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Introduction

Koen Caminada, professor Empirical analysis of social and tax policy, Leiden University

Academic Director Institute of Tax Law and Economics. UL

Vice Dean Faculty Governance & Global Affairs, UL The Hague I '

Topics
O Distribution tax-benefits social security and pensions Tnx HﬂﬂﬂM
 Tax policy
O Reforming social and tax regulations
d Poverty EU and OECD / Lisbon Agenda / Europe 2020
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Environment

dDebate Tax Reform is going on for a while:
Committee Van Weeghel (2010) and Committee mG! HOW WD /

Van Dijkhuizen (2012/2013) WE GET HERE'P” /

e

>
-’.’040" ”

B2 2

QMajor Tax Reform 2001 (preparation 1997)

dMirrlees Review (2011) - current tax system
(dis)incentives for labor participation (high
marginal rates labor income)

dTax Committee — Report (2012) and Final
report (2013)

Parliament called-upon: Kamerbrief Keuzes ( _'\ i .'
voor een beter belastingstelsel (2014) e

dEuropean Commission and OECD encourage to ;
adjust Dutch tax system opyright by Wit Wuerke
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The Political Economy of Tax Reform

In the real world (i.e. not the one inhabited by tax
theorists), proposals for tax reform are constrained
by politics — not least the unfortunate observation
that those who lose from tax reforms tend to be

vengeful while those who gain from them tend to be

ungrateful. This can lead in tax policy, perhaps more
than in other areas of public policy, to a ‘tyranny of

the status quo’.

P. Johnson en G. Myles (2011), The Mirrlees Review,
Fiscal Studies, vol. 32, no. 3, p. 323
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Outline

Intended tax policy - looking ahead
Today: looking back

Assessment framework for income tax policy
a) Distribution of income tax ratios in the Netherlands
b) Perspective income (re) distribution
c) Results 1990-2014

“The hardest thing to
understand in the world

Tax policy: results since 2001 s the income tax.”

Tax legislator discriminates ... Increasingly - empirics Albert Einstein

Final: from the 50th percentile onwards a ‘marginal tax rate’ > 100% since 2001
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Government's fiscal position. Everybody happy?

Statistics Netherlands: highest tax burden in 20 years = 40%
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Intended tax policy: framing

« Budget Memorandum (MN2019): taxes will be reduced by 6.5 billion
compared to basic path (and that includes an increase of the burden by 9 billion)

» Council of State (Raad van State): government hide tax burden (both for citizens
and businesses). Discrepancy of 1.5 billion between MN2019 and MEV (CPB).

e CPB:i f 5.3 billi
CPB: increase of 5.3 billion Budget Memorandum (MN2019)

* 850 million for citizens  Lower business taxes (p. 6)
* 4.4 billion for companies » Both small firms and corporations will
profit from lower taxes (p. 49)

e Cabinet: 3.8 billion tax increase in line
with Coalition Agreement

(hidden in appendix MN2019). RAISE MY TAXES -

LOSE MY VOTE!




Dutch policy practice

Constitution Article 20: The livelihood of the population and
the wealth distribution are objects of government concern.

Socio-economic policy (SER): achieving a ‘fair’ distribution of income.

Figuur 1: Cumulatieve koopkrachtontwikkeling puntenwolk (basispad inclusief
regeerakkoord)

Many consecutive cabinets:
- existing income distribution not questioned
- maintaining existing distribution of income

- rather pragmatically

Koopkrachtmutatie 2018-2021

Exceptions: S taida

* Cabinet Den Uyl (1975) S LR R A A s
4% ") == Zelstandigen

« Cabinet Rutte-Asscher: income (re) distribution P I 3 Pl b £ == Hdssigwan

0 25 000 50 000 75 000 100 000 125.000
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Assessment Dutch tax policy since 2001

Main goals

v" Incentives: promoting labor participation and economic growth (CPB, 2018)

v Income tax policy: stable income distribution (Caminada et al, 2017)

How? Via instrumentalism - fiscal discrimination ...
 Tax regulation: in many places deviation from ability to pay

 Contradistinction between en within social groups:
tenants vs. owners, self-employed vs. employees, single
earners vs. dual earners, households with vs. without (young) .
children, wealthy vs. non-wealty. . 'Y sy
: °- . 0—

 Tax policy had to adjust annually (increasingly) to present

" " . . "It's a simple recipe. Add politics to
balanced" income effects of public policy. econifiices o roet hok ke

Discover the world at Leiden University Bron: Caminada & Stevens (20172)



Trade-offs Tax Policy

Towards welfare
A enhancing policy?
Equity / income

(re) distribution

Tax Reform?

Efficiency /
arbitrage

Urgency is still
missing although
much room for
improvement!

Fairness?
Who to tax:

households or
individuals?

Optimal tax structure depends on
* Societal aversion inequality
 Elasticity supply labor (tax incentives)

Tax law » Density population by income level

(Haig-Simon)
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Empirics: Leiden University global research team & data

»

Kees Marike Olaf Jim Jinxian Chen Koen
Goudswaard Knoef van Vliet Been Wang Wang Caminada
Leiden Leiden Leiden Leiden Hunan / China Shanghai Leiden

Assembled Datasets (URL: www.economie.leidenuniv.nl)

« Budget Incidence Fiscal Redistribution Dataset on Income Inequality

« Idem, on Relative Income Poverty Rates . N , Stud

. . . uxembpourg Income Study
Social Assistance and Replacement Rates Dataset World Wealth & Income Database

- Unemployment Replacement Rates Dataset ECHP-EU-Silc
. Sectoral Income Inequality Dataset Netherlands Income Statistics (CBS)
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http://www.economie.leidenuniv.nl/
https://www.universiteitleiden.nl/en/law/institute-for-tax-law-and-economics/economics/data-sets/leiden-lis-budget-incidence-fiscal-redistribution-dataset-on-income-inequality-for-47-lis-countries---1967-2014
https://www.universiteitleiden.nl/en/law/institute-for-tax-law-and-economics/economics/data-sets/leiden-lis-budget-incidence-fiscal-redistribution-dataset-on-income-inequality-for-47-lis-countries---1967-2014
https://www.universiteitleiden.nl/rechtsgeleerdheid/instituut-voor-fiscale-en-economische-vakken/economie/data/leiden-lis-budget-incidence-fiscal-redistribution-dataset-on-poverty
https://www.universiteitleiden.nl/rechtsgeleerdheid/instituut-voor-fiscale-en-economische-vakken/economie/data/leiden-lis-budget-incidence-fiscal-redistribution-dataset-on-poverty
https://www.universiteitleiden.nl/rechtsgeleerdheid/instituut-voor-fiscale-en-economische-vakken/economie/data/%E2%80%A2unemployment-replacement-rates-dataset
https://www.universiteitleiden.nl/rechtsgeleerdheid/instituut-voor-fiscale-en-economische-vakken/economie/data/%E2%80%A2unemployment-replacement-rates-dataset
https://www.universiteitleiden.nl/rechtsgeleerdheid/instituut-voor-fiscale-en-economische-vakken/economie/data/leiden-lis-sectoral-income-inequality-dataset

Nomenclature Statistics Netherlands

. : « Administrative data
Disposable income =

Market income from labor, business and wealth * Integral — micro data

e International conventlons

« Top quahty (7 Very
-/- income taxes, social contributions \Q ' Good

Y
&

+/+ social benefits

* Gross income = market income +/+ social benefits
« Disposable income = gross income -/- income taxes, social contributions

. Gross income —disposable income
Tax ratio = 4 x 100

Gross income

Equivalence scales: correction for size and composition of households
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Result: stable income distribution, 1990-2014

Shares income deciles equivalized disposable income

0,25 -Idem, top shares (1% of 0,1%) remarkably stable: no trend income concentration
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Share Dutch top incomes 1990-2012

10% - —Top 1% ---Top 0.1%
8% -
6% —_~\‘_/’—____///~\\\\‘ o
4% -
Top shares remarkable stable over time - no increasing income concentration
2% -
O% I I I I I I I I I I I I I I I I I I I I ]

Source: Caminada, Goudswaard & Knoef (2015)

2000
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Distribution equivalized market income: deciles, 2001-2014
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35
L
-— _--—_

_"—- -h-"

30 A

25
= o M TF 0w ~ WO O A ~Nm
o o o o 2 o o o o A A = -
o Qo Qo o Qo o o Qo o o o QO
(i I " A " A o A N o AN o NN o AN Y o Y " I " N o

Panel (c) Primair inkomen uit onderneming

2014%*

15 D1-D7 == == DE-DO ssseses Top
10
5
e a s T LSS RN e ]
--___-----------—”‘
0

2014*

Panel (b) Primair inkomen uit arbeid

40 D]_'D? -_— DS—DQ (R R R Top

----
"
...........
"
an
.........................
.
............

Panel (d) Primair inkomen uit vermogen

10 D1-D7 = = D8-D9 s++sss Top
3
0
. — - e — -_ -
-5
= o M % L w ~ O O o =S N M ¥
o < o o o o o o A A = -~ =
c o < 2 o 2 o < o o o O o -
L I T o T A o A o B o B o ﬁ

Marker income more
unequal:

« Lower share deciles 1-7

« Higher share deciles 8-10

Cause:
« Wages (panel b)

Not:

 Income from business
(panel ¢)

e Income from wealth

(panel d)
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Summary: Dutch income inequality and redistribution via
T/B-system—> decomposition
Change
1990 2001 @ 2001-2014

Gini primary income 0.514 0.494 0.556 0.062
reduction via social transfers 0.187 0.166 0.197 0.031
reduction via income taxes and social contributions 0.022 0.050 0.072

Gini disposable income 0.306 0.278 0.286 0.008

Redistribution T/B-system (Gini PI -/- Gini Dpi) 41% 44% 49% 5%-p

Shares (programs)

Public old-age pensions 32% 20% 33%
Supplementary pensions 20% 24% 25%
Income taxes and social contributions 8% 17% 18%
Welfare (safety net 13% % %

Discover the world at Leiden University Source: Caminada, Goudswaard & Been (2017)



Dutch phenomena? Vast literature on redistribution via
income by taxes and transfers in a comparative setting

« Atkinson (2003) « Lambert et al (2010)

 Atkinson & Brandolini (2001) » Mabhler & Jesuit (2006 and 2017)

» Brady (2004) « Morillas (2009)

« Brandolini & Smeeding (2007) - O’Higinis et al (1990)

e Ervik (1998) * Smeeding (2000, 2004 and 2008)

« Gottschalk & Smeeding (1997, 1998 and 2000) « OECD (2008, 2011 and 2015)

« Kenworthy & Pontusson (2005)  Immervoll & Richardson (2011)

» Kopi & Palme (1998) * Research team Reform of Social Legislation,

Leiden University

Budget Incidence Analyses
Did T/B- systems became less effective in redistribution since mid-1990s?

Claim OECD: reduced redistribution is a main driver of widening income gaps

Discover the world at Leiden University



Trend in fiscal redistribution among WA and total population

Total population Working-age population
Gini MI Gini Dhi Fiscal Red Gini MI Gini Dhi Fiscal Red
Around 1985 0.431 0.280 0.152 0.384 0.275 0.109
Around 2012 0.479 0.297 0.182 0.417 0.296 0.121
Change 1985-2012 0.048 0.018 +0.030 0.033 0.021 +0.012

1985-2012

Share rise inequality offset by Fiscal Redistribution

63%

Share rise inequality offset by Fiscal Redistribution

37%

« Sizeable increase market income inequality in most LIS countries over the last 25 years.

* Fiscal Redistribution via T/B-system increased too.

» T/B-systems increasingly effective at reducing inequality over time.

Study / database Caminada & Wang (2017)
* 47 LIS countries, 1967-2014 (N*T = 291 micro data sets)

« Above: 15 countries, 1983-2014

Discover the world at Leiden University




Key figures Dutch income (re)distribution and tax policy 2001-2014

Change
2001 2005 2010 2014

2001-2014
Income inequality
Gini gross equivalent income 0.33 0.34 0.35 0.36 0.03
-/- redistribution via income taxes + ssc 0.05 0.06 0.07 0.07 0.02
Gini equivalent disposable income 0.28 0.28 0.28 0.29
Redistribution, % 15% 18% 19% 20% 5%-p

Income taxes + social security contributions

Taxes, total as % gross income 38.8% 41.0% 40.8% 41.3%

- Social security contributions 20.0% 18.5% -1.5%-p
- Contributions health care 9.1% 11.7% 2.6%-p
- Income taxes + taxes on wealth 9.5% 11.0% 1.4%-p

Mean (real) disposable household income €35,000 €34,400 €36,000 €35,000

Discover the world at Leiden University Source: Caminada & Stevens (2017)



Heterogeneity tax ratios 2001-2014

Gross income —disposable income

Tax ratio = , * 100 ;
Gross income T' A
/p \

Mean tax ratio 2014 considerably higher than in 2001. What S
about heterogeneity?

Difference gross and disposable income (including employer's contribution)
* Taxes on income and wealth

* Social insurance premiums for employees (including pensions)
« Health insurance premiums (nominal + income-related contribution
- healthcare allowance)

Fiscal redistribution machine was running at full speed to
maintain existing income distribution.

Discover the world at Leiden University



Heterogeneity tax ratios (1) - open to debate

Level 2001 and 2014

Benefits
Self-employed
Wage employees

Smgle, female < 65 year
Single, male < 65 year
Single, female > 65 year
Single, male > 65 year

Couple > 65 year

Couple with kid(s) > 18 year
Couple with kids < 18 years
Couple without kids

Lonely parent, kid(s) > 18 years
Lonely parent, kid(s) < 18 year
Lonely parent

More persons households
One person housholds

All households

Discover the world at Leiden University
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Change 2001-2014

Benefits
Self-employed
Wage employees

Single, female < 65 year
Single, male < 65 year
Single, female > 65 year
Single, male > 65 year

Couple > 65 year

Couple with kid(s) > 18 year
Couple with kids < 18 years
Couple without kids

Lonely parent, kid(s) > 18 years
Lonely parent, kid(s) < 18 year
Lonely parent

More persons households
One person housholds

All households

Source: Caminada & Stevens (2017)
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Change Dhi (mean, %) per socio-economic group 2001-2014

Benefits |
Self-emploved
Wage emplovees

m Gross Income

Income taxes + ssc
Single, female < 65 vear
Single, male << 65 vear
Single, female = 65 vear
Single, male = 65 vear

m Puchasing power

Couple = 65 vear

Couple with kid(s) = 18 vear
Couple with kids << 18 yvears
Couple without kids

Lonely parent, kid(s) = 18 years
Lonely parent, kid(s) << 18 vear
Lonely parent

More persons households
One person housholds

All households

Discover the world at Leiden University Source: Caminada & Stevens (2017)



Tax Law may or may not discriminate? Unexpected
difference in tax ratios

Differences in tax ratios hardly depend on income levels, but:

* Household composition (alone / cohabitants / kids)
» Division of income between partners
 Preference raising kids (kindergarten)

 Preference home ownership (mortgage interest)

» Labor market status
* Age (65- versus 65+)
 Patterns of labor (sole earner, two earner couples, self-employed)

* Interest debts deductible; income from saving taxed

Discover the world at Leiden University




Heterogeneity tax ratios (2) = results fiscal discrimination

6%
Tax ratio = Gross income —d.isposable income
Gross income
50%a
40%a
30%
20%a
10%4
%o
0 10 20 30 40 50 60 70 20 Q0 100
Gross equivalized income (percentiles)
.Po!lcy: To what extent will sgmety take differences cancel o € 55865 5
in income and other factors into account by P10=22% P10=39%
d . e . 9 P50=39% P50=52%
etermining tax ratios: PYO= 50% P90= 56%

Discover the world at Leiden University Source: Caminada, Goudswaard & Knoef (2018)



How? Income related tax credits + allowances!

‘Als links het voor het zeggen
krijgt, hebben we straks
inkomensafthankelijke
krentenbollen.’

Mark Rutte
VVD partijcongres 2010

Discover the world at Leiden University

HEFFINGSKORTING

Kabinet camoufleerde’ belastingverhoging <\
van € 6,3 mrd voor middengroepen

‘Hardwerkende Nederlanders’ komen er onder Rutte 2 per saldo bekaaid vanaf, stelt oppositie

UlkoJorker
Den Hang

Staatssecretaris Eric Wiebes rie ptijdens
de behandeling van bet Belastingplan
2017 deze week het beeld opvan een eer-
stejuansstudent fiscaliteit.In diens mag-
delijke wereldbeeld staat nogvast datwie
meerwerkt en daardoor meerverdient,
ook meer moetoverhouden. En als twee
mensen evemeel verdienen, betalenze ook
evenveel belasting. Datis eerlijk.

Maar hetisniet de werkelijkheid in de
polder. Die student is politiek wel ‘heel
groen’ en heeft nog nietkennigremaakt
met het instrumentalisme’ in het belas
tingbeleid, schetste de stastssecretrisvan
Financién, Omvervolgens toetegeven dat
betinmiddels flink schuurt'in het stelsel
alsgewlgan ‘dingen dieop zichzel fver-
standigwaren'.

Wat te denkenvan de kassabediende
meteenminimumloom diezichopwerkt
tot chefsandezelfde supermarkt, die an
de brutostijging van zijn kon van €1000
permaand slechts € 38 over houdt? Geluk-
kigis destantendezzp'ermet eenkindon-
der de 12 en een werke nde partner. Hij of
2ij kan rustig€ 35.000 verdienenen betaa i
daar dan toch maar €67 belasting owr.

Ja, erkende Wiebes. Er mogen gerust
‘vrasgte kens worden gezet bij de uitwer-
kingandestapeling ' vanaldieverstandi-
s maatregelen om mensen xan et werk
te krijgen en onde memerschap te bewor
deren. Maar daar gast hij niets meeraan
wranderen.

Oppositiepartijen CDA, PWV,SP, Chris-
tenUnie en SGPbeukten tevergeefs in op
desoms absurd hoge marginale belasting-
drukvoor mensendie sich opwerkenan
een minimumloon naarmodaal Ze suit-
ten op be rusting aan de zijde van de cox
litie, ged ukd van Wie bes en wan trouwen
bij D66 over een moge lijke aandag op de
belastingvoordelen voor tweew rdieners
enzg'en.

Valge ns CarolaSchouten van de Chris-
tenUnieverdeelt het huidige belastingstel-
selworal tussen jong en oud, werkne mer
enzp'er, huurder en eigenaar en één-en
tweeverdieners. Een deel daarvan heeft
zichshui ijs deen. 7 kregen

|- o}
Toeslagenwoud

et belastingstelsel be-

staat ult een opteisom

van goede bedoelin-

gen en de regelingen
die daaruit voortvioelen.
Behalve de aigemene heffings
korting, Is er de Inkomensatfian
kefgke combinatiekorting voor
mensen met kinderen, de even-
eens inkomensathankelijke
arbeldstoesiag voor werken-
den, de zelfstandigen- en star
tersaftrek en mkb-winstvrijstel
ling voor ondernemers, de
ouderenkorting en de werkbo-
nus. Daarnaast spelen de toe
slagen een bepalende rol in de
ultwerang van de lastendruk,
zoals de zorgtoesiag, huurtoe
siag, het kindgebonden budget

inderopvangtoesiag.
Doordat de eerste twee nog

al abrupt vervallen bl Inkomens
tussen € 30.000 en €36.000
en daar ook de grootste
kiappen ais het gaat om de
marginale lastendruk, die in
uitzonderlijke gevalien meer
dan 100% kan Zijn. Wiebes is
niet verantwoordesgk voor het
Inkomensbeleid, dat Is minister
Asscher van Sociale Zaken. Die
verricht nu een uitvoerige stu-
die naar de marginale lasten
druk die straks betandt op de
‘to-dolljst’ van de kabinetsfor
matie.

Onder premier Rutte is de pi de 5 Oom fhankelijkhei oedg
aigemene g e N isde algemene heffings-  tenug te draaien, zouden de tarieveninde  ben ze nuniet.”
nivelieren. Dat heeft hij zelf in kortingstilletjes gaannivelleren. Dathee  tweede en derde schijf metbijna 5% moe-  Wiebeswijsterop dat slechts 5

gang gezet. roro v NuMUIEH

de middengroepenonder it WI-PrdA-ka-
binetvan Mark Rutte een belastingwer ho-
ging voor de kiezen vanzo'n €6,3 mrd,
zonder dat daar veel ruchtbaarhéid san
werd gegeven. Eris op een sticke me ma-
nier een wijziging doorpvoerd die grotr
was dan de lastenverlichting van €5 mrd
van afgelopen jaar', chimt Schouten.

Zekriji daarin bijvalvan emeritus hoog-
leraar fiscale economie Leo Stewens. De
boosdoener: ‘De algemene heffingskor-
ting, die niet alge meen meer is.’ De alge-
mene be fingskorting wasakijd het deel
van het inkomen waar de overbeid niet

hij 2 ifin ganggezet. Na deopstand in de
WD tegendeinkomensafhankelijke zorg-

ten stijgen. Ben bedragvan €6,3 mrd, gaf
hij toe. ‘Metandere woorden: dit kabi

premi y et d
e i lwissel-

heeftstilleges de bel ievenvoorde

el worde PrdA.

Sluipen de rwijsve rwerd de heffingy kor-
ting wervolgensvan een principiélevrijsiel-
lingvan eendee Ivanh et inkome n, een be
staansminimum waar de Staat nooit aan

et bijna 5% verhoogd.

is urgent. Dat heb-

sande
belstingplichtigen helemaal geen hef-
fingshorting meer krijgt. Maar wlgens
Schouten gaat het om een transfer an

Oigeleid 4
de stastsse cretarisvoor de voeten.

De burger wordt volgens Stevens sui-
penderwijs zwaarder belast dankzij deze
‘camouflage techniek”. Datis datvolgens

2o0u komen,tot degz P
stelsel. Hetis me in gk

het dragylakin

worden', zegt Schouten. Stevens vermoedt

des: 7 Al ichdoor
systeem bedroge nvoeken, loop je het

datdeVVDdat slilkte

coopeen reactie. Wer-
K

oging
Staatssecretaris Wiebes erkende in de
Kamercommissie, bij het overleg over het

Carola Schouten: ‘Met andere
fen: dit kabinet

heeft

wat

stelselwaarmen sen weer een

open kregen

minder algemeen i den’. Hij maak-
te er ook geen gebeim vandat hij werd af-
b d i tedichten.

stilietjes de
voor d

Onder Mark Rutte, de

bijna 5% verhoogd.”

aona 6. 18-11-2016 @ Het Financiesls Daablad

Fraaiis het niet, gaf hijtoe. Alsjeschoon-
heid had nagestree  had je dat vermoede-
lijk anders gedaan’, aldus de VWI'er.

onder dit kabinet een
belastingverhoging
van zo'n €6,3 mrd
voor de kiezen

middeninkomens naar de laagste. Het
y 2 PRI

7
isenom geworden. Het gaat om politie-
agenten, en leraren, helemaal geenextre-
meinkomens. Laat de VWD énde PrdA dat
maar eens uitleggen 3an de mensen met
eenmiddeninkomen’, zegt Schouten.
Beide partijen wijzen erinhunreacties
op datde koopkrachtvan de middenin-
komens sinds 2014 weer fors is gestegen
nade ‘moeilijke mastregelen’ uit de pe-
riode daarwor. ‘De tarieven in de tveede
en derde schijf zijn dit jaar al ombaag ge-
gaan', zegt VVDKamerlid Aukje de Vries.
En Pulter Ed Groot wijst er net als Wie-
besop dat bet prioriteit was om de over-
ang van uitkeri ngn sar werk weer konend
temaken. Datis gehukt. Hetverschil is o
205 Dat moestwele ryens andersworden
teruggehaald.

velleren is een feest®

Hans Spekman, 3 nov 2012




Figure 1: Tax-benefit system 2005, 2017 and long run (1) . ) .
Figure 2: Tax-benefit system 2005 and 2017 (2)

(a) Statutory marginal tax rates (b) General tax credit
(a) Child care subsidy (b} Income-dependent child subsidy
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Illustration 1: income loss when a lone parent with modal
income will cohabitate with ...

Partner Partner Partner 2x Partner Partner Partner 2x

minimum  modal modal minimum modal modal
wage, no wage, no wage, no wage, 2 wage, 2 wage, 2
kids kids kids Kids kids kids
-€ 4.000 ———
.
I I
-€ 8.000 S . O
-€ 12.000 -
€ 16.000 B Credit lone parents Allowance kids Contribution kinderkarten
m Allowance healt care IACK ®m Allowance tennants
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Illustration 2: sole earner couple under pressure

v’ promote labor participation + economic independency of partners

« Lower taxes two earner couples via higher tax credits (AK, IACK)
« Higher taxes one earner couple: phasing out credits (AHK, aanrechtsubsidie)
 Income related schemes, credits, et cetera

Result: divergence difference tax ratio one and dual earners couples
International comparison:
« Netherlands at the forefront of the difference in tax burden between one and

dual earner households (with an equal gross household income).
« Tax ratio difference is far above other countries

Discover the world at Leiden University



Causes differences tax ratio sole earner — dual earner couple

(50%-50%), euro’s 2018
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Source: Caminada (2018)
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Changes gross income 2001-2014 unequally distributed
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Changes income taxes + ssc 2001-2014 unequally distributed
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IncreaSing rEdiStribution eees (changes 2001-2014, euro)

From the 50th percentile onwards: ‘marginal tax rate’ = 100%
€ 16.000
mmmmm Change income taxes + ssc due tax policy
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... but in the end not that much changed in the distribution
of disposable income (changes 2001-2014, euro)
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Concluding remarks

Policy commitment since 2001
v’ Stable income distribution (implicit)
v" Promoting labor participation and economic independency

How? Via higher taxes + tax incentives + an increase in fiscal redistribution.

©)

©)

The tax system, credits and allowances became complex.

Tax policy increasingly had to adjust to redress changes in gross incomes in such a way that a
"balanced" income pattern remained.

To that end, the tax legislator discriminates ... fully and increasingly.

Increases of gross incomes have been fully or almost fully taxed away since 2001.

Purchasing power of many Dutch households is equal or lower in 2014 than in 2001. From the
50th percentile onwards: ‘marginal tax rate’ > 100%.

Towards welfare enhancing policy? Urgency is still missing although much room for improvement!
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Further reading — downloads via www.economie.leidenuniv.nl
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