
Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue  4/2013 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 1844 – 7007 

 

 

INFLUENCE OF THE SIZE OF REVENUE DIRECT TAXATION 

SALARY FOR DIFFERENT CATEGORIES OF TAXPAYERS 

 
CHIRCULESCU MARIA FELICIA 

2teaching assistant Faculty of Economics and Business Administration, 
Constantin Brâncuşi University of Târgu Jiu, Romania, 

chirculescu_felicia@yahoo.com 

 

 
ABSTRACT 

 This paper includes quantitative research methods based on statistical data and qualitative research 

methods based on case studies, comparative studies and text analysis to highlight changes in the law on labor. I 

actually made a change to the economic aspects of its direct taxation and social. Thus, the results of analyzes 

allow us to say that although a rate reduced income from wages should encourage work and reduce salary 

benefits society made of gray area, however, these legislative changes generate benefits for employers, as 

private system is often negotiable salary income net rather than gross. 

 

Cuvinte cheie: direct taxation, income tax, tax measures, salary net 

 

Clasificare JEL : G17, G32 

 

1. Introduction 
 

In developed countries economically, the tax systems are geared towards direct taxes, taxes have a more 

pronounced effect on the formation and income distribution in society, and for developing countries, the tax 

revenues of the public budget is mainly on account of indirect taxes, taxes have a stronger impact on 

consumption and saving behavior of the population
1
. 

The base size of the income tax have a major determining taxable income and acceptance of pre-tax 

deductions from their income. 

Tax-exempt income is one way that governments can achieve social objectives proposed, supporting 

specific groups in need. Usually, it's income and of social aid, grants, invalidity, sickness, etc.. 

Ability to pay is taken into account because in most countries are granted deductions depending on 

circumstances of each taxpayer. The award criteria vary from country to country, but the effect is the same: each 

taxpayer has the opportunity to reduce taxable income, reduce their tax increase disposable income. 

 

2. Theoretical and salary income on their tax 

 
In Romania, until 31 December 2004 were granted personal allowances for each taxpayer consisting of 

a basic deduction, which have benefited all taxpayers regardless, and additional deductions for dependents and 

health the taxpayer or dependents (to be considered if it is invalid or disabled). Starting on January 1, 2005, was 

waived consideration of the health of the taxpayer and his dependents, taking into account in granting personal 

deductions only the size of gross monthly income from wages. 

Salary income are the income in cash and / or in kind from the individuals carrying out an activity under 

an individual contract or a special status provided by law, regardless of the period covered or form of the 

granted, including allowances for temporary disability
2
. 

According to existing legislation
3
 are treated as income from wages: 

- allowances from activities as a result of public functions established by law; 

- allowances from activities as a result of chosen functions in non-profit legal entities; 

- the monthly gross and net amount of profit due to company directors or national companies, 

companies where the state or a public authority is a majority shareholder as well as autonomous; 

                                                 
1 Cosmin Enache, Vancu Johnny, "Some aspect of indirect taxes in contemporary European economies", Scientific Session with International 

Participation "financial world - present and perspectives", Cluj Napoca, 12 to 12 November 2004. 
2 Article 55, paragraph 1, Law 571/2003 together with HG 44/2004 on Fiscal Code and Implementing Rules, as amended and supplemented 
3 Article 55, paragraph 2, Law 571/2003 together with HG 44/2004 on Fiscal Code and Implementing Rules, as amended and supplemented 
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- remuneration of directors under an agency under the Companies Law;; 

- amounts received by representatives of the general meeting of shareholders, the board of directors, 

directors and members of the supervisory board and the auditing committee; 

- sole monthly allowance, the value entered in the statement of social insurance; 

- other categories stipulated by legal regulations. 

Proportional taxation of personal income tax form involves taking the same proportion of income 

taxable material for all taxpayers, regardless. This technique is practical expression of the application of tax 

sacrifice proportion theory: each taxpayer suffers loss after taxation of the same share of total individual utility. 

However applying this technique to determine the effects of discriminatory taxation between the 

taxpayers, in terms of real purchasing power losses faced by taxpayers through taxation. 

The sacrifice made by paying a proportional income tax type by taxpayers is not the same for taxpayers 

with low income and very low compared to that done by those with high incomes and very high. Taxpayers with 

low incomes and very low tax waived by the consumption of basic necessities, satisfy their basic needs, lower, 

while taxpayers with high incomes and high waive the tax on consumption of goods that satisfy their higher 

needs. To mitigate this negative effect, proportional taxation must be supplemented by other fiscal policy 

measures such as setting a minimum tax-free and government assistance programs and social protection. 

In terms of tax incentives granted by the tax authorities to pay income tax, they usually address the 

production of social effects, consisting in reducing the tax burden of categories in difficulty. Thus, to increase 

disposable income of taxpayers in these social groups (disabled people, disabled, widows and war widows, etc..) 

Or from specific regions may be granted tax reduction or exemption from payment. 

In this section we analyze the impact of various fiscal policies on living standards, quantitative 

expression of the quality of life, as shown above. Analysis is made on political cycles, given that they have 

alternated with a significant impact on quality of life. 

If the periods 1992-1996 and 2000-2004 Romania had social democratic government, left-oriented, the 

doctrine which promotes a greater social policies, state insurance, a decent living, in periods 1996-2000 and 

2005-present, Romania has the right-oriented government, whose doctrine is oriented more towards fostering 

and promoting the market economy. 

 

3. The taxation of income from wages 

 
Introduction of proportional tax rate percentage occurred in Romania after 10 years behind other former 

communist countries, Estonia, adopt this solution. Example Estonia was adopted by other countries such as 

Latvia and Lithuania. 

In Romania, the introduction in 2005 of the new tax system did not ignore the conditions and 

commitments Romania, these arising from EU accession negotiations and agreements with the International 

Monetary Fund. 

Introducing tax rate of 16% and progressive abandonment rates that ranged between 18% and 40% 

meant a win for everyone, but to put the question this time was collected which cover revenue shortfalls from the 

state budget determined by the flat? The official argument was that there would be compensation by broadening 

the tax base and improving collection. In this regard, the Government had to adopt some measures, the purpose 

of covering this gap: increasing the tax on dividends, on capital and income of micro, increasing excise 

repeatedly and finally the VAT increase by 5 percentage points such a standard rate of 24%. 

Introducing the proportionate percentage of tax, both wages and the profits of companies, has been 

recognized by professionals as a radical solution, especially since the government wanted to eliminate double 

taxation. Theoretically a lower tax can cause foreign companies to invest in Romania, but this criterion is not 

sufficient to determine the position and the investor's decision. 

A tax rate of wages should be reduced to encourage work and reduce salary benefits society made of 

gray area. We believe that these effects are likely to achieve the hoped for since the introduction of flat tax if 

social security contributions would record a lower level. 

Until January 1, 2005 taxation is made under a system of progressive installments. It also applies to 

income tax system, is performed early tax payments during and after the fiscal year to globalize all income, 

using the tax cuts provided in the table no. 1. 

Table no.1 

Scale annual tax personal income available in 2004 

Annual taxable income - lei (RON) Annual tax (tax rate)- % 

0 1 

To 2.880  18% 

2.880 – 6.960 518,4 + 23% for what exceeds the amount of 2.880 lei 
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6.960 – 11.160 1.456,8 + 28% for what exceeds the amount of 6.960 lei 

11.160 – 15.600 2.632,8 +34% for what exceeds the amount of 11.160 lei 

Over 15.600 4.142,4 +40% for what exceeds the amount of 15.600 lei 
Source: Law no. 571 of 22 December 2003 regarding the Fiscal Code, published in the Official no. 927 of 23 December 2003, Article 43 

4. Analysis of the effects of tax rate proportional percentage of the different categories of 

employees 

 
In practice for determining the tax on income from wages is two way, namely: 

 

 

 

 

 

 

 

 

 

 

 

The examples showed how we made the determination of income tax from wages at work that taxpayers 

declared their basic function. We also highlighted by the changing effects of legislation on the taxation of wages. 

Table no. 2 

Determination of annual income tax for taxpayers with no dependents  

under the scheme with progressive cuts in 2004 

Monthly 

earnings 

Monthly social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 102 200 298 3.576 678,4 9,42% 

1.050 178,5 200 671,5 8.058 1.764,2 14% 

1.450 246,5 200 1.003,5 12.042 2.932,6 16,85% 

1.900 323 200 1.377 16.524 4.512 19,78% 

3.500 595 200 2.705 32.460 10.886,4 25,92% 
Source: Own calculations 

Table no. 3 

Determination of annual income tax for taxpayers with two dependents 

 under the installment system gradually from 2004 

Monthly 

earnings 

Monthly social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 102 400 98 1.176 211,68 2,94% 

1.050 178,5 400 471,5 5.658 1.157,3 9,18% 

1.450 246,5 400 803,5 9.642 2.157,36 12,39% 

1.900 323 400 1.177 14.124 3.640,56 15,96% 

3.500 595 400 2.505 30.060 9.926,40 23,63% 
Source: Own calculations 

Table no. 4 

Determination of annual income tax for taxpayers with no dependents under the proportional system in 

2005 

Monthly 

earnings 

Monthly social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 102 250 248 2.976 476,16 6,61% 

1.050 178,5 250 621,5 7.458 1.193,28 9,47% 

1.450 246,5 200 1.003,5 12.042 1.926,72 11,07% 

1.900 323 140 1.437 17.244 2.759,04 12,10% 

 

Determination of income 

tax from wages 

The location of the basic function: 

- Apply 16% on taxable income determined by deducting 

from net monthly income from wages to deduct personal, 

union dues and mandatory private pensions; 

For income earned outside the basic function: 

Apply 16% of base determined as the difference 

between gross income and mandatory contributions for 

each place to achieve it 

202



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue  4/2013 

 
„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 1844 – 7007 

 

 

3.500 595 0 2.905 34.860 5.577,6 13,28% 
Source: Own calculations 

Table no. 5 

Determination of annual income tax for taxpayers with two dependents under the proportional system in 

2005 

Monthly 

earnings 

Monthly social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 102 450 48 576 92,16 1,28% 

1.050 178,5 440 431,5 5.178 828,48 6,57% 

1.450 246,5 350 853,5 10.242 1.638,72 9,41% 

1.900 323 250 1.327 15.924 2.547,84 11,17% 

3.500 595 0 2.905 34.860 5.577,6 13,28% 
Source: Own calculations 

Table no. 6 

Determination of annual income tax for taxpayers with no dependents under the proportional system in 

2013 

Monthly 

earnings 

Monthly social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 99 250 251 3.012 481,92 6,69% 

1.050 173,25 250 626,75 7.521 1.203,36 9,55% 

1.450 239,25 200 1.010,75 12.129 1.940,64 11,15% 

1.900 313,5 140 1.446,50 17.358 2.777,28 12,18% 

3.500 577,5 0 2.922,5 35.070 5.611,20 13,36% 
Source: Own calculations 

Table no. 7 

Determination of annual income tax for taxpayers with two dependents under the proportional system in 

2013 

Monthly 

earnings 

Monthly 

social 

contributions 

Personal 

allowances 

Monthly 

taxable 

income 

Annual 

taxable 

income 

Annual 

tax 

Pf (Annual tax / 

monthly wage x12) 

0 1 2 3 4 5 6 

600 99 450 51 612 97,92 1,36% 

1.050 173,25 440 436,75 5.241 838,56 6,56% 

1.450 239,25 350 860,75 10.329 1.652,64 9,49% 

1.900 313,5 250 1.336,5 16.038 2.566,08 11,25% 

3.500 577,5 0 2.922,5 35.070 5.611,2 13,36% 
Source: Own calculations 
 

It appears, therefore, that the higher portion of income increases, the gain brought by the flat increases. 

But this is due to the fact that people in upper tranches were under no pressure much higher tax, and uniformity 

of tax burden from income tax generated by the flat was that these categories of taxpayers to have the biggest 

gains came therefore, gains in living standards. 

As the private system, in most cases not being negotiated salary and gross salary net, lower taxation, 

both in terms of income tax from wages and in reducing income taxes will be an asset of the employer. 

 

5. Conclusions 
 

Lack of coordination between the flat tax with other tax measures does not result in bringing income tax 

in the gray legal area. If the introduction of new taxation system is not accompanied by a series of measures 

designed to improve economic life in Romania and to allow correction of the inherent difficulties which will 

result from implementation of the new type of tax, expected results will not be achieved. These measures 

include: lower social contributions related to wages (which would certainly lead to reduced labor costs), giving 

the idea of social redistribution through your taxes (social redistribution policies to make the expenditure), and 

and other measures. 
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Also consider that with the advantage of the current tax system (tax burden provided by the size of 

income is more manageable, it is possible to avoid tax payments and shift work from one form to another, 

depending on the load tax return for it, reducing management costs by eliminating printing, distribution and 

processing of declaration forms, as well as simplifying the calculation, collection and tracking of tax), specified 

in the literature, we mention some major drawbacks including are: 

- eliminate the possibility of globalization of income deductions and the granting of the tax base.; 

- size of net income is higher in high-income taxpayers and large 

- a settlement is not possible progressive tax burden than income. 
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