Marginal tax rate (Handout 2)
In the United States, we have a progressive income tax. This means that as you make more money, the percentage that goes to taxes increases. A version of a progressive tax system is shown below.


If you earn:

· up to 10,000, you pay 10% of your total income.

· up to 30,000, you pay 10% on the first 10,000 dollars, and 20% on the rest.

· Any amount over 30,000 gets taxed at 30%.

The percentage of your income that goes to taxes on the last dollar of earned income is called your marginal tax rate.

1) What is the marginal tax rate of an individual who earns $5,000 of income?

2) What is the marginal tax rate of somebody who earns $10,000 of income? $15,000? $20,000? $45,000?

3) Make a table of rm​(x), the marginal tax rate on x dollars of earned income.

4) Make a graph of rm​(x).

5) Write the equation for rm​(x), including the piecewise domain restrictions.

6) Calculate how much tax you would pay if you earn $9,000. Show work.

7) Calculate how much tax you would pay if you earn $15,000. Show work.
