FEDERAL MINISTRY
OF FINANCE

Mag. Martin Eder

A Difference between
Men and Women — the Income

An analysis of the gender-related effects of the
Austrian income tax system







Foreword

Differences in income between the genders are still a reality in the lives of men and women.

Highlighting of this pay gap has been part of the public discourse for some time now, and it is precisely this publicity that
offers a chance to sensitize and eventually change public opinion in regard to this issue. The Austrian Federal Ministry of
Finance has dealt with the topic several times in the past and published studies contributing to the national and internatio-
nal discourse on gender-related effects of various taxes.

From the perspective of equality-oriented politics, it is important and necessary to continually identify gender-related diffe-
rences in income and examine their causes. Gender mainstreaming as a means of supporting and informing such politics
is based on a gender-related view onto affected political areas in order to respect equality of opportunity for men and
women.

The following study reminds its readers of the existing income discrepancies based on current statistics and examines the
effects of taxation, which is gender-neutral in its legal formulation, on these differences, especially with regard to the most
recent tax reform.

Mag.? Irene Fitzka
Gender Mainstreaming Representative of the Federal Ministry of Finance



A Difference between

Men and Women — the Income!

An analysis of the gender-related effects of the Austrian income tax system

This study is an update of Working Paper 3/2010
“Geschlecht und Steuerwirkung — Einkommen und einkom-
mensabhdngige Abgaben von Mannern und Frauen”. There
are significant differences in income between men and
women — a fact which is also true in Austria. The General
Income Report compiled by Statistics Austria on behalf of
the Austrian Court of Audit serves to demonstrate this ine-
quality quite evidently.! Diagram 1 provides a short excerpt
from the report.

Diagram 1: Male and female wage earners, gross
yearly salaries in Euros
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Source: Statistics Austria, General Income Report
(values for 2013)

The data in the General Income Report clearly confirm the
nonsense correlation “larger feet — higher income” for Aus-
tria.? The reduction of this income discrepancy between
men and women is an important political topic, as eviden-
ced by the fact that the problem has to be independently
examined within the Effect-oriented Impact Assessment.
Besides depicting the difference in income between the
genders, this essay addresses the question whether inco-
me taxation affects men and women equally.

! General Income Report:

Although the formulation of the Austrian income tax law
is gender-neutral and it contains no explicit provisions
applicable only to men or women, it can nevertheless be
expected to display, whether unintentionally or by design,
gender-specific effects. For example, the differences in in-
come between men and women would only have no effect
on the tax burden in per cent in the case of a true “flat
tax”. Tax reducing regulations may also be disproportiona-
tely accessible to the two target groups, as the employ-
ment market in Austria is highly segregated and certain
sector-typical tax reliefs may therefore not be available to
all groups of wage earners.?

An important basis for analysis are the Wage Tax Statis-
tics published each year for the previous year. The gross
wages published in the Wage Tax Statistics include regular
wages and salaries, bonuses, severance payments, vacati-
on time payouts for employed persons, taxable allowances
and non-cash benefits by employers, and pension pay-
ments. The most recent Wage Tax Statistics show the valu-
es for the year 2014 and are based on the pay slip data of
approx. 4.3 million wage earners and approx. 2.4 million
persons receiving pension payments. A further important
data source is provided by the Income Tax Statistics, which
show the earnings, income and income tax of assessed
income tax payers. They are likewise compiled yearly, but
are published with a delay of 3 years due to the assess-
ment delay (most recent publication for the year 2013 in
March 2016). These statistics refer to the income as the
sum total of earnings in the seven income types exhaus-
tively listed in the income tax law (after balancing against
losses) for the year of assessment, after deduction of spe-
cial expenses, exceptional costs and tax exempt amounts.
Finally, supplementary conclusions can be drawn from the
Integrated Wage and Income Tax Statistics, last published
for the year 2012, which sum up earnings as per the Inco-
me Tax Statistics with gross wages according to the Wage
Tax Statistics, less social security contributions, under the
heading “total income”.

http://www.statistik.at/web_de/statistiken/menschen_und_gesellschaft/soziales/personen-einkommen/allgemeiner_einkommensbericht/index.html

2Hanne Schaffer: Empirische Sozialforschung fiir die Soziale Arbeit, Lambertus-Verlag

3 Geisberger/Glaser: Statistische Nachrichten 3/2014, Geschlechtsspezifische Verdienstunterschiede



In this statistic, the net income is calculated as the total
income, including transfer payments like unemployment
benefits, emergency benefits and family assistance pay-
ments, less total taxes.* It should be noted that the three
mentioned statistical sources (Wage Tax, Income Tax and
Integrated Wage and Income Tax Statistics) do not cover
the entirety of the concept of income, since large sections
of income (e.g. income from capital gains) are taxed at
source and therefore not included in these statistics at all.

The employment rate® of women in Austria has increased
continuously since 2004, and at 70.1 % (2014) is above
the EU average (for 28 EU countries) of 63.5 % (2014)
according to a EUROSTAT statistic.

Diagram 2: Employment rates in Austria’
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However, the female employment rate still lags well behind
that of men, which lies at 78.3% (EU-28: 75%).

The statistic shows that there is still much catching up

to do in terms of the number of female wage earners. It
should be noted, however, that Austria has a relatively
high rate of part-time employment for women by internati-
onal comparison: 46.9 % (2014) of women work part-time
compared to only 10.9 % (2014) of men. The EU-wide
average (EU-28) part-time employment rates in 2014 were
32.8 % for women and 9.9 % for men.® It is an interes-
ting fact that, with the onset of the crisis in 2008, only the
employment rates of men decreased significantly, while
the rise in female employment rates continued unabated
during these years (see Diagram 2).
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This trend is confirmed in part by the Wage Tax Statistics
as well. When considering all cases, men are now only
narrowly ahead of women, with the current difference
quite marginal (50.1 % vs. 49.99 %). The trend of recent
years also shows that the percentage of women in this
statistic will continue to grow slowly but steadily, and that
women will pass eventually surpass men in this statistic.
This development is caused not only by the increase in the

employment rate of women, but primarily also by the fact
that women have a significantly greater life expectancy
than men and there are thus far more female than male
pension earners. By comparison, the ratio in the Wage Tax
Statistic for 2000 was 51.2 % to 48.8 % in favour of men.
At any rate, women have been able to increase their share
in employment and in the Wage Tax Statistics since 2000.
The following Table 1 summarizes this development.

Table 1: Percentages of men and women in Wage Tax Statistics for 2000 and 2014

Total
Wage Tax Statistic 2014 2000
Percentage of men 50.1 % 51.2 %
Percentage of woman 49.9 % 48.8 %

Source: Statistics Austria, Wage Tax Statistics 2014 and 2000

Wage earners Retired persons

2014 2000 2014 2000
53.1 % 55.4 % 44.7 % 43.7 %
46.9 % 44.6 % 55.3 % 56.3 %

4BMF: Geschlecht & Steuerwirkung — Einkommen und einkommensabh&ngige Abgaben von Mannern und Frauen, Einhaus
5 Actively working persons (active wage earners + self-employed persons) in relation to total working age population (ages 15-64)
6 Eurostat: http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=18&language=de&pcode=tps00159&plugin=1

Date of extraction: 03. mar 2016

7Eurostat: http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=18&plugin=1&language=en&pcode=t2020_10

Date of extraction: 15. dec 2016
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The previous two tables suggest that the public sector
favours women when hiring new employees. This theory
begs closer evaluation using other statistics, however,

and it should be noted that a positive effect is recognisa-
ble other areas of the tax statistics as well. For example,
public service employees (civil servants and civil servants
under contract) are also faced with the smallest discrepan-
cies in income. A particular antecedent factor disadvanta-
ging women is not visible in this comparison, however:

It can be assumed that many more men than women were
previously able to reach higher paid civil service jobs (not
under contract). When examining all civil service emplo-
yees together, income relation for 2014 drops to 87.3 %.
But there is also a positive development in this regard:
The income relation has improved slightly from 85.8 % in
2008.8 Overall, women were able to increase their incomes
by a small margin in comparison with men.

It is common knowledge that a person’s pension payments
depend on their average contribution base during their
active working life. This causes the income disparity to
continue in terms of pension earnings. The situation is
aggravated by the fact that due to their earlier retirement
age, women often have fewer insurance years and thus
lower pension earnings in relation to their active working
life earnings. On the other hand, the minimum pension
and maximum contribution base regulations in the gene-
ral social security sector serve to decrease these income
differences.

That the differences in earned income between men and
women in the Austrian private sector are particularly large
is likewise documented by international statistics. At the
EU level, the wage difference is calculated consistently for
all member states using the average gross hourly wages
of wage earners in the private sector. A comparison shows
that at 23 % wage difference, Austria is the country with
the second largest gender pay gap after Estonia. The
hourly wage relation corresponds approximately to the
comparison between men and women with year-round wa-
ges and full-time employment.® The striking wage disparity
also shows to a certain degree that women are more likely
to be employed in lower-paid jobs and professions. What
is more, women much more frequently make use of part-
time arrangements are more likely to interrupt their emplo-
yment for family reasons, which naturally has detrimental
effects on their remuneration, their further career and
their pension entitlement. Legal regulations like the earlier
retirement age for women further increase these effects
during retirement.

It is also noteworthy that a significant discrepancy is alrea-
dy apparent among apprentices: Female apprentices earn
around 20 % less than their male counterparts. One rea-
son for this is that the apprentice remuneration in typically
male professions tends to be higher and apprenticeships
commonly last longer than three years in those industries,
with remuneration being the highest during the fourth
year. In any case, these numbers put into perspective and
partially refute the argument that the pay gap between
men and women is the result of a better average educati-
on of men. From a statistical point of view, this argument
is presumably incorrect. In fact, more women than men
achieve degrees at universities or comparable institutions
in Austria. In 2012, 23 % of women aged between 25 and
64 had achieved no education beyond the compulsory
level, while the number for men was 15 %. More men (44
%) had completed an apprenticeship than women (28 %).
Women surpassed men on all other educational levels,
with 32 % of women and 27 % of men having completed
a secondary education and 17 % of women and 15 % of
men having completed a tertiary education.®

8 Federal Ministry of Finance: Geschlecht & Steuerwirkung — Einkommen und einkommensabhéngige Abgaben von Mannern und Frauen, Einhaus

9 Statistik Austria: http://www.statistik.at/web_de/statistiken/soziales/gender-statistik/einkommen/

Eurostat: http://ec.europa.eu/eurostat/eurostat/tgm/table.do?tab=table&init=1&plugin=1&language=de&pcode=tsdsc340; Date of extraction: 06 march 2015
1oFederal Ministry of Education and Research: Frauen und Manner in Osterreich: Gender Index 2014
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The following Diagram 3 shows a comparison with the
year 2000. It clearly demonstrates that in the segment up
to the age of 60 years, women retired at a higher age in
2014 than they did in 2000. In 2014, women represented
75 % of this group. The age bracket up to 25 years is also
interesting: Compared to the year 2000, the percentage of
women in this group had decreased in 2014.

Diagram 3: Ratio of women in % of men by age
group (number of year-round wage earners)

100.0%

Should the reason for this development be that women
completed a longer education on average in 2014 than
in 2000, then that would also constitute a positive signal.
Statistics Austria provides an excellent data set for this
analysis with the publication “Bildung in Zahlen”,}t

80.0%

60.0%

19-25 26-30 31-40 51-55

H 2000 M 2014
Source: Statistics Austria, Wage Tax Statistics 2000 and 2014

41-50

As mentioned before, women have been able to signi-
ficantly increase their share in the employment market
as well as in the Wage Tax Statistics since 2000. It is to
be expected that the trends apparent in the comparison
between 2000 and 2014 will continue thanks to legislative
measures and political goals (harmonization of retirement
ages, increasing of female employment quotas). This
development is however countermanded to a degree by
the circumstance that the increase in female employment
is primarily owed to part-time positions, which in turn are
frequently offered in low-wage professions.

Examination of the Integrated Wage and Income Tax Stati-
stics shows a massive decline in total income between the
51-60 and 61-65 age groups as well as the lowest humber
of women vs. men. This is due to the fact, however, that
at this age the percentage of retirees among women is
significantly higher.

40.0% -
20.0% -
0.0% - T

56-60 61-65 66+

Owing in part to the lower social security contributions for
retired persons, the result is a slightly better ratio in terms
of net income. Nevertheless, female incomes are relatively
the furthest behind male incomes in this segment (see
Table 6). A shown in Table 5, the ratio likewise drops off at
higher ages for wage earners. This is likely primarily due
to the fact that persons in higher-paid positions, which are
mostly filled by men, generally retire at a later age.

11 Statistik Austria: Bildung in Zahlen 2014/15 - Schlisselindikatoren und Analysen http://www.statistik.at/web_de/services/publikationen/5/index.html?id=5&lis-

tid=5&detail=461
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Table 7: Income Tax Statistics from 2005 to 2013

2005 2007 2009 2011 2013
Total assessment cases 798,933 841,187 872,422 886,743 933,480
of which men 492,920 513,146 525,817 527,693 548,610
of which women 306,013 328,041 346,605 359,050 384,870
Percentage of men 61.7 % 61.0 % 60.3 % 59.5 % 58.8 %
Percentage of women 38.3 % 39.0 % 39.7 % 40.5 % 41.2 %

Source: Statistics Austria, Income Tax Statistics 2005 to 2013

The 2013 Income Tax Statistic accounts for 933,480 as-
sessment cases, of which 548,610 (58.8 %) are men and
384,870 (41.2 %) are women. Analysis of the values over
time shows that here, too, a positive trend for women has
been in effect since 2005 (see Table 7). In absolute terms,
the number of income tax cases has been rising briskly
since 2005, increasing by around 135,000 cases

(of which c. 79,000 are women).

Particularly noteworthy in the Income Tax Statistic is that
the average incomes of women from self-employment and
commercial operations are relatively low. Female incomes
from agriculture and forestry as well as from rent and lea-
se are likewise low, but show a significantly better relation
to those of men. This circumstance was already noted in
Working Paper 2/2006'? and can be confirmed for the year
2013 (see Table 8).

2 Federal Ministry of Finance: Ist die Einkommensbesteuerung geschlechtsneutral, Einhaus, Kitzmantel, Rainer
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The lump sum for commuters is paid out more often to
men, and their average per-capita payout is higher as
well. This is likely because men more frequently claim the
“large” lump sum. It should be taken into consideration,
however, that a certain share of taxpayers only claims the
lump sum for commuters during their (wage) tax decla-
ration. As a consequence, the Wage Tax Statistics slightly
underestimate this item. Men are also clearly ahead in
tax-reduced severance payments etc. [§ 67 (3) to (8)
EStG]. Twice as many men as women make use of these
regulations. Furthermore, few women benefit from the tax
exemption for foreign missions. Due to a change in asso-
ciated regulations, the number of male cases under this
item as well as their payout amounts have also dropped to
around one third of the 2010 numbers.

The item “special expenses” makes costs deductible that
have no fundamental connection to the taxpayer’s occu-
pation; the deductibility of these costs therefore likewise
represents a tax relief. For all such special expenses,

the number of claimants as well as the average claimed
amounts are higher among men than among women.
Only the average charitable donation by women is slightly
larger than that of men. The following Diagram 4 shows
the number of claim cases for selected field codes (Kenn-
zahlen, KZ) by men and women in their 2013 tax declara-
tions.’

Diagram 4: Selected special expenses in comparison

100.0%

55.3% 57.4% 45.9%| 65.5% 57.2% 57.1%
50.0% ]

44.7% 42.6% 54.1% 34.5% 42.8% 42.9%

0.0%

KZ 455
8456

KZ 451 KZ 459 KZ 562 KZ 563 KZ 458

% cases women M % cases men

Source: Federal Ministry of Finance, own analyses and estimates

KZ 451 Charitable organisations

KZ 459 Research/teaching institutions, museums etc.

KZ 562 Environmental organisations, animal shelters

KZ 563 Volunteer fire departments, provincial fire depart-
ment associations

KZ 458 Church membership contributions

KZ 455 and KZ 456 Combined special expenses

7 Federal Ministry of Finance: own analyses and estimates
18 Statistics Austria: Wage Tax Statistic 2014 and own estimate

In this context, it is interesting to examine taxation measu-
res that primarily consider “family-relevant” circumstances.

Diagram 5: , Family-relevant™ regulations 2013

100%
80% 82% 59% 64%
50%

20% 18% 41% 36%
0%

o™ o« o a®
o ‘(\0\6 > (<
o o o &
¥ co(\‘“ e'o‘“o\)
o £
S o
Wome ®Men

Source: Federal Ministry of Finance, own analyses and estimates
(cases 2013)

It is apparent that the long-established deduction possibi-
lities like journeys home to family and second household
costs are made use of practically exclusively by men, while
the provisions regarding the tax-free amount for child-

ren and the deductibility of child care costs, which were
introduced later, present a somewhat more balanced ratio.
This serves to improve employment incentives for women
slightly. As shown by Diagram 5, the tax benefit from child
care costs is claimed more often by men than by women.
It is interesting to note, however, that the average claimed
amounts under this item are higher among women than
among men. Child care costs represent typically female
costs of employment, but due to the income discrepancy
between men and women, they are more likely to be met
and deducted by men in the majority of families. As the
deductibility reduces the opportunity costs of employment,
it promotes female occupational activity. This is true even
if the child care costs are met and thus deducted by a
male partner. As the deductibility reduces the opportunity
costs of employment, it promotes female occupational ac-
tivity. This is true even if the child care costs are met and
thus deducted by a male partner.

The tax-free amount for children is claimed by significantly
more men than women; this reflects the high part-time em-
ployment quota among women that leads to incomes below
the taxable threshold. Around 70 % of all women earning
incomes below the taxable threshold work part-time.*® For
this reason, the tax-free amount for children contains a
“splitting advantage”, which results in greater tax deducti-
bility in cases of joint claiming among partners. The intent
is to create an incentive especially for women to earn an
income above the taxable threshold in order to improve
social security coverage and reduce the gender pay gap.
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In summary, we see the following:

The income differences between men and women in Aust-
ria continue to be quite significant. The income discrepancy
is greater than in most other European countries. Female
wage-earners receive average gross salaries amounting

to only slightly more than 63 % of the average wages of
their male counterparts. The situation in regard to pension
incomes and self-employed incomes is similar. The inco-
me-related duties in the shape of social security contribu-
tions and income tax/wage tax are able to reduce these
differences only marginally, since their redistribution effects
vary greatly. Due to the maximum contribution base, the
social security contributions have a primarily regressive
effect and increase the income discrepancy. The income
tax rates are progressive and reduce the income disparity
more noticeably; the overall distribution effect is therefore
slightly positive. On the other hand, various tax reliefs like
the regulations concerning the 13th and 14th monthly sala-
ries or the tax-free profit amount for self-employed inco-
mes diminish this redistribution effect. The result are lower
effective marginal tax rates, from which the higher average
male incomes benefit more. Tax laws can only countervail
part of the difference in primary income, and therefore
only lend accompanying support to the goal of improving
female incomes. Full-on equality would require changes in
the distribution of primary incomes. In addition to exis-
ting legal regulations and their effective implementation,
this will likely depend on the further raising of awareness
regarding the topic within society at large. Further influen-
cing factors exist as well, like the expeditious raising of the
retirement age for women or the improvement of child day
care availability. The final question to be addressed is how
to evaluate the most recent tax reform from a gender-re-
lated perspective. In absolute terms, around 64 %% of the
effect of the financially most substantial measure, the tax
rate reduction (amounting to 3.75 billion Euros in 2016 and
4.4 billion Euros in 2017), will be felt by men. In regard to
gross wages, the burden reduction due to decreased tax
rates was also slightly higher for men (2.38 % compared
to 2.14 % for women), but this difference is essentially
compensated by the increase of the deduction for travel
expenses and the greater social security reimbursement
(negative tax). However, the reduction of the tax rate for
the lowest bracket to 25 % and the overall lower tax rates
for lower incomes, as well as the increases of the tax-free
amount for children and the “splitting advantage” can be
expected to provide greater employment incentives for
women.

The Gender Mainstreaming
Working Group

The Gender Mainstreaming Working Group within the Fe-
deral Ministry of Finance deals with gender mainstreaming
issues and supports the implementation of gender main-
streaming and gender budgeting at the Ministry.

The Author

Mag. Martin Eder is an expert at the Department of Tax
Estimation in Section VI of the Federal Ministry of Finance.
One of the core areas of his work is the calculation of the
VAT own resources base. He also focuses on topics regar-
ding tax policy and is particularly interested in the subject
of equal treatment. The author would like to expressly
thank his colleagues in Section VI for their constructive
criticism.

¥Very coarse breakdown using an estimate based exclusively on data from the Wage Tax Statistic 2014, with no deductible amounts and no social security reimbursement

(negative tax) taken into consideration.
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