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Impact is most readily assessed in the case of the tax treatment of expenditure. Who benefits from 
favourable tax treatment of expenditure on lifelong learning, and how does this relate to prevailing 
patterns of participation in lifelong learning? Insofar as tax policies favour investment in lifelong 
learning by allowing expenditure to be deducted from individuals’ taxable income, the effect is greatest 
in absolute terms for persons with higher income (who are, on average, better qualified to begin 
with). This is because under progressive tax systems, marginal tax rates rise with income. Table 4.5 
illustrates the example of individuals at different income levels undertaking training whose cost is 
equal to 100% of the average production wage (APW). If all workers spend the same amount of money 
on training, the savings are greatest in absolute terms for the higher income individuals. They are 
proportionately greater for low income individuals in this example because the savings, though smaller 
in absolute terms, represent a larger share of earnings of the lower income persons. However, this 
proportional gain is not likely to be realised insofar as lower income individuals are, on average, less 
likely to undertake learning-related activities (there is a virtually universal pattern in OECD member 
countries of a strong, positive relationship between adults’ participation in learning and the level of 
their initial education, which in turn, is strongly related to income).

Furthermore, this overestimates the benefits also because among those individuals at the lower 
end of the earnings distribution who actually do incur learning-related expenditure, a substantial 
number do not even pay income tax, and therefore get no benefit from a tax break for such 
expenditure. Table 4.6 presents aggregate measures of the income threshold at which income 
taxes begin to apply in the OECD. The thresholds are presented as a percentage of the average 
production wage (APW). The higher the threshold, the more an individual must earn before being 
able to benefit from deductions for learning-related expenditure (or for other kinds of expenditure, 
such as interest paid on a home mortgage). The table shows that in the OECD as a whole, workers 
from one-earner families with two children, who earn only slightly less than the APW wage pay no 
income tax (and enjoy no benefit from deducting learning-related expenditure).

Thus tax treatment defined just in terms of deductions from taxable income does nothing to redress 
the inequities in participation between persons with different educational attainment levels, and, 
at an aggregate level may (depending on actual spending by level of income) have perverse re-
distributional consequences. The effects can be made more equitable through provisions that, 
for example, set ceilings on deductions for higher income individuals, or allow for tax credits for 
lower income individuals. But adjustments such as these may increase administrative complexity 
and compliance cost. 

Table 4.5  Example of benefits of tax deduction for a given training expenditure  
of USD 1 000, by income level

Individual earnings Tax rate1 Amount of deduction After-tax cost Savings as % of income

High income 
individual2

45% USD 450 USD 550 –

167% APW3 29% USD 290 USD 710 17%

100% APW3 19% USD 190 USD 810 19%

67% APW3 16% USD 160 USD 840 24%

1. Unweighted average of OECD countries; tax rate corresponds to highest personal tax rate (2000); medium and low income 
rates correspond to earnings equal to 100% and 67% of the average production wage (2003). 

2. With earnings above the threshold at which the maximum marginal tax rate applies.
3. APW = average production wage.

Source: Secretariat calculations and OECD Tax Database.




