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Abstract

The high tax burden on labor in the European Union is a subject of analysis often encountered in the
speciality literature. This is probably due the fact that are more convenient to implement from the political point of
view - there is the responsibility of an anonymous administration and not the responsibility of Prime Minister or
President.

In recent years the personal taxation had a substantial increase in most European Union member states, a
phenomenon that has generated some repercussions: it affects employment in the labor market, encouraging the
substitution of labor with capital, increase unemployment, increase tax burden on labor and tax evasion amplification
generates employment orientation towards the ground. Growing importance given to personal income tax is largely
due to the fact that direct taxes within the EU this is a more stable basis of taxation. In Romania reduction in tax
revenue from income tax was offset by increased tax revenues from value added tax. The evolution of tax revenues from
direct taxes is normal if we consider that the remaining incomes to the taxpayers were available for consumption,
which led to higher levels of indirect taxes collected to the budget.

The influence of employment on the labor market due to the size of the labor tax is explained by the fact that
the option for such taxes is due to the ease of implement for policy makers but also by the fact that employees are not
always aware of these taxes.
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1. Introduction

The personal income tax affects the operation manner of the labor market in the Member States of the
European Union at least by two reasons. On one hand, though the fact that the option for taxation of this kind is due to
the ease of implementation for policy decision makers, on the other hand by the fact that employees are not always
aware of these taxes existences.

We believe that taxation is a complex work for the current tax system in particular due to individual's
behavior, their response to taxation. Thus, we can assist in tax practice to:

- a substitution effect (where due the decrease in disposable income because to tax the taxpayer decides to
replace labour time for leisure time;

- an effect of income, when the taxpayer decides to spend more time on leisure over labor, so to keep their
income before increasing the tax burden;

- or the effect of income redistribution (determined by contributions and social transfers which increases the
income of unemployment benefits, pensions, etc. also the reduce of labor supply.

2. Analysis of income tax share of GDP in Romania and other European Union member states

Income tax is one of the most important sources of revenue for the state. Using this tool fiscal policies
promoted is differentiated from one state to another, according to their conditions and options. Income size can be
determined by the rate that represent their share in GDP. Table no. 1 presents the income tax rates in different states of
the EU.
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Tabel no. 1
Personal income tax rates in GDP in EU Member States
during the period 2000-2009 (%)

Average
Difference 2000-2009
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2009-2000

BE 132 135 133 130 12,8 127 121 120 126 122 -1,0 12,8
BG 41 36 32 33 32 29 27 32 30 29 -1,2 3,3
cz 46 45 47 49 48 46 42 43 40 36 -1,0 4,6
DK 256 26,0 257 256 24,9 249 248 252 253 265 0,9 25,3
DE 102 99 96 93 87 86 89 92 96 97 05 9,3
EE 69 66 64 65 63 56 57 61 63 57 1,2 6,3
IE 86 81 71 68 74 73 72 73 82 19 0,7 75
EL 50 45 45 44 44 46 46 47 47 51 0,1 4,6
ES 66 68 68 66 64 66 71 77 75 10 0,4 6,8
FR 84 82 79 79 79 80 79 75 77 15 0,9 8,0
IT 10,6 108 10,6 105 10,4 104 10,9 114 11,7 117 1,1 10,7
cY 36 39 43 44 35 39 46 63 50 39 0,3 4,3
LV 56 55 56 58 59 57 60 61 63 54 0,2 5,8
LT 77 72 69 65 68 69 68 67 66 41 3,6 6,9
LU 72 70 64 65 66 71 75 74 17 17 05 7,0
HU 71 75 75 70 66 66 67 71 77 13 0,2 7,0
MT 56 62 61 63 64 63 64 59 58 63 0,7 6,2
NL 60 62 68 65 60 66 70 74 72 86 2,6 6,6
AT 10,1 108 10,5 105 10,2 96 9,7 100 104 10,0 0,1 10,2
PL 44 45 43 42 36 39 46 53 54 46 0,2 4.4
PT 56 56 54 54 52 53 55 57 58 57 01 55
RO 33 33 27 28 28 23 28 33 34 35 0,2 2,9
S 56 57 57 57 57 55 58 57 59 59 0,3 5,7
SK 34 35 33 32 27 26 25 26 28 24 -1,0 3,0
FI 145 140 139 137 133 135 132 130 133 134 1,1 13,6
SE 17,2 16,0 14,7 152 154 155 155 146 142 164 0,8 15,5
UK 10,6 106 102 98 9,8 102 10,4 105 10,7 104 0,2 10,3

UE27 8,2 8,1 7,9 7,9 7,7 7,7 7,8 80 81 8,0 - -
UE25 8,5 8,5 8,3 8,3 8,1 8,1 8,2 84 85 8,4 - -
UE15 106 105 102 101 100 101 101 102 97 107 - -
NSM12 5,2 5,2 51 51 49 47 4,9 52 52 4,6 - -

Source www.europa.eu.int, Statistic Eurostat

Regarding the share of personal income in GDP for countries of the EU in the period 2000-2009 (table no. 1.)
we see that the average values for this indicator in the EU27 varies between 7,7% - 8,2%.

In the period under review, significant reductions in personal income taxes in GDP were recorded in Lithuania
(from 7,7% in 2000 to 4,1% in 2009), Belgium (13,2% in 2000 to 12,2% in 2009), Bulgaria (from 4,1% in 2000 to
2,9% in 2009), Czech Republic (from 4,6% in 2000 to 3,6% in 2009), Slovakia (from 3,4% in 2000 to 2,4% in 2009)
and Finland (from 14,5% in 2000 to 13,4% in 2009).

At the same time significant increases in personal income tax share of GDP were recorded in Denmark (from
25,6% in 2000 to 26,5% in 2009), Malta (from 5,6% in 2000 to 6,3% in 2008) and the Netherlands (from 6,0% in 2000
to 8,6% in 2009).

Also, we note that in the case personal income tax share of GDP is a discrepancy between developed and less
developed countries. For example, in Denmark, Sweden, Finland, Great Britain, Belgium the values are 26,5%, 16,4%,
13,4%, 10,4%, 12,2 while in Bulgaria, Romania, Slovakia personal income tax share of GDP is only 3%.

Analyzing the chart. no 1. we note that regardless of the time of analysis (2000 or 2009 year) the largest share of
personal income tax in GDP is registered in Denmark, followed by other developed countries such as Sweden, Finland,
Belgium to a difference of 11 and 12 points percentage.
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Chart no. 2. GDP personal income tax rates in EU Member States,
in 2009 compared to 2000

From the data presented above we observe that the EU average rank registered in 2009 (8,0%) are only to a
total of 9 countries: Belgium (12,2%), Denmark (26,5%), Germany (9,7%) , Italy (11,7%), Netherlands (8,6%), Austria
(10,0%), Finland (13,4%), Sweden (16,4%), the UK (10,4%), and below this average remaining EU Member States:
Bulgaria (2,9%), Czech Republic (3,6%), Estonia (5,7%), Ireland (7,9%), Greece (5,1%) Spain (7,0%), France (7,5%),
Cyprus (3,9%), Latvia (5,4%), Lithuania (4,1%), Luxembourg (7,7%), Hungary (7,3%), Malta (6,3%), Poland (4,6%),
Portugal (5,7%), Romania (3,5%), Slovenia (5,9%), Slovakia (2, 4%).

3. Analysis of the share of income tax in total tax revenue in Romania and other European
Union member states

In 2009 the share of income tax in total tax revenue recorded a high level in Denmark (55.1%), followed by
Sweden (31.2%). Slovakia was the opposite with a level of this share of 8.4%.

In Romania, at the same time, the share of income tax in tax revenue was 13.1%, with 1 percentage point more
than the previous year and by 4.8 percentage points more than the level registered in the introduction of flat taxation.

The 1995-2009 time major growth occurred in Denmark (3.2%), Spain (3.6%), Greece (2.5%), Luxembourg
(2.5%). Significant reductions occurred in Lithuania (11.5%), Czech Republic (3.0%), Estonia (6.2%).
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Graph no. 2. Evolution of the share of income tax in total tax revenue in the EU27,
2009 vs. 2000 (%)
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Significant changes in the time period 2000 - 2008 took place in Estonia (by -6.2 percentage points), Lithuania
-11.5%), Czech Republic (-3.0%), Portugal (-2.3%) as results from the chart. 3.
11.5%), Czech Republic (-3.0%), P 1 (-2.3% Its f he chart. 3
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Graph no. 3. The change in personal taxes in total tax revenue in EU Member States,

in 2009 compared to 2000

According to the chart. 3, in 2000-2009, the share of personal taxes in total tax revenue recorded growth in 16
countries: Denmark, Ireland, Greece, Spain, Italy, Lithuania, Luxembourg, Netherlands, Austria, Poland, Portugal,
Romania, Slovakia, Finland, Sweden and the United Kingdom and in a much larger number of countries there was a
decrease in the share of personal taxes total tax revenues: Belgium, Bulgaria, Czech Republic, Estonia, France, Cyprus,
Latvia, Malta. Depending on the average share of personal income taxes in total tax revenue for the period under
review we group the countries into four categories according to chart. 4.
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Graph no. 4. The level of personal taxes in total tax revenue in the EU27,
during 2000-2009
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4. Personal income tax rates for employees in the eu27
Tabel no. 2
Personal income tax rates for employees in the EU from 2000-2011 (%)

Diferenta
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2011-2000
BE 60,6 601 564 53,7 53,7 53,7 537 537 537 537 537 537 -6,9

BG 40,0 380 290 29,0 29,0 240 240 240 100 100 100 100 -30,0

Cz 320 320 320 320 320 320 320 320 150 150 150 150 -17,0
DK 59,7 598 59,8 598 59,0 590 59,0 590 590 590 515 515 -8,2
DE 538 51,2 512 512 475 443 443 475 4715 475 4715 475 -6,3
EE 260 26,0 26,0 260 260 240 230 220 210 210 210 210 -5,0
IE 44,0 420 420 420 420 420 420 410 410 410 410 410 -3,0
EL 450 425 400 400 40,0 40,0 40,0 400 40,0 400 450 450 0,0
ES 48,0 480 480 450 450 450 450 430 430 430 430 450 -3,0
FR 59,0 583 578 548 534 535 458 458 458 458 458 46,7 -12,3
IT 459 459 46,1 46,1 46,1 441 441 449 449 452 452 456 -0,3
CYy 40,0 400 400 300 300 300 300 300 300 300 300 300 -10,0
LV 250 250 250 250 250 250 250 250 250 230 260 250 0,0
LT 330 330 330 330 330 330 270 270 240 150 150 150 -18,0
LU 472 431 390 390 390 390 390 390 390 390 390 421 -51
HU 44,0 400 400 400 380 380 36,0 400 400 400 406 203 -23,7
MT 350 350 350 350 350 350 350 350 350 350 350 350 0,0
NL 60,0 520 520 520 520 520 520 520 520 520 520 520 -8,0
AT 50,0 50,0 500 500 500 500 500 500 500 500 500 500 0,0
PL 40,0 40,0 400 40,0 40,0 400 40,0 400 400 320 320 320 -8,0
PT 40,0 40,0 400 40,0 40,0 400 420 420 420 420 420 465 6,5
RO 40,0 40,0 400 40,0 400 160 160 160 160 160 160 16,0 -24,0

Sl 50,0 50,0 500 500 500 500 500 410 410 410 410 410 -9,0
SK 42,0 420 380 380 190 19,0 190 190 190 190 190 190 -23,0
FI 540 535 525 522 521 510 509 505 501 491 486 49,2 -4,8

SE 515 53,1 555 547 564 566 566 566 564 564 564 564 4,9
UK 40,0 400 400 400 400 400 40,0 400 400 400 50,0 500 10,0
UE27 44,7 43,7 422 422 412 399 393 391 378 371 375 371 -7,2
UE25 450 441 428 428 418 414 409 406 398 390 394 390 -5,6

Source www.europa.eu.int, Statistic Eurostat

Analyzing the data presented in the table above we see that EU income taxes on personal record high values,
which demonstrates once again that labor taxes have a high level within the European Community.

In the paper"The structure of tax systems in the EU" is made a classification of taxes on work, taking into
account the distinct between employees and unemployed.

All these changes are mainly due to changes to the income tax system. In order to determine income tax rates
are frequently used proportional or progressive quotes, meeting frequently in the EU imposition proportionate share, as
its shares dropped gradually progressive imposition composed (in installments). In table no. 2. are personal income tax
rates for employees in the EU27. Member States have implemented a wide range of fiscal measures that had the effect
of stimulating employment.

Reduce tax rates of wages was an important element of the targeted increase in labor supply or aimed at
improving the living conditions of people with low incomes.

Currently the average personal income tax rates applied to employees in the EU27 is 37.10%. Countries that
practice a tax rate above the average are: Belgium (53.7%), Denmark (51.5%), Germany (47.5%), Ireland (41.0%),
Greece (45.0%) Spain (45.0%), France (46.7%), Italy (45.6%), Luxembourg (42.1%), Netherlands (52.0%), Austria
(50.0%), Portugal (46.5%), Slovenia (41.0%), Finland (49.2%), Sweden (56.4%), United Kingdom (50.0%) - chart. 5.
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Graph no. 5 Statutory rates of personal income tax of employees
in EU member states in 2011

In the EU Member States another indicator in order to express the employment tax burden is implicit tax rate
on labor.
Implicit tax on labor share (implicit tax rates on labor) is defined as the sum of all direct and indirect taxes and

social contributions of employers and employees required and placed on the income from employment (employees)
divided by total compensation (payments) employees thus income from wages

ciim = @xes_on_employeed _work .

- 00
wage _incomes

1)

Implicit tax on labor share is calculated only for employment (employee - employed labor), avoiding thus
translating the tax burden on social transfers, including pensions (ie unemployed workers - non-employed labor). Direct
taxes are defined as direct tax burden that reduces individual income. Called indirect taxes on labor income, currently
applied in some Member States are taxes like those on payroll paid by the employer. Employers taxes include all taxes
related to wages, especially withholding paid by the employee and the employer, including compulsory social
contributions. It consists of taxes on personal income derived from various sources of employment, income from social
benefits including pensions, dividends and interest of persons employed, retained compulsory social contributions on
payroll employees, mandatory social security contributions paid by employers.

Rewarding employees is the total remuneration, in cash or in kind, paid by an employer to an employee in
exchange for work. This is the gross salary (in cash or kind) and also in social security contributions and payroll taxes
withheld. In addition, employer contributions are included in social security (including imputed social contributions) as
well as contributions to private pensions or other programs of this type. Compensation of employees is thus a rough
measure of gross economic income of employees before charging other fees or payments.
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Implicit tax on labor share approximates the average real tax burden on labor income in an economy. Tax rate
can hide important variations in real rates / effective tax from a household type to another or from one employee to
another.

Tabel no. 3
Default rates of taxation on work in Member States of the European Union
during 2000-2009

Diferenta
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2009-2000
BE 43,6 433 433 431 438 436 425 424 426 415 -2,1
BG 38,7 343 329 355 347 347 306 299 276 255 -13,2
Cz 40,7 40,3 412 414 417 417 412 414 395 364 -4,3
DK 41 408 388 381 371 371 372 365 364 350 -6,0
DE 40,7 405 404 404 388 388 389 386 392 388 -1,9
EE 378 373 378 369 338 338 336 34 33,7 350 -2,8
IE 285 274 26 25 254 254 254 257 246 255 -3,0
EL 345 346 344 35 344 344 348 359 37 29,7 -4,8
ES 28,7 295 298 299 303 303 30,7 314 305 318 3,1
FR 42 417 412 415 419 419 419 414 414 411 -0,9
IT 42,2 421 42 419 413 413 411 426 428 426 0,4
CYy 215 228 222 227 245 245 241 24 245 261 4,6
LV 36,7 365 378 366 332 332 331 31,1 282 287 -8,0
LT 412 402 381 369 349 349 336 331 33 331 -8,1
LU 299 296 284 2972 30 30 30,2 31 315 317 1,8
HU 414 409 412 393 384 384 388 41 424 41,0 -0,4
MT 206 214 208 204 213 21,3 21,3 19,9 202 20,2 -0,4
NL 345 306 309 315 316 316 344 342 354 355 1,0
AT 40,1 40,6 40,8 40,8 40,8 40,8 408 41 41,3 40,3 0,2
PL 336 332 324 327 338 338 354 34 328 307 -2,9
PT 21 274 276 278 281 281 286 296 296 231 -3,9
RO 33,5 31 312 296 281 281 301 30,2 295 243 -9,2
Sl 37,7 375 376 377 375 375 373 359 357 349 -2,8
SK 36,3 371 367 361 329 329 304 31 335 312 51
Fl 441 441 438 425 415 415 416 413 413 404 -3,7
SE 46 451 438 439 442 442 438 425 42,1 395 -6,5
UK 25,3 25 241 243 256 256 26 26 26,1 251 -0,2

Source: www.europa.eu.int, Statistic Eurostat

In 2009 default rate in Romania implicit working tax was 29.5%, ie by 7.8 percentage points less the
maximum level then recorded in 2000 (33.5%).
Highest levels of implicit tax rates in work has recorded in countries such as Belgium, France, Italy, Hungary,
Austria, Finland and Sweden above 40% level. At the opposite end is Ireland, Cyprus, Malta, where taxation has
default rates of around 21%.

5. Conclusions

At European Union level, in order to determine taxes for individuals, are taking into account the family status
in the following situations:

1. Are taking into account the implementation of tax schemes that vary depending on family status. In some
countries, the tax element is individual. This situation is typical of countries like Italy, Netherlands, United Kingdom.
In contrast, in countries like France, Germany, Ireland and option of Spain, are taken into account the family in order
to determine the amount of taxation.

2. Itis intended to provide tax credits and allowances in relation to marital status and existence of dependent
children, so children loans. Such is the case in countries such as Germany, Italy, Netherlands and the UK.
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3. Cash transfers and external benefits of the tax system. This measure aims transfers provided for dependent

children and is found in countries like France, Italy, Spain, Ireland, United Kingdom

In conclusion, we believe that increasing taxes on labor, as a part of the work offer determine to move towards

informal work activities. Therefore, increasing tax generate reduction of work suply that generates decreasing tax
revenues, while tax evasion development.
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