


Table 1: Taxes on employed labour* in the EU

in % of GDP

1970 1975 1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
B 156 212 225 244 241 2441 232 224 229 233 237 239 240 239
DK 187 202 213 238 231 241 244 244 241 245 248 252 254 251
D 158 198 21.3 221 219 224 220 220 209 225 232 231 233 240
EL : : : : : 119 121 125 123 135 144 144
E 148 148 143 151 151 157 165 172 179 183 18.0 169
F 15.1 175 208 222 217 220 215 216 219 225 228 232 229 230
IRL 83 116 138 162 160 165 167 145 145 149 149 152 149 136
| 98 135 152 169 169 168 172 177 18.0 182 186 193 182 1841
L 128 20.0 214 18.1 178 179 169 164 172 170 169 169 164 164
NL 189 251 267 265 263 276 275 260 257 277 277 279 262 252
A 208 217 220 217 219 204 209 215 224 232 234 242
P : 98 111 111 116 137 146 157 173 174 174 174
FIN 213 237 247 230 250 248 266 278 276 269 289 277
S : : 332 315 329 343 345 357 358 335 327 308 308 320
UK 128 174 162 145 147 145 142 137 140 143 141 141 143 147
EUR6 145 184 204 213 211 213 211 211 208 218 223 227 224 227
EUR9 182 196 20.0 200 202 198 197 196 205 209 213 210 214
EUR 12 19.3 195 192 192 192 200 205 209 207 209
EUR 15 21.4

*Taxes on employed labour mainly contain social contnbutions, but also part of the income tax and other taxes related to employment.

A similar picture appears if a different denominator is
chosen. The ratio of taxes on employed labour
expressed as a percentage of the ‘compensation
employees’ also increased from 28.7% in 1970 for

EUR6 to 42.1 for EUR15 in 1995 (Figure 1 and
Table 2). This share has been called ‘implicit tax rate .
on employed labour'.

Table 2: Implicit Tax Rate on Employed Labour* in the EU

In%

1970 1975 1980 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

B 31.3 36.6 378 438 435 444 439 437 438 434 441 448 455 457
DK 347 356 375 442 433 433 438 443 438 448 455 469 486 476
D 206 344 364 395 393 398 397 402 385 399 409 411 426 441
EL : : : : : 341 341 382 391 439 459 459
E : : 288 323 318 336 333 345 355 366 384 39.1 399 380
F 305 321 372 404 406 416 414 422 422 431 435 439 441 444
IRL 161 206 234 302 306 321 341 310 307 308 308 314 314 301
I 216 265 319 366 375 377 389 399 399 401 410 436 426 440
L 275 315 334 325 324 314 308 303 304 200 290 297 296 296
NL 342 421 454 509 497 508 512 499 497 530 523 525 51.0 488
A 379 406 40.8 401 409 383 393 399 412 424 433 445
P : 214 252 254 268 316 325 332 360 367 367 367
FIN 393 429 445 416 459 456 476 472 480 504 559 537
S : : 509 527 549 572 574 582 572 542 533 513 525 562
UK 217 267 272 262 266 265 260 248 245 247 246 252 261 270
EUR 6 287 331 367 402 403 409 410 415 409 418 425 432 437 445
EUR 12 374 377 374 377 374 383 392 400 406 41.4
EUR 15 42.1

“Taxes on empioyed labour divided by compensation of employees.



Also a third indicator (% of total tax receipts) sug-
gests a growing share of labour taxation (Table 3). In
1970, the six founding Members financed 43.2% of
their taxes through labour taxation, twenty-five years
later the EUR15 figure lies at 51.4%.

... in all countries

All nine Member States providing data for 1970 and
1980 have higher implicit tax rates on labour in the
fatter year. The comparison of the evolution in the
last ten years (1985-1995) shows that the values
decreased in three Member States: in Ireland, the
share went down from 30.2 to 30.1%, in Luxembourg
from 32.5 to 29.6%, and in the Netherlands from
50.9 to 48.8. During the same period, the steepest
increases were recorded in Germany (from 39.5 to
44.1%), Spain (32.3 to 38%), ltaly (36.6 to 44%),
Portugal (21.4 to 36.7% 1993) and Finland (42.9 to
53.7%).

Table 3: Taxes on employed labour in the EU
in % of total tax receipts

1970 1980 1990 1995
B 43.3 50.8 51.3 51.2
DK 46.2 46.8 49.4 48.9
D 44,2 51.3 52.9 56.2
EL : : 41.6 45.1
E : 57.4 46.5 48.8
F 42.9 50.0 50.0 51.8
IRL 26.6 40.3 41.0 39.5
! 38.0 49.7 46.4 44 .3
L 41.3 46.1 39.8 37.4
NL 50.6 58.1 571 55.5
A : 49.6 49.8 55.2
P : : 42.2 46.9
FIN : 57.8 58.7 59.5
S : 67.6 64.1 62.8
UK 34.6 45.0 39.3 42.0
EUR 6 43.2 51.2 50.7 52.5
EUR 12 48.5 50.7
EUR 15 51.4

The share of taxes on employed labour in total
taxation is relatively high in Germany, the
Netherlands and Austria (around 55%) and the
highest in Finland (59.5%) and Sweden (62.8%).
Labour taxation below 40% of total taxation is found
in Luxembourg and Ireland.

The highest value for the implicit tax rate on labour
in 1995 were the Nordic countries Sweden (56.2%)
and Finland (53.7%). The ratio is below 40% in Spain
(38%), Ireland (30.1%), Luxembourg (29.6%) and
Portugal (1993: 36.7%) (Table 2). With 27%, it is
lowest in the United Kingdom. In the other countries,
the shares of taxation on employed labour in the
compensation of employees ranges between 40%
and 50%.

Consumption taxes rather stable

Apart from taxation of labour, the above-mentioned
study also provides implicit tax rates on two other

categories: ‘consumption’ (share of taxes on
consumption in final nationai consumption) and
‘other factors of production’ (share of taxes on other
factors of production in the net operating surplus).
Table 4 reproduces some results of the study. The
implicit tax rate on consumption decreased from 15.2
in the 1970 EU of six Members to 14.3% in 1995 with
15 Member States. The ‘Other factors’ had a higher
implicit tax rate, increasing from 27.7 to 34.7%.

Table 4: Implicit Tax Rates in the EU in %
Consumption’ Labourz Other Factors®
1970 15.2 28.7 27.7
1975 13.0 31.9 389
1980 135 34.7 428
1981 13.2 34.9 455
1982 13.3 36.1 45.6
1983 13.6 36.8 441
1984 13.7 37.2 42.5
1985 13.6 37.3 42.3
1986 13.7 371 37.7
1987 13.8 37.7 38.0
1988 13.9 37.4 37.7
1989 13.8 37.7 38.3
1990 13.8 37.4 36.9
1991 13.8 38.3 37.0
1992 13.7 39.2 37.7
1993 13.7 40.0 379
1994 141 40.6 35.2
1995 143 421 34.7

" Share of taxes on consumption in final national consumption
2 Taxes on employed labour divided by compensation of employees
3 Share of taxes on other factors of production in the net operaling
surplus

The concept of Labour Taxation

Taxes on labour (“non-wage labour costs”) are those
taxes and social contributions which in one way or
another discriminate against the use of the labour
factor in the official ("white") area of the economy. A
distinction is made between employed and self-
employed labour. The first category mainly
comprises employers” and employees” social
security contributions and wages taxes. The latter
mainly comprise the social contributions paid by self-
and non-employed persons and income taxes. The
point of view from which this definition is derived is
that of resource allocation in general. Taxes on
labour in our definition consist of not only social
security contributions paid by the employer and taxes
such as the wage sum tax, but also those taxes
which make it less attractive for an employed person
to work more, or which make it less attractive for an
unemployed person and potential employee to enter
into a regular work contract instead of claiming
various social benefits or selling his labour to the
black economy. The concept of taxes on labour as
used here is thus comparatively broad.




BELGIQUE/BELGIE

The Structure of Taxation according to Economic Function - an overview

During the last 25 years the taxation of consumption
(private and public) in the European countries was fairly
stable. The ratio of taxes on consumption (mainly VAT and
excise duties) to GDP remained steady at around 10 or
11%. As a consequence of the general increase in taxation
this stability of the GDP share meant a decline in the
relative importance of consumption taxes. Their share in
overall taxation fell from 33.1% in 1970 to 26.9% in 1995.
This decline occurred in the years 1970 to 1977, thereafter
the share remained stable. The reasons behind this
development were the increase in taxation on labour (see
below) but also a decrease in the implicit tax rate on
consumption from around 15% in 1970 to around 13% in
the mid-eighties.

In 1995 taxes and compulsory social contributions on
employed labour accounted for more than half (51.4%) of
total taxation and for more than a fifth (21.4%) of GDP. In
1970 the shares had been only 43.2% and 14.5%
respectively. During the 1970s the GDP shares rose
significantly in Belgium and the Netherlands. In the 1980s
the increases were generally smaller. Larger rises
occurred in Finland, Denmark and lItaly. In some countries
there were even decreases. Since 1990 a sharp increase
has been witnessed in Germany, while in Sweden - which
has the highest level of labour taxation - the share of these
taxes in GDP decreased by 4.6 percentage points.

In most countries the main component of labour taxation
and also the main driving force behind the increases are
social contributions (see above). The relative importance
of other taxes on labour - wage taxes, personal income
taxes, payroll taxes, etc. - remained fairly stable in many
countries, especially over the last fifteen years. Although
the trend in taxation of employed labour is less smooth
than the trend in taxes on consumption, the general

increase in labour taxation (quite marked in the 1970sand
still significant in the 1980s) is a feature that is shared by
almost all EU taxation systems.

The share of taxes and social contributions on self-
employed labour has remained more or less stable in the
Member States of the EU since 1970. In 1995 it was 2.3%
of GDP, as it was in 1970. In the original six Member
States of the Community the figure increased, but this was
on average offset by low taxes and contributions on self-
employed labour in other Member States. The importance
of the taxes on self- and non-employed labour as a
percentage of total taxation has significantly decreased
since 1970 (from 7.0% to 5.5% in 1995). In particular this
holds true for the Netherlands (see above) and Germany.

The taxation of energy has only slightly increased since
1970. Until the mid-1980s the energy tax/GDP share
remained quite stable at around 1.8%, whereas the share
in total taxation decreased by one percentage point to
4.5%. Since then a moderate but steady increase can be
observed. In 1995 the share of energy taxation as
percentage of GDP had again reached 2.2% of GDP and
5.2% of total taxation. Countries with comparatively high
energy taxes are Italy, Luxembourg, Portugal and Sweden,
whereas energy taxation is below the EU average in
Belgium, Austria and the Netherlands. The most important
energy taxes are excise duties on mineral oils.

The fiscal importance of environmental taxes is rather low
in most Member States of the EU. Their share in total
taxation lies between 1.5% and 2%. Moreover, there have
been no significant changes in the trend of these taxes
over recent years. Only in the Netherlands and Denmark
are environmental taxes on a larger scale, in both cases as
a result of comparatively high taxes on the use of cars
(vehicle registration duties, taxes on vehicles, etc.).
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