TAXES ON THE AVERAGE WORKER

This series, “taxes on a single average worker”, measures
the ratio of the amount of taxes paid by a single average
worker compared with the implied total labour cost for the
employer. This “tax wedge” measure therefore represents
the extent to which the tax system discourages
employment.

Definition

The taxes included in the measure are personal income
taxes, employees’ social security contributions and
employers’ social security contributions. For the few
countries that have them, it also includes payroll taxes. The
amount of these taxes paid in relation to the employment of
one average worker is expressed as a percentage of their
labour cost (gross wage plus employers’ social security
contributions and payroll tax).

An average worker is defined as somebody who earns the
average income of full-time workers of the country
concerned in sectors C-K of the International Standard
Industrial Classification (ISIC). The average worker is single,
meaning that he or she does not receive any tax relief in
respect of a spouse, unmarried partner or child.

Long-term trends

On average, the taxes on an average worker have
decreased slightly since 2000 for the OECD as a whole.
However, there are important differences between
countries. 13 of the 30 OECD member countries
experienced an overall increase in the taxes on an
average worker since 2000. Countries with the largest
increases included Japan, Greece and Korea. Of the

17 countries that have experienced an overall decline,
the largest decreases were for Finland, Ireland and
Sweden.
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Comparability

The types of taxes included in the measure are fully
comparable across countries, as they are based on common
definitions agreed by all OECD countries and published in
Revenue Statistics.

The income levels of the workers are different in each
country, but they are each equal to the average income of
full-time workers in ISIC sectors C-K. Thus, they can be
regarded as income levels that correspond to comparable
types of work in each country.

The information on the average worker’s income level is
supplied by the Ministries of Finance in all OECD countries
and is based on national statistical surveys. The amount of
taxes paid by the single worker is calculated by applying the
tax laws of the country concerned. Thus, the “tax wedge”
measures are therefore the result of a modeling exercise
rather than direct observation of taxes actually paid.
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TAXES ON THE AVERAGE WORKER
Taxes on the average worker
As a percentage of labour cost
2000 2001 2002 2003 2004 2005 2006 2007
Australia 306 273 277 28.0 280 283 283 277
Austria 473 46.9 471 474 48.1 48.0 483 485
Belgium 57.1 56.7 56.3 55.7 55.4 555 555 55.5
Canada 332 320 32.1 320 320 31.9 319 313
Czech Republic 427 426 429 432 435 438 426 429
Denmark 443 436 426 426 M3 411 a3 413
Finland 478 46.4 45.9 45.0 445 446 444 437
France 496 498 49.8 49.8 49.9 50.0 50.2 49.2
Germany 54.0 53.0 535 542 53.2 53.1 53.3 52.2
Greece 385 382 39.0 379 40.0 405 419 423
Hungary 54.6 55.8 53.7 50.8 51.8 51.1 519 54.4
Iceland 26.1 26.9 284 292 294 29.6 295 283
Ireland 289 258 245 242 240 235 230 223
Italy 46.4 46.0 46.0 45.0 454 454 455 45.9
Japan 248 249 305 274 273 277 28.8 293
Korea 16.2 16.4 16.1 163 17.2 17.3 18.2 19.6
Luxembourg 386 37.0 342 347 35.1 35.9 366 375
Mexico 126 132 15.8 16.8 153 147 15.0 15.3
Netherlands 397 372 374 37.1 38.8 387 444 44.0
New Zealand 19.4 19.4 195 197 200 204 211 215
Norway 386 392 386 38.1 38.1 372 374 375
Poland 431 4238 427 43.0 432 434 437 4238
Portugal 373 36.4 36.6 36.8 37.8 373 374 374
Slovak Republic 417 427 425 429 425 38.3 38.5 385
Spain 386 38.8 39.1 385 387 38.9 39.1 38.9
Sweden 50.1 49.1 478 482 484 48.1 478 45.4
Switzerland 30.0 30.1 30.1 297 294 295 295 296
Turkey 404 436 425 422 4238 4238 427 427
United Kingdom 326 322 323 33.8 339 34.0 340 34.1
United States 304 303 30.1 299 298 297 299 30.0
OECD average 378 37.5 375 37.3 375 373 37.7 377
StatLink sz=r¥ http://dx.doi.org/10.1787/544212780653
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