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Relative tax rates

Country Primary Secondary Primary Secondary αP / αS Tax unit
Australia 49.9 27.8 31.1 22.8 0.7 Ind
Austria 62.4 46.5 49.7 48.8 0.8 Ind
Belgium 71.7 65.6 55.7 63.2 0.8 Ind
Canada 57.0 46.1 29.5 41.7 0.6 Ind
Denmark 59.7 59.7 48.7 60.4 0.8 Ind
Finland 65.6 48.2 55.6 46.3 0.9 Ind
France 58.3 52.1 50.8 46.7 1.0 Joint
Germany 64.8 64.8 42.2 64.8 0.7 Opt
Greece 51.6 43.1 44.4 43.1 0.9 Ind
Iceland 48.5 42.7 25.9 42.6 0.5 Ind
Ireland 48.1 44.9 36.6 38.1 0.9 Opt
Italy 60.9 52.0 51.1 49.3 0.9 Ind
Japan 30.6 32.6 24.5 30.8 0.9 Ind
Luxembourg 35.6 35.6 35.5 35.5 1.0 Joint
Netherlands 64.0 50.8 48.5 51.0 0.8 Ind
New Zealand 31.9 31.9 26.0 41.4 0.6 Ind
Norway 53.2 49.0 45.5 48.9 0.9 Opt
Portugal 48.2 41.5 40.2 41.4 0.8 Joint
Spain 51.7 32.5 38.1 53.3 0.4 Opt
Sweden 58.5 52.7 56.9 54.0 0.9 Ind
Switzerland 38.2 38.2 30.8 33.0 0.9 Joint
United Kingdom 48.0 48.0 38.8 21.6 1.8 Ind
United States 38.5 38.5 25.4 39.6 0.6 Joint

Average OECD 52.0 45.4 40.5 44.3 0.8

Source: OECD (2000, 2001) and authors' own calculations.
Note: We consider a married couple with two children. The calculations assume that the secondary earner makes his/her participation decision conditional on that of the primary 
earner. The tax rates include income taxes, employees' plus employer's compulsory social security contributions, payroll taxes, and consumption taxes. The adjustment for 
consumption taxes is made by calculating (TR +CTR )/(1+CTR ), where TR  is the tax rate exclusive of consumption taxes and CTR  is the consumption tax ratio (we have used 
the most recent estimates which are from 1996). Average OECD is a simple average for the 23 countries. The relative tax rates are calculated from expression (17). The last 
column indicates whether the tax unit is the individual (Ind), the couple (Joint), or optional (Opt).

Marginal tax rates (%) Average tax rates (%)

Table I. Effective tax rates for married spouses in different OECD countries, year 1999
The income of the primary (secondary) earner equals 100% (33%) of the average production worker



Country      MCFP      MCFS  Difference      MCFS  Difference      MCFS  Difference
Australia 1.07 1.19 0.12 1.31 0.24 1.46 0.40
Austria 1.15 1.84 0.69 3.17 2.02 11.45 10.30
Belgium 1.25 12.16 10.92 L  L  L  L  
Canada 1.07 1.63 0.56 2.38 1.31 4.42 3.35
Denmark 1.14 3.98 2.84 L  L  L  L  
Finland 1.19 1.81 0.62 3.03 1.84 9.43 8.23
France 1.14 1.95 0.81 3.72 2.58 39.71 38.57
Germany 1.14 12.53 11.40 L  L  L  L  
Greece 1.10 1.61 0.51 2.31 1.21 4.11 3.01
Iceland 1.05 1.59 0.54 2.26 1.21 3.90 2.84
Ireland 1.08 1.53 0.45 2.08 1.00 3.24 2.17
Italy 1.15 2.06 0.91 4.37 3.22 L  L  
Japan 1.04 1.30 0.26 1.52 0.48 1.84 0.80
Luxembourg 1.06 1.38 0.32 1.71 0.65 2.23 1.17
Netherlands 1.16 2.07 0.92 4.48 3.33 L  L  
New Zealand 1.04 1.44 0.40 1.84 0.80 2.55 1.51
Norway 1.11 1.92 0.81 3.56 2.45 24.03 22.93
Portugal 1.08 1.55 0.46 2.13 1.05 3.43 2.34
Spain 1.09 1.65 0.57 2.45 1.36 4.74 3.65
Sweden 1.16 2.33 1.17 6.94 5.78 L  L  
Switzerland 1.05 1.36 0.31 1.67 0.62 2.15 1.10
United Kingdom 1.08 1.26 0.18 1.45 0.37 1.71 0.63
United States 1.04 1.47 0.43 1.93 0.89 2.80 1.76

Source: OECD (2000, 2001) and authors' own calculations.
Note: The marginal cost of public funds (MCF) is calculated from equation (16) using the tax rates reported in Table I. The difference in MCFs between spouses measures the 
welfare gain of shifting one dollar of tax burden from the secondary to the primary earner. The letter "L" indicates that taxation is beyond the Laffer curve's maximum such that 
the MCF is negative.

Table II. The welfare effect of shifting one dollar of tax burden between spouses

δS = 0.5 δS = 0.75δP = 0.1

Participation elasticities for primary and secondary earners

δS = 1

The income of the primary (secondary) earner equals 100% (33%) of the average production worker



Country      MCFP      MCFS  Difference      MCFS  Difference      MCFS  Difference
Australia 1.07 1.35 0.28 1.63 0.56 2.06 0.99
Austria 1.15 2.64 1.49 14.63 13.48 L  L  
Belgium 1.25 L  L  L  L  -0.71 L  
Canada 1.07 1.68 0.60 2.53 1.46 5.18 4.11
Denmark 1.14 3.91 2.77 L  L  L  L  
Finland 1.19 3.08 1.89 L  L  L  L  
France 1.13 2.59 1.46 12.67 11.54 L  L  
Germany 1.14 29.74 28.60 L  L  L  L  
Greece 1.10 1.66 0.56 2.49 1.39 4.93 3.83
Iceland 1.05 1.77 0.72 2.89 1.84 7.82 6.77
Ireland 1.08 1.60 0.53 2.30 1.22 4.05 2.98
Italy 1.15 2.63 1.48 14.25 13.10 L  L  
Japan 1.04 1.27 0.24 1.48 0.44 1.76 0.72
Luxembourg 1.08 1.74 0.66 2.76 1.69 6.71 5.63
Netherlands 1.16 2.97 1.81 190.93 189.78 -3.06 L  
New Zealand 1.04 1.37 0.33 1.68 0.64 2.17 1.13
Norway 1.11 2.11 1.00 4.73 3.62 L  L  
Portugal 1.08 1.71 0.62 2.65 1.56 5.86 4.78
Spain 1.09 1.84 0.75 3.17 2.09 11.51 10.42
Sweden 1.16 3.35 2.19 L  L  L  L  
Switzerland 1.06 1.47 0.42 1.93 0.88 2.81 1.75
United Kingdom 1.08 1.51 0.43 2.04 0.96 3.12 2.04
United States 1.04 1.46 0.42 1.91 0.86 2.73 1.69

Source: OECD (2000, 2001) and authors' own calculations.
Note: The marginal cost of public funds (MCF) is calculated from equation (16). The difference in MCFs between spouses measures the welfare gain of shifting one dollar of tax 
burden from the secondary to the primary earner. The letter "L" indicates that taxation is beyond the Laffer curve's maximum such that the MCF is negative.

Table III. The welfare effect of shifting one dollar of tax burden between spouses

δS = 0.5 δS = 0.75δP = 0.1

Participation elasticities for primary and secondary earners

δS = 1

The income of the primary (secondary) earner equals 100% (67%) of the average production worker
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