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REFLECTION ON DIMINISHING MARGINAL UTILITY APPLIED TO THE ECONOMY WITH RESPECT 
TO THE NEEDS' PYRAMID AND A NEW VISION OF THE TAX SYSTEM 

by Javier Ortiz Amuriza 

 
Introduction 
 

This aim of this text is simply to reflect on the Principle of Diminishing Marginal Utility applied 
to the economy with respect to Maslow's needs' pyramid in a very basic way and to see the 
possibilities it offers when it comes to conceiving a different tax model. 
 
The Principle of Diminishing Marginal Utility applied to money 
 
We could say that money has an explicitly different usefulness to people depending on the 
level of satisfaction of the needs of each person.  
 

 

 
 
If we look at the needs in Maslow's pyramid we can see that, at first, money proves of 
considerable use as it enables us to meet our basic ones (food, clothing, shelter, etc.). Once 
these have been covered, the explicit utility provided by money enters the sphere of 
psychology, where albeit important it would seem reasonable to conclude that it is not as 
important as it was for the previous level, and so on successively. 
 
A new tax model 
 
On the basis of the foregoing, it would be possible to design a tax system based not only on 
income and accrued wealth, but also on the marginal utility it provides to each individual and 
to society.  
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A system that empowers the state to intervene in favour of a greater return on resources for 
people and that considers cases which, once the first four pyramid levels have been covered, 
makes it possible to reach the last one and impossible that there be resources that have 
become stagnant, non-productive and devoid of life.  
A model that promotes the redistribution of resources encouraging the spending of those who 
have as an exercise in income redistribution and ensuring access to products and services for 
all, in favour of a more just and responsible society, a more friendly and safer environment for 
all. 
 
Some ideas to this end: 
 

1. A tax system that does not tax income earned as long as this is spent and which does 
not penalise the highest income brackets, simply because they are the highest. We 
understand here that the difference between income can be justified by the 
differences in the time dedicated to, the personal qualifications involved in and the 
responsibility of the job or occupation in question.  
 
We also assume that spending is the main way to redistribute income and involves the 
prosperity of others and that it is essential to guaranteeing the capacity of all of us to 
meet the basic needs: 
 

 
 

2. A tax system that moderates accrual and rationalises by means of heavy taxes for 
those cases in which accrual becomes inefficient owing to the amounts accumulated. 
Controlling it solely to ensure: 

 

 
 

3. A tax system that makes it possible for all to access the top of the needs' pyramid, 
based on avoiding inefficient accumulation and avoiding superfluous wealth or assets 
that will not be used and, thus, are being wasted. 
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A system that acknowledges differences and regulates them, which makes efficient 
accumulation possible and avoids superfluous, non-productive assets. One that avoids 
waste. 
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