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Introduction 

This document contains a country-specific excerpt from the 2023 VAT gap report. The full report 

includes more detailed methodology discussions and country-specific information for all 27 EU 

Member States concerning VAT compliance. It can be downloaded here VAT Gap - European 

Commission (europa.eu).  

Value Added Tax (VAT) in the European Union (EU) is a broad-based tax levied on goods and 

services used or consumed in the territory of the EU. It serves as one of the core revenue sources 

for the EU Member States and VAT rules play a very important role in the EU Single Market. In 2021, 

the contribution of VAT accounted for approximately 27 percent of the total yearly tax receipts for 

general government in the EU1. It is also used as a reference to calculate the EU’s own resources. 

A rate of 0.3 percent applies to each EU member’s harmonised VAT base. Thus, VAT-based 

resources in 2021 amounted to 17.97 EUR billion and 11 percent of the EU’s total own resources.  

One of the key challenges of meeting the fiscal objective of VAT is taxpayer non-compliance with 

VAT payment obligations. The forms of such non-compliance range from the legal exploitation of 

loopholes in tax systems to evasion or organised large-scale tax fraud. These are the underlying 

drivers of the VAT compliance gap, the difference between the tax revenue that would be collected 

in the case of full compliance and the actual VAT receipts. Non-compliance could also be non-

intentional and result, among others, from administrative errors, omissions, and non-fraudulent 

bankruptcies. Tax fraud, evasion, and avoidance, which are the core interest of this study, cost EU 

Member States’ budgets billions of euros every year. They also threaten the principle of fair taxation 

and impede fairness of competition between businesses.  

Other important sources of the forgone VAT revenue are the policy decisions narrowing the tax 

base or reducing VAT liability for certain parts of the tax base. These choices are made to meet 

distributional objectives or to provide certain incentives for taxpayers at the cost of VAT revenue. 

They could also be taken due to difficulties imposing payments on certain taxpayers or on certain 

types of goods and services. The policy decisions reducing tax revenue are often referred to as tax 

expenditures. The fiscal cost of the VAT expenditures is highly inter-related with the broad measure 

of the departure of the VAT base and effective rates from the notional VAT system, the so-called 

VAT policy gap, which is also addressed by this report. The policy gap is an indicator of the additional 

VAT revenue that could theoretically (i.e., under the assumption of perfect tax compliance) be 

generated if a uniform VAT rate is applied to the final domestic use of all goods and services by 

households. 

The relevance of the problem of lost VAT revenue due to non-compliance and the design of the 

VAT rules would be largely unknown without tax gap estimates. These estimates not only serve as 

a useful tool to understand the overall size of the revenue losses in VAT but also help to understand 

their nature, which is crucial for making well-grounded policy decisions and improvements to tax 

administration. The estimates of the tax gap components and their evolution in time provide insights 

on the strategies and measures that improve the efficiency of VAT collection.  

 

1  Eurostat GOV_10A_TAXAG dataset. 

https://taxation-customs.ec.europa.eu/taxation-1/value-added-tax-vat/vat-gap_en
https://taxation-customs.ec.europa.eu/taxation-1/value-added-tax-vat/vat-gap_en
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I. Economic and policy context in the EU 

In 2021, both real and nominal GDP increased in all 27 EU Member States. This growth was to a 

large extent a result of the gradual recovery of economies from the effects of the COVID-19 

pandemic. Given this context, macroeconomic figures for 2021 are hard to compare against any 

other recent year. In total, the EU-27 economy grew by 5.6 percent in real terms compared to 2020.  

Another factor influencing VAT compliance may be the level of support measures, which are often 

contingent on paying taxes. In 2021, several EU Member States introduced temporary changes to 

their VAT systems. All in all, the total net balance of general government in the EU-27, which may 

serve as an indicator of the strength of support measures and economic situation, rose from -6.7 

percent in 2020 to -4.8 percent in 20212.  

VAT compliance might also be affected by changes in the structure of expenditure – changes in 

the share of purchases of services provided by sectors where non-compliance tends to be higher, 

for example those related to tourism, hospitality, and entertainment can impact overall compliance.  

The number of bankruptcies – which could be treated as an indicator of broader liquidity problems 

– rose in the first three quarters of the year compared to the same period in 2020, with the largest 

increase (27.1 percent) in Q2 and smallest in Q4 (by 5.0 percent).3 This increase could suggest that, 

despite the recovery, many firms suffered from the economic turbulences related to the pandemic 

and the gradual withdrawal of support measures.  

II. VAT compliance gap in the EU 

Total EU-27 VAT revenue and VAT liability increased in all years except for 2020, where both fell 

below the levels observed in 2017. In 2021, revenue and liability recovered and exceeded the values 

observed before the COVID-19 pandemic. Amid these extraordinary conditions, the VAT compliance 

gap continued to narrow albeit at a significantly faster pace.  

In 2021, the VAT compliance gap amounted to EUR 60.6 billion or – in relative terms – 5.3 percent 

of the VAT Total Tax Liability (VTTL) -the tax revenue that would be collected in the case of full 

compliance-. Compared to 2020, the gap went down by EUR 38.7 billion or 4.3 percent of the VTTL 

(see Figure 1). 

The unprecedented decline of the EU-wide VAT compliance gap of over EUR 65 billion and over 

5 pp between 2019 and 2021 calls for a thorough examination of the underlying data sources and 

assumptions. The change in the VAT compliance gap between 2019 and 2021 was driven primarily 

by shifts in the VAT revenue, whereas the estimated VTTL in 2021 was nearly identical to its value 

observed in 2019, before the COVID-19 pandemic.  

This suggests that the changes in the VAT compliance gap result from shifts in “recorded values” 

rather than changes in the estimated “unobserved” revenue potential. The stability of the VTTL was 

accompanied by the stability of its two main components, the nominal base, and the effective rate.  

 

2 https://ec.europa.eu/eurostat/databrowser/view/gov_10dd_edpt1/default/table?lang=en. 

3 https://ec.europa.eu/eurostat/databrowser/view/STS_RB_Q__custom_4329332/default/table?lang=en. 

https://ec.europa.eu/eurostat/databrowser/view/gov_10dd_edpt1/default/table?lang=en.
https://ec.europa.eu/eurostat/databrowser/view/STS_RB_Q__custom_4329332/default/table?lang=en
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Figure 1: Evolution of the VAT compliance gap in the EU-27 and EU-28 (% of the VTTL and EUR 

billion, 2017-2021)4 

 

Source: own calculations, download underlying data. 

 

Although there is some uncertainty around certain components of the calculation, much of the 

reduction in compliance appears to be robust and justified by the sharp increase in VAT receipts. 

The estimates of the VAT compliance gap are subject to revision due to future updates of national 

accounts figures, but a substantial revision of the EU-wide trend of VAT compliance is unlikely.  

III. VAT policy gap in the EU 

The VAT policy gap captures the effects of the departure of the tax base from the theoretical one 

and lower than standard VAT rates applied to certain parts of the tax base. Compared to the VAT 

compliance gaps, the VAT policy gaps have remained much more stable. For the EU-27 overall, the 

average VAT policy gap level in 2021 was approximately 44.9 percent of the notional ideal revenue, 

which is a slight, 0.3 pp, decline from the value recorded in 2020. At the same time, the public 

services gap further increased, which indicates an incline in expenses on public services, mostly 

medical treatment. In nominal terms, the policy gap in 2021 amounted to EUR 1i127 billion, which, 

due to an incline in the overall tax base largely driven by price inflation, was approximately EUR 77 

billion higher than in 2020.  

Of the average value of 44.9 percent, in 2021, approximately 10.4 percent can be attributed to 

the application of various reduced and super reduced rates. The VAT exemption gap, interpreted as 

the share of notional ideal revenue forgone due to exemptions or maintaining components of 

household final consumption outside the VAT base, was on average 34.5 percent in 2021.  

 

4  It is important to note that the 2020 results consider the EU-27, accounting for BREXIT in January 2020. As a 
reference, some graphs and tables until year 2019 present the EU-28 estimates including the UK. 

https://taxation-customs.ec.europa.eu/document/download/1566319a-6f79-4b1f-9913-4ff126965a2c_en
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IV. VAT compliance and policy gaps – results for Sweden 

This section presents the VAT gap estimates and discusses the economic and policy 

developments that might have affected value and dynamics for Sweden5. The chapter also contains 

highlights enumerating and discussing the main developments in the VAT gaps as well as 

calculation-related issues. It also presents road signalling which indicates the confidence around the 

VAT compliance gap. 

 

 

- Estimates based on relatively up-to-date information with no or very limited 
unexplained volatility which could signal inaccuracies. 

 

- Estimates based on somewhat outdated information or relatively large unexplained 
volatility of estimates.  

 

- Estimates based on some very outdated information or very large unexplained 
volatility of estimates. 

 

5 Source of information: Eurostat (https://ec.europa.eu/eurostat, NAMA_10_GDP, TIPSUN20, EARN_NT_TAXRATE, 
PRC_HICP_AIND and  TOUR_OCC_NINAT) and Our World in Data (https://ourworldindata.org/coronavirus).  

https://ec.europa.eu/eurostat
https://ourworldindata.org/coronavirus
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Sweden 

Economic and policy context  

 
Sweden saw robust economic growth in 2021. The economy 

expanded by 6.1 percent following a 2 percent contraction in 

2020. Despite the economic recovery, the unemployment rate 

slightly increased (up to 8.8 percent). The intensity of COVID-

19 restrictions decreased slightly in 2021, which is also 

reflected in a rebound in the number of nights spent by tourists 

in hotels and similar establishments (+25.7 percent). Despite 

a rather low inflation rate, nominal household and NPISH 

consumption expenditure as well as GFCF sharply increased 

(11.9 and 14.7 percent, respectively). 

 

Between 2017 and 2021, the Swedish economy expanded by 

8 percent in real terms, which was accompanied by a similar 

increase in consumer prices (+7.3 percent). The post-COVID-

19 recovery of the tourism industry, proxied by the number of 

nights spent by tourists in hotels and hotel establishments, 

was still incomplete (-14.7 percent compared to 2017). This 

likely hampered economic growth, as the intensity of tourism 

was relatively high (5.3 nights per year per inhabitant). 

 

  

 
Highlights 

Source: Eurostat  

 2017-2021 2020-2021 

Variable SE EU SE EU 

GDP (real, % change) 8.0 3.4 6.1 5.4 

HH/NPISH cons. (nom) 7.8 5.7 11.9 6.7 

Unemployment rate 7.5 7.4 8.8 7.1 

Tax wedge 24.7 30.4 24.4 29.7 

HICP 7.3 7.0 2.7 2.9 

Tourist nights (% change) -14.7 -32.6 25.7 28.8 

Tourist nights (average) 5.3 5.2 - - 

COVID-19 measures 
(change) 

- - -3.0 4.3 

GFCF (nom, % change) 14.7 18.1 14.7 8.0 

 

• The VAT compliance gap in Sweden remained 

exceptionally stable between 2017 and 2021. In 2021, it 

was ca. 3.8 percent. Based on fast estimates, it is expected 

that this pattern continued in 2022.  

• As both the VAT compliance and policy gaps were stable, 

the C-efficiency followed a sideways trend fluctuating 

between 59.5 and 60.8 percent in the analysed five-year 

period. 
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Table 1: SE: VAT compliance gaps, VAT receipts, composition of VTTL (SEK million, 2017-

2022) 

  2017 2018 2019 2020 2021 2022 

VTTL 441 389 458 891 476 994 478 372 518 999 571 439 

o/w liability on household final consumption 224 754 234 683 241 592 237 537 257 670   

o/w liability on gov. and NPISH final consumption 17 542 18 744 20 158 19 982 21 493   

o/w liability on intermediate consumption 104 203 108 994 114 962 117 453 127 520   

o/w liability on GFCF 89 676 90 857 94 371 99 518 108 117   

o/w net adjustments 5 215 5 613 5 911 3 881 4 199   

VAT revenue 424 886 445 241 459 699 461 132 499 361 552 302 

VAT compliance gap 16 503 13 650 17 295 17 240 19 638   

VAT compliance gap (percent of VTTL) 3.7% 3.0% 3.6% 3.6% 3.8% 3.3% 

VAT compliance gap change since 2017         +0.0 pp   

 

Figure 1: SE: VAT compliance gap, VAT revenue, and VTTL6 

Highlights 

 

 

  
Source: own calculation, download underlying data. 

 

 

 

 

  

 

6 The confidence around the estimates for 2022 is higher as they are based on a simplified methodology and more 
aggregate data. 
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https://taxation-customs.ec.europa.eu/document/download/5e981f05-80af-4129-bdf2-12f5b9b36c37_en
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Table 2: SE: VAT policy gap and its components (SEK million, 2017-2021) 

  2017 2018 2019 2020 2021 

VAT policy gap 369 315 388 270 398 013 400 002 418 908 

Rate gap 65 836 68 515 71 288 66 459 70 239 

Exemption gap 303 480 319 755 326 726 333 543 348 669 

o/w imputed rents 37 401 39 483 41 249 41 322 43 387 

o/w public services 214 233 221 200 226 272 231 949 244 114 

o/w financial services 25 266 24 721 23 347 26 953 29 417 

Actionable exemption gap 26 580 34 351 35 858 33 319 31 752 

Actionable policy gap 92 416 102 866 107 146 99 778 101 991 

C-efficiency 59.51% 59.70% 59.61% 59.93% 60.78% 

 

Figure 2: SE: VAT policy gap, rate gap, and exemption gap 

 

 

Source: own calculation, download underlying data. 
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V. Data availability and reliability  

The major risk factor for the study and its continuation in the future is related to the availability of the 

data necessary to calculate the VTTL model parameters. As discussed in EC/CASE (2022), it was 

expected that in total less than 50 percent of the information that was gathered earlier from the Own 

Resource Submission (ORS) would be available for the calculation of the 2021 VTTL in this vintage of 

the study. Moreover, the availability of information was expected to vary substantially across Member 

States. In addition to the scarcity of granular and timely information necessary to calculate model 

parameters, some delays and inaccuracies in national accounts data caused by the COVID-19 

pandemic were expected. In addition to the inaccuracies related to availability, timeliness, and 

granularity of information, the accuracy of VAT compliance gap estimates could largely be affected by 

the content and quality of the information. However, the quality of the aggregate information used in the 

calculation cannot be fully controlled for.  

This study supported the projection from the earlier analysis. Around 60 percent of the overall 

information used earlier for estimating model parameters was made available for the study team. The 

information needed to estimate the most important parameters was available, sufficiently granular, and 

up to date for over 80 percent of the Member States. 

This indicates that the accuracy of estimates has not decreased dramatically and that the 

continuation of the top-down consumption-side approach is still the only method that can be employed 

for all Member States. The exchanges with Member State administrations signalled that most of the 

Member States continue to gather relevant data and that they are able to share it for the purposes of 

the VAT Gap in the EU study. 

For a comprehensive overview of the data availability and reliability, as well as scope and 

methodology of the study, please consult the full resource VAT Gap - European Commission 

(europa.eu) 

 

https://taxation-customs.ec.europa.eu/taxation-1/value-added-tax-vat/vat-gap_en
https://taxation-customs.ec.europa.eu/taxation-1/value-added-tax-vat/vat-gap_en


                                                                                                                                                       VAT gap in the EU - Country Report Sweden 

  

Page 11 of 12 
 

 

 

 
 

GETTING IN TOUCH WITH THE EU 

In person 

All over the European Union there are hundreds of Europe Direct information centres. You can find the 
address of the centre nearest you at: https://europa.eu/european-union/contact_en 

On the phone or by email 

Europe Direct is a service that answers your questions about the European Union. You can contact 
this service: 

– by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls), 

– at the following standard number: +32 22999696 or  

– by email via: https://europa.eu/european-union/contact_en 

 

FINDING INFORMATION ABOUT THE EU 

Online 

Information about the European Union in all the official languages of the EU is available on the Europa 
website at: https://europa.eu/european-union/index_en 

EU publications  

You can download or order free and priced EU publications at: 
https://publications.europa.eu/en/publications. Multiple copies of free publications may be obtained by 
contacting Europe Direct or your local information centre (see https://europa.eu/european-
union/contact_en). 

EU law and related documents 

For access to legal information from the EU, including all EU law since 1952 in all the official language 
versions, go to EUR-Lex at: http://eur-lex.europa.eu 

Open data from the EU 

The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to datasets from the EU. 
Data can be downloaded and reused for free, for both commercial and non-commercial purposes. 

https://europa.eu/european-union/contact_en
https://europa.eu/european-union/contact_en
https://europa.eu/european-union/index_en
https://publications.europa.eu/en/publications
https://europa.eu/european-union/contact_en
https://europa.eu/european-union/contact_en
http://eur-lex.europa.eu/
http://data.europa.eu/euodp/en


 

   
 
       
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


