
Average worker (AW) An adult full-time worker in the industry sectors covered whose wage earnings represent the 
average for workers

Single persons Unmarried men and women
Couple with two children Married couple with two dependent children between six to eleven years of age inclusive
Labour costs The sum of Gross wage earnings,employers’ social security contributions and payroll taxes

Net take-home pay Gross wage earnings less the sum of personal income tax and employee social security 
contributions, plus cash transfers received from general government

Personal average tax rate         ( tax 
burden)

The sum of Personal income tax and employee social security contributions expressed as a 
percentage of gross wage earnings

Tax wedge The sum of personal income tax,employee and employer social security contributions plus any 
payroll tax less cash transfers, expressed as a percentage of labour costs.

Elasticity of income after tax Percentage change in ‘after-tax’ income following an increase in one currency unit of income before 
tax (defined more precisely as one minus a marginal tax rate divided by one minus a corresponding 
average tax rate)

Tax reliefs A generic term to cover all the means of giving favourable income tax treatment to potential 
taxpayers

Tax allowances Amounts deducted from gross earnings to arrive at taxable income
Tax credits Amounts which a taxpayer may subtract from his tax liability. They are described as payable if they 

can exceed tax liability (sometimes the terms ‘refundable’ and ‘non-wastable’ are used)

Standard tax reliefs Reliefs unrelated to the actual expenses incurred by taxpayers and automatically available to all 
taxpayers who satisfy the eligibility rules specified in the legislation are counted as standard reliefs. 
These also include deductions for compulsory social security contributions

Basic relief Any standard tax relief available irrespective of marital or family status
Marriage allowance Additional tax relief given to married couples. (In some countries, this is not distinguished from the 

basic relief which may be doubled on marriage)
Non-standard tax reliefs Reliefs wholly determined by reference to actual expenses incurred
Average rate of income tax Amount of income tax payable after accounting for any reliefs calculated on the basis of the tax 

provisions covered in this Report, divided by gross wage earnings
Schedule rate The rate which appears in the schedule of the income tax and in the schedule of social security 

contributions

Cash transfers
Cash payments made by general government (agencies) paid to families usually in respect of 
dependent children.

General terms

Terms used under the income tax

Terms used under cash transfers
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