
The VOTE Textbook 

Student Notes 

Chapter 13:  Income Distribution 
 
 
Opening Story: The fisherman 
 
Income Distribution is how a nation’s income is divided among the people who 
live there (in other words, who gets what).  
 

Different from livelihood, which is about people being able to meet their basic 
material needs.  

 
The Golden Moment 

Shared Problem: Income inequality can cause social conflict  
Shared Goal: Income that rewards people fairly 

 
Two ways to talk about money:  

 
1. Income (money received on a regular basis) 

 
• Work: wages, salaries, pensions 

• Ownership: rents, interest payments, profits, and more 

• Government Transfer Payments: unemployment benefits, Temporary 
Assistance to Needy Families (TANF), SNAP, and more 

 
2. Wealth (value of all assets owned) 

 

• Stocks and Bonds 
• Real Estate 
• Businesses 

• Other Valuables: art, jewelry, gold, and more 
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What is “fairness”?   
 

1. Workplace Discrimination: Rejected by all three economic perspectives 
as being morally wrong and bad for the economy. 
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Radical solution: Use antidiscrimination councils made up of 
stakeholders to establish policies and standards for worker-owned firms 
to follow.  
 
Liberal solution: Use government legislation, fines, and lawsuits against 
firms to motivate firms to change behavior.  
 
Conservative solution: Use the invisible hand of price signals to change 
behavior because it costs firms more to discriminate.  

 
2. Workplace Rewards: Perspectives don’t agree on what’s fair and argue 

about it.  
 

• Are salaries equal to contributions?  
• Does everyone have an equal chance to get hired?  
• How are decisions made about salaries?  

• Are rewards determined appropriately in the first place?  
 
Shared Tools: Lorenz Curves and Gini Coefficients 

 
Lorenz curve: Shows income or wealth distribution for a state, region, country, 
or the whole world. It’s a descriptor that makes no judgment. Every 
perspective uses this tool.  

 

 
 
Conventional Tools: Wages and Marginal Revenue Product 
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The Law of Diminishing Marginal Returns 
 

There is one machine in one factory (fixed inputs), and it is used by the first 
worker (variable input). One by one, additional workers are hired, and 
together they produce more efficiently using that machine. But at a certain 
point, too many workers are crowded around the machine and their 
marginal output begins to decrease.  
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Since any of the workers could have been the 6th worker, everyone is the 6th 
worker.  
 
Liberal & Conservative Conclusion:  People get paid what they contribute to 
output. 
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Radical Tools: Unhealthy Communities and Healthy Communities 

 
Radicals use the six core points as tools to analyze economic issues.  
 

• Ownership 

• Governance 

• Meeting people’s basic material needs 
• Production 
• Sustainability 

• Communities 
 

Radicals select the core point that makes the most sense for a particular issue. 
For income distribution, it is communities.   

 



 The VOTE Textbook, Student Notes, Chapter 13, Page 7 

Drill down into communities in capitalism: 
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Drill down into communities in democratic socialism: 
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Discussion Story: Roger Bannister and the four-minute mile 
 
Understanding Income Distribution 
 

 
 



 The VOTE Textbook, Student Notes, Chapter 13, Page 12 

 
 

When people get stuck in the lowest quintile, it’s the poverty trap. When 
families stay trapped over generations, it’s the cycle of poverty.  

 
Comparing Income Distribution 
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Inequality of Income Before and After Taxes, 2014 

 
 

Three Categories of Taxes  
    
1. Flat/Proportional 

A tax with a single tax rate, regardless of total amount taxed. 
 

2. Progressive  
A tax that charges a higher percentage as the total amount taxed increases. 
(Designed to help the poor.)   
 

3. Regressive  
A tax that charges a lower percentage as the total amount taxed increases.  
(Designed to help the rich.) 
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Three Categories of Taxes  

 
 

Six Types of Taxes 
 

1. Capital Gains Tax  
A tax on the profit earned from the sale of an asset (e.g. stocks, bonds, 
precious metals, property.)   
 

2. Consumption (Sales) Tax   
A tax on products people buy rather than on what they earn.  
 

3. Estate Tax  
A tax on the assets of a deceased person before being distributed to 
their heirs.  
 

4. Income Tax  
A tax on your paycheck, plus other income such as dividends on stocks, 
money from rents, and so forth.   
 

5. Property Tax 
A tax on real estate (land and buildings) and sometimes also on cars, 
boats, motorcycles, and other tangible property.  
 

6. Wealth Tax  
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Federal taxes on your total net worth, which is all your assets minus 
your debts.  

 
Government Transfers 
  

Benefits include programs such as Social Security, Medicare and Medicaid, 
and SNAP (food stamps). 

 
A Universal Basic Income (UBI) gives a set amount of money to every adult 
of a certain age on a monthly or annual basis to use as they choose.  

 
Three-in-One Activity: “It’s Off to Work We Go” 
 

 
 
Voices on Income Distribution 
 

Liberal 
 

Response to discussion story: Roger Bannister succeeded in part because 
he had opportunities that gave him a head start. A level playing field lets 
everyone do their best.  
 
Voice: Pages 438-442 
Summary: Page 443 
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Talking Points: Page 444 
 

 
 

 
 

Conservative 
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Response to discussion story: Roger Bannister worked tirelessly to 
accomplish the impossible. The motivation to bring our best comes through 
competition for just rewards. 
 
Voice: Pages 445-449 
Summary: Page 450 
Talking Points: Page 451 
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Radical 
 

Response to discussion story: Roger Bannister won in part because it takes 
the cooperation of many people to accomplish great things. They should 
also be justly rewarded.  
 
Voice: Pages 452-456 
Summary: Page 457 
Talking Points: Page 458 
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Shared Outcome: Income that rewards people fairly. 
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