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Box 1: Public Governance

In today's fast-moving world, governments need to rethink their role to meet 
the challenges posed by forces such as globalisation, decentralisation, new 
technologies, and the changing needs, expectations and influence of 
citizens. Good governance principles transform not only the relationship 
between governments, citizens and parliaments, but the effective
functioning of government itself.

These principles are: respect for the rule of law; openness, transparency 
and accountability to democratic institutions; fairness and equity in dealings 
with citizens, including mechanisms for consultation and participation; 
efficient, effective services; clear, transparent and applicable laws and 
regulations; consistency and coherence in policy formation; and high 
standards of ethical behaviour.

Source: http://www.oecd.org/about/0,2337,en_2649_37405_1_1_1_1_37405,00.html
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B. Measurement of human capital 
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D. Distribution and returns on human capital 
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A. The notion of efficiency and optimality in 
taxation of human capital 
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Example : No social charges for Ph.D.’s

Implies companies can pay higher
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Am élie

Pierre

ICA1

ICA2

ICA3

ICP1

ICP2

ICP3

On the Job -

Training

Private

Education

Production 

possibility

frontier

Contract

First Welfare Theorem : 

relative Prices should

equal MRS of all

individuals and MRT so

that relative marginal 

costs are equal .

However , this Pareto 

optimality could push

Am é lie or Pierre into a 

corner which is efficient 

but inequitable
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Am é lie

Pierre

SIC1

SIC2

SIC3

Utility 

possibility

frontier

A

B

C

The Utility Possibility curve is
obtained from the contract
curve and includes pareto
optimal possibilities for the
efficient production possibility
frontier point.

Point A is Pareto efficient, but 
society prefers B which
involves redistribuition , 
although B is not Pareto 
efficient.

For society , c would be an 
optimal distribution.
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% of 
government
expenditure % of students

In Tertiray
education ($)

In all 
education ($)

France 18% 14% 9276 7467

USA 37% 20% 20525 11152

OECD average 24% 15% 10655 6687

Brasil 20% 2% 10361 1121

India 18% 4% 2486 606

Share of tertiary education in 
total education

Average Government
expenditure per student

Source: OECD (2005): Educationa at a Glance . Tables in Annexes B1.1 and 1.5
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Thus discriminatedagainst formal
training

It was expensedby employersand expensed
by the employeeif he took lower wages. It
was not expensedotherwise. 

Informal training

Thus, OJT is encouragedvis-à-vis other
methodsor education.

For full-time formal training, foregone earnings
are tax deductible for the employee if wages
were foregone. Moreover, OJT was entirely
expensed by the employer (and so no need to 
depreciate).  

For full-time formal
training

Thus, non-job-relatedemployer-provided
schoolingis discriminatedagainst
relative to public providededucation, 
which is neveraddedto the employee's
incomeas a benefit.

Employerscan usuallydeduct costs if the
schoolingis relevant to the employee'sjob  or 
for some certifiedprograms. For non-job
relatedtuitionpaymentspaid by employer, the
returns accruedto employeeand perquisite
value is added to taxable income.

Employer provided
schooling

Tax system discriminatesagainstprivate
education. 

These expenses are usually not tax deductibleDirect expenses (tuition
and supplies) on 
private education

Tax system discriminatestowards
governmenteducation. 

The value of this perquisiteis not added to 
taxable income.

Free public schooling,

EffectTax treatmentFormof human capital
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C. Equity in taxation of human capital and 
other factors of production 
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If adjustment Made of SMIC 14614,6

From Euros To Euros Tax rate % From Euros To Euros Tax rate %

4412 8677 6,83 0 0 6,83

8677 15274 19,14 0 659,4 19,14

15274 24731 28,26 659,4 10116,4 28,26

24731 40241 37,38 10116,4 25626,4 37,38

40241 49624 42,62 25626,4 35009,4 42,62

49624 … 48,09 35009,4 48,09

French tax rates on income of 2005 For "Excess Salaries"

On Salaries
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 25-64  30-44  25-64  30-44  25-64  30-44  25-64  30-44  25-64  30-44

Australia 2001 Males 85 83 m m 116 108 160 157 145 141

Females 85 84 m m 114 119 159 168 142 151

M+F 77 75 m m 106 102 148 148 133 132

Belgium 2002 Males 91 97 m m 116 120 144 149 132 136

Females 84 83 m m 124 124 168 185 140 146

M+F 91 95 m m 114 115 152 162 132 136

Canada 2001 Males 79 78 104 106 117 115 179 183 147 147

Females 68 65 101 96 119 120 179 179 145 145

M+F 79 78 105 105 115 113 177 178 143 142

Czech Republic 1999 Males 75 77 a a 177 182 178 176 178 177

Females 72 75 a a 127 124 172 176 170 174

M+F 68 70 a a 151 151 180 182 179 181

Denmark 2001 Males 87 83 106 108 110 109 139 135 132 128

Females 90 89 124 128 114 112 125 122 124 121

M+F 87 85 118 120 114 113 127 123 125 121

Finland 2001 Males 92 89 m m 129 125 190 180 163 155

Females 98 94 m m 126 124 172 167 146 141

M+F 95 92 m m 121 115 181 171 150 141

France 2002 Males 88 86 m m 127 132 178 173 159 157

Females 81 80 m m 131 135 157 159 146 148

M+F 84 84 m m 125 129 167 165 150 150

Germany 2002 Males 85 87 110 110 117 113 156 152 142 137

Females 75 72 132 136 117 112 157 153 142 138

M+F 78 80 116 116 120 115 161 154 146 139

Hungary 2001 Males 81 81 140 137 205 182 252 253 252 253

Females 77 80 128 124 143 128 180 174 179 174

M+F 77 78 131 126 164 144 210 203 210 202

Ireland 2000 Males 82 77 79 60 117 123 143 140 135 133

Females 64 61 94 78 132 126 181 155 161 144

M+F 87 83 82 67 124 130 163 152 149 143

Italy 2000 Males 71 72 m m m m 143 140 143 140

Females 84 80 m m m m 137 132 137 132

M+F 78 77 m m m m 138 133 138 133

Korea 1998 Males 88 90 m m 105 109 143 136 132 129

Females 69 75 m m 118 138 160 181 141 164

M+F 78 80 m m 106 113 147 142 135 134

Netherlands 1997 Males 88 86 126 121 145 130 141 133 142 132

Females 73 73 120 124 131 136 148 154 146 152

M+F 85 84 121 119 139 131 144 139 144 138

New Zealand 2001 Males 76 74 m m m m 130 122 130 122

Females 72 72 m m m m 136 135 136 135

M+F 74 75 m m m m 133 128 133 128

Norway 2002 Males 86 90 118 114 142 145 139 139 139 139

Females 83 88 121 116 149 152 141 142 141 143

M+F 85 91 125 121 155 152 135 135 137 136

Portugal 1999 Males 60 57 m m 150 155 190 194 180 185

Females 63 58 m m 133 139 188 206 170 185

M+F 62 58 m m 141 146 192 202 178 187

Spain 2001 Males 79 82 m m 99 97 157 135 138 122

Females 64 65 m m 86 88 136 138 125 126

M+F 78 80 m m 95 95 141 133 129 122

Sweden 2001 Males 87 86 128 134 114 114 158 162 146 149

Females 88 85 108 111 116 109 139 137 130 126

M+F 89 87 127 132 110 105 148 148 135 133

Switzerland 2003 Males 77 79 110 106 121 122 149 149 138 138

Females 76 85 118 120 140 150 164 174 156 166

M+F 76 81 112 111 141 146 168 170 158 161

United Kingdom 2001 Males 72 67 m m 124 126 157 162 147 151

Females 70 74 m m 142 133 206 216 183 183

M+F 67 68 m m 128 124 174 181 159 161

United States 2002 Males 68 70 122 125 120 122 202 205 193 195

Females 67 67 118 117 122 122 185 191 176 182

M+F 71 71 120 121 118 118 195 196 186 187

O
E

C
D

 C
O

U
N

T
R

IE
S

Source:  OECD. See Annex 3 for notes (www.oecd.org/edu/eag2004).

Table A11.1a.  Relative earnings of the population with income from employmen t
By level of educational attainment and gender for 25- to 64-year-olds and 30- to 44-year-olds (upper secondary education = 100)

Below upper secondary 
education

Post-secondary non-tertiary 
education

Tertiary-type B education 
Tertiary-type A and 
advanced research 

programmes
All tertiary education
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