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Foreword


This new publication is jointly undertaken by the OECD Development Centre and the OECD Centre for Tax Policy and Administration, the Inter-American Center of Tax Administrations (CIAT) and the Inter-American Development Bank (IDB). It provides details of taxes paid on wages in 20 economies in Latin America and the Caribbean. The information contained in the Report covers the personal income tax and social security contributions paid by employees, the social security contributions and payroll taxes paid by their employers and cash benefits received by families. The objective of the Report is to illustrate how personal income taxes, social security contributions and payroll taxes are calculated and to examine how these levies and cash family benefits impact on net household incomes. The results also allow quantitative cross-country comparisons of labour cost levels and of the overall tax and benefit position of single persons and families.

The Report shows the amounts of taxes, social security contributions, payroll taxes and cash benefits for eight family-types, which differ by income level and household composition. It also presents the resulting average and marginal tax rates. Average tax rates show that part of gross wage earnings or total labour costs which are taken in personal income taxes (before and after cash benefits), social security contributions and payroll taxes. Marginal tax rates show the part of an increase of gross earnings or total labour costs that is paid in these levies. The average and marginal tax rates are also measured by income decile across the whole of the distribution of labour income for two types of family and in US dollar equivalents for a single person without children.

The focus of the Report is the presentation of new data on the tax/benefit position of employees in 2013. It uses household income survey data for each country to estimate the average wage of workers who reported being full-time employees within the formal sector of the economy. These data sources also enable the estimation of the labour income distribution by deciles for all the countries included in this publication.

The Report is structured as follows:


	Chapter 1 contains an overview of the main results for 2013.


	Chapter 2 is a special feature entitled ‘A view on taxes, social protection and informality in Latin America using Taxing Wages modelling’. It includes an analysis of the costs of formalisation for informal workers.


	Part I (International Comparisons) reviews the main results for 2013 and is divided into 2 chapters (Nos. 3 and 4). Chapter 3 reviews the main results for 2013, which are summarised in comparative tables and figures included at the end of that section. Chapter 4 presents a graphical exposition of the estimated tax burden on labour income in 2013 by income deciles across the whole of the distribution of labour income.


	Part II contains individual country tables specifying the wage levels considered and the associated tax burdens for eight separate family types, together with descriptions of each tax/benefit system.


	The Annex describes the methodology and its limitations.
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Executive Summary


The estimated amounts of tax and social security contributions (SSCs) paid on labour income by the average worker in Latin American and Caribbean (LAC) countries in 2013 was 21.7%. These payments are measured by the tax wedge which takes the total taxes and compulsory SSCs paid by employees and employers, less family benefits received as a proportion of the total labour costs for employers. This measure provides an analysis of the combined impact of these levies on net household income.

There are wide national variations in the tax wedge across LAC countries. The LAC countries covered by the Report range from 34.6% in Argentina and 32.2% in Brazil to 11% in Trinidad and Tobago and 10% in Honduras. Two other countries, Colombia and Uruguay had measures of 30% or more and one other, Guatemala had a tax wedge of less than 15%.

The average tax wedge in OECD countries was around two-thirds greater than in LAC countries (35.9% compared with 21.7%). This is mainly because the vast majority of the working population in the LAC region do not have to pay personal income tax (PIT) as their incomes are below the minimum PIT thresholds. Of the group of 20 LAC countries, it was only in Mexico that the average worker was liable for PIT. The LAC average tax wedge (21.7%) is comprised of the following components: PIT 0.3%; employee SSCs 7.7%; and employer SSCs 13.6%. The corresponding breakdown for the OECD average (35.9%) is: PIT 13.3%; employee SSCs 8.3%; and employee SSCs 14.3%.

LAC countries do not offer generous tax reductions or cash transfers for households with children at the average earnings level, which results in only small variations between the tax wedges of workers with children as compared to workers without children. The tax wedge for the average one-earner married couple with two children in the LAC group was only 0.3% percentage points less than for the single worker at 21.4%. The corresponding difference for OECD countries where such benefits are substantially higher was 9.5 percentage points. Family allowance schemes existed in only 5 of the 20 LAC countries – Argentina, Brazil, Chile, Colombia and Uruguay – and these are not available at the average wage level in Chile.

This new Report provides, for the first time, internationally comparable data on taxes and SSCs paid on labour income for the group of 20 LAC countries. It is a joint publication by the Inter-American Development Bank (IDB), the Inter-American Center of Tax Administrations (CIAT), and the OECD. Using a similar methodology to the OECD Taxing Wages database, it presents cross-country comparisons between LAC economies and OECD economies. The LAC countries covered are Argentina, Bolivia, Brazil, Chile, Colombia, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Trinidad and Tobago, Uruguay and Venezuela. The tax wedge figures for Chile and Mexico in this Report are different from the figures presented in the corresponding OECD Taxing Wages publication as they include the impact of all compulsory SSCs paid by employees and employers – both to the public and private sector – whereas OECD Taxing Wages only counts those contributions paid to the public sector as taxes.

The Report also contains a special feature which explores some of the relationships existing in LAC countries between taxes on wages (specifically SSCs), characteristics of labour markets and levels of labour informality. The analysis makes estimates of the formalisation costs – proxied by social contributions – that workers across the whole of the income distribution would have to pay to join or remain in the formal sector. There is some evidence that high rates of informality are correlated with high theoretical formalisation costs, especially for those at the lower end and in the low-middle range of the income distribution. This adds to the many other non-tax factors that explain decisions to work or remain in the informal labour market. The interaction between lower earnings thresholds of SSCs (generally minimum wages) and social security program contribution rates increases the costs of adhering to social programs for those with earnings in the lower and middle-income deciles while the cost of formal labour market participation as a percentage of earnings decreases for those in the upper half of the earnings distribution.



Other key findings:



	The estimated average personal tax rate in LAC countries was 9.3% of gross wage earnings in 2013. The great majority, 8.9%, of earnings comprised payments of employee SSCs with the remaining 0.4% being PIT. The corresponding figures for OECD economies were a personal tax rate of 25.4% of gross wage earnings, 9.9% being employee SSCs and 15.5% being PIT. This highlights the difference in the capacity of PIT to generate tax revenues from labour earnings in the OECD compared with LAC countries.


	The average tax wedge for the single worker without children ranged from 10.8% of total labour costs in the first income decile to 25.9% in the tenth decile. The corresponding figures for a one-earner married couple with two children were 7.1% and 25.7%.


	In the first income decile, a single individual without children paid an average of 3.9% of gross earnings in PIT and employee SSCs compared with 15.0% in the tenth decile. A one-earner married couple with two children, on average received 0.5% of gross earnings at the first income decile and paid 14.8% at the tenth decile.


	Total average annual labour costs including employer SSCs in the region expressed in USD in Purchasing Power Parities totalled USD 16 125 in 2013, the corresponding figures for the average wage and the net income after taxes that workers take home after PIT and SSCs being USD 13 771 and USD 12 347 respectively.


	Measures of the after-tax income elasticity show that on average tax systems on labour for average earners in LAC countries tend to be proportional, in contrast with OECD tax systems which tend to be much more progressive. For a single worker without children, LAC tax systems start to exhibit slight progressivity around the eighth income decile as workers in some countries start to pay PIT. Whereas for a one-earner married couple with two children, the average tax system is slightly progressive at lower levels of income, then becomes proportional in the middle-income deciles before matching the single worker without children at the upper deciles of the income distribution.









Chapter 1. Overview


This chapter presents the main results of the analysis of the taxation of labour income for twenty economies in Latin America and the Caribbean in 2013. Most emphasis is given to the tax wedge – a measure of the difference between labour costs to the employer and the corresponding net take-home pay of the employee – which is calculated by expressing the sum of personal income tax, employee plus employer contributions together with any payroll tax minus benefits as a percentage of labour costs. The calculations also focus on the net personal average tax rate. This is the term used when the percentage income tax and employee social security contributions net of cash benefits are expressed as a percentage of gross wage earnings. In this Report, the methodology used to estimate the tax wedges is based on the compulsory payments methodology;


	The deductions from labour income (referred to in this Report as taxes) are defined as personal income tax, employee and employer social security contributions (paid either to general government or privately managed funds) and payroll taxes less cash transfers.


	Labour costs are defined as the sum of gross wage earnings, employers social security contributions (paid either to general government or privately managed funds) and payroll taxes.




A more detailed description of the methodology is set out in the Annex. The key results focus on the single worker with no children on average earnings and include a comparison with the single married couple earner with two children. The analysis includes a review of how tax wedges vary across the income distribution.






1. Introduction


This Report provides unique information for each of twenty Latin American and Caribbean (LAC) countries on the income taxes paid by workers, their social security contributions, the family benefits they receive in the form of cash transfers as well as the social security contributions and payroll taxes paid by their employers.

The Report focuses on full-time employees in the formal sector assuming that their only source of income is derived from wage earnings. Additional assumptions are made regarding the personal circumstances of individuals to estimate their tax/benefit position. The results focus solely on taxes applied to wage earnings. Other forms of taxation due on non-wage income as well as taxes on consumption or net wealth are not taken into account. The cash benefits included are paid by general government as cash transfers, usually in respect of children in the household.

The Report presents several measures of taxation on labour. Most emphasis is given to the tax wedge – a measure of the difference between the total labour cost to the employer and the corresponding take-home-pay of the employee. The tax wedge is calculated by expressing the sum of personal income taxes, all compulsory social security contributions paid by employee and employers – both to the public and private sector – and payroll taxes, minus cash benefits as a percentage of the total labour cost. Employer social security contributions and – in some cases – payroll taxes are added to the wage earnings1
 to determine the amount of the total labour cost. The average tax wedge identifies the percentage of the labour cost which encompasses all compulsory taxes and social security contributions, net of cash benefits. Similarly, the marginal tax wedge measure identifies the share of these levies on an additional unit of labour cost.

The Report models the resulting tax wedge on different percentages of the average wage earnings, income distributions ordered by decile and annual fixed sums expressed in USD of full-time employed adults. The estimated earnings figures, which cover all industries within the productive sectors of Latin American and Caribbean economies, are derived from responses to representative national household income surveys. It should be recognised that the associated measures of total labour cost may, in some cases, be less that the actual labour costs incurred by employers as they can also willingly provide other monetary incentives and in-kind benefits to their employees.

The analysis also focuses on net personal average tax rates. This is the term used when the personal income tax and employee social security contributions net of cash benefits is expressed as a percentage of the annual gross wage earnings. The net personal marginal tax rate shows the share of an additional unit of income that is paid on taxes and employee social security contributions net of cash benefits.

The tax data and tax calculations relate to the calendar year of 2013. In Chile, the model is based on the Budget Law 2014 (voted in December 2013 and applied on income earned in 2013).





2. Review of results for 2013





2.1. Tax wedge


Table 1.1 describes the composition of the tax wedge between the total labour costs to the employer and the corresponding net take-home pay for a single individual without children earning the average wage. It also shows the estimated labour costs in both USD and dollars with equivalent purchasing power.

Argentina has the highest tax wedge at 34.6% of labour costs. Brazil, Uruguay and Colombia also have figures of 30% or more. Honduras had the lowest tax wedge at 10% with Guatemala and Trinidad and Tobago also having figures below 15%. The average tax wedge in the LAC countries was 21.7%. Mexico was the only country where workers pay personal income tax at the average wage level.

Compulsory social security contributions paid by the employee as a percentage of labour costs were highest in Chile at 18.2% followed by Uruguay (15.3%) and Argentina (13.4%). The lowest percentages were in Mexico (2.0%) and Honduras (3.4%).


	
Table 1.1. Composition of the total tax wedge, 2013


	
As % of labour costs














	
Country1


	
Total Tax Wedge2


	
Income Tax


	
Social Security Contributions


	
Labour Costs





	
Employee


	
Employer


	
USD


	
PPP3







	
Argentina


	
34.6


	
0.0


	
13.4


	
21.2


	
26 155


	
40 380





	
Brazil


	
32.2


	
0.0


	
6.7


	
25.5


	
14 125


	
18 992





	
Uruguay


	
30.5


	
0.0


	
15.3


	
15.2


	
14 877


	
17 188





	
Colombia


	
30.0


	
0.0


	
5.3


	
24.7


	
9 915


	
15 774





	
Costa Rica


	
28.0


	
0.0


	
7.3


	
20.7


	
14 419


	
19 468





	
Mexico


	
26.9


	
7.0


	
2.0


	
17.9


	
9 438


	
15 477





	
Panama


	
22.9


	
0.0


	
9.9


	
13.0


	
10 573


	
18 615





	
Chile


	
22.6


	
0.0


	
18.2


	
4.4


	
13 949


	
20 009





	
Bolivia


	
21.6


	
0.0


	
9.3


	
12.3


	
6 599


	
14 257





	
Paraguay


	
20.9


	
0.0


	
7.8


	
13.0


	
9 322


	
17 943





	
El Salvador


	
20.5


	
0.0


	
7.7


	
12.8


	
6 084


	
12 341





	
Nicaragua


	
19.2


	
0.0


	
4.9


	
14.3


	
3 739


	
9 613





	
Dominican Republic


	
19.2


	
0.0


	
5.1


	
14.1


	
6 291


	
13 049





	
Ecuador


	
18.5


	
0.0


	
8.5


	
10.0


	
8 893


	
16 169





	
Peru


	
17.5


	
0.0


	
10.1


	
7.4


	
6 771


	
12 085





	
Venezuela


	
17.4


	
0.0


	
4.8


	
12.6


	
9 925


	
15 682





	
Jamaica


	
16.6


	
0.0


	
6.0


	
10.7


	
4 088


	
6 639





	
Guatemala


	
13.2


	
0.0


	
3.6


	
9.6


	
6 552


	
13 761





	
Trinidad and Tobago


	
11.0


	
0.0


	
4.2


	
6.8


	
8 283


	
12 778





	
Honduras


	
10.0


	
0.0


	
3.4


	
6.6


	
6 264


	
12 290





	
Unweighted averages


	


	


	


	


	


	





	
LAC


	
21.7


	
0.3


	
7.7


	
13.6


	
9 848


	
16 125





	
OECD4


	
35.9


	
13.3


	
8.3


	
14.3


	
50 616


	
47 082







	
Note: Single individual without children at the income level of the average worker.



	
1. Countries ranked by decreasing total tax wedge.



	
2. Includes payroll taxes where applicable.



	
3. Expressed in dollars with equal purchasing power.



	
4. The OECD averages are based on results published in OECD (2014) Taxing Wages – Table 0.2. The OECD figures shown for social security contributions are not directly comparable with the LAC country figures as they exclude contributions paid to privately managed funds.



	StatLink  http://dx.doi.org/10.1787/888933410070








Figure 1.1. Income tax plus employee and employer social security contributions, 2013



As % of labour costs


[image: graphic]

Notes: Single individual without children at the income level of the average worker.

Payroll taxes are included with employer SSCs where applicable.


StatLink  http://dx.doi.org/10.1787/888933407321



The percentage of labour costs paid in employer social security contributions also varies widely across the countries in the Report. The highest levels were in Brazil (25.5%) and Colombia (24.7%). The lowest levels were in Chile (4.4%), Honduras (6.6%), Trinidad and Tobago (6.8%) and Peru (7.4%).




2.1.1. Personal average tax rates


The personal average rate is defined as income tax plus mandatory social security contributions paid by workers to both general government and privately managed funds as a share of gross wage earnings. Table 1.2 and Figure 1.2 show the personal average tax rates in 2013 for a single individual without children at the average earnings level decomposed into income tax and employee social security contributions. Table 1.2 also shows the gross annual average wages expressed in both in USD and in dollars with equivalent purchasing power.


	
Table 1.2. Income tax plus employee social security contributions, 2013


	
As % of gross wage earnings













	
Country1


	
Total payments


	
Income Tax


	
Social Security Contributions


	
Average wage





	
USD


	
PPP2







	
Chile


	
19.1


	
0.0


	
19.1


	
13 334


	
19 127





	
Uruguay


	
18.0


	
0.0


	
18.0


	
12 616


	
14 576





	
Argentina


	
17.0


	
0.0


	
17.0


	
21 155


	
31 808





	
Panama


	
11.4


	
0.0


	
11.4


	
9 202


	
16 202





	
Mexico


	
11.0


	
8.5


	
2.5


	
7 748


	
12 705





	
Peru


	
10.9


	
0.0


	
10.9


	
6 267


	
11 185





	
Bolivia


	
10.6


	
0.0


	
10.6


	
5 791


	
12 510





	
Ecuador


	
9.5


	
0.0


	
9.5


	
8 007


	
14 559





	
Costa Rica


	
9.2


	
0.0


	
9.2


	
11 428


	
15 430





	
Brazil


	
9.0


	
0.0


	
9.0


	
10 525


	
14 152





	
Paraguay


	
9.0


	
0.0


	
9.0


	
8 106


	
15 602





	
El Salvador


	
8.9


	
0.0


	
8.9


	
5 308


	
10 766





	
Colombia


	
7.0


	
0.0


	
7.0


	
7 466


	
11 878





	
Jamaica


	
6.7


	
0.0


	
6.7


	
3 653


	
5 932





	
Dominican Republic


	
6.0


	
0.0


	
6.0


	
5 405


	
11 212





	
Nicaragua


	
5.7


	
0.0


	
5.7


	
3 205


	
8 239





	
Venezuela


	
5.5


	
0.0


	
5.5


	
8 671


	
13 701





	
Trinidad and Tobago


	
4.5


	
0.0


	
4.5


	
7 718


	
11 906





	
Guatemala


	
4.0


	
0.0


	
4.0


	
5 925


	
12 443





	
Honduras


	
3.6


	
0.0


	
3.6


	
5 851


	
11 480





	
Unweighted averages


	


	


	


	


	





	
LAC


	
9.3


	
0.4


	
8.9


	
8 369


	
13 771





	
OECD3


	
25.4


	
15.5


	
9.9


	
43 631


	
40 292







	
Note: Single individual without children at the level of income of the average worker.



	
1. Countries ranked by decreasing total payments.



	
2. Expressed in dollars with equal purchasing power.



	
3. The OECD averages are based on results published in OECD (2014) Taxing Wages, Table 0.3. The OECD figures shown for social security contributions are not directly comparable with the LAC country figures as they exclude social security contributions paid to privately managed funds.



	StatLink  http://dx.doi.org/10.1787/888933410080








Figure 1.2. Percentage of gross wage earnings paid in income tax and employee social security contributions, 2013


[image: graphic]

Notes: Countries ranked by decreasing tax burden.

Single worker without children at income level of the average wage.


StatLink  http://dx.doi.org/10.1787/888933407331



Chile (19.1% of gross wage earnings) had the highest personal average tax rate in the region followed by Uruguay (18.0%) and Argentina (17.0%). The lowest rates were in Honduras (3.6%), Guatemala (4.0%) and Trinidad and Tobago (4.5%). The average amongst the LAC countries was 9.3%.

Table 1.2 and Figure 1.2 show that, with the exception of Mexico, workers in Latin America and the Caribbean countries do not pay any personal income tax at the average wage level. This is a very different situation to the OECD average in which the share of the income tax is higher than that of the employee social security contributions. This illustrates the weakness of the personal income tax as an instrument for collecting revenue from wages in Latin America and the Caribbean.2
 High levels of exempt income, prevalent informality and high levels of tax expenditures arising from personal deductions and basic reliefs are important contributory factors. It should be noted that this analysis only takes account of standard deductions and reliefs. There can be other non-standard deductions dependent on specific behaviours by taxpayers that serve to further reduce the average personal income tax rate.

Conversely, in all the Latin American and Caribbean countries, the share of employee payments to social security systems is highly important. These payments are contributions made to old age, disability, sickness, maternity, work injury, and unemployment schemes that are mandated by legislation.3
 Each country in the analysis requires their workforce to contribute to some kind of social security program. In Table 1.2 and Figure 1.2, the payments have been aggregated to calculate a single rate covering all the social security contributions paid by the employee. In some cases, countries have established lower thresholds and upper ceilings to the payments. In the region, the lower thresholds are generally set at the national minimum wage. In practice, given that an individual working in the formal sector should not earn less than the minimum wage, no worker is exempt from contributing to these schemes. If individuals were to earn less than the minimum wage, then they would be exempt.





2.1.2. Family tax rates


Table 1.3 and Figure 1.3 compare the tax wedges of a single worker with no children and a one-earner married couple with two children, both at the average wage level. The tax wedges of the married couple are either the same or lower than the corresponding figure for the single worker. Any differences between the two figures represent savings for the family compared with the single worker.


	
Table 1.3. Comparison of total tax wedge by family type, 2013


	
As % of labour costs











	
Country


	
Single worker1


	
Married couple tax2


	
Difference







	
Argentina


	
34.6


	
33.0


	
1.6





	
Bolivia


	
21.6


	
21.6


	
0.0





	
Brazil


	
32.2


	
32.2


	
0.0





	
Chile


	
22.6


	
22.6


	
0.0





	
Colombia


	
30.0


	
27.0


	
3.0





	
Costa Rica


	
28.0


	
27.2


	
0.8





	
Dominican Republic


	
19.2


	
19.2


	
0.0





	
Ecuador


	
18.5


	
18.5


	
0.0





	
El Salvador


	
20.5


	
20.5


	
0.0





	
Guatemala


	
13.2


	
13.2


	
0.0





	
Honduras


	
10.0


	
10.0


	
0.0





	
Jamaica


	
16.6


	
16.6


	
0.0





	
Mexico


	
26.9


	
26.9


	
0.0





	
Nicaragua


	
19.2


	
19.2


	
0.0





	
Panama


	
22.9


	
22.9


	
0.0





	
Paraguay


	
20.9


	
20.9


	
0.0





	
Peru


	
17.5


	
17.5


	
0.0





	
Trinidad and Tobago


	
11.0


	
11.0


	
0.0





	
Uruguay


	
30.5


	
29.8


	
0.6





	
Venezuela


	
17.4


	
17.4


	
0.0





	
Unweighted averages


	


	


	





	
LAC


	
21.7


	
21.4


	
0.3





	
OECD3


	
35.9


	
26.4


	
9.5







	
1. Single individual without children and earnings at the income level of the average wage.



	
2. One-earner married couple with two children at the income level of the average wage.



	
3. The OECD averages are based on results from OECD (2014) Taxing Wages, Table I.3. The OECD figures shown for social security contributions are not directly comparable with the LAC country figures as they exclude contributions paid to privately managed funds.



	StatLink  http://dx.doi.org/10.1787/888933410093








Figure 1.3. Income tax plus employee and employer social security contributions less cash benefits, 2013



As % of labour costs, by family-type


[image: graphic]

Notes: Countries are ranked by decreasing tax wedge of the single worker.

Family types: Single individual without children at the average wage level and a one-earner married couple with two children at the average wage level.


StatLink  http://dx.doi.org/10.1787/888933407340



In the LAC region, these savings are small. The average tax wedge for the one-earner married couple with two children is only 0.3 percentage points lower than that for the single worker. In contrast, the corresponding comparison for OECD countries shows that the average saving for the family reduces the tax wedge by 9.5 percentage points of the total labour costs.

Table 1.3 and Figure 1.3 show that only 4 countries in the LAC region; Argentina, Colombia, Costa Rica and Uruguay have differences in the tax wedge due to family benefits at the average earnings level. In Argentina, Colombia and Uruguay, the differences are attributed to cash transfers and in Costa Rica they arise from full payment of the non-wastable tax credit for the head of the family and child tax credits. The size of these differences range from 1.6 percentage points of labour costs in Argentina to 0.6 percentage points in Uruguay.

This contrast between Latin American and Caribbean countries and their OECD counterparts in this respect is because the former do not offer generous fiscal benefits or cash transfers for households with children whereas these are commonplace in the OECD. In fact, only 5 of the 20 countries: Argentina, Brazil, Chile, Colombia and Uruguay offer family allowance schemes and only those in Brazil and Chile impact on earners below the average wage. In the same way, several Latin American and Caribbean countries offer special tax deductions in respect of the spouse and children, which do not have any impact at the average wage level.





2.1.3. Tax wedges by income deciles


Tables 1.4  and 1.5 describe how average tax wedges vary across the income distribution for a single worker and a one-earner married couple with two children. On average, the trends are progressive. Table 1.4 shows that while single workers without children in the first decile of earnings have a tax wedge of 10.8% of total labour costs, this percentage increases as incomes rise to reach 25.9% of total labour costs in the tenth decile. In Table 1.5, the corresponding figures for the one-earner married couple with two children have a tax wedge of 7.1% of total labour costs in the first decile of income and 25.7% in the tenth decile.


	
Table 1.4. Tax wedges for a single earner without children by income decile, 2013


	
As % of labour costs


















	
Country


	
Decile 1


	
Decile 2


	
Decile 3


	
Decile 4


	
Decile 5


	
Decile 6


	
Decile 7


	
Decile 8


	
Decile 9


	
Decile 10







	
Argentina


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4


	
36.4





	
Bolivia


	
0.0


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
24.0





	
Brazil


	
31.4


	
31.4


	
31.4


	
31.4


	
31.4


	
31.4


	
32.2


	
32.2


	
34.5


	
32.1





	
Chile


	
22.6


	
22.6


	
22.6


	
22.6


	
22.6


	
22.6


	
22.6


	
22.6


	
22.6


	
24.6





	
Colombia


	
0.0


	
30.0


	
30.0


	
30.0


	
30.0


	
30.0


	
30.2


	
30.2


	
30.2


	
31.1





	
Costa Rica


	
0.0


	
0.0


	
0.0


	
0.0


	
28.0


	
28.0


	
28.0


	
28.0


	
28.0


	
32.0





	
Dominican Republic


	
1.2


	
1.2


	
1.2


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
25.6





	
Ecuador


	
0.0


	
18.1


	
18.1


	
18.5


	
18.5


	
18.5


	
18.5


	
18.5


	
18.5


	
20.7





	
El Salvador


	
0.9


	
20.5


	
20.5


	
20.5


	
20.5


	
20.5


	
20.5


	
23.5


	
24.5


	
26.3





	
Guatemala


	
4.8


	
4.8


	
4.8


	
13.2


	
13.2


	
13.2


	
13.2


	
13.2


	
13.3


	
14.9





	
Honduras


	
0.0


	
0.0


	
0.0


	
0.0


	
0.0


	
0.0


	
10.2


	
8.4


	
6.7


	
9.1





	
Jamaica


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
21.5


	
30.9





	
Mexico


	
16.7


	
18.8


	
19.8


	
20.9


	
22.4


	
23.5


	
26.8


	
27.8


	
29.6


	
33.1





	
Nicaragua


	
0.0


	
0.0


	
2.0


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
20.8


	
25.6





	
Panama


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
24.8


	
31.0





	
Paraguay


	
1.0


	
1.0


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9





	
Peru


	
0.0


	
0.0


	
0.0


	
17.5


	
17.5


	
17.5


	
17.5


	
17.5


	
17.5


	
23.9





	
Trinidad & Tobago


	
16.1


	
14.0


	
13.2


	
12.8


	
12.6


	
12.4


	
12.0


	
11.3


	
15.9


	
20.7





	
Uruguay


	
29.3


	
30.5


	
30.5


	
30.5


	
30.5


	
30.5


	
30.5


	
31.3


	
33.4


	
37.2





	
Venezuela


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
18.7





	
Unweighted average


	


	


	


	


	


	


	


	


	


	





	
LAC


	
10.8


	
15.3


	
16.4


	
19.5


	
21.0


	
21.1


	
21.7


	
21.8


	
22.8


	
25.9







	StatLink  http://dx.doi.org/10.1787/888933410109






	
Table 1.5. Tax wedges for a one-earner married couple with two children by income decile, 2013


	
As % of labour costs


















	
Country


	
Decile 1


	
Decile 2


	
Decile 3


	
Decile 4


	
Decile 5


	
Decile 6


	
Decile 7


	
Decile 8


	
Decile 9


	
Decile 10







	
Argentina


	
1.6


	
14.8


	
18.6


	
20.6


	
25.6


	
26.9


	
30.5


	
32.6


	
32.9


	
33.6





	
Bolivia


	
0.0


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
21.6


	
24.0





	
Brazil


	
26.1


	
26.5


	
27.0


	
27.6


	
31.4


	
31.4


	
32.2


	
32.2


	
33.9


	
32.1





	
Chile


	
11.5


	
15.1


	
17.9


	
18.3


	
18.8


	
19.3


	
21.8


	
22.0


	
22.6


	
24.6





	
Colombia


	
(8.2)


	
24.9


	
25.2


	
25.5


	
26.0


	
26.6


	
27.4


	
27.9


	
28.6


	
31.1





	
Costa Rica


	
(4.1)


	
(2.4)


	
(2.0)


	
(1.8)


	
26.8


	
27.0


	
27.1


	
27.3


	
27.5


	
31.7





	
Dominican Republic


	
1.2


	
1.2


	
1.2


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
25.6





	
Ecuador


	
0.0


	
18.1


	
18.1


	
18.5


	
18.5


	
18.5


	
18.5


	
18.5


	
18.5


	
20.7





	
El Salvador


	
0.9


	
20.5


	
20.5


	
20.5


	
20.5


	
20.5


	
20.5


	
23.5


	
24.5


	
26.3





	
Guatemala


	
4.8


	
4.8


	
4.8


	
13.2


	
13.2


	
13.2


	
13.2


	
13.2


	
13.3


	
14.9





	
Honduras


	
0.0


	
0.0


	
0.0


	
0.0


	
0.0


	
0.0


	
10.2


	
8.4


	
6.7


	
9.1





	
Jamaica


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
16.6


	
21.5


	
30.9





	
Mexico


	
16.7


	
18.8


	
19.8


	
20.9


	
22.4


	
23.5


	
26.8


	
27.8


	
29.6


	
33.1





	
Nicaragua


	
0.0


	
0.0


	
2.0


	
19.2


	
19.2


	
19.2


	
19.2


	
19.2


	
20.8


	
25.6





	
Panama


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
22.9


	
24.0


	
30.7





	
Paraguay


	
1.0


	
1.0


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9


	
20.9





	
Peru


	
0.0


	
0.0


	
0.0


	
17.5


	
17.5


	
17.5


	
17.5


	
17.5


	
17.5


	
23.9





	
Trinidad & Tobago


	
16.1


	
14.0


	
13.2


	
12.8


	
12.6


	
12.4


	
12.0


	
11.3


	
15.9


	
20.7





	
Uruguay


	
16.7


	
23.5


	
25.0


	
25.9


	
26.6


	
29.5


	
29.8


	
30.1


	
32.5


	
37.0





	
Venezuela


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4


	
17.4





	
Unweighted average


	


	


	


	


	


	


	


	


	


	





	
LAC


	
7.1


	
13.0


	
14.5


	
17.9


	
19.9


	
20.2


	
21.3


	
21.5


	
22.5


	
25.7







	StatLink  http://dx.doi.org/10.1787/888933410111





Figures 1.4  and 1.5 present the decompositions of the total tax wedges over the income distributions for each of the two family types. These graphs show that couples with children have relatively lower tax wedges at the lowest levels of income. The gap between the average tax wedges for the average single worker and the one-earner married couple with children is 3.7 percentage points at the first income decile. This gap diminishes as income increases until it is only around 0.2 to 0.4 percentage points at income deciles 7 to 10. It is also noticeable that social security contributions paid by both employees and employers start to diminish as a percentage of total labour costs at income deciles 9 and 10.




Figure 1.4. Average LAC country wedge decomposition for a single earner with no children



As a % of total labour costs


[image: graphic]
StatLink  http://dx.doi.org/10.1787/888933407353






Figure 1.5. Average LAC country tax wedge decomposition for one-earner married couple with two children



As % of total labour costs


[image: graphic]
StatLink  http://dx.doi.org/10.1787/888933407366







2.1.4. Tax wedges for earned income in USD.


Tables 1.6  and 1.7 compare tax wedges in the region for earnings in USD equivalents showing results for workers earning an annual gross wage of USD 10 000, USD 48 000 and USD 60 000.



	
Table 1.6. Total tax wedges for a single worker without children


	
As % for labour costs





	
Country


	
USD 10 000


	
USD 48 000


	
USD 60 000







	
Argentina


	
34.6


	
43.7






...
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