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Some Basic Concepts

• Key elements of tax bases
– Income
– Consumption
– Wealth

• Related, via Haig-Simons income definition:
– Income = consumption plus accretions to wealth



Defining Consumption and Wealth

• Many questions of classification; e.g.,
– Medical expenses
– Gifts and bequests
– Tax payments for state and local government 

services
– Is “human capital” part of wealth?



How Do We Tax Income?

• Annual calculation 
• Realization based for both wage and salary 

income and capital income (but with 
exceptions)

• Ignore some components of income, notably 
imputed rent on housing and consumer 
durables







12-Feb-20
Tax Sources as a Share of Total Tax Receipts, 2018

Personal Corporate Social Security contributions Consumption
income tax income tax Employees Employers Taxes

Australia 40% 18% 0% 0% 26% 15%
Austria 22% 6% 14% 16% 27% 14%
Belgium 27% 10% 9% 18% 24% 12%
Canada 36% 11% 6% 8% 23% 16%
Chile 7% 22% 7% 0% 53% 11%
Czech Republic 12% 10% 9% 28% 32% 8%
Denmark 54% 6% 0% 0% 33% 6%
Estonia 17% 6% 1% 33% 41% 1%
Finland 29% 6% 8% 18% 34% 6%
France 21% 5% 8% 24% 25% 17%
Germany 27% 6% 17% 17% 26% 7%
Greece 16% 5% 17% 12% 39% 10%
Hungary 14% 3% 16% 17% 44% 5%
Iceland 40% 7% 0% 0% 33% 21%
Ireland 31% 14% 5% 11% 30% 8%
Israel 21% 10% 10% 5% 36% 18%
Italy 26% 4% 6% 21% 28% 15%
Japan 19% 12% 18% 18% 21% 12%
Korea 18% 16% 11% 12% 26% 17%
Latvia 19% 3% 8% 21% 44% 4%
Lithuania 13% 5% 8% 29% 38% 7%
Luxembourg 24% 15% 13% 11% 24% 13%
Mexico 21% 22% 0% 0% 36% 20%
Netherlands 21% 9% 14% 14% 29% 14%
New Zealand 37% 16% 0% 0% 38% 9%
Norway 25% 15% 9% 15% 30% 5%
Poland 15% 6% 16% 15% 35% 13%
Portugal 19% 10% 11% 16% 40% 5%
Slovak Republic 11% 10% 11% 26% 33% 9%
Slovenia 15% 5% 21% 15% 38% 6%
Spain 22% 7% 5% 25% 29% 12%
Sweden 29% 7% 6% 16% 28% 14%
Switzerland 30% 11% 11% 11% 21% 16%
Turkey 15% 9% 11% 17% 40% 7%
United Kingdom 27% 9% 7% 11% 32% 14%
United States 41% 4% 11% 12% 18% 14%
OECD - Unweighted Average 24% 9% 9% 14% 32% 11%
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