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How couples are taxed can affect decisions about care. Joint taxation makes paid work less 
financially rewarding for second earners, creating a large and unintended incentive to provide care 
at home. But policymakers can support informal care in more targeted ways, without distorting work 
decisions. 
 
Key takeaways for policymakers: 

• Taxing couples jointly instead of individually is a large implicit subsidy to informal care. 
• Compared to individual taxation, joint taxation leads more families to provide informal care, 

with about 5-10% of families with an older person without a co-residing partner moving from 
formal to informal care. 

• This effect is larger for high-income caregivers. 
• The progressivity of taxation in a given system matters much less for caregiving. 
• Direct informal care subsidies are a better instrument for long-term-care policy. 

 
How joint taxation can affect decisions to care 
In systems where couples are taxed jointly, such as France, Portugal and Germany, the amount of 
tax a couple pays depends on both partners’ incomes. This can mean that when the income of the 
second earner increases, the household keeps less of that additional income than it would under 
individual taxation system. Paid work therefore becomes less financially rewarding for the second 
earner. This matters when the second earner is also deciding whether to work or to provide informal 
care. By making additional paid work less financially rewarding, joint taxation can make providing 
care at home relatively more attractive. This is an implicit subsidy to support informal care.  
 
Joint taxation increases incentives to informal care 
Table 1 shows what happens in our model when a country switches from individual to joint taxation. 
We consider this change regardless of the country’s current tax system so that the effects can be 
compared across countries. The predicted increase in informal caregiving is very substantial in all 
countries considered. To give a sense of the size of this effect, the table also shows the equivalent 
direct subsidy to informal caregivers that would produce the same increase in informal caregiving as 
joint taxation would.  
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Country 
 

Informal care  
share  
status quo 

Change in informal 
care share  
(in percentage points) 

Equivalent 
monthly informal 
care subsidy 

Current tax 
system 

France 28.6% 7.8 pp €174 joint 

Germany 27.2% 8.0 pp €206  joint 

Italy 70.8% 4.7 pp €91 individual 

Sweden 8.7% 3.8 pp €67 individual 

Table 1: Increase in informal care when switching from individual to joint taxation  
 
Note: Informal care share is the current share of older people without a co-residing partner, with medium- to 
severe disabilities who receive care mainly informally. Change in informal care share is calculated for the 
scenario of switching the tax system from individual to joint household taxation (per country), keeping the 
overall average tax rate and progressivity of the system constant. Equivalent informal care subsidy is the 
monthly informal care subsidy (in net terms, i.e. the amount arriving at the household) that would lead to the 
same increase in informal care as in column 3.  Source: Authors' own calculations from the estimated model. 
 
 
The incentive to provide care is stronger for higher-income people    
The implicit incentive to provide informal care in a joint taxation system is larger for caregivers in 
high-income than in low-income households. This is because higher-income households generally 
face higher marginal tax rates, i.e. taxes on an additional euro of income. As a result, when the 
second earner in a high-income household earns an additional euro, the household keeps less of 
that additional euro than a lower-income household would. Joint taxation therefore makes paid work 
relatively less attractive for second earners in higher-income households than for low-income 
households. 
 
A direct subsidy for informal care could provide the same nominal amount of support to caregivers 
regardless of their income. Joint taxation is not targeted at caregivers: it changes the financial reward 
of paid work for all couples, including those who do not provide informal care. If the policy goal is to 
support informal care, joint taxation is therefore a blunt instrument. It creates a larger incentive for 
some caregivers than for others, while also distorting decisions to work among households that do 
not provide care. 
 
Progressivity of taxes matters less than joint taxation 

The effect of joint taxation also depends on how much tax rates rise as income increases. Table 2 
shows what happens when we make the tax system less progressive, meaning that tax rates rise less 
sharply as income increases. We measure this using net-income elasticity, which captures how 
much a household's income after taxes changes when its income before taxes changes. We increase 
this measure by 0.025, which is equivalent to moving from a highly progressive system, such as 
Sweden's, towards a system with medium progressivity, such as France's. The effect on informal 
caregiving is small in all four countries. This shows that changing how much tax rates rise with 
income matters much less for caregiving than changing whether couples are taxed jointly or 
individually. 
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Country Informal care share  
status quo 

Baseline  
net-income elasticity 

Change in informal care share  
upon change in  
net-income elasticity 

France 28.6% 0.925  -0.2 pp 

Germany 27.2% 0.923 -0.2 pp 

Italy 70.8% 0.914  -0.4 pp 

Sweden 8.7% 0.900 -0.4 pp 

Table 2: How do changes in progressivity of the tax system affect informal care? 
 
Note: Estimates from baseline net-income elasticity per country are taken from Qiu and Russo (2026)1. Net 
income is defined as effective household income after i) taxes, ii) tax deductions and iii) government transfers. 
ii) and iii) make effective taxes paid less progressive than statutory income tax schedules in laws.  Source: 
Authors' own calculations from the estimated model. 
 
Outlook 
In our next digest, we will present results on pension reforms. Pension reforms are increasingly 
necessary as ageing populations mean fewer workers must support more retirees. At the same time, 
long-term care demand is rising. The key question is how these reforms interact with long-term care, 
and how these cross-effects change savings, labour supply and leisure. 
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