
Laffer Curve

0 % 100 % 

T
o

ta
l r

ax
 r

ev
en

u
e 

Tax rate 0 % 100 % 

 The Laffer curve 

Tax rate 
0 % 100 % 

M
ar

gi
na

l a
nd

 a
ve

ra
ge

 ta
x 

re
ve

nu
e 

(M
T

R
 a

nd
 A

T
R

) 

Tax rate 
0 % 100 % 

MTR ATR 

Decrease in total tax revenue 

0 % 100 % 

T
o

ta
l r

ax
 r

ev
en

u
e 

Tax rate 0 % 100 % 

 The Laffer curve 

Tax rate 
0 % 100 % 

M
ar

gi
na

l a
nd

 a
ve

ra
ge

 ta
x 

re
ve

nu
e 

(M
T

R
 a

nd
 A

T
R

) 

Tax rate 
0 % 100 % 

MTR ATR 

Increase in total tax revenue 

Decrease in total tax revenue

• Three points are of special
interest: Tax rate 0 %, tax
rate 100 %, the peak.

• In the real world, the peak
can lie at another point than
shown on the left. At the tax
rate of 100 %, there will
probably be some tax
revenue.

• Changing tax rates can
result in higher or lower total
tax revenue (→ coloured
arrows).
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