US dollars across countries, couples without children are on average 

better off than all other household types although little different from small families ($22900). 

Single person households ($17600) and large families ($19700) on average have a lower 
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income, with single parents ($16400) being the worse positioned household type across 

countries. Noteworthy, disposable household income does already take government transfers 

into account. Consumption taxes paid may, hence, replicate this picture.  

Consumption  

Consumption expenditure generally varies across the income strata. While affluent households 

spend more in absolute terms, the share of income to be consumed decreases with increasing 

income. Poor households spend a higher share of their disposable income on consumption 

simply because consumption does not increase proportionally with income. Figure A1 in the 

appendix shows how consumption as a share of disposable income decreases with increasing 

income quintiles in the study at hand. In addition, different household types have different 

consumption patterns. Therefore, they differ in their expenditure shares with large families, 

small families, and single parents spending a higher share of their disposable income on 

consumption when compared to couples without children.  

Consumption expenditure varies across household types due to household size and household 

composition (Nelson 1988). Larger families likely need to spend more on basic consumption 

such as food and electricity to make ends meet because they have more mouths to feed. 

Nevertheless, economies of size could alleviate the consumption pressure for larger households. 

Unlike single person households, for instance, they can share durable goods, such as washing 

machines, cars, and electricity costs. Economies of scale, however, might depend on the 

similarity of consumption needs. Besides durable goods and food, the consumed goods of 

children and adults might be rather different from each other. For instance, new parents in the 

U.S. spend up to $125 a month on diapers (Massengale, Erausquin, and Old 2017). To account 

for the heterogeneity of consumption needs, researchers apply equivalisation methods with 

different underlying assumptions regarding economies of scale (Lanjouw, Milanovic, and 

Paternostro 1998). Previous research indicated that the consumption needs of household 
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members vary by individual demographic characteristics, such as age (Fernández-Villaverde 

and Krueger 2007) and gender (Sobhani and Babashahi 2020). Hence, the household’s 

demographic composition is pivotal when addressing economies of scale. If, for instance, the 

consumption needs of household members are divergent, the household would need more 

income to achieve a similar standard of living as a household with rather similar consumption 

needs among its members. Therefore, families with similar needs (for instance, couples without 

children) might benefit more than families with diverging consumption necessity (e.g., large 

families). Single person households, however, might not benefit from economies of scale at all. 

Hence, it is expected that couples without children benefit most from economies of scale due 

to similarity of consumed goods. In other words, because the differences in economies of scale 

materialise in differences in consumption expenditure levels, some household types pay 

relatively more consumption taxes and should, therefore, be more vulnerable regarding to 

consumption tax induced poverty.  

Indirect tax rates 

Consumption taxes vary greatly across countries and may be collected in different ways. Within 

the OECD, value-added-tax rates (VAT) vary between zero in some states in the U.S. and 

twenty-seven percent in Hungary (OECD 2018). Many countries apply reduced rates for basic 

consumption, such as food and beverages; other countries do not tax certain goods at all. 

Beyond the value-added-taxes, countries levy excise duties on selected products, such as 

cigarettes, alcohol, tobacco, or fuel. In general, these excises serve to make undesired behaviour 

more expensive (Morse 2009) and provide a stable revenue for the state (Beckert and Lutter 

2009). Estimating the implicit tax rate of all household expenditure, Blasco et al. (2020) confirm 

significant cross-country differences in indirect taxation. By dividing the total indirect tax 

revenue by the total household expenditure, the implicit tax rate is calculated from national 

statistical accounts. It, therefore, also incorporates all excise duties beyond the general VAT 
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system. Hence, in most countries the implicit indirect tax rate is above the standard VAT rate 

and should provide a more comprehensive picture. Whilst the implicit consumption tax rate in 

Eastern European countries easily exceeds twenty percent, Switzerland surpasses the ten 

percent threshold only marginally. Table A1 in the appendix shows VAT and implicit indirect 

tax rates for the 11 OECD-countries in the study. 

 

Analytical strategy 

Data 

This study draws on microdata from the Luxembourg Income Study Database (LIS 2021). LIS 

is a cross-national collection of national datasets containing harmonised data on taxes, income, 

and consumption expenditure. The country selection is restricted to those countries with full 

income and expenditure information at the household level. The eleven countries listed in Table 

A1 provide all requested information and are particularly well suited for two reasons: First, this 

country selection is not bound to an European setting only; although, all of them are OECD 

countries. Hence, the countries differ substantially in their institutional contexts, be it socially, 

culturally, or politically. Therefore, external validity should be considerable at least across the 

wider OECD area. Second, these countries provide significant variation in their consumption 

tax rates with implicit indirect tax rates ranging from below ten percent to over thirty percent.  

The implicit consumption tax rate is derived from OECD data using the procedure documented 

by Eurostat (Quest et al. 2019). The implicit consumption tax approach divides the total 

consumption tax revenue by nationally aggregated household expenditure. The resulting tax 

rate on national consumption, hence, is implicit insofar as it does only provide implicit 

information on the statutory tax rate. In line with previous research, it is assumed that the tax 

burden falls entirely on the consumer (Lustig 2018). 
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All income information is equivalised on a per capita basis, which divides the household income 

by the number of household members. Unlike other equivalisation approaches, per capita 

equivalisation does not assume economies of scale. Since indirect taxes are endogenous to 

consumption expenditure and, hence, depend on economies of scale, equivalisation methods 

accounting for economies of scale may hide the variation of interest.1 Ultimately, households 

are weighted using the LIS weights to make the results nationally representative. Missing 

expenditure information is imputed using multiple imputations (m = 5).2  

Concepts  

The main outcome of interest is the poverty status of each household. In line with previous 

research, poverty is measured as below fifty percent of median disposable household income. 

As mentioned above, consumable income poverty is defined as consumable income below this 

fixed poverty. Hence, by definition, consumable income poverty will be higher than disposable 

income poverty – given that every household has to pay at least some consumption taxes. A 

fixed poverty line is a common tool when, for instance, quantifying the effect of housing costs 

or social transfers on poverty (Eurostat 2018) or the poverty alleviating effects of policy 

instruments (Leventi et al. 2019). Following the literature, consumable income is estimated by 

subtracting the consumption taxes paid from disposable household income for every 

household.3 Consumable income, hence, can be denoted as  

𝑠𝑠ℎ𝑖𝑖𝑖𝑖 = 𝑎𝑎ℎ𝑖𝑖𝑖𝑖 − (𝑠𝑠𝑖𝑖 ∗ 𝑖𝑖𝑠𝑠𝑚𝑚𝑐𝑐) 

where 𝑎𝑎ℎ𝑖𝑖𝑖𝑖 refers to the disposable household income of household 𝑖𝑖; 𝑠𝑠𝑖𝑖 is the consumption 

expenditure of that household, and 𝑖𝑖𝑠𝑠𝑚𝑚𝑐𝑐 represents the implicit consumption tax rate of country 

𝑠𝑠. Accordingly, consumable income poverty is defined as whenever  

𝑠𝑠ℎ𝑖𝑖𝑖𝑖 < 𝑎𝑎ℎ𝚤𝚤� 𝑐𝑐 ∗ 0.5 

where 𝑎𝑎ℎ𝚤𝚤� 𝑐𝑐 represents the median per capita disposable household income of country 𝑠𝑠.  
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Holding the poverty line constant across income concepts allows to quantify the increase in 

poverty from disposable to consumable income (i.e., the increase in the head-count ratio). In 

addition, the poverty line is not endogenous to other households’ consumption behaviour. 

However, the usual pitfalls of addressing poverty with a head-count ratio still apply – most 

notably the fact that the poverty rate does not change if the positions of the poor worsen (for a 

detailed discussion, see Sallila, Hiilamo, and Sund 2006).  

This article aims to scrutinize consumption tax induced poverty across household types. As 

outlined above, the household types can be couples without children, small families (couples 

with one or two children), large families (couples with three children or more), single parents, 

or single person households. These household types make up the vast majority of households 

in all countries and are distinguishable with regards to household size and composition. 

Noteworthy, households that do not fit into this scheme (such as living with non-relatives) are 

not reported in the main analysis due to the lack of underlying conceptual expectations.  

Method 

The study at hand empirically addresses the change in poverty by comparing disposable and 

consumable income poverty rates across household types and countries. Furthermore, 

consumption tax induced poverty is assessed by constructing a dummy indicating a change 

from non-poor to poor as the dependent variable. The indicator equals one whenever a non-

disposable-income-poor household becomes consumable-income-poor after subtracting 

consumption taxes. As a supplementary analysis, separate logistic regression models are 

estimated for each country in the study. Here, the household type indicator is regressed on the 

change in poverty status indicator described above. In addition to the household type variable, 

the following socio-demographic characteristics are included in the analysis due to their general 

association with poverty. The analysis includes the head of household’s education, provided by 

LIS as low, medium, or high. The models also control for the head’s age, squared age, gender, 
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and labour force status. Average marginal effects are presented due to the straightforward 

interpretation and comparability of coefficients (Mood 2010).  

 

Results 

This study aims to evaluate the change in poverty rates before and after deducting consumption 

taxes (consumable income poverty) and the increase in poverty (consumption tax induced 

poverty) across household types. This section begins with descriptively showing levels of 

poverty across household types and countries. Table 1 indicates the headcount ratio of people 

with less than fifty percent of median per capita disposable household income for disposable 

and consumable income across household types and countries. As the table indicates, notably 

variation in poverty rates and poverty increases across countries and household types exist.  
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Table 2: Headcount ratio at consumable and disposable income per country and household type (poverty line at 50% of median per capita disposable household income) 

  Australia Switzerland Estonia France Hungary Israel Italy South 
Korea Mexico Poland Slovenia 

All 

Consumable 
income 16.49 12.56 22.15 19.90 19.02 29.75 24.38 19.02 21.57 17.37 19.15 

Disposable 
income 10.43 8.79 12.22 12.36 8.32 21.15 17.43 12.84 17.54 9.78 8.74 

Couple 
w/o 

children 

Consumable 
income 12.12 5.83 7.16 5.82 8.27 11.76 6.72 27.98 12.57 5.27 11.05 

Disposable 
income 4.97 3.70 2.83 2.64 2.60 5.77 2.96 22.71 9.76 2.54 3.34 

Small 
family 

Consumable 
income 12.62 13.18 21.60 18.64 17.40 15.66 26.67 11.16 16.49 13.64 20.38 

Disposable 
income 7.60 8.16 11.86 10.35 5.92 8.98 17.70 5.89 12.84 6.72 10.24 

Large 
family 

Consumable 
income 28.42 31.03 41.95 46.73 45.88 45.20 53.73 32.63 36.08 36.22 31.45 

Disposable 
income 20.37 26.20 23.54 34.38 24.99 34.57 43.67 21.31 30.19 22.65 13.60 

Single 
parent 

Consumable 
income 34.89 24.11 35.22 39.14 31.77 34.38 35.31 21.83 17.02 29.70 29.71 

Disposable 
income 26.52 16.95 20.51 25.71 24.69 22.39 27.31 15.16 13.21 18.08 14.90 

Single 
person 

Consumable 
income 8.55 4.44 12.13 10.46 11.12 15.62 6.00 31.83 4.77 4.79 16.02 

Disposable 
income 4.79 3.15 4.49 5.03 3.61 6.15 3.71 23.37 3.03 2.10 5.46 

Note: Own calculations based on LIS data (weighted). 
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As expected, large families and single parents have higher poverty rates. That being said, the 

consumption tax induced increase in poverty of these household types is again above the 

poverty increase of the entire population in most countries. Nonetheless, countries differ 

substantially in poverty increases across household types. For instance, single parents in France 

and Australia have only slightly different disposable income poverty rates. After deducting 

consumption tax payments, however, the percentage of poor individuals in single-parent 

households jumps to roughly thirty-nine percent in France compared to thirty-five percent in 

Australia.  

In general, the higher poverty rates and the higher increase in poverty due to consumption 

taxation for large families and single parents in most countries is in line with the expectations. 

However, this might be entirely attributed to the socio-demographic characteristics of these 

households. For instance, the exceptionally high poverty rates for single person households and 

couples without children in South Korea can be attributed to the extraordinary prevalence of 

poverty among elderly households there (Ku and Kim 2020). It is, therefore, pivotal to address 

the probability of a change in poverty status from the disposable to the consumable income 

measure across household types while controlling for socio-demographic characteristics 

associated with poverty. However, supplementary results from logistic regressions largely 

confirm the pattern presented in Table 1 (see Figure A2 in the online appendix). 

As argued above, the increase in poverty should vary systematically across household types due 

to variations in consumption expenditure. Because members of single parent and large family 

households may have diverging consumption needs, they could be more likely to suffer from 

consumption taxes. Figure 1 indicates the percentage point increase in poverty due to 

consumption tax payments across household types and countries.  
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Figure 

1: Poverty increase due to consumption taxes across households types (poverty line at 50% of median per capita disposable 

income) 

 

Compared to couple households without children, the results show some evidence for a higher 

consumption tax induced vulnerability of large families and single parents but less so for single 

person households. For instance, poverty among French single parent households increases by 

roughly 13 percentage points compared to three percentage point increase for couple 

households without children. Across most countries, poverty increases strongest among large 

families and single parent households while only a moderate increase in poverty is observable 

for couples without children.  

Ultimately, Figure 2 indicates the overall percentage point increase in poverty plotted against 

the implicit consumption tax rate. The pattern reveals a clear positive association between 

consumption tax and poverty increase. For instance, consumption taxes in Slovenia and 

Hungary lead to an increase in poverty of over ten percentage points compared to about four 

percentage points in Mexico or Switzerland—which have lower implicit consumption tax rates. 
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Taken together, the findings clearly indicate the relevance of consumption taxes for any 

discussion on poverty.  

Figure 

2: Overall poverty increase and implicit consumption tax rate (poverty line at 50% of median per capita disposable income) 

 

However, one might argue that the implicit consumption tax approach is not an appropiate 

method because it cannot account for different tax rates on different goods. Since most countries 

apply reduced tax rates on some goods, ideally the composition of the bundle of goods 

consumed by the household would be analysed. Given that many countries apply different rates 

by item (for instance, taxing sparkling wine differently than normal wine), this is not feasible 

with the data. Hence, if, for instance, some household types are more likely to consume goods 

with reduced value added tax rates, the analysis would overestimate the consumption tax burden 

of those household types. Therefore, the findings presented above are replicated with statutory 

consumption tax information from France (Table A2 in the appendix). Figure A3 and A4 in the 

appendix show that poverty estimates from statutory and implicit tax rates lead to almost similar 



Chapter 4 Taking from the disadvantaged 
 

125 
 

results. Hence, the supplementary evidence suggests that implicit tax rates presented in the 

study are a good indicator for statutory rates. Thus, it is the level of consumption that drives 

consumption tax-induced poverty – rather than differences in consumed goods. However, 

findings from a country-case cannot be generalised because consumption patterns could vary 

systematically across countries. As an additional check, the increase in poverty is estimated if 

all consumption would be taxed with reduced VAT rates only (Figure A5 and A6). This 

provides an assessment of the minimal impact of consumption taxes on poverty. Although 

levels decrease substantially, patterns are in line with the findings presented above. 

 

Discussion 

In this study, the association of consumption taxes and consumable income poverty as well as 

consumption tax induced poverty across types of households has been examined in eleven 

OECD countries. Using harmonised data from the LIS, the study has shown that the increase in 

poverty due to the indirect tax payment varies substantially across countries and household 

types. Results indicate higher increases in poverty rates for large families and single parents in 

most countries. The findings, however, vary substantially across countries. associated with a 

higher percentage point increase in poverty. 

The contribution of this study is manyfold. First, by examining the implicit indirect tax rate, the 

study at hand contributes methodologically with an innovative implementation of an economic 

method to social policy research. To the authors best knowledge, this has not been done by any 

social policy study to date. Second, this study contributes to the extensive literature on the 

modification of poverty due to public redistribution. Unlike previous research, however, it 

provides some first insights on poverty levels after the deduction of consumption taxes. The 

study thereby addresses the resources (or the lack of such) of households when accounting for 

the fiscal intervention of indirect taxation. Third, the study advances previous research by 
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examining differences in consumable income poverty across household types. This article, 

therefore, contributes by empirically addressing the differences across types of households that 

emerge due to higher consumption necessity and regressive consumption taxes. By doing so, 

this study sheds light on the unequal life chances of household types at the last redistributive 

stage. 

However, the study at hand is limited in several ways. First, total consumption expenditure in 

the LIS includes the value of self-produced goods, which could bias the estimated tax burdens. 

However, this should be a less severe problem in OECD countries, where self-production is 

rather uncommon. 

Second, poverty ought to be measured in multiple ways. Focussing only on the poverty line 

might be considered a poor measure of the harm consumption taxes do to the disadvantaged. 

However, since there is no straightforward approach to include consumption taxes in poverty 

measurements, the evidence provided in this study can be understood as a starting point for 

future research. Broader considerations of consumption taxes regarding the goals of social 

policy are urgently needed. As argued above, it is pivotal to understand consumption taxes as a 

policy tool affecting living conditions of households and, hence, as a field of genuine interest 

to social policy research. 

The findings are relevant for society and policymakers alike. The study of consumable income 

poverty indicates that the common poverty measure of disposable income neglects the 

dimension of consumption taxes, which substantially shape the affordability of goods. 

Moreover, the comparative view of standard poverty rates across countries disregards 

significant variations in the role of indirect taxes regarding the income distribution. Although 

scholars prominently emphasised the necessity to consider taxation in poverty measurement 

(Brady 2003), many researchers to date seem to think of income taxation only. This study, 

however, particularly emphasises the systematic differences in consumption tax induced 



Chapter 4 Taking from the disadvantaged 
 

127 
 

increased vulnerability across household types. By showing how single parents in particular are 

more likely to be pushed under the poverty line, this study highlights the unequal exposure to 

the hidden income deduction of consumption taxes. Hence, policymakers should bear in mind 

that taxes on consumption are not just particularly a burden on the poor, but furthermore, they 

specifically affect more vulnerable types of households. 
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Notes:  

1 Using alternative equivalisation approaches does not change the general trend or the country 
ordering.  

2 Missing expenditure information is imputed for Australia (45.8%), France (1.6%), and Hungary 

(18.3%). 

3 Ideally, this measure would also include food price subsidies and other indirect subsidies (Lustig 2017). 

Unfortunately, this is not feasible with the data. 
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Appendix Chapter 2 
 

 
Figure A 1: Poverty and levels of fiscal impoverishment (poverty line set at 50% of median equivalised disposable household 
income) 

 

 
Figure A 2: Levels of poverty alleviation by household type (poverty line set at 60% of median equivalised disposable 
household income) 
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Table A 1: Descriptive Statistics: Means 

Country Year N FI 
Quantity 

(%) 

FI 
Intensity 

(%) 

Household type (%) HH with  
unemployment  

benefits (%) 

Multiple 
eaners 

in HH (%) 

Gross HH 
Income 

(log) 
Couple Small 

family 
Large 
family 

Single 
parent 

Single Other 

Austria 2016 4253 03.72 08.62 16.58 42.00 13.56 07.35 14.23 06.29 28.81 64.58 9.84 
Australia 2014 11438 03.15 04.21 16.91 37.89 15.76 08.76 07.71 12.96 09.66 60.09 9.77 
Belgium 2017 4086 04.26 11.29 14.02 40.06 17.47 11.74 11.69 05.02 15.83 58.42 9.50 
Canada 2017 30971 02.33 05.02 18.63 32.46 15.90 06.78 10.07 16.16 21.86 68.03 9.79 
Switzerland 2017 4625 09.78 13.85 17.69 41.28 12.98 08.65 14.19 05.21 11.40 70.85 10.58 
Czech Republic 2016 5254 03.77 05.83 16.19 52.76 09.77 10.29 08.10 02.88 04.58 63.74 9.62 
Germany 2016 13611 04.28 08.25 20.70 40.36 10.10 08.83 16.92 03.10 15.91 62.04 9.87 
Denmark 2013 63453 02.38 09.25 18.11 36.55 11.91 09.96 14.79 08.68 21.46 67.38 9.72 
Estonia 2016 3935 05.02 05.96 15.67 43.00 10.54 07.78 13.57 09.45 13.77 62.54 9.54 
Spain 2016 8509 08.45 06.52 12.55 54.77 08.06 07.61 07.81 09.20 34.02 67.21 9.55 
Finland 2016 7622 00.98 06.00 23.59 36.49 14.49 07.11 16.71 01.60 32.93 64.68 9.71 
Greece 2016 12214 12.87 14.14 11.13 56.25 13.57 05.52 07.24 06.28 06.47 46.79 9.07 
Ireland 2016 3212 01.36 03.28 10.13 41.23 22.11 13.40 05.73 07.39 31.27 61.36 9.04 
Israel 2016 6588 07.88 03.96 06.68 30.23 45.83 06.95 03.82 06.49 02.79 68.73 9.60 
Iceland 2010 2474 03.32 06.42 12.81 40.14 20.82 10.97 09.97 05.29 21.60 76.22 10.17 
Italy 2016 3612 16.00 07.68 08.95 53.27 13.59 08.50 10.91 04.79 04.73 47.70 9.58 
Lithuania 2017 2908 06.78 06.50 14.94 41.84 06.18 12.12 12.83 12.08 16.94 62.17 9.33 
Luxembourg 2013 3028 04.05 11.10 13.18 46.07 15.81 08.76 11.48 04.70 07.38 59.92 10.11 
Netherlands 2013 7949 03.96 08.32 17.22 42.89 14.81 07.79 14.46 02.83 14.25 66.37 9.96 
Norway 2013 1796299 04.25 08.18 14.83 39.03 14.70 09.55 16.46 05.44 08.64 67.57 10.09 
Sweden 2005 11684 02.54 08.77 16.78 37.14 13.91 11.82 19.78 00.57 20.84 62.36 9.47 
Slovakia 2013 3737 04.58 06.75 08.18 48.89 16.87 06.04 06.02 14.01 03.98 68.93 8.99 
United Kingdom 2017 12678 04.27 06.72 18.19 41.29 12.89 12.48 08.50 06.65 01.81 60.81 9.37 
United States 2017 49764 05.80 06.12 16.08 32.14 15.91 10.45 09.08 16.33 03.61 60.57 10.12 

 Note: Poverty line at 60% of equivalised median disposable household income; weighted data. 
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Figure A 3: Households with children and level interaction 

 

 
Figure A 4: The association of poverty rates and levels of fiscal impoverishment 
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Figure A 5: The association of disposable income inequality (Gini index) and levels of fiscal impoverishment 

 

 
Figure A 6: Median share of taxes and transfers for those between 50-70% of median income 
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Figure A 7: Counterfactual impoverishment levels 
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Figure A 2: Association of tax level and tax progressivity 
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Table A 2: Linear regression on Theil index percentage change (family tax benefits) 

 Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) 
          
Level 0.870**  0.858**  1.070***  0.897***  1.024*** 
 (0.279)  (0.266)  (0.295)  (0.256)  (0.305) 
Suits index 0.377**  0.380**  0.443**  0.386**  0.434** 
 (0.134)  (0.139)  (0.150)  (0.135)  (0.150) 
Joint filing  -7.851** -7.504**       
  (2.940) (2.796)       
Income splitting    -2.630 -9.546*     
    (2.595) (4.223)     
Dependent spouse relief      1.015 -1.884   
      (4.825) (3.902)   
Single-parent allowance        6.024 -3.318 
        (3.848) (3.099) 
Constant -7.987 20.055*** -4.751 17.441*** -11.543 16.577*** -8.114 14.304*** -10.848 
 (6.645) (2.728) (6.545) (2.291) (6.845) (1.693) (6.650) (1.493) (7.075) 
R-squared 0.351 0.148 0.486 0.011 0.476 0.002 0.358 0.089 0.366 
N 30 30 30 30 30 30 30 30 30 
Standard errors in parantheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
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Table A 3: Linear regression on Theil index percentage change (family tax benefits): Married vs. others 

 Model (1) Model (2) Model (3) Model (4) Model (5) Model (6) Model (7) Model (8) Model (9) 
          
Level 0.870**  1.030  1.960**  0.980  1.303 
 (0.279)  (0.599)  (0.607)  (0.687)  (0.977) 
Suits index 0.377**  0.364  0.659  0.335  0.451 
 (0.134)  (0.731)  (0.661)  (0.702)  (0.823) 
Joint filing  -14.546 -14.072       
  (11.454) (12.446)       
Income splitting    -29.879* -43.175**     
    (14.754) (16.198)     
Dependent spouse relief      8.291 4.945   
      (11.654) (12.323)   
Single-parent allowance        7.037 -5.365 
        (11.900) (17.694) 
Constant -7.987 27.480*** -1.073 27.637*** -23.223 18.898** -6.809 18.612*** -11.767 
 (6.645) (5.025) (21.448) (5.195) (20.487) (6.108) (21.440) (3.213) (29.073) 
R-squared 0.351 0.060 0.124 0.170 0.371 0.018 0.074 0.014 0.072 
N 30 30 30 30 30 30 30 30 30 
Standard errors in parantheses 
* p < 0.05, ** p < 0.01, *** p < 0.001 
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Figure A 3: Linear regression coefficients of separate tax characteristics 

 

 
Figure A 4: Linear regression coefficients of separate tax characteristics 
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Figure A 5: Linear regression coefficients of separate tax characteristics (married vs. others) 

 

 
Figure A 6: Linear regression on Theil index percentage change (Tax structure) 
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Figure A 7: Linear regression coefficients of separate tax characteristics 

 

 
Figure A 8: Linear regression coefficients of separate tax characteristics (married vs. others) 
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Figure A 9: Linear regression coefficients of separate tax characteristics (vertical inequality) 

 

 
Figure A 10: Linear regression coefficients of separate tax characteristics (Jackknife standard errors) 
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Figure A 11: Linear regression coefficients of separate tax characteristics (Jackknife standard errors) 

 

 
Figure A 12: Linear regression coefficients of separate tax characteristics (married vs. others - jackknife standard errors) 
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Appendix Chapter 4 
 

 
Figure A13: Average median consumption expenditure share per income quintile across countries 

Source: Own calculation based on LIS data. 

 

 

Table A4: VAT rates and implicit indirect tax rate (ITR)  

 Year Standard VAT  Reduced VAT  Implicit ITR N 
Mexico1 2016 16.0 - 09.72 70286 

Switzerland 2004 7.6 3.6/2.4 10.90 3225 
Australia 2010 10.0 0.0 13.75 17920 

South Korea 2012 10.0 0.0 18.22 10313 
Italy 2016 22.0 10.0/5.0/4.0 19.04 7284 

France 2010 19.6 5.5/2.1 19.58 15594 
Estonia 2000 18.0 5.0 19.86 5844 
Poland 2016 23.0 8.0/5.0 19.96 36577 
Israel 2016 17.0 - 20.44 8836 

Slovenia 2015 22.0 9.5 23.82 3727 
Hungary 2015 27.0 18.0/5.0 33.40 2771 

Source: LIS, OECD and Eurostat. 

Note: 1 The implicit indirect tax rate is well below the VAT rate. This could be due to significant household 
consumption in the shadow economy that remains untaxed.  
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Figure A14: Difference in the probability of falling under the poverty line due to consumption taxes compared to couple 

households without children (poverty line at 50% of median per capita disposable income) 

Note: Spikes indicate 95% confidence intervals (robust standard errors). 

 

Statutory tax information for France 2010 

Statutory VAT rates and selected excise taxes are used to estimate household consumption tax payments 
based on household expenditure per COICOP category. Notably, due to data availability, not all excise 
taxes are included and results should be interpreted as minimum values.  

Table A2: Statutory tax rates per COICOP category in France 2010 

Classification of Individual Consumption by Purpose (COICOP)  VAT 
(%) 

Excise tax (as % 
of retail price) 

Total 
tax (%) 

1 Food and non-alcoholic beverages 4.00 
 

4.00 
2 Alcoholic beverages, tobacco and narcotics 19.60 39.601 59.20 

3 Clothing and footwear 19.60 
 

19.60 
4 Housing, water, electricity, gas and other fuels 4.10 7.902 5.304 

5 Furnishings, household equipment maintenance 15.20 
 

15.20 
6 Health 7.00 

 
7.00 

7 Transport 17.80 44.903 31.355 

8 Communications 18.90 
 

18.90 
9 Recreation and culture 16.50 

 
16.50 

10 Education 0.00 
 

0.00 
11 Restaurants and hotels 5.50 

 
5.50 

12 Miscellaneous goods and services 16.70 
 

16.70 
Sources: Eurostat Experimental statistics (Eurostat, 2020), OECD Consumption Tax Trends (OECD, 2020) and 
Ngo et al. (2021). 
Notes. 1 Mean excise tax on alcoholic beverages (15.2%) and tobacco (64.0%). 
2 Only light fuel oil for households. 
3 Based on a gasoline litre price of 1.35€ in 2010 with an excise of 0.606€ per litre. 
4 Estimation based on 15 per cent of French households heating with light fuel oil. Not including other excises 
on electricity and gas. 
5 Estimation based on half of transport expenditures spent on fuel, see European Environment Agency (2021). 
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Figure A3: Consumable income poverty rates per household type estimated with implicit tax vs. statutory tax information in 

France 
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Figure A4: Consumption tax impoverishment per household type estimated with implicit tax vs. statutory tax information in 

France 

 

Figure A5: Poverty increase due to consumption taxes across household types compared to couple households (poverty line 
at 60% of median per capita disposable income) 
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Figure A6: Overall poverty increase and implicit consumption tax rate (poverty line at 60% of median per capita disposable 
income) 
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Summary 
 
In the light of rising income and wealth inequality, taxation once more emerges as a tool of 

redistribution and stratification. Intuitively, we might think of taxes as policy instruments that 

obviously reduce inequality and diminish poverty. But among whom is inequality reduced? 

Whose poverty (and what poverty) is diminished, and is it really reduced? Asking such 

questions might appear unnecessary at first. Common sense and everyday knowledge could 

judge these curiosities as misplaced because the answers seem obvious. This dissertation is 

about the fact that it is not.  

To shed light on the myriad effects of taxes on inequality, poverty and redistribution, the studies 

at hand deviate to some degree from the general vertical perspective—that is, the social ordering 

from rich to poor—and investigate tax policy as social policy for different types of families. 

The horizontal perspective—that is, the social ordering of different family types regardless of 

their income position—allows for emphasizing the pivotal role of taxation in structuring 

individual life chances independently of any seemingly obvious redistribution from rich to poor: 

do taxes treat different types of families differently? If so, who gains and who loses?  

In order to grasp the countless ways in which different tax systems (and different taxes) shape 

the economic positions of families, I split the general question into three sub-questions: 

• What fraction of households are pushed below the poverty line as a net result of the 

income tax and transfer system? Does this vary by family type? 

• How does income taxation modify horizontal income inequality between family types? 

• How do consumption taxes elevate poverty across family types? 

Each sub-question is addressed in a separate paper. The first article aims at a general assessment 

of the fiscal impoverishment of households. It shows how taxes and transfers do not only serve 

to lift people out of poverty, but simultaneously push others (further) into poverty. This 

perspective clearly indicates the stratifying nature of the tax system. The second article expands 

the understanding of family-related tax treatment by showing how tax policies targeted towards 

specific types of families hinder redistribution and strengthen inequality between families. 

Finally, the third article serves to illustrate the relevance of the tax system for stratification 

beyond the income and payroll tax system and indicates how family types are hit differently by 

consumption tax payments. All papers contribute through each specific angle to our 

understanding of taxation and stratification among different family types. 
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Zusammenfassung 
 

Angesichts zunehmender Einkommens- und Vermögensungleichheit rückt Besteuerung als 

Instrument von Umverteilung und sozialer Schichtung in den Blick. Intuitiv werden Steuern 

gerne als politisches Instrumentarium betrachtet, welches ganz offensichtlich Ungleichheit 

verringert und Armut reduziert. Aber welche Ungleichheit wird verringert? Wessen Armut (und 

welche Armut) wird reduziert, und wird sie überhaupt verringert? Es mag zunächst unnötig 

erscheinen, solche Fragen zu stellen, weil die Antworten selbstverständlich erscheinen. In 

dieser Dissertation geht es um die Tatsache, dass dem nicht so ist.  

Um die vielfältigen Auswirkungen von Steuern auf Ungleichheit, Armut und Umverteilung zu 

beleuchten, weichen die vorliegenden Studien bis zu einem gewissen Grad von der allgemeinen 

vertikalen Perspektive—d. h. der sozialen Schichtung von reich nach arm—ab und untersuchen 

Steuerpolitik als Sozialpolitik für verschiedene Familientypen. Die horizontale Perspektive—

also die soziale Schichtung verschiedener Familientypen unabhängig von ihrer 

Einkommensposition—erlaubt es, die zentrale Rolle der Besteuerung für die Strukturierung 

individueller Lebenschancen unabhängig von einer scheinbar offensichtlichen, vertikalen 

Umverteilung von Reich zu Arm zu betonen: Werden verschiedene Familientypen durch 

Steuern unterschiedlich behandelt? Wenn ja, wer profitiert und wer verliert?  

Um die zahllosen Wege zu untersuchen, durch welche verschiedene Steuersysteme (und 

unterschiedliche Steuerarten) die ökonomische Position von Familien beeinflussen, wird das 

Forschungsvorhaben in drei Teilabschnitten untersucht: 

• Welcher Anteil der Haushalte wird durch das Einkommensteuer- und Transfersystem 

unter die Armutsgrenze gedrückt? Variiert dies je Familientypus? 

• Wie verändert die Einkommensbesteuerung die horizontale Einkommensungleichheit 

zwischen Familientypen? 

• Wie erhöhen Konsumsteuern die Armut verschiedener Familientypen? 

Jeder Teilaspekt wird in einem eigenen Beitrag behandelt. Der erste Artikel zielt auf eine 

allgemeine Bewertung der steuerbedingten Verarmung von Haushalten ab. Er zeigt, wie 

Steuern und Transfers nicht nur dazu dienen, Menschen aus Armut zu befreien, sondern 

gleichzeitig ebenso Menschen (weiter) in Armut drücken. Diese Perspektive zeigt den 

stratifizierenden Charakter des Steuersystems. Der zweite Artikel erweitert das Verständnis der 

familienbezogenen steuerlichen Behandlung, indem er zeigt, wie eine auf bestimmte 
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Familientypen ausgerichtete Steuerpolitik Umverteilung behindert und Ungleichheit zwischen 

Familien verstärkt. Der dritte Artikel dient schließlich der Veranschaulichung der Bedeutung 

des Steuersystems für die soziale Schichtung über das Einkommens- und Lohnsteuersystem 

hinaus und zeigt auf, wie Familientypen unterschiedlich von Konsumsteuerzahlungen betroffen 

sind. Alle Beiträge tragen durch ihren jeweiligen Blickwinkel zu unserem Verständnis von 

Besteuerung und sozialer Schichtung unterschiedlicher Familientypen bei. 
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