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1. Lognormal
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1. Current population survey
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Hotes: The tax wedge combmes the top marginal income tax rate (MTR) and the value-added tax (VAT), so thatthe wedge=1-{1-MTE}(1+VAT). Shown are
the unweighted averages across all 30 OECD countries and the 16 countries with = contmuous MTR senes, respectively. Includes central and sub-centralmcome
taxes as well as paymoll taes (the sumof employer and enployee contrbutions when applicable). The wedge i interpolated for the years m which VAT datais
not provided by the OBECD.
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] Marginal tax rate at 250% of .
Country o . . Change
average employvee compensation
1981-1982 2005-2006

Australia 53.0 47.0 -6.0
Austria 55.0 50.0 -5.0
Belgium 55.0 50.0 -5.0
Canada 31.0 26.0 -5.0
Denmark 39.8 26.5 -13.3
France 62.5 48.1 -14.4
Greece 38.0 40.0 2.0
Italy 37.0 39.0 2.0
Netherlands 64.4 52.0 -12.4
Norway 38.0 23.8 -14.2
Spain 253 20.2 38
Sweden 58.0 25.0 -33.0
UK 42.5 40.0 -2.5
us 50.0 28.0 -22.0
Note: Central government income taxes only: excludes payroll taxes.
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Country 250-67 Spread Change
1981-1982 2005-2006
Australia 21.7 17.0 -4.7
Austria 22.0 11.7 -10.3
Belgium 13.9 5.0 -8.9
Canada 12.0 10.9 -1.1
Denmark 253 21.0 -4.3
France 225 15.3 -7.2
Greece 255 32.5 7.0
Ttaly 13.5 16.0 2.5
Netherlands 32.0 425 10.5
Norway 32.0 12.0 -20.0
Spain 8.2 13.3 5.1
Sweden 44.0 25.0 -19.0
UK 12.5 18.0 5.5
us 27.6 13.0 -14.6
Notes: 250-67 spread equals the marginal tax rate at 250% of average employee compensation less the marginal tax rate at
67%. Ttalics indicate decreases in the spread over tume
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1. Luxembourg income study
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. Results of regression of (B)
Country Years observed Average levels across years observed on (A)
(A4) Pre-tax Gmi (B) Social Expenditures as Coefficient Standard
Coefficient Share of GDP estimate error

Australia 81, 85, 89, 94 0.34 14% 1.89 0.29
Canada 81, 87,91, 94,00 0.38 17% 0.54 0.55
Finland 87,91, 95, 00 0.42 24% 0.76 0.70
Germany 81, 84, 89,94, 00 0.35 24% 0.41 0.17
Italy 86, 91, 95, 00 0.32 21% 0.23 0.39
Luxembourg 85,91, 94,00 0.29 2% -0.59 0.30
Mexico 84, 89, 94, 00 0.53 4% 0.37 0.14
Poland 92, 95,99 0.36 20% 229 0.70
Sweden 87,92, 95, 00 0.44 30% 0.54 0.58
United Kingdom 86, 91, 95, 99 0.37 19% -0.01 0.53
United States 79. 86, 91, 94, 00 0.41 14% 0.50 0.27
Results of pooled regression (all years and countries) with country fixed effects, clustered s.e. 0.44 0.11
Notes: Gini coefficients from the Luxembourg Income Study; social expenditure data from the OECD

1. pooled
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