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TAXES ON THE AVERAGE WORKER

Taxes on the average worker measure the ratio between
the amount of taxes paid by the worker and the employer
on the country average wage and the corresponding total
labour cost for the employer. This tax wedge measures the
extent to which the tax system on labour income
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 B-N of the International Standard
Industrial Classification (ISIC Rev. 4). The average worker is
considered single without children, meaning that he or she
does not receive any tax relief in respect of a spouse,
unmarried partner or child.

Comparability

The types of taxes included in the measure are fully
comparable across countries. They are based on common
definitions agreed by all OECD countries.

While the income levels of workers in Sectors B-N differ
across countries, they can be regarded as corresponding 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

Overview

In 2012, taxes on an average worker, on
average, represented around 36% of their total labour
costs across OECD countries. This tax wedge ranged
between 7% in Chile to 56% in Belgium.

On average, taxes on an average worker for the OECD as
a whole have decreased by around 1 percentage
point since 2000. However, there are important
differences between countries. Of the 34 OECD member
countries, 8 countries experienced an overall increase
in the taxes on an average worker since 2000. The
countries with the largest increases
were Iceland, Japan and Mexico. Of the 25 countries
that have experienced an overall decline, the largest
decreases were for Denmark, Finland, Hungary,
Israel and Sweden.
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the tax laws in each country. These tax wedge measures
are therefore derived from a modelling exercise rather than
from the direct observation of taxes actually paid by
workers and their employers.

Sources
e OECD (2013), Taxing Wages, OECD Publishing.

Further information

Analytical publications

¢ Torres, C., K. Mellbye and B. Brys (2012), “Trends in
personal income tax and employee social security
contribution schedules”, OECD Taxation Working Papers,
No. 12.

e OECD (2011), “Taxation and employment”, OECD Tax Policy
Studies, No. 21, OECD Publishing.

e OECD (2007), Benefits and Wages, OECD Publishing.

¢ OECD (2006), “Encouraging savings through tax-preferred
accounts”, OECD Tax Policy Studies, No. 15,

OECD Publishing.

Statistical publications

¢ OECD (2013), Revenue Statistics, OECD Publishing.

e OECD and Economic Commission for Latin America and
the Caribbean (2013), Latin American Economic Outlook,
OECD Publishing.

Online databases

e OECD Tax Statistics.

Websites

¢ Benefits and wages: OECD indicators, wwu.oecd.org/els/
social/workincentives.

¢ OECD Centre for Tax Policy and Administration,
www.oecd.org/ctp.

¢ Tax policy analysis, www.oecd.org/tax/tax-policy.

¢ Taxing wages (supplementary material), www.oecd.org/
tax/tax-policy/taxing-wages.
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Taxes on the average worker
As a percentage of labour cost
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2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Australia 276 280 282 282 285 283 217 26.9 26.7 26.8 26.7 272
Austria 46.9 471 474 48.3 481 485 48.8 49.0 479 48.2 485 48.9
Belgium 56.7 56.3 55.7 55.4 55.5 55.5 55.6 55.9 55.7 55.9 56.1 56.0
Canada 320 321 320 320 31.9 31.9 312 313 30.6 305 30.7 308
Chile 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0 7.0
Czech Republic 426 43.0 432 435 43.7 425 429 43.4 420 421 426 424
Denmark 433 424 424 41.0 40.9 4.0 414 40.9 395 383 384 38.6
Estonia 41.0 4241 423 415 39.9 39.0 39.0 384 39.2 4041 403 404
Finland 46.4 459 45.0 445 446 44.0 439 43.8 425 423 423 425
France 50.3 49.9 50.1 50.3 50.6 497 49.7 49.7 49.8 49.8 49.9 50.2
Germany 51.9 52.5 532 52.2 52.1 52.3 519 51.5 50.9 49.2 49.8 49.8
Greece 38.2 39.3 39.9 414 412 42.3 418 41.0 40.7 39.2 424 419
Hungary 55.8 53.7 50.8 51.7 511 519 54.5 54.1 53.1 46.6 495 49.4
Iceland 29.3 309 315 319 321 318 30.5 309 305 334 341 345
Ireland 259 244 244 241 235 230 222 223 247 258 258 259
Israel 295 30.0 2741 253 249 235 241 217 202 194 194 19.2
Italy 46.6 46.6 46.0 46.3 45.9 46.1 46.4 46.6 46.8 472 476 476
Japan 249 30.5 274 273 217 288 293 295 292 30.2 308 312
Korea 16.5 16.1 16.4 17.0 17.3 18.2 19.7 20.0 195 2041 205 21.0
Luxembourg 357 329 335 33.9 347 353 36.3 347 339 343 36.2 358
Mexico 13.1 15.8 16.7 15.2 147 15.0 159 15.1 15.3 155 187 19.0
Netherlands 374 374 372 38.8 389 384 38.7 39.2 38.0 38.1 38.0 38.6
New Zealand 194 194 195 19.7 20.0 20.4 211 20.5 18.1 17.0 15.9 16.4
Norway 39.2 386 38.1 38.1 37.2 374 375 37.6 373 373 37.6 37.6
Poland 38.0 38.0 38.2 384 38.7 39.0 38.2 347 34.1 34.2 343 355
Portugal 36.4 376 374 374 36.8 375 373 36.9 36.5 371 38.0 36.7
Slovak Republic 425 421 425 422 38.0 383 384 388 37.7 379 388 39.6
Slovenia 46.2 46.1 46.2 46.3 456 453 433 429 422 425 426 423
Spain 38.9 3941 38.6 388 39.0 391 39.0 38.0 383 39.7 40.0 414
Sweden 491 478 482 484 4841 478 453 448 432 428 428 4238
Switzerland 224 224 21.9 217 217 216 219 214 215 216 21.9 215
Turkey 436 425 422 428 428 427 427 39.9 374 37.9 382 382
United Kingdom 322 323 338 339 339 34.0 3441 328 324 326 327 323
United States 30.3 30.1 299 29.8 29.8 299 30.3 29.8 30.1 30.5 296 29.6
EU28 . . “ . . . . . . . . .
OECD 36.4 36.5 36.3 36.3 36.1 36.1 36.1 35.6 35.1 35.0 35.5 35.6
Brazil
China
India
Indonesia
Russian Federation
South Africa
StatLink i=m http://dx.doi.org/10.1787/888933028957
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