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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 may
discourage employment.

Definition

The taxes included 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 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 2014, taxes on an average single worker without
children represented 36% of their total labour costs
across OECD countries on average. This tax wedge
ranged between 7% in Chile to around 56% in Belgium.
The average tax wedge has decreased by 0.7 percentage
points since 2000. However, there are important
differences between countries. Of the 34 OECD
countries, 11 countries have experienced an overall
increase in the taxes on an average worker since 2000.
The countries with the largest increases were Iceland,
Japan, Korea and Mexico. Of the 25 countries that have
experienced an overall decline, the largest decreases
were in Denmark, 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
¢ OECD (2015), Taxing Wages, OECD Publishing.

Further information

Analytical publications

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

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

¢ OECD (2006), “Encouraging Savings Through Tax-
preferred Accounts”, OECD Tax Policy Studies, No. 15,
OECD Publishing.

e 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.

Statistical publications

e OECD (2015), Revenue Statistics, OECD Publishing.

e OECD and Economic Commission for Latin America and
the Caribbean (2015), Latin American Economic Outlook,
OECD Publishing.

Online databases

e OECD Tax Statistics.

Websites

¢ Tax and Benefit Systems: OECD indicators, www.oecd.org/
els/social/workincentives.

¢ 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

Taxes on the average worker
As a percentage of labour cost

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Australia 282 282 285 28.3 217 26.9 26.7 26.8 26.7 272 274 217
Austria 474 48.3 48.1 485 48.8 49.0 47.9 48.2 485 48.8 49.2 49.4
Belgium 55.7 55.4 55.5 55.5 55.6 55.9 55.7 55.9 56.1 56.0 55.7 55.6
Canada 317 319 319 31.8 313 313 305 30.4 30.7 30.8 31.0 315
Chile 70 70 70 70 70 70 7.0 70 70 7.0 70 70
Czech Republic 432 435 437 425 429 434 420 4241 426 425 425 426
Denmark 424 41.0 409 41.0 4141 409 395 38.3 384 385 38.2 38.1
Estonia 423 415 39.9 39.0 39.0 384 39.2 401 403 404 39.9 40.0
Finland 448 442 444 440 439 438 425 423 423 425 4341 439
France 50.1 50.3 50.5 49.7 49.7 49.8 49.8 49.9 50.0 50.1 48.9 484
Germany 532 52.2 52.1 52.3 51.8 51.3 50.8 491 49.7 496 492 49.3
Greece 39.9 414 412 423 421 415 413 40.1 432 429 416 404
Hungary 50.8 51.7 511 51.9 545 54.1 53.1 46.6 495 495 490 49.0
Iceland 315 319 321 31.8 305 30.9 305 334 341 338 341 335
Ireland 244 241 235 23.0 222 223 247 258 258 259 271 282
Israel 217 26.4 255 243 249 229 213 20.7 20.8 204 20.4 205
Italy 46.0 463 459 46.1 464 46.6 46.8 472 476 477 479 482
Japan 274 27.3 21.7 28.8 29.3 295 292 30.2 30.8 313 316 319
Korea 16.4 17.0 173 18.2 19.7 20.0 195 20.1 205 21.0 213 215
Luxembourg 335 339 347 353 36.3 347 339 343 36.3 36.0 37.2 37.6
Mexico 16.7 15.2 147 15.0 15.9 15.1 15.3 155 187 19.0 19.2 195
Netherlands 372 38.8 38.9 384 387 39.2 38.0 38.1 38.0 38.8 37.0 377
New Zealand 19.5 19.7 20.0 204 211 20.5 18.1 17.0 15.9 16.4 16.9 17.2
Norway 38.1 38.1 372 374 375 37.6 373 37.3 37.6 374 37.3 37.0
Poland 382 384 38.7 39.0 382 347 341 342 343 355 356 35.6
Portugal 374 374 36.8 375 373 36.9 36.5 371 38.0 376 414 412
Slovak Republic 425 422 380 383 384 38.8 37.7 379 38.8 39.6 44 4.2
Slovenia 46.2 46.3 45.6 453 433 429 422 425 426 425 424 425
Spain 38.6 38.8 39.0 39.1 39.0 38.0 383 39.7 40.0 406 407 40.7
Sweden 482 484 48.1 478 453 448 432 4238 428 429 43.0 425
Switzerland 224 22.2 222 221 22.4 21.9 220 22.1 223 221 22.1 222
Turkey 422 428 428 427 427 39.9 374 374 374 374 376 382
United Kingdom 338 339 339 34.0 34.1 32.8 324 32.6 325 321 314 31.1
United States 299 29.8 29.8 299 30.3 29.8 30.1 30.5 29.7 29.8 314 315
EU28 . . “ . . . . . . . . .
OECD 36.3 36.3 36.1 36.1 36.1 35.7 35.1 35.1 35.6 35.7 35.9 36.0
Brazil
China
India
Indonesia
Russian Federation
South Africa
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Taxes on the average worker
As a percentage of labour cost
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https://doi.org/10.1787/factbook-2015-en

@) OECD

Please cite this chapter as:

OECD (2016), “Taxes on the average worker”, in OECD Factbook 2015-2016: Economic, Environmental and
Social Statistics, OECD Publishing, Paris.

DOI: https://doi.org/10.1787/factbook-2015-84-en

This work is published under the responsibility of the Secretary-General of the OECD. The opinions expressed and arguments
employed herein do not necessarily reflect the official views of OECD member countries.

This document and any map included herein are without prejudice to the status of or sovereignty over any territory, to the
delimitation of international frontiers and boundaries and to the name of any territory, city or area.

You can copy, download or print OECD content for your own use, and you can include excerpts from OECD publications,
databases and multimedia products in your own documents, presentations, blogs, websites and teaching materials, provided
that suitable acknowledgment of OECD as source and copyright owner is given. All requests for public or commercial use and
translation rights should be submitted to rights@oecd.org. Requests for permission to photocopy portions of this material for
public or commercial use shall be addressed directly to the Copyright Clearance Center (CCC) at info@copyright.com or the
Centre frangais d’exploitation du droit de copie (CFC) at contact@cfcopies.com.

&) OECD


https://doi.org/10.1787/factbook-2015-en
https://doi.org/10.1787/factbook-2015-84-en



