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Abstract

Increasing work incentives via taxation: equally for women and men?

The aim of the earned income tax credit, combined with some benefit reforms, is to make work “pay” for working age people instead of social transfers. The tax credit is at the highest for small earnings but it covers decreasingly rather large income scale. In Finland earnings and transfers are taxed both in (relative) municipal and in (progressive) state taxation. Small income persons pay only municipal taxes, and the “incentive-credit” is done in local taxation. 

Not only the unemployed, but also e.g. parents who are encouraged to parental leave and parental benefits pay relatively high taxes in certain income levels. The municipalities are not only tax authorities but also employees of a large female dominated service sector for social, health and educational affairs. These employers benefit from tax deduction but their employer may loose in tax revenue. 

This paper assesses, using static microsimulation method, the impact of “incentive tax deduction” from two perspectives: a) employees and b) employers. Are low-wage employees as cheap for local authorities as often thought? Cash for (home) care or services with qualified personnel? The “punishment” of not having the credit: equal for female- and male- dominated benefit schemes – and beneficiaries? 
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