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Eurostat hat die Aufgabe, den Informa-
tionsbedarf der Kommission und aller am
Aufbau des Binnenmarkies Beteiligten
mit Hilte des européischen statistischen
Systems zu decken.

Um der Offentlichkeit die groRe Menge an
verfugbaren Daten zuganglich zu machen
und Benutzern die Orientierung  zu
erleichtern, werden zwei Artan von Publi-
kationen angeboten: Statistische Doku-
mente und Verdffentiichungen.

Statistische Dokumente sind far den
Fachmann konzipiert und enthaltan das
ausfihrliche  Datenmaterial:  Bezugs-
daten, bei denen die Konzepte aligemein
bekannt, standardisiert und wissenschatt-
lich fundiert sind. Diese Daten werden in
einer sehr tiefen Gliederung dargeboten.
Die Statistischen Dokumente wenden
sich an Fachleute, diz in der Lage sind,
selbstindig die bendtigten Daten aus der
Fille des dargebotenen Materials auszu-
wahlen. Diese Daten sind in gedruckter
Form und/oder auf Diskette, Magnet-
band, CD-ROM verfugbar. Statistische
Dokumente unterscheiden sich auch
optisch von anderen Verdifentlichungen
durch den mit einer stilisierten Graphik
versehenen weil3en Einband.

Veréffentlichungen wenden sich an aine
ganz bestimmte Zielgruppe, wie zum
Beispiel an den Bildungsbereich oder an
Entscheidungstrager in Politik und Ver-
waltung. Sie enthalten ausgewahite und
auf die BedUrinisse einer Zielgruppe
abgestelite und kommentierte Informa-
tionen. Eurostat ibernimmt hier also sine
Art Beraterrolle.

Fir einen breiteren Benutzerkreis gibt
Eurostat Jahrblcher und periodische
Verdffentlichungen heraus. Diese enthal-
ten statistische Ergebnisse fir eine erste
Analyse sowie Hinweise auf weiteres
Datenmaterial  fUr vertiefende Unter-
suchungen. Diese Verdffentlichungen
werden in gedruckter Form und in Daten-
banken angeboten, die in Menltechnik
zuganglich sind.

Um Benutzern die Datensuche zu erleich-
tern, hat Eurostat Themenkreise, d. h.
eine Untergliederung nach Sachgebieten,
eingefthrt. Dareben sind sowohl die
Statistischen Dokumente als auch die
Verdffenttichungen in bestimmte Reihen,
wie zum Beispiel ,Jahrbicher®, ..Kon-
junktur”, ,,Methoden", untergiiedert, um
gen Zugriff auf die statistischen informa-
ticnen zu erieichtern.

Y. Franchet
Generaldirektor

it is Eurostat's responsibility to use the
European statistical system to meet the
requirements of the Commission and all
parties involved in the development of the
single market.

To ensure that the vast cuantity of ac-
cessible data is made widely avaitable,
and to help each user make proper use of
this information. Eurostat has set up two
main categories of document: statistical
documents and publications.

The statistical document is aimed at spe-
cialists and provides the most complete
sets of data: reference data where the
methodology is welli-established, stand-
ardised, uniform and scientific. These
data are presented in great detail. The
statistical document is intended for ex-
perts who are capabie of using their own
means to seek out what they require. The
infarmation is provided on paper and/or
on diskette, magnetictape, CD-ROM, The
white cover sheet bears a stylised motif
which distinguishes the statistical docu-
ment from cther publications.

The publications proper tend to be com-
piled for a well-defined and targetsd
public, such as educational circles or
political and administrative decision-
makers. The information in thase docu-
ments |s selected, sorted and annotated
to suit the target public. In this instance,
therefore, Eurostat works in an advisory
capacity.

Where the readership is wider and less
well-defined, Eurostat provides the infor-
maticn required for an initial analysis,
such as yearbooks and periodicals which
contain data permiting more in-depth
studies. These publications are available
on paper or in videotext databases.

To help the user focus his research,
Eurostat has ¢reated ‘themes’, i.e. subject
classifications. The staiistical documenis
and publications are listed by series: for
exampie, yearbooks, shor-term trends or
methodology in order {o tacilitate access
o the statistical data.

¥, Franchet
Director-General

Pour établir, évaluer ou apprécier les dif-
férentes politigues communautaires, |a
Commission suropéenne a besoin d'infor-
mations.

Eurostat a pour mission, a travers le sys-
téme statistique eurcpéen, de répendre
aux besoins de la Commission et de 'en-
semble des personnes impliquées dans
le développement du marché unigue.

Pour mettre a la disposition de tous F'im-
portania guantité e données accessibies
et faire en sorne gque chacun puisse
s'orienter correctement dans cel ensem-
bie, deux grandes catégories de docu-
ments ont été créeées: les documents
statistiques et les publications.

le document statistique s’adresse aux
spécialistes. Il fournit les données les plus
complétes: données de référence ol la
méthodologie est bien connue, standar-
disée, normalisée et scientifique. Ces
données sont présentées a un niveau tras
détailié, Le document statistique est des-
tiné aux expens capables de rechercher,
par leurs progres moyens, les donnees
reguises. Les informations sont alors
disponibles sur papier et/ou sur disquette,
bande magnétigue, C0-ROM. La couver-
ture blanche ornée d’'un graphisme stylisé
démarque le document statistique des
autres publications.

Les publications proprement dites peu-
vent, elies, &lre réalisées pour un public
bien déterminé, ciblé, par exemple
I'enseignement ou les décideurs politi-
ques ou administratifs. Des informaticns
sélectionnées, triées et commentees en
fonction de ce public lui sont apportéas,
Eurostat joue, dés lors, e role de conseil-
ler.

Dans le cas d'un public plus large, moins
défini, Eurostat procure des éiéments
nécessaires & une premiére analyse, ies
annuaires et les périodigues, dans les-
quels figurent les renseignements adé-
guats pour approfondir Yetude. Ces
publications sont présentées sur papier
ou dans des bangues de données de type
vidéotex.

Pour aider l'utilisateur & s'orienter dans
ses racherches, Eurostat a créé les
thames, c'est-a-dire une classification
par sujet. Les documents statistiques et
les publications sont repertoriés par
série — par exemple, annuaire, conjonc-
ure, méthodologie ~- afin de faciliter
{accés aux informations statistiques.

Y. Franchet
Direcieur géneral
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[. INTRODUCTION

Nowadays taxation has reached a level of magnitude
of about 40% of national GDP in many EU Member
States. In ccliecting this large amount of resources
governments have a decisive impact on the
sconomy. However, overall tax shares are not
sufficient for a meaningful analysis of taxation. It is
necessary to look at what kind of tax is levied cn what
kind of activity, i.e. it is necessary to fook at the
structures of taxation systems.

Taxation (including compulsory sccial contributions)
varies widely between Member States and
comparisons are extremely difficult owing to the
complexity of taxation systems. In some cases only
tax rates differ and the tax tases are the same (&€.4.
VAT in the European Union). Sometimes activilies
are taxed in cne Member State but not in another.
Very often the Identification of differences and
similarities is difficult because taxes which bear the
same name (like income tax or corporation tax) are
levied on tax bases which are defined in different
ways and which are subject to different evaluation
and exemption rules. Moreover. there are differences
in the certainty with which the taxes are in fact levied.

Differences in tax systems are becoming important
for investment, employment, consumption  and
savings decisions in an increasingly interconnected
economic environment. The Structures of  the
Taxation Systems in the European Union (for the
sake of brevity this publication will be referred to as
"Structures") provides a unified framework by which
the heterogeneous taxation systems of different
Member States can be compared. Such a framework
is also of importance for the preparation of tax policy
decisions. Because of the increasing
interdependency of national economies there Is a
strong need for political decision makers not only to
have z clear view of the taxation systems in their own
country but also to have a good understanding of
taxation systems in cther countries.

One reason  for the high and persistant

unemployment in Europe lies in the high and

increasing taxation of the production factor labour. In
its 1983 White Paper "Growth, Compelifivenass and
Employment. The challenges and ways forward into
the 21st century’ the Commission therefore
recommendad a sizeable {1 1o 2 percentage points of
GDP) reduction in the taxation of labour. This
approach was endorsed by Member States at the
Essen summit and at subseguent summits.
Experience shows, however, that this
recommendation is not easy to Implement in practics.
The “Structures" is therefora used to monitor if and
how Member States follow the recommendations of
the White Paper.

The focus cof the "Structures" Is to interpret fiscal
trends in order to provide a generai picture of the
evolution of laxation systems in Europe at different

levels of aggregation and not to provide the reader
with figures which are precise to the iast decimal.
Should etrors appear, mainly dus to the current
impossibility cf obtaining a perfect splitting for some
taxes in some Member States (see methodological
note), they have been made consistently in all years
of analysis. Therefore even if the value for each year
ware to be changed., the trend would remain
unaffectad. !t should be pointed out that the mos!
accurate classification and splitting pessible in all
Member States wifl still be looked for. The
methodology of the “Structures” is not regarded by
the Commission as finalised for goed. Suggestions
for improvements are always welcomed and will be
seriously considered,

The publication is divided into four main parts:

« an overview of the evelution of taxation systems in
the European Union since 1970

« a methodological note including a key which
explains in detail the calculations and a list of
abbreviations

« an analysis of sach Member State

« aggregate tables for all fifteen Member States and
European averages

The summary in Part Il gives an overview of the main
developments in the taxation structures of Member
States of the European Unicn in the period 1870 to
1986.

The methodoicgicai note in Part Il helps the reader
to appreciate the validity of the results which have
been derived from our exercise. To help the reader to
understand the methodology of this werk a "key" is
added which translates the classification of taxes and
social contributions used by Eurostat into the
categories that are used (n the present publication.

The per-country analysis in Part IV presents for each
Member State a description of the taxation system
and its structure as well as an overview of the
evolution of the structure since 1970 {1980 for Spain,
Austria, Portugai, Finland and Sweden, 1985 for
Greece). Four different types of information are given
(see also methodological note).

Table A provides a standard splitting of taxation
according to the basic National Accounts categories
of direct taxes, Indirect taxes (taxes levied on
production and imperts) and  social security
contributions. Each of the three categories is further
divided so0 as to show the relative importance of the
revenues within each category. Table B gives a
hreakdown of taxation according to the receiving
administrative level. Table C gives an account of the
tax burden following an econcmic {functicnal}
spiitting. Five categories {the ones relevant for the
analysis arising from the White Paper on Growth,
Competitiveness and Employment) have been
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developed for the economic splitting: consumption,
labour (divided into labour employad and labour seli-
and non-employed), factors of production other than
iabour and — if applicable — transfers, Taxation of
energy and environmental use are accounted for
below the iine of the total summary. Resulis are
shown as a percentage of GDP. Table D shows the
economic burden of taxation in the form of implicit tax
rates (ITR) which are calculated by dividing the tax
revenues by an appropriate macroeconomic tax base
{see methodological note).

Part V presents the results of the same analysis as
the per-country descriptions in the form of
comparative tables. Tables showing the relevant tax
dala as a percentage of total taxation are added.

This study s the result of a cooperation between
Uirectorate  General XXi (Customs and  indirect
Taxation) and Eurostat, the Statistical Office of the

European Communities, based on the data available
in June 1998. For the majority of countries, complete
Naticnai Accaunts and taxation data were available
and for some other countries at least aggregate
figures up to 1996 were avalizble. The reader will
notice that in some cases GDP-ratios and implicit tax
rates have been changed for earlier years. This is
due to changes in the National Accounts data and not
a result of changes in the methodology.

The first edition of the "Structures" contained a
section on measures taken by Member States to
reduce non-wage labour costs. This section has been
removed for technical reasens. The information is,
nowever, still available in the foliowing publication:
"Eurcpean  Commission {1998},  Employment
Observatory. Tableau de Bord 1886, Follow-up to the
conclusions of the Essen European Councii on
employment pelicles, Brussels and Luxembourg".

. Summary: Trends in Taxation 1970 to 1996

1. Total Taxation

The share of taxes and soccial contributions in the
GDP of the Eurcpean Union (in its changing
membership) increased between 1870 and 1998 by
almaost 9 percentage points from 33.5% to 42.3%.

Since the tax shares of the criginal six members were
comparatively high, the accession of new states in
1973, 1981 and 1986 tended to slow down slightly the
increase in the average European tax share, while
the accessions in 1995 increased it somewhat.
Nevertheless, the main trend has besen the same in
all Member States apart frem the United Kingdom,
where the tax share has falien by one and a half
percentage point since 1970.

2. Indirect Taxes, Direct Taxes and
Sociai Contributions

2.1. iIndirect Taxes

The share of indirect taxes as a % of GDP remained
guite stable between 1870 (13.0%) and 1998
(13.6%). In view of the generally rising ‘frend of
taxation, this means that the share of those taxes in
the cverall revenues of Member States fell: from
38.7% in 1870 to 32.5% In 1986. This fall affected
excise duties and other indirect taxes apart from VAT
while VAT increased. To a large extent the changes
within the structure of indirect taxation are the
statistical effect of the replacement of turnover taxes
(other indirect taxes) by VAT which more or less
coincided with a country's entry into the Unicn. Apart
frem that, however, there sesms to bs a more
general trend towards relatively lower revenues from
excise duties and other indirect taxes in most of the

In the 1970s there were marked increases in Belgium
and the Netherlands, but also in Germany, France,
italy and Denmark. In the 1980s the tax share rose
especially in Spain, Haly and the Nordic countries,
whereas it remained stable or even decreased
somewhat in the other Member States. Since 1990
the share of total taxation (taxes and social
contributions) as & % of GDP has been increasing
more rapidly than in the 1980. This was pantly a result
of the increase of the tax share in Germany by more
than 3 percentage points {caused not least by the
unification process). This affected the EU average as
the German GDP makes up about 30% of the
Union's GDP. But also in Belgium, Denmark, Italy,
Austria and Fertugal, the shares of tax and social
contributions  have increased by some two
percentage paoints.

Member States. Whereas for example the avarage
GDF share of excise duties has remained remarkably
stable at about 3.5%, the share in total taxation has
declined from 10.6% to 8.1%. This general trand is
confirmed if ane eliminates the effect of the increased
revenues of the European Union which are — apan
from VAT — mainly other indirect taxes.

The countries that rely fairly heavily on indirect taxes
are Greece, Ireiand, Portugai and the United
Kingdom. However, the similarities for indirect
taxation from one Member State to ancther are much
greater than for direct taxes or social contributions.

2.2. Direct Taxes

The average European tax structure was strongly
affected by the accessicns of Denmark, ireland and
the United Kingdom in 1973, In 1872 only 26.5% of
European naticnal tax revenues were direct taxes:
with the new Member States this ratio rose by almost
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5 percentage points 10 31.2%. Especialiy in Denmark
the share of direct taxes in total taxation was and is
rather high, a result of comparauvely nigh taxaticn of
personal income. The high direct taxes in the three
countries are a conseguence of the iinancing of
social expenditure directly out of the budgsts of
central and loccal governments, whereas in the
majority of the other EU Member States these
expenditures are financed by social contributions via
soctal security funds.

In the late 1970s and in the 1980s the share of direct
taxes in total taxaticn was fairly stable, although the
GDP share rose with the general increase in taxation,
which mainly affectad taxes on personal income. The
accession of new Member States in 1881 and 1986
did nct have a strong effect on the European trend,
although they relisd less on direct and more on
indirect taxation.

A downward trend in direct taxation started in 13882
In Germany the share of direct taxes in total taxation
fall by atmost 8 percentage points to 25.1% in 1996,
in Italy by almost 4 points (since 1992} to 38.4% and
in the Netherlands by 5.6 points (since 1981) to
30.5%. The share also fell in Spain, Luxembourg and
Sweden.

From 1989 ocnwards, many countries (Germany.
Spain, France, Austria and the United Kingdom]
reduced their direct taxes, probably as a reaction to
increasing global competition for mobile capital. On
the other hand, the average burden of taxes on
personal income has grown over recent decades. As
said before, the increases mainly tock place in the
1970s but they could also be seen in the 1990s,

However, in the 1980s and 1990s the irends have
been more diverse than in the 1970s when all
countries apart from the United Kingdom increased
personal income taxation. Whereas some countries
— Belglum, Germany, Luxembourg, Finland and
Sweden — reduced the share of persanal income
taxation, others - Denmark {(at feast uniil 1982},
France and ltaly - increased it. The picture Is even
more varied in that one country (Denmark) increased
its already high taxation on personal income and
another country (Greece) cut already low personat
income taxation aven further.

3. The Structure of Taxation according
to Economic Functions

In the following paragraphs the economic structure of
taxation is discussed for the whoie State (general
government and EC). A description of the economic
structures for the various levels of government is
given in saction 4.

3.1. Consumption

During the last 25 years the taxation of consumption
(private and public) in the Eurcpean countiies was
fairly stable. The ratic of taxes cn consumption
{mainly VAT and excise duties) ic GDP remained
steady at around 10 or 11%. As a consequence of the

2.3, Social Contributions

In almost all Member States of the European Union
sccial contributions have shown a very marked
increase cver the last 25 yvears. in most cases this is
the main reason for the increase of the general tax
burden. On average the share of total social
contributions has risen from 11.7% of GDP or 34.8%
of total taxation in 1970 to 15.3% of GDP and 36.3%
of total taxation in 1996, Without the accesslon of the
three new Member States in 1973 (whose statistics
show comparatively low social contributions}), this
share would be even higher. Cnly Denmark {where
social contributions are very low anyway, is an
exception to the general trend. In the other countries
social contributions have risen faster than taxation in
general, especially in the 1970s. Although in many
countries the ratic of scclal contributions to GRP
stabilised or even fell in the 1880s and 1280s, the
effect of the sharp increases in the earlier years has
not been reversed.

It is interesting to see that on average social
contributions of empioyers have declined in relative
terms, whereas those paid by employees and self- or
non-empioyed persons have increased (the latter two
categories however form only a comparatively small
part of total taxation). In 1870 about €1% of social
contributions were paid by employers, in 1980 this
figure had fallen to 58% and in 1996 it was around
54%. In most cases this trend cccurred more or less
smoothly. In the Netherlands, however, it was mainly
a result of a reform of social security (the so-called
"Qort operation”) in the 1930s. These resuits are
confirmed by a look at the GDP shares. After a sharp
increase in the early 1970s from 7.2% of GDP in
1970 to 7.8% in 1976 {or even 8.8% for EU-6 - the
United Kingdom and Denmark reduced the average),
employers’ social contributions as % of GDP have
remained more or less stable for the last fifteen years
and only recently increased somewhat. Employees’
sccial contributions, on the other hand, have grown
more strengly, although their level was and still is
lower than the level of employers” contributions. In
1970 the average GDP share of employees’ social
contributions was 3.5%: in 1996 the share had risen
10 5.1%.

share meant a decline in the relative importance of
consumption taxes. Their share in overall taxation fell
from 33.1% in 1970 to 26.7% in 1996. This decline
occurred in the years 1970 to 1977; thereafter the
share remained stable. The reasons behind this
development were the increase in taxation on labour
(see below) but also a decrease in the implicit tax
rate on consumption from around 15% in 1970 to
around 13.5% in the mid-eighties. Only recently the
implicit tax rate on consumption has increased again
and now stands at 14.4%.

general increase [n taxation this stability of the GDP
=lal

'he movement of consumplion taxes in Europe is
much more homogencus than the trend in other
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taxes: no great deviations from the Eurcopean
average are observable.

3.2. Employed Labour

in 1996 taxes and compulsory contributions on
employed labour accounted for more than half
(51.2%) of total taxation and for more than a fifth
{21.6%) of GDP. In 1870 the shares had been only
43.4% and 14.6% respectively. During the 1970s the
GDP shares rose significantly in Belgium and the
Netherlands. In the 1880s the increases were
generally smaller. Larger rises occurred in Finland,
Denmark and laly. In some countries there were
sven decreases. Since 1890 a sharp increase has
been taking place in Germany, while in Sweden —
which has the highest level of labour taxation — the
share of these taxes in GDP decreased.

in most countries the main component ¢f labour
taxation and aisc the main driving force behind the
fncreases are social contributions (see above), The
relative importance of other taxes cn labour — wage
taxes, personal income taxes. payroll taxes. etc. —
remained fairly stable in many ccuntries, especially
over the last fifteen years. Although the trend in
taxation of emploved labcur is less smooth than the
trend in taxes on consumption, the general increase
in fabour taxation (quite marked in the 1870s and still
significant in the 1880s) is a feature that is shared by
aimost ail EU taxation systems.

3.3. Self-Employed and Non-Employed Labour

The share of taxes and social contributions on self-
employed labour has remained more or less stable in
the Member States of the EU since 1870. in 1996 i
was 2.4% of GDP, as it was in 1970. In the original
six Member States of the Community the figure
fncreased, but this was on average offset by low
taxes and coniributions on self-employed iabcur in
other Member States. The importance of the taxes on
self- and non-employed labour as a percentage of
total taxation has significantly decreased since 1970
(from 7.1% to 5.7% in 1996). In paricular this holds
true for the Netherlands (see above} and Germany.

3.4. Other Factors of Production
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production than labour" reguires speciai care (see
alzso  methodological note). First, this category
includes taxes on different factors which are used or
could be used in the productive process, such as
land, buildings and other real capital, monetary
capital, energy. environment. Second, these taxes
are of varicus kinds, e.g. taxes on transactions {&.g.
rezl estate transfer tax), taxes on yields (e.g. capiial
yields taxes) or on stocks {e.g. wealth taxes). This is
probably why trends in these taxes are rather varied
in the EU.
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Starting at the relatively low level of 5.4% of GDP and
16.2% of total taxation in 1970, the EU average of the
taxation of other factors of production than labour
was significantly increased by the accession of the
United Kingdom in 1873. In 1974 and 1875, however,
the tax share fell again almost to its former level.
From 1975 to 1983 the share increased steadily. In
1989/19%0 a clear downward trend started in many
countries, especially in the United Kingdom,
Germany, Spain, Luxembourg and Portugal
Ceonsequently, the EU average declined between
1989 and 1895 from 7.7% of GDP to 6.4% of GDP or
from 19.1% to 15.4% of total taxation. However, in
1996 the trend seems to have changed and the ratios
are now 6.7% and 15.9%.

Cwing to the volatility of the base (net operating
surplus of the economy), the implicit tax rates show
strong c¢yclical movements in many countries,
especially in Denmark, France, Ireland, laly, the
Netherlands and the United Kingdom. Between 1970
and 1982 the implicit tax rate increased by almost 20
percentage peints from 27.7% tc 45.6%. The EU
average was basically determined by the marked
increases in Germany and France, but also by rises
in Belgium, Denmark and ltaly. In the United Kingdom
the implicit tax rate dropped from a very high 67.6%
10 36.8%. After 1982 a downward trend in the implicit
tax rate set in and in 1995 it was down to 34.3%. The
drop was particularly marked in Germany, France
and the United Kingdom. [n 1396 the implicit tax rates
on other factors of production increased to 35.6%.

3.5, Energy and Environment

The taxation of energy has conly slightly increased
since 1870. Until the mid-1980s the energy tax/GDP
share remained guite stable at around 1.7%, whereas
the share in total taxation decreased by more than
one percentage point foc around 4%. Since then a
moderate but steady increase can be observed. In
1998 the share of energy taxation had again reached
2.2% of GDP and 5.1% of total taxation, Ccuntries
with comparatively high energy taxes are italy,
Luxembourg, Portugal and Sweden, whereas energy
taxation is below the EU average in Belgium, Austria
and the Netherlands. The most important energy
taxes are excise duties on mineral oils.

The fiscal importance of environmental taxes (taxes
which are levied on activities or products which are
harmful to the environment) is rather low in most
Member States of the EU. The total share of these
taxes in GDP is somewhat more than half a
percentage point, their share in total taxation below
2%. Moreover, there have been no significant
changes in the trend of these faxes over recent
years. Only in the Netherlands and in Denmark are
environmental taxes on a larger scale, in both cases
as a result of comparatively high taxes on the use of
cars (vehicle registration duties, taxes on vehicles,

etc.).
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4. The Structure of Taxation according
to Levels of Government

The classification of taxes and social contributions
according to the level of government which receives
these revenues clearly shows the great difierences in
the government and tax systems of the Member
States of the European Union. In the United Kingdom
and in freland about four fifths of the revenuas go to
central government, whereas in France the share of
the central level is the lowest {1996: 44.8%). On
average 52.9% of total government receipts are
nowadays claimed by the central State compared to
58.5% in 1970s. A sharp fall in the share of central
government over the last 25 years can be cbserved in
Belgium, Denmark, Germany, France and the
Netherlands. In Spain, Ireland, Luxembourg,
Portugal, Austria and the UK the share has been
relatively stable whereas it has risen in ltaly.

In general the most important revenue source for
central government s consumption taxes (VAT,
axcise duties). Roughly one third of central

government taxation is raised on lapour (income tax)
and about a fifth comes from the taxation of other

factors of preduction (corporation taxes, capital yield
taxes, etc.)

In most countries the share of receipts of social
security funds lies betwean 20 and 30% of general
government receipts but because of the differences
In the management and modes of payment of social
benefits the overall picture is varied. In France,
Germany and the Netherlands the receipts of social
security funds as a % of total taxation are over 40°%,
in Belgium and Spain about 35%, in ltaly and Portugai
just ovar 30%, in treland and the United Kingdom well
below 20%, and they are almost negligible in
Cenmark, where soclal contributions are mainly paid
by employees. Since the main type of revenues of the
social security funds are seocial contributions, their
revenues are almost exclusively paid bty employed
labour. In some cases, however, the social security

funds also gain from consumption taxes (VAT) or
taxes on other factors of production.

in order to get an impression of the degree of fiscal
decentralisation in a State, it is of interest to look at
the figures for the local government level. However,
the differences in the magnitudes of the shares
accruing to the various levels of government are not
the only, and maybe not even the most important,
indicators of local political influence or of the degree
of centralisation, The main problem is that under the
heading "Central State" entities of very different
political power and influence are subsumed — from
genuine states to provinces which often have only
administrative meaning. Apart from that, there are
great differences in the powers and functions of locai
governments and in their ability to influence decisions
of higher governmental leveis.

Finally, low own taxes and dependsnce on grants
from other levels of government are nct necessarily a
sign of limited power as these grants may be
guaranteed and have the same political quality as
shares in faxation.

On average the share of taxation apportioned to local
government has increased over the last 25 years.
Developments, however, have not been uniform. The
share increased in Denmark, Spain, France, the
Nethertands and Portugal, whereas it declined in
lreland, Luxembourg, Austria and — particularly — in
the United Kingdom. When the 'domestic rates” —
the main tax on land and buildings (= taxes on cther
factors of production) — levied by local authorities in
the UK were abolished in 1890, the percentage of
local tax revenues in the UK dropped from 11.0% of
total taxation to only 3.1% (and now stands at 0.6%).
Accordingly the EU average decreased by cne

percentage point o 6.8% in 1990,

Apart from the Nordic countries local taxation is
mainly taxation of other factors of production, in
particutar taxes on land and builgings, which can be
considered the classical local tax. in Denmark,
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Finland and Sweden focal authorities raise their own
income taxes or receive a surcharge on central
government’s income tax and thus get between 70%
and 90% of their taxes in the form of labour taxation.
Although the most important local taxes are still taxes
on other factors of production the importance of local
taxes on employed labour is increasing in many EU
Member States.

Consumption taxes are in general of relatively low
importance at the local leval. There are, however, five

5.  Summary and recent developments

Member States of the Eurcpean Upion raise the
largest share of their tax revenues in the form of
labour taxation. The share of taxes on labour as well
as the importance of perschal income taxes and
social contributions have been increasing over the
iast decades. Taxation of consumption {as measured
by the implicit tax rate on consumption} has remained
refatively stable since the middle of the 1970s. while
taxes on other factors of production and taxes on
corporate income increased between 1970 and the
late 1580s but have since then decreased.

This general trend has not changed since the
publication of the Commission’'s White Paper on
Growth, Competitiveness and Employment, which
recommended a reduction of non-wage labour costs
by 1 or 2 percentage points of GDP. Member States
endersed the recommendation of the White Paper at
the European Council of Essen and some indeed
have already introduced measures {o lower labour
taxation. So far the general results have besn
somewhat disappointing. There are several reasons

itl. Methodological Note

1. Data Sources

The most important data source for this publication is
Eurostat's database NEW CRONCS. The data
pubiished by Euroslat are collected and classified by
the statistical offices of the Member States but
comparability is ensured by the common use of tha
European System of Integrated Economic Accounts,
second  edition 1872 (ESA). Apart from these
sources, data made available by naticnal
administrations have been used but only as a
guideling for the splitting of Eurostat data (especially
data cn personal income tax} to different categories.

Where possitle the time series starts with the vear
1970. For Spain, Austria, Portugal, Finland and
Sweden, comparable ESA data on taxation are
available from 1980 onwards, for Greaece complete
data are only avallable from the year 1985 onwards,
The results published here reflect the data situation in
June 1998. In the meantime more current data might

cases in the European Union whsre consumption
taxes maks up a relatively important part of the tax
revenues of local governments. In Spain, ltaly,
Austria and Portugal local authorities receive a
sizeable share of the VAT. In ltaly locai governments
aiso recsive some excise duties. In the Netherlands
levies on water pollution and waste disposal and
sewerage charges piay an important rofe. In Portugal
the real estate transfer tax is a major source of
financing local government.

for this. One important reason is that it is rather
difficult to offset the loss in revenues by increasing
other taxes or by reducing expenditure, since labour
's by far the biggest tax base in ali European
countries and substitute tax bases are not easily
found. Moreover, adjustments in the tax systemns
could well be difficult to achieve because of the
interconnectedness of the Member States, which
limits the degree of freedom any single country
enjoys in structuring its system. Finally, obtaining
significant  changes in the tax systems is a
complicated task which takes time.

The Employment Summit held in Luxembourg in
December 1997 reconfirmed the need to make
taxation systerns more employment friendly. In their
National Action Plans which were drawn as a
consequence of the summit Governments outlined
how they want to achieve a reduction in the tax
burden on labour. The approaches followed by the
Member States are rather different in  nature.
Whereas some countries want to reduce labour
taxation and increase other taxes as a compensation
others seek to embed the reduction of labour taxation
in general tax cuts.

have become avallable for some countries and some
aggregates. :

The ESA distinguishes four main categories of taxes
ftaxes comprise only actual taxes and social
contributions and not imputed social contributions.
Moreover, fees that are paid by producing units for
direct returns are included):

Current taxes on income and wealth (Eurostat

key/ESA Code: 3100/R81): compulsory, pericdically
levied on income and wealth (ESA No. 457},

Capital taxes (Eurostat key/ESA Code: 9200/R72):
compulsory, levied at irregular intervals on capital or
wealth (ESA No 4108). Capital taxes are mainly
inheritance and gift taxes. The share of these taxes is

rather low,

Taxes linked to production and imports (Eurostat
key/ESA Code: 9880/R20): compulsory, levied on
producer units in respect of the production (defined in
a broad sense) or imporation of goods and services
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or the use of factors of production, payable
regardless of profit (ESA No 414}, The taxes linked to
import and preducticn are further subdivided into the
following categories:

9910 VAT and general turnover taxes

9920 !mport duties and agricultural levies

3930 Excise duties

9940  Taxes on services

4950 Taxes on ownership of land and bulldings
9960 Stamp, registration and similar duties

0570  Other taxes linked to import and production

Actual Social contributions (Eurcstat key/ESA
Code: 9300/R62): payments made in ordar o acguire
and/or preserve the right to social benefits (ESA No.

2.  The Tables

This publication presents tax revenues in three
different ways. Table A contains the classical split of
direct taxes (lL.e. taxes on current income and wealth,
capital taxes), indirect taxes (taxes linked 1o
production and import) and social contributions.
There are different concepts of direct and indirect
taxes. This publication foliows the Eurostat definition
and defines direct taxes as those 1axes which are
directly related te income and weaith and indirect
taxes as those taxes which are related to production
or imports. Since this distinction as such is ofien not
sufficient, dirsct taxes are further subdivided into
taxes on personal income and taxes on corporate
income and others (non imputable). indirect taxes are
divided into VAT, excise duties and others (for
example, turnover taxes, taxas on services), Social
contrinutions form a category of their own.

Table B shows a split of taxes according tc the
government level which ultimately receives ths
revenues. According to the ESA a distinction is made
netween central government (ESA Code: 5617, local
government (562), social secyrity funds (S63) and
the Institutions of the European Communities {in

3. Taxes according to economic
functions ("economic classification")

Since this method of classifying taxes according to
thelr economic functicn is rather new, it needs some
explanation. The purpose of this classificaticn is to
show on which economic activity or on which factar of
production a tax is levied and thus ta give an
indication of the discriminative effects of the tax
system. This analysis dces not answer the guestion
of who ultimately has to bear the tax burden, e iiis
not an analysis of the tax incidence.

Taxes on consumption are taxes which are levied
on transactions between final consumers (private and
public) and producers or seflers. The ax base is
always a quantity of a commodity or service. its value

‘oo ar ancther variabls which is diractly linked to

LT
Cr pnce Or an

4623, The actual sccial contributions are subdivided
into:
A 621 Empioyers actual social contributions
RG22 Employees’ actual social contributions
R 623 Social contributions by self-employed and
non-employed persons

The above categories are the same for all countries.
For the individual countries, Eurostat's database
NEW CRONOS (theme 2 Econcmy and Finance,
domain <gov>, collection <taxs) divides these
categories further inte the individual country-specific
taxes. Since these are no fonger directly comparable
they nave different code numbers.

short "EC" for the purpose of this publication} (SYe).
Table C classifies taxes and social contributions
according to economic functions. Five categories are
distinguished: consumption, labour employed, labour
seff- and non-employed, other factors of production
(i.e. other than labour) and — where applicable —
transfers. All taxes and social contributions are
grouped under one but only one of these headings.
There are also two "of which" categories: taxes on
energy and environmental taxes. Taxes on energy or
environmental use are usually also taxes on
consumption or taxes on cther factors of production
(see section 5 below “Key to the Classification of
taxes™).

The cross-country tables show averages for the
Europe of 8, 9, 12 and 15 according to the size of the
Community in the particular years. Greece couid only
be included in the EU-12 average from 1586
onwards. In some cases data are not available for
recent years. In these cases the country tables show
only the available data. For the calculation of
European averages in the overview tables, the
missing data have been estimated to be equal to the
results of the latest year for which data are available.

consumption. For the classification of the tax it is of
no importance who actually pays it to the revenue
hoard. Under the heading of taxes on consumption,
the following are subsummed: VAT and general
turnover taxes, agricultural levies and excise duties,
taxes on services and the taxes on motor vehicies
which are paid by households. In most cases these
are indirect taxes, but this is not necessarily the case
as the tax on motor vehicles paid by households

shows.

it is not to be expected that consumption taxes nave
a strong direct influence on the use of factors in the
productive process. Disregarding the possibility of a
completely inelastic demand function, such taxes will
reduce the demand for the taxed goods and theredy
— in a second step — the demand for their factors of
production. But consumption taxes as such do not
discriminate  between the different factors of

11
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producticn. It has to be conceded, however, that most
of the Member States of the EU apply more than one
rate of VAT (a standard rate and a lower rate on
goods and services the consumption of which they
want to promote), Moreover a variety of products bear
certain excise duties. Given that the cembination of
productive factors is different in sectors to which
different VAT rates and excise duties are applied
there is a certain discrimination in favour of or against
some factors. There is however little evidence that
this discrimination is very strong. Moreover, different
taxes in these areas are rarely — if ever — levied
with an eye to the combination of factor input behind
the goods but are usually motivated by simple fiscal
{these taxes are usually easy to administer) or
paternalistic reasons (influencing consumers' choice
according to what governments think proper;.
Recently environmental reasons for discouraging the
use of certain goods have played an nereasing role
(taxes on gasoline eic.).

Taxes on labour ("non-wage labour costs" are those
taxes and social contributions which in one way or
another discriminate against the use of the labour
factor in the official ("white") area of the economy.
The "Structures' distinguish between empioyed and
self-employed labour. The first category mainly
comprises employers” and employees” social security
contributions and wages taxes, the latter mainly
comprise the sccial contributions paid by self- and
non-empleyed persons and alse income taxes. The
point of view from which this definition is derived is
that of rescurce allocation in general. Taxes on
tabour in our definition comprise not only social
security contributions paid by the employer and taxes
such as the wage sum tax but also those taxes wnich
make it less attractive for an employed person to
work moere or which make it tess attractive for an
unempleyed person and potential employee to enter
into & regular work contract instead of claiming social
benefits or selling his labour in the black economy.
The concept of taxes on labour as used hare is thus
comparatively broad (on the cther hand, it is narrower
than some concepts since it does not inciude non-tax
costs for the employer such as safety regulations,
continued payment in case of illness etc.).

From what has been said, it follows that it is of
secondary importance whether the tax is paid by the
employer or by the employee and how the tax is
leviad.

The main part of taxes on labour is composed of
(compulsory) social coniributions. These
contributions  differ from taxes Inasmuch as they
create a right to certain forms of social protection for
the insured persons which is above the jevel that the
State offers to its citizens in general or to cenain
groups as a compensation for spacific burdens borne
by them (e.g. for war victims). Moreover, tha amount
of protection is positively related to the magnituda of
the contriputions paid. Conversely, somebody who
nas not paid social contributions has normally no right
tc the types of social protection which is financed by

12

thern. For these reasons one might argue that social
confributions are not comparable to other taxes on
the facter labour but have more the characteristics of
savings, insurance premiums or fees. if there were
nc compulsory contributions by employers  and
smployees, the latter would nevertheless spend a
certain amount of their — consequently higher
income — on protection against risks such as iness
or unemployment or save for old age.

Since 1t seemed too difficult to caicutate which part of
the social contributions in fact represents a tax and
since the main interest of the analysis is in the trend
anyway and not in the precise amount, it was decided
to classify the full amount of compulsory social
contributions as a tax on labour. This decision seems
also justified by the fact that the link betwesen individu-
ally received protection and individually paid contribu-
ticns is quite lcose compared to the link between
premiums and protection in insurance bought on a
free market. Moreover there is usually a strong
distributive element in the social security system and
the possibilities of choice regarding payment and
received benefits are extremely restricted.

In some countries transfer payments by the State
are subject to taxation. That way part of what is paid
by the State, for example for reasons of social policy,
's refunded to it (but not necessarily at the same
level) immediately in the form of taxes. In many cases
{e.g. social aid) these taxes on transfers are not so
much taxes but rather a special way of calculating a
certain net transfer. In other cases (e.g. pensions) the
transfers are — at least panly -— a repayment of
former contributions. If these contributions have e.g.
been made from non-taxed labour income, the taxes
cn the transfers are in fact delayed labour taxes.
Where the taxes on transfer payments can be
identified they have been separated from other taxes
and contributions. Since it is at present not possibie
to identify the tax bases of the transfer taxes correctly
these taxes form a category of their own.

The category other factors of production (than
labour) comprises mainly taxes which are leviad in
one form or another on capital — the main factor of
production besides labour — but also on other faciors
such as, for example, energy. In fact this category
comprises all taxes which can not be clearly
classified as taxes on consumption, labour or
transters and thus this category includes very diverse

forms of taxation.

Taxes on energy are usually taxes on enerqgy
sources, such as taxes on petroleum products, or
taxes on the use of energy, such as taxes on the
consumption of elactricity.

Environmental taxes are taxes with an
environmental goal. le. taxes aimed at integrating
external costs which derive from the consumption of
the gocd "environment” into the private costs of
economic agents. Environmental taxes can be levied
directly on certain harmfui emissions or on producis if
the wuse or production of these products is
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envircnmentally harmful (e.g. because they lead to
emissions or because in their production non-
renewable resources are used). Moreover ceriain
stamp and registration duties or fees are levied with
an environmental purpose.  In some  cases
environmental or energy taxes are levied on goods or
activities which are subject to other forms cf taxaticn

4. Measuring and comparing the tax
burden

In order to ensure comparability between countries
the tax revenues in absoiute figures are usually given
as a proportion of the naticral GDP or of total
taxation. A third indicater which s often very useful
are statistical tax rates. Two basic approaches of
measguring tax rates can be distinguished. The
microeconcmic approach compares the internal rate
of an activity with and without taxation. This yields the
marginal effective tax rate. The basic idea of this
approach is to construct one or more model
enterprises {households, investors, etc.) using data
fram household surveys, business statistics, etc. and
to apply the tax law (rates, exemption rules, efc.) in
order to see what kind of tax burden such a model
economic agent typically has to bear. Tne
micreeconomic approach has the advantage that it
reflects the tax conditions that an economic agent in
fact faces instead of ex post results. On the other
hand this approach is subject to severs problems of
data availability.

From a macroecocnomics point of view. a tax rate is
calculated by dividing the taxes on a special activity
or good by an appropriate corresponding tax base.
This vyields the average or implicit tax rate (ITR).
The calculation of averags or implicit tax rates
reguires less statistical material and less refined
calculations. Nevertheless it gives reasonable resulis
which are often very close to the microeconomic
approach. In this publication the macroeconcmic
approach is therefore followed.

5. Key to the Classification of Taxes

Table A
The split used in table A follows the ESA distinction

Aamtribtiame and e tha corme f
aimc i

CONQULIonNs anda is in

Indirect taxes (= taxes linked to production and
imports, R20)

9380 Taxes Inkad to producticn and imports
received by General Government (S60)

9980 Taxes linked to production and imports
received by the EC (392).

VAT

9800 VAT on preducts received by General
Government (S 60)

8800 VAT on products received by EC {582)

{e.g. VAT). In these cases oniy the speciic
discriminatory tax on that good or activity is classified
as environmental. This is due first to data restrictions
but it is aiso justifiable if one links the definition of
envircnmental  and  energy taxes to  their
discriminatory function, i.e. influencing against the
use of such goods or against such activities.

At present, the ITR are defined as follows:

ITR consumption = Taxes on Ccnsumption divided
by Final National Consumption (ESA Code:
P3A)

ITR labour employed = Taxes on Employed Labour
divided by Compensation of Employees (ESA
Code; B10}

ITR other facters of production = Taxes on Self-
Employed & Non-Employed Persons plus
Taxes on Other Factors of Production divided
by Net Operating Surplus of the Econemy
{(ESA Codea: N12)

The tax base for the consumption tax rate comprises
final national consumption of both househclds and
general government. The denominator compensation
of employees consists of gross wages and thus also
the amount paid as social insurance contributions
and wage taxes. In additicn, the sccial contributions
paid by employers are included (ESA Code: R102} as
are imputed social contributions (ESA Code: R103})
Taxes on the factor labour are thus more or less
completely included In the denominator. Contrary to
the GDP shares the taxes on self-employed labour
form part of the category "other factors of production”
in the calcuiation of the ITR. The base for the ITR on
other factors of production is the net operating
surplus of the economy which is equivalent to the
garrings from entrepreneuriai activities and interast.

Excise duties

9830 Excise duties received by General
Government {S60)
Other taxes received by EC (5982} (=

difference between §980C and 9800 for 582)
Cthers (= remaining difference)

Direct Taxes
9100 Current taxes on income and wealth

9200 Capital taxes
Social Contributions

R621 Employers” actual social contributions

Re22 Employees” actual social contributions

R623 Soclal contributions by self-employed and non-
employed parsons

13
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The following explains in the case of each country,
which of the direct taxes are classified as taxes on
persconal income or taxes on corporate income,

Usuaily there are scme direct taxes which do not
belong to ore of these two categeries, they are not
listed here. In addition, the split of taxation into taxes

BEL.GIUM

Taxes on Personal Income

0000 Income tax of natural persons

0C44 Motor vehicle duty paid by households
0159 Roead fund tax paid by households

Taxes on Corporate Income
0020 Corporation tax

Taxes on Consumption

0044 Motar vehicte duty paid by household

0159 Road tund tax paid by househelds

89810 VAT and general turnover taxes

9820 Import duties and agricuitural ievies

8930 Excise duties

9940 Taxes on services

R20 Taxes linked to production and imports (§92)

Taxes on Employed Labour

75.6% (%) of:

0003 Advance payment of tax on earnings {natural
perscns) '

0004 Advance payment of tax on self-employed
{(natural persons)

0006 Income tax by assessment {natural persons)

0007 Special contribution to social security funds

0005 Tax on non-residents (natural persons)

0041 fncome tax (old system)

0160 Supplement to industrial accident insurance
premiums

R621 Employers' actual social contributions

R&22 Employees' actual social contributions (“)

Taxes on Self- and Non-Employed Labour

12.9% (%) of:

0003 Advance payment of tax on eamings
(natural persens)

0004 Advance payment of tax on self-empioyed
{natural persons)

0066 Income tax by assessment (natural persons)

R623 Social contributions by self- employed and non-
employed persons (b)

Taxes on Transfers

13.1% () of:

00G3 Advance payment ¢f tax on earnings
{natural persons)

14

on consumption, fabour and other factors of
production is explained. For taxes on energy and
environmental taxes, the expianation specifies
whether these taxes are also taxes on Consumption
(C), Labour Empleyad (LE), Labour Seif- and Non-
Employed (LSN), Other factors of production (O) or
Transfers (T}.

0004 Advance payment of tax on self-employed
{natural persons)

0006 Income tax by assessment (natural persons)
Social Contributions paid by recipients of transfer
paymenmnts

Taxes on Other Factors of Production

1.6% (Mof:

U003 Advance payment of tax on earnings
{natura! persons)

0004 Advance payment of tax on self-employed
(natural persons)

0008 Income tax by assessment (natural persons)

0001 Agvance payment of income tax from real
property

0002 Advance payment of income tax from
capital

0020 Corporation tax

0040 Tax on non profit-making bodies

0042 Income tax penalties

0043 Other taxes on income

0158 Tax on long-ierm savings

0157 Annual tax on profit sharing

9200 Capital taxes

9960 Stamp, registration and similar duties

8970 Other taxes linked to production and imports

Taxes on Energy
G080 Excise duty on mineral oils (C)
0083 Energy contribution (C)

Environmental Taxes
0044 Motor vehicle duty paid by households (C)

NNET Damiarratinem favw ()
VLo ModisUQuUldl laa (v

150 Motor vehicle duty paid by enterprises {O)
0158 Road fund tax paid by households (C)
0172 Environmental taxes (Q)

0175 Eurovignette (O}

T

* 1995, the splitis based on a calculation by the
Belgium Ministry of Finange,

(") Corrected for payments of social contributions by
recipients of transfer payments
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DENMARK

Taxes on Personal income

36800 Personal income tax

3605 Seamen's incoma tax

3610 Old age pension fund coniributions

3515 Social pension fund contributions

3620 Sickness benefit fund contributions

3625 Church tax

3830 Taxes on pensions schemes with lump
sum disbursements

3835 Special income tax

3538 Tax on cancelied pension schemes

3540 Tax on winnings from iotter’es, etc.

3841 Tax onincome of deceased persons

35842 Tax conreleased rent increases

3643 Duty on releases from fund for
employess’ index-regulated pay

3644 Duty on interest on consumer loans

3646 Tax on mineral oil and natural gas

3652 Contributions to labour market training
fund from employees

3658 Tempaorary tax on pension scheme assets

3660 Motor vehicle weight duty from households

3665 Penalties and late tax payments

Taxes on Corporate Income

3645 Caorparation tax

3647 Tax on yieids of certain pension scheme
assets from households

3648 Tax on yields of certain pension scheme
assets from enterprises

3649 Tax on funds and associations.

3650 Property release duty

3651 Municipality income tax from certain public
anterprises

3653 Corporation tax on hydrocarbon
manufacturing

Taxes on Consumption
3646 Tax on mineral oil and natural gas
9910 VAT and general turnover taxes
EXCEPT
3684 Labour market contributions
concerning wage and safary costs (LE)

FALICHET T heady s ey ovn = TS T
3685 Duty on wage and salary costs (Lo

9920 Import duties and agricultural levies

9930 Excise duties

9940 Taxes on services

R20  Taxes linked to production and imports (582}

Taxes on Employed Labour

3631 Labour market contribution: Daily cash
benefit funds

3652 Contributions to labour market training fund
from employees

3684 Labour market contributions concerning wage
and salary costs

3685 Duty on wage and salary costs

3987 Contributions to labour market training fund
from empioyers

3988 Employer's contribution to scheme of
refunding trainee cost

R621 Employers' actual social contributions

R522 Employeess' actual social contributions
Income taxes (excluding taxes on transfers)
on labour empleyed (%)

Taxes on Seif-and Non-Employed Labour
R&623 Sccial Contributions by self-employed and
non-employed persons

income taxes (excluding taxes on transfers)
on self-empioyed labour {*)
Taxes on Transfers(”)
15% of:
3600 Personal income tax
3625 Church tax

Taxes on Other Factors of Production

$100 Current taxes on income and wealth
EXCEPT
Income taxes to be split {including taxes on
transfers)

3631 Labour market contribution: Daily cash benefit
funds (LE)

3648 Tax on mineral oif and natural gas (C)

3652 Contributions to labour market training fund
from employees (LE)

9200 Capital taxes - Total

9950 Taxes on ownership of land and buildings

9980 Stamp, registration and similar duties

0970 Other taxes linked to production and imports
EXCEPT
1987 Contributions to labour market training

fund from employers {LE)
3988 Employer's contribution to scheme of
refunding trainee cost (LE)
Income taxes (excluding taxes on transfers) on other
factors of production (%)

Taxes on Energy

3710 Duty on petrol (C)

3875 Duty on electricity (C)

3880 Duty on certain oil products {C)
3894 Duty on ceal, etc. (C)

3835 Duty con gas (C)

3826 Duty on carbon dioxide (C)

Environmental Taxes

3660 Motor vehicle weight duty from households (C)
3715 Motor vehicle registration duty {C}

3720 Aircraft registration duty, etc. {(C)

3725 Large yachts registration tax (C)

3816 Duty on sulphur (C)

3825 Duty on electric bulbs and fuses, etc. (G)

3831 Duty on chiorinated solvents (C)

3846 Duty on tyres (C)

3876 Duty on rechargeable NiCd batteries (C)

3881 Duty on piped water (C)

3885 Duty on certain retall containers {C)
3886 Duty on carrier bags (C)

3887 Duty on waste {C)

3888 Duty on cic {C)

3890 Duty on extraction and import of raw

materials (C)
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3891 Duty on disposable tableware (C)
3892 Duty on insecticides, herbicides, stc. (C)
3985 Motor vehicles weight duty from producers (C)

(*) Income Tax Split for Denmark

1} Income based including taxes on transfers are:
3600 Personal income tax/3605 Seamen's
income  tax/3610 Old age pension fund
contributions/3620  Sickness  benefit  fund
contributions/3625 Church 1ax/3630 Taxes on
pensicn schemes with lump disbursements/3635
Special income 1ax/3638 Tax c¢n cancslled

GERMANY

Taxes on Personal Income
3250 Income tax

3255 Wage tax

3265 Income tax surcharge

Taxes on Corporate income
3260 Capital yields tax
3270 Corporation tax

Taxes on Consumption

3280 Tax on dogs

3285 Tax cn hunting and fishing

9910 VAT and general tumover taxes

9920 Impor duties and agricultural levies

9930 Excise duties

9940 Taxes on services

3305 Taxes on motor vehicles paid by households
R 20 Taxes linked to producticn and imports ($92)

Taxes on Employed Labour

3255 Wage tax

R621 Employers actual social contributions
R822 Employees actual social contributions

Taxes on Self- and Non-Employed Labour
3250 Income tax

GREECE

Taxes on Personai Income

0150 Personal income tax

0200 Fines & surcharges related to income tax
0300 Tax cn lottery gains

0350 Other direct taxes

Taxes on Corporate Income
0050 Corperate income tax
0100 Tax on income from ships

Taxes on Consumption

9310 VAT and general turnover taxes
9920 Import duties and agricultural levies
89930 Excise duties

89940 Taxes on services

R20 Taxes linked to production and imports {582)

pension schemes/3643 Duty on releases from
fund for employees’ index - requiated pay.

2) According to estimates by the Ministry of Taxation
between 15% and 20% of the revenues from the
personal income tax and the church tax are taxes
on transfer income.

3) After subtracting the taxes on transfers the
remaining income taxes are divided into taxes on
employed labour, self-employed labour and other
factors of preduction according to information
from the income statistics in Denmark.

3265 Income tax surcharge
RE23 Social contributions by self-empicyed and non-

Taxes on Transfers

Taxes on Other Factors of Production

3260 Capital yields tax

3270 Corporation tax

3290 Wealth tax

3300 Current equalisation of burden levy

9200 Capital taxes

9950 Taxes on ownership of land and buildings
9960 Stamp, registration and similar duties

9970 Other taxes linked to production and imports

Taxes on Energy

3360 Tax on mineral oils (C)
98 % of: ‘
3570 Special levies (O)

Environmental Taxes

3305 Tax on moter vehicles by households (C)
3430 Excise duties on lamps (C)

3545 Tax on motor vehicles by entarprises (Q)
3565 Administrative charges (O}

Taxes on Employed Labour

0150 Personal income tax
R621 Employers' actuai social contributions
Re622 Employees' actual social contributions

Taxes on Self- and Non-Employed Labour

Taxes on Transfers

Taxes on Other Factors of Production

8100 Current taxes on income and wealth
EXCEPT
0150 Personal income tax (LE)

9200 Capital taxes

93930 Stamp, registration and similar duties

9970 Other taxes linked to production and imports

AT . 00N o gl s b, g A £ g e b o o At L-,-,‘;."
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Taxes on Energy
4400 Tax on petroleum, petroleurn products,
lubricants and gas (C)

Environmental Taxes
5250 Tax on electricity, communication and transport
services {C)

SPAIN

Taxes on Personal Income
4400 Personal income tax
4430 Wealth tax

Taxes on Corporate income
4440 Corporation tax

Taxes on Consumption

4640 Fiscal moncpolies

4650 Canary island duties on nationally produced
goods

4653 Duties on naticnally produced goods from
Ceuta and Melilla

4660 Miscellanscus and fines

4675 Adjustment for tax rebates on exports

9810 VAT and general turnover taxes

9920 Import duties and agricultural levies

9930 Excise duties

9940 Taxes on services

R20 Taxes linked to production and imports (592)

Taxes on Employed Labour

4405 Taxes on incomes from employment
R621 Empioyars' actual social contributicns
R622 employers' actual social contributions

FRANCE

Taxes on Personal Income

0801 Perscnal income tax

0802 Motor vehicle duty paid by hcuseholds

0805 Flat rate duties on precious metals

0820 Tax deducted in application of the rules on
multiple sources of eamnings

0835 Taxes on furnished accommodation

0840 Domestic refuse removal rate

0850 Wealth tax

0851 Levy on video-cassette recorders

0852 Receipts of solidarity fund

0853 UNEDIC contributions

0857 Property tax on developed property

0858 Property tax on land without buildings

0859 Dues payable to chambers of agriculture

Taxes on Corporate iIncome

0803 Profit taxes deducted at source from certain
non-cammercial profits

U810 Withholding tax on profits derived from
building construction

0825 Corporation tax

0830 Advance payment to be made by companies
on distributed profits

U831 Special levy on credit establisnments

7100 Car registration fee (O)
8050 Motor vehicle duty (Q)
820C Fines and surcharges on indirect taxes {O)

Taxes on Self- and Non-Employed Labour

4645 Fiscal licence (Business licence tax, Licence
tax for professional and artistic activities, Tax
on location)

RB23 Social contributions by self-employed and
non-employed persons

Taxes on Transfers

Taxes on Other Factors of Production

4647 Tax on economical activities
4455 Municipal road {ax paid by enterprises
8100 Current taxes on income and wealth
EXCEPT
4405 Taxes on incomes from employment (LE)
9200 Capital taxes
9960 stamp, registration and similar duties

Taxes on Energy
4586 Other taxes on imported hydrocarbons (C)
4601 3pecial taxes on hydrocarbons (C)

Environmental Taxes
4480 Miscellaneous and fines (O)
4855 Municipal read tax paid by enterprises (O)

0833 CNI-CNB levy on nationalised enterprises

0834 Levy on saving banks

0855 Flat rate on pylens

0866 Exceptional levy on insurance enterprises and
repatriation of capital

Taxes on Consumption

0802 Motor vehicle duty paid by households
9510 VAT and general turnover faxes

9920 Impert duties and agriculiural levies
9930 Excise duty

8940 Taxes on services

cvyCoT
AL

0815 Withholding tax on the remuneration
of mortgage holders (LE)
1050 Tax on stock exchange turnover (O)
R20 Taxes linked to production and imports {S92)

Taxes on Employed Labour
82.6% of :
0801 Personal income tax

0815 Withholding tax on the remuneration of
mortgage helders

1085 Fiat rate contribution from earning

1090 Tax changed by the "Syndicat transports
parisiens’

17
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1100 Emplovers' participation in financing
continuous vocational training

1105 Apprenticeship tax

RG621 Employers' actual social contributions

R622 Employees’ actual social contributions

Taxes on Self- and Non-Employed Labour

11.1% of :

0801 Personal income tax

0803 Frofit taxes deducted at source from certain
non-commercial profits

R623 Social contributions by self-employed and
non-employed persons

Taxes on Transfers

Taxes on Other Faciors of Production
9100 Current taxes onh income and wealth
EXCEPT
03.7 % of:
0801 Personal income tax {LE, LLSN)

0802 Motor vehicie duty by households (C)
0803 Profit taxes deducted at scurce from
certain non-commercial profits (LSN)

IRELAND

Taxes on Personal Income

1201 Income tax

1208 Income levy

1222 Moter vehicle duty paid by households
1225 Capittal gains tax

Taxes on Corporate income

1207 Youth employment levy

1210 Corporation profits tax

1215 Corporation tax

1230 Fees under the petroieum and minerals
development

Taxes on Consumption

1222 Motor vehicle duty paid by househclds

9910 VAT and general turnover taxes

9920 Imports duties and agricultural levies

9930 Excise duties

9940 Taxes on services

R20 Taxes linked to production and imporis (592}

Taxes on Employed Labour
81% of:

1201 Income tax

1207 Youth employment levy
1208 Income levy

R&621 Employers' actual social contributions
RG22 Employees' actual sccial contributicns

Taxes on Self- and Nen-Employed Labour
12 % of:

1201 Income tax

1207 Yeuth employment levy

1208 Income levy

18

8200 Capital taxes
1050 Tax on stock exchange turnover
9960 Stamp, registration and similar duties :
9970 Other taxes linked to production and impors :
EXCEPT i
1085 Flat rate contribution from
earning (LE)
1100 Employers' participation in financing
continuous vocational training (LE)
1105 Apprenticeship tax (LE)
1090 Tax charged by the 'syndicat transport
parisiens' (LE)

Taxes on Energy

0895 Inland duty on petroieum products (C)
1155 Electricity meter charge (C)

Environmental Taxes

0802 Motor vehicle duty paid by househclds (C)

0840 Domestic refuse removai rate (O} .
0940 Metered water consumption charge (C) :
1005 Mining duties {O)

1075 Motor vehicle duty paid by enterprises {O)

1080 Vehicle registration certificate (O)

1130 Levy for "agences financiéres de bassin" (C)

1135 Special tax-on certain road vehicles (O}

R623 Social contributions by self-employed and
non-employed persons

Taxes on Transfers

Taxes on Other Factors of Production
7 % of:

1201 Income tax

1207 Youth employment levy

1208 Income levy

9100 Current taxes on income and wealth
EXCEPT
1201 Income tax {LE)
1207 Youth employment levy (LE)

1208 Income levy {LE)
1222 Motor vehicle duty paid by
households (C)
9200 Capital taxes
9850 Taxes on ownership of land buildings
9860 Stamp, registration and similar duties

9970 Other taxes linked to production and imports

Taxes on Energy
1305 Duty on mineral hydrocarbon light oil (C)
1310 Duty on other sorts of oil {C)

Environmental Taxes

1222 Motor vehicle duty by households {C}

1230 Fees under the petroleum and minerals
development {C)

1350 Duty on table water (C)

13680 Excise duties on motor vehicies including
motorcycles (C)

1430 Motor vehicle duty by enterprises (O}
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ITALY

Taxes on Personal Income

1800 Personal income tax

1840 Employees contribution to GESCAL

1890 Taxes on games of skill and betting ievied on
current income and assets

1937 Moter vehicle duty paid by households

1945 Estate duty

Taxes on Corporate Income

1805 Withholding tax on income from deposits

1810 Corporation tax

1820 Tax on income from investment

1825 10% surcharge

1875 Withholding tax on company dividends

1880 Tax on industry, trade, arts, crafts and
professions, plus provincial surcharge

Taxes on Consumption

1830 Tax on games of skill and betting levied on
current income and assels

1937 Motor vehicle duty paid by households

9910 VAT and general turnover taxes

9920 Import duties and agricultural levies

9830 Excise duties

9840 Taxes on services

R20 Taxes linked to producticn and imports {582)

Taxes on Employed Labour

71.6 % of:

1800 Perscnal income tax

1840 Employses” contributions to GESCAL
3208 Employers” contributions to GESCAL

R621 Employers” actual sccial contributions
RB22 Employees’ actual social contributions

Taxes on Self- and Non-Employed Labour
8.2 % of :
1800 Persconal income tax

LUXEMBOURG

Taxes on Personal Income

1500 Personal income tax

1505 Withholding tax on salaries

1510 Withholding tax on income from capital
1520 Special tax on company directors fees
1540 Motor vehicle duty paid by households

Taxes on Corporate Income
1525 Corporation tax

Taxes on Consumption

9910 VAT and general turnover taxes
9830 Excise duties

9940 Taxes on services

1530 Tax on betting on sporting events

R20 Taxes linked to production and imports (S92}

R&23 Sccial contributions by self-employed and non-
employed persons
Taxes on Transfers

Taxes on Other Factors of Production

20.0% of :
1800 Personal income tax

9100 Current taxes on income and wealth
EXCEPT
1800 Personal income tax (LE; LSN)
1840 Employees” contributions GESCAL (LE}
1890 Tax on games of skill and betting-events
on current income and assats (C)
1937 Motor vehicie duty by households (C)
9200 Capital taxes
9950 Taxes cn ownership of land and buildings
9960 Stamp, registration and similar duties
9970 Cther taxes linked to production and imports
EXCEPT
3208 Employers’ contribution GESCAL (LE)

Taxes on Energy

1980 Excise duty on mineral oils (C)

1985 In-bond surcharge on mingral oils (C)

1990 Excise duty on liguefied petroleumgases (C)

1995 In-bond surcharge on liquefied petroleum
gases (C)

2000 Excise duty on methane (C)

3040 Excise duty on electricity (C)

3045 Surcharge on electricity duty charged to the
ENEL (C)

Environmental Taxes

1937 Motor vehicle duty paid by households (C}
3080 Special duty on tabie waters (C)
3175 Motor vehicle duty paid by firms (O)

Taxes on Employed Labour

1505 Tax on wages and salaries

1515 Tax on certain income of non-residents
RE21 Employers' actual social contributions
R822 Employees' actual social contributions

Taxes on Self- and Non-Employed Labour

1500 Personal income tax fixed by assessment

1520 Special tax on company directors fees

R&23 Social contributions by self-employed and non-
employed persons

Taxes on Transfers

Taxes on Other Factors of Production
1510 Withholding tax on income from capital
1525 Corporation tax

1535 Wealth tax

9200 Capital taxes

19
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8950 Taxes on ocwnership of land and buildings
9960 Stamp, registration and similar duties
9670 Other taxes linked to production and imports

Taxes on Energy
16800 Excise duty on mineral oils {C)

Environmental Taxes

1540 Motor vehicle duty paid by households (C)
1740 Motor vehicle duty paid by enterprises (O)

Note: In the case of Luxembcurg the base of the

implicit tax rate of other factors of production is:

Pen 1 w:m«‘

A anwne, N SV e T i i s

ity SagA

net operating surplus of the economy + net balance

1605 Special excise duties on certain mineral ¢ils (C)
of property and enirepreneurial income with the rest

THE NETHERLANDS

Taxes on Personal Income

0501 Income tax

0502 Wage tax

0504 Tax on director's fee

0505 Perscnal tax

0520 Wealth tax

0525 Motor vehicle duty paid by households
0530 Taxes on land and buildings

0535 Levy on water pollution {from households)

Taxes on Corporate [ncome
0510 Corporation tax

Taxes on Consumption

0515 Tax on games of chance (from househelds)
0525 Motor vehicle duty paid by househotds
0535 Levy on water pollution (from households)
0537 Vehicle registration fees (from households)

of the world.

R623 Social contributions by self-employed and

non-employed persons

Taxes on Transfers

Taxes on Other Factors of Production

0503
0510

" 0520

0530
0550
8200
9950
9960
5970

Tax on dividends

Corporation tax

Wealth tax

Taxes on land and buiidings

Other taxes on income and wealth
Capital taxes

Taxes on ownership of land and buildings
Stamp, registration and similar duties
Other taxes linked to production and imports
EXCEPT

780 Tourist tax (O)

Taxes on Energy

0538 Waste disposal charges (from households) 0615 Duty on petrol (C)
0539 Sewerage charges {from households) 0620 Duty on mineral oil (C)
0540 Commuter tax 0748 Tax on petroleum stocks (O)

0545 Tax cn degs

Environmental Taxes

780 Touri .
89?0 VAL%'H;?;eneral turnover taxes 0525 Motor vehicle duty patd by househclds (C)
8520 Import duties and agricultural levies 0535 Levy on water pqllut\on from households (C)
9930 Excise duties 0537 Vehicle r_eg:stratron fees from households (C)
0940 Taxes on services 8232 \é\/aste drspgﬁal chazges frr]om hﬁu;sdeh?({:c;s (o)

e et . rego) ewerage Charges from households

R20 Taxes linked to production and imports {592) 0655 Special fax on motor cars (C)
Taxes on Employed Labour 0745 Motor vehicie duty paid by enterprises (O)
0502 Wages tax 0750 Tax on discharge of waste 10 public waters
0504 Tax on directors” fees (O)
0505 Personal tax 0753 Other environmental taxes (O)
R621 Employers' actual social contributions 0755 Tax on air poltution (O)
R&22 Employees' actual social contributions 0758 Tax in connection with noise (O}

0763 Fuel tax payable under the Environmental
75 % of: protection Act (WABM) (O)
RE23 Social contributions by seif-employed and 0770 Local tax for roads, iocal amerities and

non-employed persons sewerage services

0790 Levy water pollution (from enterprises) (O)
Taxes on Self- and Non-Employed Labour 0987 Sevef/erage charges (from enterprises) (O)
OES} \.ncome tax 0588 Waste disposal charges (from enterprises) (O)
25% of. 0989 Vehicle registration fees (from enterprises) (O)
AUSTRIA 0090 Duty on farms

0120 Farm contributions to the fund for equalisation
Taxes on Personal Income of family burdens
0010 Income tax 0130 Contributions for the promotion of residential
0020 Taxes on wages and salaries buildings
0080 Directors tax 0140 Contributions for the promotion of arts

20
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0150 Tax cn motor vehicles paid by households
(190 Contributions to students’ associations
0200 Tax cnradic and TV-licenses

021C¢ Farm fand tax

0220 Duty on pets

0250 Inheritance and gift tax

Taxes on Corporate Income
0030 Corporation tax

0050 Capital taxes

0110 Capital death duty

0160 Tax on financial institutions

Taxes on Consumption
015G Tax on motor vehicles paid by households
0200 Tax onradio and TV-licenses
0220 Duty on pets
0750 Hunting and fishing duties
ag10 VAT and general turnover taxes
9820 Imports duties
9930 Excise duties
9940 Taxes on services
EXCEPT
0520 Duty on casines (Q)
0600 Tax on gambling stakes (O}
R20 Taxes linked to production and imports (582}

Taxes on Employed Labour

0020 Taxes on wages and salaries

0790 Employers' contributions to the fund for
equalisation of family burdens

0800 Payrolt tax

0810 Tax on employment {Vienna underground)

0820 Disabled persons egualisation levy

R621 Empioyers’ actual social contributions

R622 Employess' actual social contributions

Taxes on Self- and Non-Employed Labour

0070 Income tax

0080 Directors tax

R623 Social contributions by self-employed and
non-employed parsons

PORTUGAL

Taxes on Personal Income

0010 Perscnal income tax

0150 income tax - employment income

0600 Surcharge on income tax

G690 Tax on vehicles - paid by households

0700 Special tax on vehicles paid by households

0800 Road taxes - compensaticn

9800 Levy on behalf of tuberculosis aid to public
employees and their families

Taxes on Corporate Income

0020 Corporate income tax

0100 Industrial tax

0500 Agricultural industriai duty

0750 Stamp duty on wages and saiaries

Taxes on Consumption
9910 VAT and general turnover taxss

Taxes on Transfers

Taxes on Other Factors of Production
9100 Current taxaes on income and wealth
EXCEPT
0010 income tax (LSN)
0020 Tax on wages and salaries (LE)
0080 Directors tax {LSN)
0150 Tax on motor vehicles paid
by househelds (C)
0200 Tax on radio and TV-licenses (C}
0220 Duty on pets (C)
9200 Capital 1axes
8950 Taxes on ownership of land and buildings
9960 Stamp, registration and similar duties
EXCEPT
G750 Hunting and fishing duties (C)
9970 Other taxes linked to production and imports
EXCEPT
0790 Employers' contributions to the
fund for equalisation of family
burdens (LE)
0800 Payroll tax (LE)
0810 Tax on unemployment {Vienna
underground) (LE)
0820 Disabled persens equalisation levy (LE)
0590 Duty on casinos
0600 Tax on gambling stakes

Taxes on Energy

0510 Duty on hydrocarben oils {C)
0515 Federal tax on mineral oils {C)
0850 Special tax on mineral oils (C}

Environmental Taxes

0150 Tax on motor vehicles paid by households (C)
03580 Duty on fertllisers {C)

0480 Duty on vehicles based on fuef censumption {C)
0750 Hunting and fishing duties (C)

0830 Tax on motor vehicles paid by enterprises (O)
0840 Road transport duty (O)

850  Levy on dangerous waste (O)

9920 Import dutiss and agricultural levies

8930 Excise duties

9840 Taxes on services

R20  Taxes linked to production and imperts (5922)

Taxes on Employed Labour

0010 Personal income tax

0150 Income tax - employment income
R&21 Employers’ actual sociai contributions
RG22 Employees' actual social contributions

Taxes on Seif- and Non-Employed Labour
R623 Social contributions by self-employed and
non-empioyed perscns

Taxes on Transfers

Taxes on Other Factors of Production
9100 Current taxes on income and wealth
EXCEPT

21
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0010 Personal income tax (LE) Environmental Taxes
0150 Income tax - employment income (LE)
4920C Capital taxes
9950 Stamp, registration and similar duties
9970 Other taxes linked to production and imports

0680 Tax on vehicles paid by households (O)

0700 Special tax on vehicle paid by households (O)
0800 Rcad taxes - compensation {O)

2650 Price differentials on town gas (C)

Taxes on Energy 5250 Road taxes - traffic (C)

2600 Price differentials on LPG (C} 5300 Road taxes - haulage (C)

2810 Price differentials on petroleum products (C) 5820 Tax on sand extraction licences (O)

2820 Tax on petroleum products {C) 7210 Tax on vehicles - companies (O)

3840 Supplementary state revenus on producticn and 7250 Special tax on vehicles - companies (O)
distribution of electrical energy (O) 8300 Tax on motor vehicles sales {C)

5500 Energy services (C)

FINLAND 0850 Seamen’s tax
. R623 Sociai coniributions by self-employed and
Taxes on Personal Income(”) non-employed persons

9100 CTIW on Households

9200 Capital taxes Taxes on Transfers

a
Taxes on Corporate Income () Taxes on Other Factors of Production
9100 CTIW on E_nterp_r:ses - TF  Income tax * [Corporate Income/(Personal
9100 CTIW on Financial Institutions Income + Corporate income))]

0020 Duty on interest

0070 Wealth tax

0080 Inheritance and gift tax
0440 Tax on real-estate

Non imputable (%)
9100 CTIW on General Government
8100 CTIW on Non-profit institutions

Taxes on Consumption 0450 User charge on passenger vehicles paid by
0030 Tax on winnings on lotteries enterprises
0040 Starnp duties paid by househoids 0490 Tax on motor vehicles paid by enterprises
0050 Tax on dogs 0670 Tax on excessive profits
0060 Hunting and fishing licences 9960 Stamp, registration and similar duties
0080 Tax on motor ve_hicres paid by households Taxes on Energy
0550 Tax on charter flights : . -
9910 VAT and general turnover taxes 0180 Excise auty on liquid fueis (C)
> 0360 Stock building levies on liquid fuels (C)

49220 Import duties and agricultural levies

9930 Excise duties Environmental Taxes

9940 Taxes on services ‘ ) .
X . ; ‘ . 0080 Tax on motor vehicles paid by households (C)
R20 Taxes linked to production and impcris (S92 0370 Ol damage levy (C)

0380 Excise duty on electricity (C)

Taxes on Employed Labour (380 Oil waste levy (C)
R621 Employers' actual social contributions 04390 Tax on motor vehicles paid by enterprises (O)
R822 Employees'*actua! social comnrf)ut\ons () Eurostat data do not allow & splt of the direct
T !ncome ta},(\ [Pergon!al Income.»(Personal taxes into the categories taxes on personal and
eame £ Lurporalte incomey; taxes on corporate income. Therefore data
Taxes on Self- and Non-Employed Labour provided by the Finnish Ministry of Finance were
0085 User charge on passenger vehicles paid by used to split the current taxes on incoeme and
households wealth (CTIW) provided by Eurostat intc these
0500 Seamen's wetfare and rescue levy categories. These data are also used in order to
53C Penalties for late payments of taxes split the income tax into taxes on labour and
0540 Other taxes faxes on other factors of preduction.
SWEDEN 3291 Stamp tax from househelds
3285 Coupon tax
Taxes on Personal Income 3297 Duties on foreign artists
3251 Income tax from households
3261 Capital yields tax from househclds Taxes on Corporate Income
3268 Tax on winnings from lotteries of gambling 3252 income tax from enterprises
3276 Wealth tax fram households 3262 Capital vields tax from enterprises
3305 Tax on motor vehicles paid by houssholds 3277 Wealth tax from enterp;ises
3280 Tax on dogs 3282 Stamp tax frem enterprises
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Taxes on Consumption

3268 Tax on winnings from lotteries or gambling
3280 Taxcndogs

3231 Stamp tax from householas

3295 Coupcn tax

3297 Duties on ioreign artists

3305 Tax on motor vehicles paid oy househoids
9910 VAT and general turnover taxes

0920 Imports duties and agricultural lavies

9930 Excise duties

8940 Taxes on services

R20 Taxes linked to production and imports (582)

Taxes on Employed Labour

93% of:

3251 Income tax from households
3555 Payrof! tax

R621 Employers actual social contricutions
R622 Empioyees' actual social contributions

Taxes on Self- and Non-Employed Labour

7% ot

3251 income tax from households

R623 Social contributions by self-employed and
non-employed persons

Taxes on Transfers

UNITED KINGDOM

Taxes on Personal Income
0200 Income tax
0245 Motor vehicie duty paid by households

Taxes on Corporate Income
0220 Petroleum revenue tax
0225 Corporation tax

Taxes on Consumption

0245 Motor vehicle duty paid by housshclds

9910 VAT and general turncver taxes

9920 Import duties and agricultural levies

9240 Taxes on services

R20 Taxes linked to production and imports (S92)

Taxes on Employed Labour

0201 Tax on wages and salaries

0420 Employer’s national insurance surcharge
R621 Employers' actual social contributions
RB22 Empioyees' actual social contributions

Taxes on Self- and Non-Employed Labour
RE23  Social contributions by self-employed and
non-employed persons

Taxes on Transfers
0204 Tax on current grants from public authorities
1o parsonal sector

Taxes on Other Factors of Production

3252 Income tax from enterprises

3261 Capital yields tax from househoids

3262 Capital yields tax from enterprizses

3276 Wealth tax from households

3277 \Wealth tax from enterprises

3292 Stamp tax from enterprises

3315 Succession and gift tax

9950 Taxes on ownership of land and buildings

8960 Stamp, regisiration and similar duties

8970 Others taxes linked to production and imports
EXCEPT

3555 Payroll tax (LE)

Taxes on Energy

3360 Taxes on petrol and fuel (C}

3357 Tax on energy consumption (C}

3401 Special tax on electric power from nuclear
station {C)

3410 Taxes on electricity from certain sources (C)

3420 Tax on nuctear fuel (C)

Environmental Taxes

34C0 Sales tax on motor vehicles (C)

3415 Special tax against acidification (C)

3485 Forestry levy (O)

3540 Tax on moter vehicles (C, C)

3548 Tax cn motor vehicles with diesel engines {O)

Taxes on Other Factors of Production
9100 Current taxes cn income and wealth
EXCEPT
0201 Tax on wages and salaries {LE}
0204 Tax on current grants from public
authorities to personal sector (T)
(0245 Moter vehicle duty paid by
households (C)
9200 Capital taxes
950 Taxes on ownership of land and buildings
9960 Stamp, registration and similar duties
9970 Other taxes linked te production and imports
EXCEPT
(420 Employers” national insurance
surcharge {LE)

Taxes on Energy

0310 Duty on hydrocarbon oils (C}
0412 Gas levy paid by British Gas (Q)
0436 Non-fosshi fuel obligation levy (O)

Environmental Taxes

0245 Motor vehicle duty paid by households (C)
0370 Cartax (C)

0405 Motor vehicle duty paid by enterprises (O)
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Abbreviations

c
CTIW
E
ENV
ESA

GDP
ITR
LE
LSN
NOS
O
SME
TF

T
VAT
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Consumption

Current Taxes on income and Wealth
Energy

Environment

European System of Integrated Economic
Accounts

Gross Domestic Product

Implicit Tax Rate

Labour Employed

Labour Self- and Non-Employed

Net Cperating Surplus

Other Factors of Production

Small and Medium Entarprises

Task Force on Statutory Contributions and
Charges

Total Taxation

Value Added Tax
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STRUCTURES CF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

BELGIUM

In 1996 the level of aggregate taxation in Belgium
was 46.3%, four percentage points higher than the
Union average. Direct taxes are the largest category
of revenue (35.6% of total taxaiion) followed by sccial
security contributions (32.8% of total taxation).

The indirect tax/GDP ratic (12.8%) is among the
fowest in the Union; the direct 1ax/GDF ratio (18.4%),
on the contrary, 1s one of the highest. The most
important direct taxes are the taxes on personal
inceme {31.8% of tofal taxation). The taxes on
corporate inceme are above the EC average (6.8% of
total taxation). The most important indirect taxes are
VAT (53.9% of indirect taxes) and excise duties
(23.4% of indirect taxes ).

The social security contributions paid by employers
(9.1% of GOPF, 19.6% of total taxaticn) are among the
hignest of the Union. Empfoyees’ contributions
constitute 9.9% of total taxation (4.6% of GDP).

Belgium is a federal State, but the major part of tax
revenues goes to central and regional government
(57.4% of total faxation, 26.6% of GDP). The local
authorities receive revenues of 2.4% of GDP {5.2% of
total taxation).

The functional structure of taxation 1970-1993

The main changes in the tax structure in Belgium
occurred in the years 1970 to 1985; in those years the
level of aggregate taxation (as a % of GDP) rose
aimost constantly and peaked at 47.2% in 1985
before declining to 43.5% of GDP in 1989, In the early
1990s a moderate increase set in, and by 1993
aggregate taxation had reached 45.2% of GDP.

Notwithstanding the high VAT rates (currently the
standard rate is 21%), the share of taxes on
consumption as a % of total taxation has always been
relatively low in comparison with other Member
States, while measured as a % of GDF it was quite
close to the average. The imglicit tax rate on
consumption does not vary much either from those of
the other EC countries, Between 1380 and 1932
various increases in excise duties on tchacco and
mineral oils and the standard rate of VAT were

N |
e ed,

The share of taxes on employed labour in total
taxation was one of the highest in the Union for the
period 1970-85. The GLP share rose from 15.8% in
1970 to 23.9% in 1985 and the Implicit tax rate on
emploved labour increased from 31.3% to 43.4%.
Since 1985 the pressure of labour taxes has
decreased a little. Apart from the sarly 1970s, taxes
on self-employed labour have usually been around
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3.0% of GDP and thus somewhat above the Union
average.

The relative importance of taxes on other factors of
production is similar to other Member States of the
Union. In the period 1870-72 the share of taxation of
other factors of production as a % of GDP was
around 6.0%,; after 1980 the share of these faxes
inrcreased, peaking in 1987 and 1888 at 7.6% of
GDP. In the late 1980s and early 193Cs the share of
these taxes in GDP and in total taxation was reduced.

In July 1983 & new tax on energy was introduced,
levied on the consumption or use of fuels. The excise
duties on mineral oils account for 3.3% of total
taxation (1994). Moreover, in 1893 new eco-taxes on
harmful products were introduced.

Developments since 1984

In December 1894 the programme law, which was
part of a global plan by the government to stimulate
employment, restore business competitiveness and
ensure financial stability in the social security
programme, reduced employers’ social security
contributions. The latest budgets have confirmed a

number of pre-existing measures to reduce non-wage

labour costs. In  particular, there are some
advantages (reductions in employers” social security
contributions) for those self-employed who hire a first
employee, for the hiring of long-term unemployed
persons and for recognised firms hiring workers who
are particularly difficult to place. However, the share
of taxes on employed fzbcur in GDP and in total
taxation has cnly decreased moderately and the
implicit tax rate on emplcyed labour has slightly
increased.

Over recent years withholding tax on interest has
been increased from 10% to 15% and a temporary
surcharge on personal and corporate income tax has
been introduced. In pariicular a new compensatory
tax based on the existing car registration tax rates
has been brought in. The implicit tax rate on other
factors of production has significantly been increased
since 1993,

The standarg rate of VAT has been increased, as
well as excise duties on tobacco and minera! oils.
There has been only a moderate increase (by 0.5

A new subsidy to additional employment has recently
been introduced and will soon come into effect. It cuts
the rate of contributions which are paid by employers
if new workers are engaged,

[P




BELGIUM STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

1970 1975 1980 1985 1990 1991 1992 1993 1894 1995 1996

A. Evolution and Structure as % of GDP

Indirect taxes 132 117 122 122 122 124 12.1 124 127 123 128
VAT 0.0 6.5 7.3 7.2 7.0 7.0 6.8 6.8 7.1 5.8 8.9
Excise duties 2.9 3.3 3.0 2.9 2.8 2.8 2.9 2.9 3.0 2.9 3.0
others 10.3 1.8 2.0 2.1 2.4 2.3 2.4 2.7 2.7 2.6 2.9

Direct taxes, incl. 11.8 17.0 186 197 171 167 166 167 18.0 184 184
Perscnal income 8o 126 158 168 143 138 1441 13.8 148 148 146
Corpcrate income 2.4 3.0 2.5 2.6 24 2.4 2.1 2.4 2.7 3.0 3.1

Social Contributions 11.1 135 132 153 150 155 158 161 156 155 152
employers’ 7.0 86 8.4 8.9 9.3 8.7 8.7 8.7 8.3 8.3 9.1
employees” (%) 3.2 3.8 3.8 4.9 4.6 4.6 4.6 48 47 4.7 4.6
self-employed (%) 0.8 1.1 1.0 1.5 1.1 1.3 1.5 1.5 1.5 1.5 1.5

B. Splitting by Receiving Administrative Level as % of GOP

Central Government 237 266 282 286 253 258 258 281 26.6 263 28638

Local Government 1.8 2.0 1.8 2.3 1.9 2.1 2.1 2.0 2.2 2.4 2.4

Sgcial Sec. Funds 10.6 13.0 12.8 15.0 14.8 15.2 15.4 15.9 16.4 16.4 1£.3

EC Institutions 0.0 0.6 1.2 1.2 1.3 1.3 1.2 11 1.2 1.1 1.0

C. Structure according to the Economic Function as % of GDP

Cansumption i1g 104 109 108 104 105 104 104 108 105 106

Labour 174 239 253 272 252 256 282 264 265 264 261
employed 156 212 224 23G9 224 227 232 234 234 233 229
self-empioyed 1.8 2.7 2.8 3.3 2.8 2.8 3.0 3.0 31 3.1 3.2

Other Factors 5.8 6.2 8.1 7.4 7.1 8.6 8.2 8.5 7.1 7.5 7.8

Transfers 1.0 1.6 1.8 1.8 1.6 1.7 1.8 1.8 2.0 1.8 1.8

Total 361 42.2 44.0 47.2 443 443 445 452 463 463 463

of which energy 1.8 1.6 1.3 1.1 1.2 1.3 1.4 1.5 1.6 1.6 1.6

of which environm. 0.4 0.4 0.4 0.5 0.4 0.5 0.5 0.5 0.5 e 0.6

D. Implicit Tax Rates

Consumption 62 134 133 129 134 133 133 133 138 135 137

Labour employed 313  36.6 377 434 433 429 437 443 448 449 448

Other Factors 253 36,7 390 392 342 339 338 347 368 375 388

™ Incruding sacial security contriputicns oy recipients of transfer paymanis.

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

DENMARK

In 1996 the level of aggregate taxation in Denmark
was the second highest in the EU {53.1% of GDF).

/

Denmark relies mainly on direct taxation {61.7% of
total taxation) and indirect taxation (35.7% of total
taxation), Social security contributions only account
for 3.2% of total taxation, as social expenditures are
mainly financed via the general budget. The most
important direct taxes are taxes on personal income,
which account for more than three guarers of the
total direct taxes. The revenues from VAT account for
55%, excise duties for 31% of total indirect taxes.

Denmark is divided into three administrative levels:
central  government, counties {amter}  and
municipalites (kommuner). In 1996, counties and
municipalities received taxes equal to 17.6% of GDP
or 33.1% of total taxation.

The functional structure of taxation 1970-1993

Denmark has the highest VAT rate in the Union
(standard rate 25%, no reduced rate) and thers are
relatively high energy and environmental taxss,
mainly paid by househclds. Consequently, the share
of taxes on consumption as a proportion of GDP
(15.2% in 1993) and the implicit tax rate on
consumption (19.4% in 1993) are the highest in the
EU. The relative importance of consumption taxes
has however diminished since 1870,

Personal income tax Is levied on the income of
employed and self-employed persons, on sogcial
transfers and on capital income. Therefore, for the
period since 1882, personal income tax is divided
amongst the categories employed labour, self-
employed labour, capital and transfers, using
information from the Danish Ministry of Taxaticn. The
split for the years before 1992 was estimated on the
basis of the recent data.

From 1872 until 1977 the trend of taxes on employed
labour was declining, falling to 19.8% of GDF in 1977.
Taxation increased again in the following years 1o a
maximurn of 25.7% of GDP in 1993. Measured as a
share of total taxation, taxes on employed labour
have remained fairly stable during the period 1970-93
at a level scmewhat telow 50%. The implicit tax rale
on employed labour increased from 34.7% in 1870 to
41.1% in 1974 and thereafter decreased to 35.4% in
1977. Since then 1t has increased gradually up to
46.9% In 1993,

Taxes on other factors of production than lzbour
amounted between 2 and 3% of GDP in the period
1970 to 1983. This figure then increased to 4.5% in
1986. Thereafter, the GDP share decreased again:
the level in 1893 was 3.5% of GDP (the corporaticon
tax rate was reduced from 50% i 1990 to 34% in
1992), The ITR on other factors of production, which
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includes taxes cn self-employed persons, increased
from 21.5% in 1970 to a maximum of 51.9% in 1387,
Since then the trend has been downward.

Taxes on transfers consist of the part of personal
income tax and the church tax that can be attributed
to transfers. As a percentage of GDF, such taxes
have shown an upward trend during the whole period.
in 1993, their level was 4% of GDP,

Taxes on energy have increased since 1870 to a
level of 2.1% of GDP in 1993. These taxes peaked in
1987 at a level of 2.6% of GDP because Denmark
raisad the mineral cil taxes when the international oil
price fell, in order to maintain the consumer price.
Environmental taxes have constantly been at a level
higher than the EU average, mainly because of the
relatively high taxes on motor vehicles, In 1983 their
level was 1.6% of GDP or 3.1% of total taxation.

Developments since 1994

It is difficult to compare the current situation with the
years before 1993, From 1894 an increasing part of
pensicns and social assistance became liable to
taxation, and at the same time fransfers were
increased ("grossification”). According to the Danish
Government this increased the tax burden by roughly
2% of GDP. in 1984 a general tax reform was
intreduced, aimed at reducing marginal income taxes,
broadening tax bases and increasing "green” taxes.
The reform, which was slightly underfinanced unti
1996 as part of an expansive fiscal policy, will have
full effect from 1988.

The implicit tax rate on employed labour, after
increasing to 48.3% in 1894, went down to 47.3% in
1995 and 47.1% in 1988. Measured as a percentage
of GDP, the taxaticn of employed labour decreased
slightly, from 25.7% in 1893 to 25.5% in 1996. This
reflects the fact that the growth in compensation of
employeas was slower than the groewth in GGP in the
period 1993-1896. The |[TR on consumption
increased gradually up to 21.2 in 1898. The ITR ¢n
other factors of production was reduced to 34.6% in
1994 and 33.7% in 1995, while it increased to 35.8%
in 1886. This development is not tully retlecied in the
GDP shares since the net operating surplus of the
economy increased by 26.8% from 1993 i{o 1996
white GDP increased only by 19.2%.

From 1896 on there has been a gradual tightening of
fiscal pelicy, and from 1997 an austerity package was
introduced to coo! the overheated economy, due to a
faster than expected growth and a rise in personal
spending. Measures included an increase in the
contriutions to the compulsery pension scheme for
1998 and higher stamp duties on supplementary
housing loans (from 1% to 5%).
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DENMARK STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION
1970 1975 1980 1985 1990 1991 1692 1993 1994 1995 1996
A. Evolution and Structure as % of GDP
Indirect taxes 17.3 15.6 18.7 18.4 18.1 17.8 17.7 17.9 18.6 18.5 19.0
VAT 7.6 7.1 10.1 9.8 9.2 9.1 10.0 10.0 10.3 10.2 10.4
Excise duties 6.5 58 58 6.1 53 5.2 5.1 5.0 5.5 5.8 5.9
_others 3.2 2.8 2.7 2.4 3.8 3.5 25 2.9 2.8 2.6 2.6
Direct taxes, incl. 21.5 24.7 25.1 28.8 30.1 30.5 30.9 31.8 32.8 324 32.5
Perscnal income 20.1 23.0 24.1 25.1 26.8 27.3 27.5 27.6 25.9 251 24.4
Corporate income 1.1 1.3 1.5 3.2 2.8 2.8 3.0 3.8 3.6 3.5 3.8
Social Contributions 17 06 08 1.9 1.6 1.5 1.8 1.7 1.7 1.7 1.7
employers’ 0.4 0.3 0.3 0.9 0.3 0.3 0.3 0.3 0.3 0.3 0.4
- employees’ 1.2 0.3 0.5 1.0 1.2 1.2 1.3 1.3 1.3 1.3 1.3
;"self-employed 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.G 0.0 0.0
B. Splitting by Receiving Administrative Level as % of GDP
Central Government 29.6 27.8 30.5 33.0 32.0 32.0 321 331 34.2 33.5 334
Lacal Government 9.3 12.3 137 13.9 15.3 15.4 15.6 15.8 16.4 16.6 17.6
Social Sec. Funds 1.6 0.5 0.6 1.2 1.5 1.5 1.8 1.6 1.7 1.6 1.7
EC Institutions 0.0 0.3 0.8 1.0 0.9 1.0 0.¢ .8 0.8 0.8 0.7
C. Structure according to the Economic Function as % of GDP
Consumption 14.8 13.2 16.3 16.2 15.8 15.6 15.4 15.2 16.1 16.2 16.6
Labour 20.7 22.6 23.8 26.4 27.3 27.8 28.1 28.6 29.0 28.6 28.3
( amployed 18.7 202 21.3 23.8 24.6 25.0 25.3 25.7 26.0 25.7 25.5
“self-employed 2.0 2.4 2.5 26 27 28 28 2.9 3.0 2.9 2.8
Other Factors 2.2 2.2 2.4 3.3 2.8 2.6 2.7 3.5 3.0 3.0 3.5
'T;ransfers 2.7 3.0 3.2 3.2 3.8 3.2 3.8 4.0 5.1 4.8 4.7
Total 404 40.9 45.6 49.1 49.7 499 50.2 51.3 53.1 52.6 53.1
of which energy 12 pg9 18 13 18 18 19 21 2.1 23 24
of which environm. 2.1 2.0 1.6 2.4 1.7 1.8 1.7 1.6 2.2 2.3 2.4
D. Iniplicit Tax Rates
Consumption 181 16.5 19.7  20.2 20.6 20.3 19.8 19.4 20.3 20.6 21.2
Labour employed 347 358 37.5 442 43.8 44 .8 45.5 48.9 48.3 47.3 471
Other Factors 21.5 27.0 37.1 359 36.4 34.7 34.6 39.0 34.6 33.7 35.8

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

GERMANY

In 1996 the level of aggregate taxation in Germany
was 42.0%, only 0.3 percentage point below the
Union average. Sccial security contributions, which
are paid in equal paris by employers and employees,
are the most Important category of revenues (44.6%
of total taxation).

The indirect tax/GDP ratio (12.7%) and the direct
tax/GDP ratio {10.5%) are among the lowest in the
Union, The most important direct tax is the personal
income tax (including withhclding taxes on wages,
dividends and interest). The most important indirect
taxes are VAT (53% of indirect taxes) and excise
duties {24% of indirect taxes).

Germany is a federal state and the major part of the
tax revenues, in particular income tax, corporation tax
and VAT, is divided between the three levels of
government © Bund (federal State), Lander (States)
which together form the central leve! of government
and Gemeinden (local authorities). In 1996 the central
level received 47.2% of total tax revenues and local
authorities 6.3%. Both shares have been significantly
decreased since 1970 due to a strong increase of
receipts of social security funds {from 32.5% cf total
taxation in 1870 to 44.6% in 1996).

The functional structure of taxation 1970-1993

The main changes in the tax structure in Germany
occurred in the years 1970 o 1877 and — not least
as a consequence of unification — since 1890. From
1970 to 1977 the overall level of taxaticn increased
on average by almost cne percentage point per year
from 35.7% to 42.1%. From 1977 to the early 1950s
the share of taxes in GDP remained stable (around
41.5%), as did the tax structure.

In compariscn with other Member States the shares
of taxes on consumption in GDP and totai taxation
have always bsen relatively low, thanks to the low
VAT (standard rate as of 1 April 1998: 16%). Between
1970 and 1277 the share of taxes on consumption in
total taxation declined from 29.8% to 22.8%. Between
1978 and 1990 the level of taxes on consumption
stayed relatively stable. Since then it has increased
again as a result of a rise in the VAT and increases in
excise duty on mineral ol and the tax on mator
vehicles.

Because of high social security contributions the
share of taxes on employed labour in total taxation is
ameng the highest in the Union. Between 1970 and
1977 the taxation of employed labour as a % of GDP
rose from 16.0% to 21.4%, the share in total taxation
increased by 6 percentage points o 50.8% and the
ITR on employed labour increased from 30.0% to
37.3%, In 1990 the last step of a major three-step tax
reform {which introduced the linear

progressive income tax tariff, after measures
reducing the progressiveness of the tariff in 1986 and
1988) reduced overall taxation by 1.8 percentage
point of GDF to 33.5%. The effects of the
tax raform are clearly wvisible in the taxation of
employed labour; its GOFP share decreased
significantly by more than one point. Following
unification socia! contributicns were increased, also a
"solidarity surcharge” of 7.5% on personal income tax
and corporation tax to finance investment and social
expenditure [n the former GDR was introduced
temporarily.

The share of taxes on other factors of production is
below the Union average. The share of these taxes in
total taxation was reduced between 1970 and 1993
from 14.2% 10 10.7%, and the respective GOP shares

are 5.1% and 4.5%.

The taxation of energy consists mainly in an excise
duty on mineral oils; the shares are around 2%
(GDP) and 4% (total taxation). The taxation of
environmenial use is more or less confined to taxes
on motor vehicles, which account for roughly half a
percentage point of GDP and 1.5% of total taxation,
also slightly less than the Union average. There have
been no significant quantitative changes in” the
taxation of energy and envircnmental use.

Developments since 1994

In 1995 the tax burden decreased by 1.5 percentage
point of GDP but rose again in 1998 to the former
level of 53.1%,

After a temporary increase in taxes in 1995 which
was mainly a resuft of the reintroduction of the
solidarity surcharge taxes on employed labour fell
again in 1996 to 23.3% of GDP (55.4% of total
taxaticn). The same development is reflected in the
implicit tax rate on labour which increased from
42.5% in 1994 to 44.0% in 1995 and fell again in
1996 to 43.3%.

Between 1994 and 1956 a significant fall in (declared)
parsonal income tax was offset by higher revenues
from corporation tax (although corporation tax
rates were lowered from 50% to 45% for
undistributed profits and from 36% to 30% for
distributed profits in 1994) and wealth taxes (the
tax on private property was increased from 0.5%
fo 1% of net wealth as from 1 January 1995, at
the same time the tax allowance were significantly
increased). No significant changes in the taxation
of other facters of production is reflected in
the GDP or total taxation ratios. The drastic dacline of
the ITR on other factors of production is alse due io
strong expansicns of the tax base in 1994
and 1995,
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GERMANY STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNICN

1970 1975 1980 1885 18980 199N 1992 1993 1994 1985 1996

A. Evolution and Structure as % of GDP

i Jndirect taxes T35 127 134 126 12.4 125 126 129 133 129 127
: VAT sg 58 66 64 64 84 85 69 71 88 87
Excise duties 34 35 32 30 28 31 31 3.0 3.1 30 3.0
; others 28 35 34 32 32 30 31 3.1 3.2 3.1 3.0
£ pjrect taxes, incl. 109 1241 128 127 113 117 120 118 111 114 105
Personal income g2 1041 104 99 88 95 98 93 90 93 82
'- Corporate income 17 13 18 23 18 18 15 17 168 18 17
! sosial Contributions 116 150 166 163 158 170 173 178 181 183 187
{ employers’ s4 s8¢ 73 75 73 78 78 80 &1 8.1 8.2

employees’ 49 57 &1 54 63 67 B89 88 70 7.1 7.2

seli-employed 14 24 22 24 23 24 25 29 30 31 3.4

7 B.splitting by Receiving Administrative Level as % of GDP
Toa Governmant 215 213 216 212 198 203 207 207 207 207 198

I Local Government 2.6 3.0 3.3 3.2 3.0 2.8 2,9 2.9 2.8 7 2.8
i Social Sec. Funds 11.6 15.0 15.6 16.3 15.8 17.0 17.3 17.8 18.1 18.3 18.7
4 EC Institutions 0.0 0.4 0.8 0.9 0.8 1.0 1.0 0.9 0.9 0.9 0.8
£

C. Structure according to the Economic Function as % of GDP

e Consumpton 10.6 ¢.8 1G.3 10.0 2.8 10.2 10.3 10.7 11.C 10.7 10.6
i Labour 20.0 254 261 262 247 2885 271 271 27.1 278  26.9
? employed 15.0 201 214 221 20.9 22.5 231 231 23.3 23.9 23.3

self-empioyed 4.0 5.3 4.7 4.1 3.8 4.0 4.0 4.0 3.8 3.6 3.7

Qther Factors 5.1 4.6 5.2 5.4 4.9 4.5 4.4 4.5 4.5 4.3 4.4

Total 35.7 39.8 416 41.6 39.5 412 419 423 42.6 42.6 42.0
of which energy 1.7 1.7 1.6 1.5 . 1.8 2.0 1.9 2.1 2.0 1.9
of which gnvirenm. 2.8 0.7 0.6 0.8 0.5 0.6 0.8 0.7 0.7 0.7 0.6
D. Implicit Tax Rates

Consumption 14.5 13.1 13.3 12.6 13.5 13.3 13.4 13.7 14.3 13.9 13.7
Labour employed 30.0 34.9 38.5 39.5 38.5 39.9 40,9  41.1 425 440 43.3
Other Factors 36.0 489 532  48.1 383 410 4241 43.7 33.8 368 36.1

Nots: The New Landzr iStates) are ingiuded from 1897 onwards.

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

GREECE

In 1994 the level of aggregate taxation in Greece was
31.6% of GDP, around 10 percentage points below
the Union average and thus the lowest in the EU.

Because of a lack of unified and comparable data the
following paragraphs are based to a large extent on
estimates by the Commission. According to thess
estimates indirect taxes arz the most imporant
category of revenues, constituting 47% of total
taxation {14.8% of GDP} in 1894. No other State in
the Union depends to the same axtent on indirect
taxation to finance its expenses. VAT accounts for
around 46% and excise duties for 13.5% of the total
indirect taxes. Unlike many other countnes, Gireece
raises a substantial part of its revenues in the form of
indirect taxes other than VAT and excise duties. In
1994, these taxes (for example, taxes on bank
transactions, taxes on capital goods transactions)
represented 40.6% of total indirect taxation {6.0% of
GLP).

The direct tax/GDP ratio in 1994 (7.1%) was 5.5
percentage points below the Union average; it is the
lowest in the Union, The most important direct taxes
are taxes on personal income (raising around 6869
iotal direct taxes]).

Central government receives by far the largest share
of tax revenues in Graece. According fo the estimates
central government receaives almost 70 % of total
taxation, social security funds around 30% and iocal
government oniy 1%.

The functional structure of taxation 1985-1893

The overall tax level increased from 28.5% to 30.8%
of GDP over the period 198%-1993, with no more
major peaks but a relatively steady growth rate of
arcund half a percentage point per vear (the major
increase which occurred in 1989, when the overall tax
level grew by almost 7 percentage points compared
to the previous year, was a statistical consequence of
the revision of the Greek National Accounts which for
the first time included social security contributions in

the data).

The share of taxes on consumptfon in GDP increased
from 9.1% in 1985 to 12.8% in 1993, It was in genera!

arcund two percentage points above the EU averags,
but not guite the highest in the EU. Because of the
comparatively low overall level of taxation, however,
this GDP share corresponded 1o a share in total
taxation that was well above the Union average
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and the highest in the EU, Taxation of consumption
accounted for 44% of total taxation in 1985. It peaked
in 87-88 due to major increases in revenues from
VAT and general turnover taxes, Hereafler, the share
decreased (not least due to the inclusion of socia!l
security contributions in the tax statistics) and
stabilised to a fevel of arcund 41% of total taxation
{except for 1992, when the share was 43.7%).

Taxation on labour employed was among the lowest
in the EU, even after the inclusion of social security
centributicns in the accounts from 1989 onwards.
Taxes on ilabour accounted for slightly less than 4%
of GDP during the period 13885-1988. This share
increased fo 12% in 1989, stabilised at that leve! until
it increased again to 13.6% in 1993, The share of
taxes on labour in total taxalion was around 42% in
the perind 1988-1931, decreased in 1892 and
increased again in 1993 to around 44%, approaching
the Union average but still below it. Singe 1989, the
year of the inclusion of social security contributions,
the implicit tax rate on employed labour has shown a
rising trend. It went up from 34.2% in 1989 to 42.9%
in 1993.

During the time for which data are available, the trend
of the taxation of other factors of production than
labour has been downward, The share in GDP
diminished from 7.6% in 1985 to 4.5% in 1993. The
sharpest decrease in the implicit rate of taxation of
other factors of production took place in 1987 when
receipts from stamp duties maore than halved.

The taxation of energy consists of a tax on petroleum,
petroleum products, lubricants and gas. Its trend over
time shows some strong fluctuations, but in general
the share of GDP seems to be slightly below the
Unicn average. Environmental taxation consists
mainly of the motor vehicle duty and the car
registration fee. Environmental taxes raised around

5% of GDP in 1888-1990, increased slightly in 1991
to decrease thereafter and stabilise at 0.4%

Developments since 1994

It is estlmated fha? the taxatlon on consumphon ('.e.
stable in 1994 Accordmg to the available aggregate
data, an increase in the implicit tax rate on employad
labour of around 2 percentage points took place. The
implicit tax rate on other factors of production {than
Iabour) is also estimated to have increased sllght ¥,



GREECE STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

1985 1986 1987 1988 1989 1990(°) 1991(%) 1392(") 1993(°) 1994(")

A. Evolution and Structure as % of GDP

! Tndirect taxes Tig 170 172 154 144 148 148 157 152 148
& VAT c.0 0.0 6.6 6.5 6.6 7.3 7.1 7.3 6.8 6.5
! Excise duties 43 6.2 4.5 4.2 3.3 34 2.0 2.1 2.1 2.0
¥ others 107 10.8 6.0 4.7 4.5 4.4 5.6 6.3 6.3 6.0
£ Direct taxes, incl. 57 60 60 58 55 60 59 58 5% 7.1

Personal income 4.3 4.4 42 4.3 3.8 3.9 3.9 37 3.9 4.7
Corporate income 1.0 1.3 1.5 1.2 1.3 1.7 1.7 1.6 1.7 2.0

Social Contrib. (%) na. n.a. n.a. n.a. 8.6 8.2 8.7 8.6 9.7 9.7
employers’ n.a. n.a. n.a. n.a. 4.7 4.5 4.3 4.3 4.7 4.7
employees’ n.a. n.a. n.a. n.a. 3.8 3.7 4.4 4.4 5.0 5.0
self-employed n.a. n.a, n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.

B. Splitting by Receiving Administrative Level as % of GDP
Central Governmeant 18.6 20.5 21.2 19.5 181 205 22.3 22.3 21.4 n.a.

Local Government 0.5 0.5 0.5 0.5 0.4 n.a. n.a. n.a. n.d. n.a.
Social Sec. Funds (M) 1.1 0.9 0.7 0.7 g.2 8.8 8.5 9.3 n.a. n.a.
EC Institutions 0.7 1.4 1.0 0.9 1.0 0.9 0.9 0.9 0.¢ 0.9

C. Structure according to the Economic Function as % of GDP
Consumption 91 11.2 13.7 12.8 1.7 12.1 12.1 13.2 12.8 12.5

Labour {*) 3.9 3.9 3.7 3.8 12.0 12.1 12.6 12.3 13.6 14.3
employed 3.9 3.9 3.7 3.8 12.0 12.1 12.€ 12.3 13.6 14.3
i self-employed n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
4 Other Factors - 80 58 47 48 48 47 47 45 48
:3 Total (%) 20.6 23.1 23.2 21.3 28.5 29.0 29.4 30.1 30.8 31.6
¥ of which energy 19 3.4 25 2.1 12 18 13 26 15 15
§ of which environm. 1.0 1.0 0.8 0.5 0.5 0.5 0.6 0.4 0.4 0.4
&
3 D. Impiicit Tax Rates
' Consumption 13.1 15.9 19.0 18.0 16.3 16.5 18.6 17.@ 16.9 16.6
Labour employed (%) 11.1 11.7 11.3 11.6 342 34.3 38.3 38.7 42.9 44.9
Other Factors 15.4 16.0 11.8 9.8 10.0 10.5 8.8 g.8 9.2 9.7

(") Social Contributions only inciuded from 1889 onwards. No figures available for self-employed,
{"y Estimated with the help of data from the Ministry of National Eccnomy of Greece.

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

SPAIN

In 19886 the level of aggregate taxation in Spain was
35.5%, which was almost seven percentage points
below the EU average and the third lowest in the EU.
Social security contributicns, which are mainly paid by
the employers {70% of total social contributions), are
the most important category of revenues {36.4% of
total taxation).

Spain has the lowast indirect tax/GDP ratio (10.8%)
of the Union and a lower than average direct tax/GDP
ratio (11.8%). VAT accounts for 52.7% and excise
duties for 26.8% of indirect taxation. The most
important direct taxes are taxes on persconal income
(71% of total direct taxes). Their base is defined as
the sum of income from wages and salaries, movabie
and immovable property, self-employed activities and
capital gains. A withholding tax on wages and

incomeas from movakle nranerty s nceneraihy laviad
NComes rom movasie property generaily isvied.

With the 1978 Constitution, Spain became an
autonomous State; its tax revenues are divided
among the three levels of government: central,
autonomous community and local authorities. The
central government is entitled to the corporate
income tax, perscnal income tax, VAT and excise
duties. Autonomous communities receive since 1884
the wealth tax, the gifts and inheritance tax as well as
other residual indirect taxes. Since 1997 they also
receive 15% of the revenues from persconal income
tax. Municipalities receive the revenues from taxes on
land, capital gains, cars, economic activitties and
immovable property.

The functional structure of taxation 1980-1993

The effects of the 1878 direct taxation reform became
visible during the 1280s when the overall level of
taxation increased by almost 10 percentage points,
from 25.6% of GDP in 1980 to 35.2% in 1389, All
factors of production suffered an increase of taxation.
However the tendencies were not the same for all
factors: the taxation on employed labour increased
continuously from 14.7% of GDP in 1980 to 18.2% in
1993, while its share in total taxation declined by
about 7.4 percentage points. The taxes on other
factors of production increased by about 2

. : e ‘
percentage points of GDP, while their share in fot

taxation remained stable.

Taxes on consumption in % of GDP increased
significantly during the first half of the 1980s from
5.3% of GDP in 198C to 8.8% in 1986. After 1986
their level remained relatively stable at around 9.7%
of GDP. The reason for this can be found in Spain's
accession to the Union, which led to VAT replacing a
multiphase tax based on the final price of each
production level. The level of taxes on consumption
as a % of GDP cr total taxation is the lowest among
Members States. The low VAT standard rate (16%)
implies  an  implicit tax rate on consumption
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of 12.3% (1996) — the iowest in the Union. Although
The continuous increases in the VAT standard rate
from 12% tc 16% and in excise duties on petrol,
alcohol and tobacco, the share of consumption taxes

as a % of total taxation has remained stable during !

the 1990's around 27%. Despite the aforementioned
importance of social contributions the share of taxes

on labour in total taxation is lower than the Union &

average. The taxation of employed labour measured
as a % of GDP increased from 14.2% in 1986 to
18.2% in 1993. The share in total taxation, however,
decreased from 57.4% in 1980 to 44.3% in 1889,
even though it increased o 48.6% in 1898, The
implicit tax rate on employed labour has increased by
almost 10 percentage points between 1980 and 1993,

The Spanish GDP share of taxes on other factors of
production increased during the 1880s from 4.8% in
1980 to 8.3% in 1989, However, the trend declined in
the 199Cs, falling to 6.7% in 1993, which was close {¢
the Union average.

Ernergy taxes (mainly an excise duty on petrol) are
lower than the Union average {1.9% of GDP or 5.2%
of total taxation in 1994}). Environmental taxes are
somewhat higher than the average.

Developments since 1894

Several significant changes have occurred since

1994. The employers’ social confributions were !

reduced and the fax burden was shifted to VAT. As a
result employers' social contributions were reduced
from 9.7% of GDP to 2.0 in 1998 and the tax burden
on employed labour went down from 18.2% of GDP

to 17.8%. Nevertheless, the implicit tax rate on labour

has increased from 37.1 to 38.3%.

Concerning taxes on other facters of production
(than labour), two changes must be menticned. First
the new corporate income tax law (December 1985)
which seeks to define a tax base which is close
to the results of profits and tesses in accounting.

Mcreover a new more advantageous regime for

SMEs and a new regime for holding companies
have been previewed. The effects of the reform,
howaver, will not be clearly seen until mid-1997.
Second, the capital gains tax for individuals was
reformed in June 1996: a fixed 20% rate is applied
{once the investment has been maintained for two
years} instead of the progressive tariff. The implicit
tax rate on the other factors of production decreased
between 1993 and 1896 by 4.1 percentage points

10 24.0%.

A new autonomous communities financing regime
has been approved. For the period 1997-2001, a 30%
share of personal income tax can be directly
attributed to the autonomous communities which
operate a co-responsibility system.
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SPAIN STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION
1980 1985 1988 1989 1990 1991 1992 1993 1994 19951996 (*)
A. Evolution and Structure as % of GDP
Indirect taxes 6.6 9.4 10.9 10.8 10.6 10.6 11.2 10.5 10.9 107 10.8
VAT 0.0 0.0 5.4 5.7 5.5 5.5 6.0 54 57 5.6 57
Excise cuties 1.5 1.7 2.0 2.0 2.1 2.4 2.5 2.7 2.9 2.9 2.9
others 5.1 7.8 3.5 3.1 3.0 2.7 2.6 2.3 2.3 2.2 2.2
Direct taxes, incl. 7.1 8.6 10.6 12.2 12,2 12.1 12.6 12.1 11.6 11.6 11.8
Personal income 4.8 5.8 7.3 8.0 7.8 8.3 8.9 8.7 8.5 8.3 8.4
Corporate income 1.2 1.6 2.2 2.0 3.1 2.7 2.4 2.1 1.8 2.0 2.0
Social Contributions 11.8 11.8 11.8 12.1 12.5 12.7 13.5 13.8 13.5 12.6 12.9
amployers’ 8.3 8.4 8.6 8.8 8.0 9.2 9.8 9.7 9.3 8.8 8.0
amployses’ 1.9 2.0 1.9 1.9 2.0 2.0 2.0 2.2 2.3 2.1 2.2
self-employed 0.7 1.5 1.3 1.4 1.5 1.6 1.7 1.9 2.0 1.8 1.7
B. Splitting by Receiving Administrative Levei as % of GDP
Central Government 11.3 13.9 17.1 18.6 17.6 17.5 18.3 17.0 17.1 17.0 17.4
Local Government 24 4.1 4.0 4.0 4.5 4.5 4.8 4.8 4.7 4.7 4.7
Social Sec. Funds 11.8 11.9 1.7 12.0 12.3 12.6 13.4 13.7 13.4 12.5 2.8
EC Institutions 0.0 0.0 0.6 0.6 0.8 0.9 1.0 1.0 0.8 0.7 0.7
C. Structure according to the Economic Function as % of GDP
Consumption 5.3 8.4 8.7 9.6 9.4 55 100 9.3 9.7 9.5 9.7
Labour 15.5 16.4 18.7 17.4 18.2 19.0 19.9 205 20.2 19.3 18.6
employed 147 147 15.0 15.6 16.4 17.1 17.8 18.2 17.9 17.2 17.6
self-employed 0.8 1.7 1.7 1.8 1.8 1.8 2.1 2.3 2.3 2.1 2.0
Cther Factors 4.8 5.1 6.9 8.3 7.7 7.C 7.3 8.7 6.2 6.1 B.2
Total 25.6 299 33.3 352 353 355 37.2 364 364 35.0 35.5
of which energy n.a. 1.4 1.3 1.3 1.4 1.7 1.8 1.8 1.8 1.8 1.8
of which environm. 0.5 0.9 0.7 0.7 0.9 0.9 1.0 1.0 1.0 1.0 1.0
D. Implicit Tax Rates
Consumption 8.7 107 12.5 12.2 12.0 12.1 12.4 11.5 12.1 12.0 12.3
Labour employed 28.8 318 327 338 345 352 366 371 379 374 383
Other Factars 17.0 20.2 25.1 28.5 287 27.8  30.1 28.1 256 23.8 24.0
(*y Partly estimated.
' Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

FRANCE

In 1998 the level of aggregate taxation in France was
45.9% of GDP, 3.6 percentage points above the
Union average. Social security contributions are the
largest category of revenues {42.8% of total taxation).

The indirect tax/GDP ratio (15.6%) is 2.2 percentage
points above the Union average; the direct tax/GDP
ratio (10.6%) Is 2.6 percentage points below the
Union average. The revenue from VAT accounts for
haif of indirect taxes and the revenue from excise
duties for a fifth.

In 1896 the share of central government was 44.6%
of total taxation, consisting mainty of personal income
tax, VAT and turnover taxess, excise duties and
corperation tax. The share of local government was
10.3% of total taxation and consisted mainly of patent
levies, property tax on developed property, tax on

furnished accommodation and registration duties,
The social security funds received 43.6% of total
taxation, mainly sccial contributions but also receipts
from solidarity tax on companies, tax levied by the
association for the management of the employses’
assets scheme (AGC) and taxes on services. In
terms of tota! taxation the receipts c¢f cenfral
government have been decreasing cver the years
whereas the receipts of local government and social
security funds have been increasing.

The functional structure of taxation 1970-1993

The taxation on consumption slightly but steadity
decreased from 12.8% of GDP in 1970, 1.7
percentage peinis above the Union averages, to
11.0% in 1993, which was just the Union average in
that year. The share of taxes on consumption in total
taxes also fell substantially, from 36.5% in 1870 fo
24.9% in 1893, because the revenues from VAT and
excise duties were growing slower than tctal taxation.
The implicit tax raie on consumption was generally
stable but slowly declined from 17.6% in 1870 to
13.68% in 1993 which was slightly below the European
average.

Between 1370 and 1993 the share of social
contrbutions as a % of GDP increased by 7
percentage points and finally was the highest in the
Union Ac in many othar coyntries the noraaca
Union. As In many cther countries the increase
mainly tock place in the 1870s. Despite the high
share of social security contributions tfaxes cn
employed labour (23.3% of GDP, 52.8% of total
taxation) were lower in France in 1993 than in many
other Member States, although they still exceeded
the European average by 2.3 percentage points of
GDP. The implicit tax rate on employed labour
increased steadily from 30.5% in 1970 to 43.9% in
1993, the magnitude of the increase was in line with
the Eurcpean average,

Taxation of other factors of production than labour
{measured by the implicit tax rate) fluctuated several
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times between 1870 to 1994 with movements in the
business cycles {changes in the tax base, the net
operating surplus of the economy). Until 1984 the
general trend of the implicit tax rate on other factors
of production was rsing. In the second nhalf of the
1980s it started to decline slightly. The most recent
major change took place in 1892 when the implicit tax
rate on other factors ¢f production fell from 48.0% in
1591 to 44.1% and the taxation of other factors of
production as a percentage of total taxation fell from
18.4% to 17.6%. This was caused by a reduction in
corporate taxation which was so big that it overcom-
pensated for the increase in capital taxes which
occurred at the same time.

The taxation of energy consists mainly of the intand
duty on petroleum products. Its shares of GDP (1.9%
in 1993} and of total taxation (4.4% in 1993) were
somewhat lower than the Unicn average.
Environmental taxation consists mostly of taxes on
domestic refuse removal and motor vehicie duty paid
by households. It accounted for 0.5% of GDP and
1.1% of total taxation in 1994; these shares were also
below the EU average.

Deveicpments since 1994

In general, the trends of taxation have increased
since 1994.

The implicit tax rate on consumption  increased
slightly from 14.0% in 1984 to 14.6% in 1996, owing
to a mederate increase in VAT, and is now somewhat
above the Europeanr average. Consumption taxes as
a % of GDP have increased from 11.2% in 1924 to
11.8. in 1996 which is aiso just above the EU
average. The share of consumption in total
taxes increased from 25.4% in 1994 to 25.6% in
1946 which was slightly below the Union average.

The implicit tax rate on labour employed continued its
steady increase. The implicit tax rate cn employed
labour in 1896 (44.9%) was 2.3 percentage points
above the EU average. The share of labour employed
in total taxation, however, fell from 51.9% in 1994 to
B1.79% in 1885 and 51.2% In 1998, while the

respactive GDP-ratios increased by half a percentage
point.

The total taxation share of other factors of production
increased slightly from 17.9 in 1994 1o 18.0% in 1995
and 18.2 in1996. The GDP shares grew from 7.9% to
8.1 and 8.4% as a result of an increase in corporation
tax and capital taxes,

The taxation of energy as % of GDP decreased in
1995 to 2.0%. Envirenmental taxes stayed at 0.5% of
GDP in 1995 and increased to 0.6% in 1996 which is
alsc slightly below the EU average.
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FRANCE STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

1970 1975 1980 1985 1990 1991 1992 1993 1984 1995 1996

A. Evolution and Structure as % of GDP

indirect taxes 15.0 14.5 153 15.8 15.1 14.7 14.5 14.7 15.0 15.1 15.6
VAT 8.9 8.5 8.6 8.6 8.0 7.5 7.5 7.3 7.4 7.5 7.8
Excise duties 2.9 2.6 2.8 3.0 2.8 2.8 2.8 2.9 3.1 31 3.1
others 3.2 3.4 3.8 4.2 4.3 4.3 4.3 4.5 4.5 4.5 4.7

Direct taxes, incl, 7.3 7.4 8.6 9.4 9.3 10.0 9.7 9.7 10.0 10.2 10.6
Personal income 4.5 4.7 56 6.4 6.0 6.8 7.0 7.3 7.4 7.4 7.9
Corporate income 2.2 1.9 2.1 2.0 2.4 2.0 1.7 1.6 1.8 1.9 1.8

Sceial Contributions 12.7 15.0 17.8 19.3 19.3 19.3 19.5 197 18.2 194 19.7
amployers’ 9.3 10.8 11.9 12.5 1.8 11.9 12.0 12.1 1.8 12.0 12.1
employees’ 2.4 3.2 4.6 5.2 5.8 57 59 6.0 5.8 59 6.0
self-employed 1.0 1.0 1.3 1.5 1.6 1.6 1.6 1.6 1.5 1.5 1.6

B. Splitting by Receiving Administrative Level as % of GDP
Central Government 20.4 189 203 20,5 195 185 192 1891 19.6 200 205

Local Government 2.1 2.8 3.0 3.9 4.1 4.1 4.1 4.4 4.5 4.4 4.7
Sccial Sec. Funds 126 150 178 183 183 183 185 188 193 195 200
EC Institutions 0.0 0.2 0.6 0.8 0.9 1.0 0.9 0.8 0.8 0.8 0.7
C. Structure according to the Economic Function as % of GDP
Consumption 128 117 121 123 116 112 110 1106 112 114 118
Labour 164 189 226 243 239 247 250 254 250 253 258
employed 15.1 17.5 208 222 218 225 229 2383 229 231 235
seif-employed 1.4 1.4 1.8 2.1 2.1 2.2 2.2 2.2 2.1 2.1 2.3
Other Factors 5.8 6.4 7.0 7.8 8.2 8.1 7.7 7.7 7.9 8.1 8.4
Total 351 369 417 445 437 44.0 437 441 442 447 459
of which energy 1.8 1.4 1.8 2.0 1.9 1.9 1.8 1.9 2.1 2.0 2.0
of which environm. 0.3 0.3 0.4 0.4 0.4 0.5 0.5 0.5 0.5 0.5 0.6
D. Implicit Tax Rates
Consumption 176 155 157 153 150 143 139 136 140 143 14586
Labour employed 305 321 372 404 422 431 435 439 444 444 449
Other Factors 252 348 487 5041 458  48.0 441 448 440 451 47.6

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EJROPEAN UNION

IRELAND

In 1996 the level of aggregate taxation in Ireland was
33.3%, which was below the Unicn average of 42.3%
and the second lowest in the ELL

In 1995, both direct and indirect taxation produced
broadly similar tax takes, whereas in previcus years
indirect taxation had the larger share. In 1996, they
gach accountied for 14.3% of GOP, and around 43%
of total taxation. Whilst the share of both these items,
compared to others in the Union, were relatively high,
the share of taxation accounted for by social
contributions was at 4.7%, significantly fower than the
Unicn average of 15.3%. Revenues from corporate
income — 3.5% of GDP — were higher than the EU
average of 2.6%.

Ireland has a centralised administrative structure, The
share of local taxes in frefand is among the lowest in
lhe EU and lhe uniy separale source of revenue of
local authoerities is rates on industrial and commerciat
property.

The functional structure of taxation 1970-19%3

This pericd is marked by a simplification of the tax
system, reduction of income tax and the introduction
of measures to stimulate enterprise. From 1970 to
1985 the share of taxes in GDF increased (from
31.6% in 1970 to 38.9% in 1985). It remained at
around 36% from 1991 to 1983,

Taxes on consumption as a percentage of GDP are
higher than the Union average. In that pericd the
share of taxes on ccnsumption as a % of GDP has
declined from 16% of GDP to 13.2%, due to
reducticns in the higher rates of VAT as part of the
Union's tax harmonisation and the curtailment of
increases in excise. This development was reflected
in the percentage of consumption taxes in total
taxation which dropped from 50.6% to 36.6%
because labour taxes increased more quickly and
therefore accounted for a higher share of total
taxation. The implicit tax rate on consumption,
however, remained more or less stable {19.1% in
1970 and 18.2% in 1993), The 1996 figure (18.9%)
remains considerably higher than the European
average of 14.4%.

Taxes on employed labour as a % of GDP are well
below the Union average, being 15.2% in 1993
compared with the Union average of 20.9%. Taxes
on employed labour as a percentage of total taxation
{42.2%) were similarly below tha Union average of
50.6% in 1993. This is due mainly to the low level of
sccial security centributions. As in most  other
Member States, these taxes increased as a
percentage of GDP from 1870 whan they amounted
to 8.4%. Recent years have been marked by steps to
reduce income tax and social security contributions.
The share of other taxes of production as a

38

percentage of GDP which was 6.4% in 1370 dropped
to 4.4% in 1985 and thereafter increased to 6.0% in
1993. The share of these taxes in total taxation,

20.2% in 1970, deciined to 11.3% by 1985 and was

18.6% in 1893. This latter period coincides with a 4

reduction of the rate of corporation tax along with the

broadening of the tax base (the standard rate was |

reduced progressively from 50% up to 1 April, 1988,

to 40% for income accruing from 1 April, 1991, |

ocnwards). A reduced rate of 10% was introduced in
1881 in  respect of income

to certain service activities including financial services

operating in the Financial Services Centre in Dublin |

and in the Shanncn Alrport Zone.

The taxes included in the category Energy Taxaticn
are the duty on mineral hydrocarbon light oil and the
duty on other sorts of ¢il. Their proportion of GDP
declined from 2.9% in 1870 to 1.9% in 1993. They
were above the European average in 1870 and 1980

but are now below. Environmental taxes, consisting of

motor vehicle duty by households, fees under the

petroieum and minerals development acts and duty ¥

on table water, have remained more or less stable as
a percentage of GDP from 1970 {1.5%) to 1893
{1.3%).

Developments since 1994

In this period, in order to reduce the tax burden on
employed labour, there have been {urther increases
in tax exemption limits, personal allowances
and the standard tax band; the tempcrary 1%

ncome levy has been abolished; low incomes have §
Heaith and .

been exempted from the
Employment/training levies and a special aliowance §
introcduced  for employees’ social  insurance
contributions; employers’ social insurance ;
contributions in respect of low income employees -
have been reduced and a social insurance :

contributions exemption has been introduced for F

employers in respect of new employees taken from
the unemployed register. in the 1998 Budget, the
standard rate of income tax was reduced by 2%,
following a 1% decline the previous vear, and the
base was widened.

The trend of broadening the base and reducing the
rate of corporation tax has also been continued — the
standard rate was reduced to 32% in 1998. The

reduced rate on the first 'EP 50,000 of annual
company income which was introduced in 1996 at a

rate of 30% was reduced to 25% in 1998,

Taxes on employed labour as a percentage of GDP
declined from 15.2% in 1893 10 13% in 1996, The
ratios for cther facters remained broadly constant
over this period.

arising  from 3
manufacturing. This rate was subsequently extended !
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[RELAND STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

1970 1975 1980 1985 19%0 1991 1992 1993 1994 1935 1996

A. Evoiution and Structure as % of GDP

L T L R T
: i ¥

indirect taxes 13.4 17.0 16.8 18.4 162 157 156 14.8 15.5 151 14.3
VAT 0.0 458 5.0 8.0 7.2 7.0 7.1 6.8 7.2 7.2 6.8
Excise duties 10.2 8.8 9.4 8.0 6.5 6.3 6.0 5.7 5.9 5.8 5.3
cthers 8.2 3.6 23 2.4 2.5 2.4 2.5 2.3 2.4 2.3 2.1
Direct taxes, incl. g.4 10.3 12.7 145 139 145 148 15.5 15.7 141 14.3
Perscnal income 7.5 9.2 11.0 12.7 11.4 1.7 11.7 11.9 11.9 10.7 10.6
Corporate income 1.3 0.7 1.5 1.7 2.2 2.6 2.9 3.4 3.7 3.3 3.5
Social Contributions 2.8 4.7 5.2 6.0 55 5.6 57 5.8 55 5.2 4.7
employers’ 1.4 2.6 3.2 3.6 3.1 3.2 3.2 3.3 3.1 3.0 2.8
employees’ 1.3 21 2.0 2.4 2.1 2.2 2.3 2.2 2.2 1.9 1.6
salf-employed 0.0 0.0 0.0 0.0 0.2 0.2 0.2 0.2 0.3 0.2 0.2
B. Splitting by receiving Administrative Level as % of GDP
2 Central Government 257 247 280 313 287 288 291 20.0 239 279 278
4 Local Government 33 24 13 10 10 10 10 10 10 09 08
?  social Sec. Funds 2.8 4.1 4.4 5.2 47 4.8 4.8 4.9 4.7 4.3 3.9
EC Institutions 0.0 0.7 1.1 1.3 1.1 1.2 1.1 1.2 1.2 1.2 0.9
C. Structure according to the Economic Function as % of GDP
Consumption 16.0 14.4 14.8 16.7 144 140 13.9 13.2 13.8 13.4 12.7
Labour 92 128 153 17.9 16.1 18.5 16.5 16.9 16.5 151 14.4
employed 84 118 14.0 16.3 146 149 14.9 15.2 14.9 13.6 13.0

self-employed 0.8 1.1 1.3 1.5 1.6 1.6 1.6 1.7 1.7 1.5 1.5

Other Factors 6.4 4.8 4.7 4.4 5.0 5.4 57 6.0 6.4 5.9 8.2

Total 31.6 32.0 347 388 355 359 3641 36.0 367 344 333
of which energy 2.9 2.4 2.8 2.4 2.1 2.1 2.0 1.9 1.9 1.8 1.8
of which environm, 1.5 1.1 1.6 1.6 1.6 1.4 1.4 1.3 1.4 1.4 1.4
D. Implicit Tax Rates

Consumption 19.1 7.4  17.3 214 137 188 186 182 191 196 188
Labour employed 16.1 207 234 303 308 309 308 314 313 298 291
Other Factors 289 236 292 225 199 220 235 237 253 217 214

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EURQPEAN UNION

ITALY

As a result of a marked increase in tax revenues in
the period 1980-90, in 1996 the lavel of aggregate
taxation was 42.9% of GDP.

The structure of the system is characterised by the
high level of direct taxes (15.6% of GDP or 36.4% of
total taxaticn). This is due to the relatively high level
of taxes on corporate income (4.2% of GDP},
whereas taxes on personal income (9.5% of GDP)
are in line with the overall tax burden in the EU. The
share of social contributions, the second most
important source of revenues (14.8% of GDP or
34.4% of total taxation) is below the EU average. The
share ¢f indirect taxes (12.5% of GDP or 28.2% of
total taxation) is also below the EU average.

[taly is a unitary State, with a three-tier system of local
government.  Regioni  {regional Province
(intermediate level) and Comuni (local level). Taxes
received by cenirai government account for 24.3% of
GDP or 56.6% of fotal taxation. Receipts of local
government account for 3.3% of GDP or 7.8% of total

taxation.

ievel},

The functional structure of taxation 1970-1993

italy saw a large increase in the level cf aggregate
taxation over the period 1970-93. Tax revenues grew
from 25.8% of GDP in 1970 to 30.6% in 1880 and up
to 43.5% in 1983. The tax burden steadily increased
over the 1980s, with & peak of 2.5% growth in 1982,
and in 1982/93.

In 1993 the tax burden on consumption as a % of
GDP {10.6%) and total taxation {24.3%) was lower
than the European average. The share of VAT in
GDP (5.7%) and total taxation (13.2%) was in fact
below the Unicn average. Similarly, the implicit tax
rate cn consumption {13.3%} was one of the lowest in
Europe. Moreover, between 1970 and 1993 taxes on
consumption increased less than total taxation, so
that their share in total taxation diminished from
38.3% to 24.3%.

The tax burden on employed lzabour as a % of GDP
more than doubled over the period 1970-93, from
8.8% in 1970 to 20.1% In 1893, it sharply increased
over the 1870s, when the share of employed labour in
total taxation rose from 38.0% in 1970 to 52.1% in
1980. Over the 1980s the growth rate of taxes on
amployed labour was less rapid bul relatively steady,
with higher increases in 1980-83 and 1991-93. The
share of taxes on self- and non-employed labour also
increased, from 0.5% of GDP in 1870 to 2.7% in
1993, though this might also have been due to
changes in the structure of the work force, Finally, the
share of taxes on labour, employed and seli-
employed, in total taxation (52.4% in 1993) was not
among the highest in the EU, in spite of the high level
of direct taxes. Social security contributions were in
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fact below the EU average, even though their share
has been constantly increasing since 1870,

The taxation on other factors of production (than
labour) was one of the highsst in the EU (23.3% of
total taxation or 10.1% of GDP in 1983). It rose in the
period 1970-93, while the trend in the rest of Europe
was of a general decrease. Movements in the implicit
tax rate for the other factars of production confirm this
trend,

in 1993 the taxation of energy, consisting mainly of
duties on mineral cils, accounted for 3.1% of GDP or
7.2% of total taxation. Environmental taxes, mainly
motor vehicle duties, were 0.5% of GDP or 1.2% of
total taxation.

Developments since 1994

The share of taxation as a propertion of GDP was
reduced from 43.5% in 1993 tc 40.7% in 1994 (40.9
in 1935) but rose again in 1996 to 42.9%.

The initiat decrease came about as a result of decline
in direct taxes, which had peaked in 1983, Taking
the GDP shares into account, the trend was of a
decrease in the taxation of other factors of production
and of labour. Taxes on employed fabour diminished
from 20.1% 1o 18.8% of GDP in 1995, while the
implicit tax rate on employed labour actually
increased from 45.2 10 45.7% in 1995, This reilects a
reduction in the compensation of employees,
as against a smaller decline in GDP during this
period.

The 1896 increase of 2% in the level of aggregate
taxation resulted from changes in social security
contributions  (which rose from around 13% in
1995 to 14.8% of GDP) and in direct taxes (corporate
income tax, rising from 23.6% of GDP in 1995 to
4.2%). Taxes on employed iabour increased, both as
a percentage of GDP and also in terms of ITR, which
peaked at 50.1% (in 1986 the business cycle showed
a marked recovery and the GDP growth was higher
than the growth of compensation of empioyees).

In 1997 ltaly intensified efforts to qualify for EMU. It s
likely that figures for 1997 will show an increase in the
aggregate tax burden. In 1997 a wide-ranging reform
to streamline the tax system was undertaken. The
standard rate of VAT was increased to 20% and the
reduced rate of 16% was abolished. A reduced rate of
19% for corporate tax was introduced {dual income
tax}. Personal income tax was also revised due to a
new regional tax on the value added from business
activity (IHAP), replacing several taxes and the
contributicns tc the national health systerm. As from
1998, the trend in the structure of the system might
be towards greater reliance on indirect taxation and
less on direct taxation.
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ITALY STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION
1970 1975 1980 1985 1990 1991 1992 1993 1994 19385 1996
A. Evolution and Structure as % of GDP
Indirect taxes 10.5 8.2 9.3 9.6 11.4 11.9 11.9 12.8 12.5 12.5 12.5
VAT 0.0 3.6 4.8 52 5.8 6.1 5.8 5.7 57 57 5.6
Excise duties 4.9 3.7 2.8 2.8 3.7 3.8 4.0 3.9 3.9 4.0 3.9
others 5.6 0.9 1.6 1.6 1.9 2.0 2.1 3.4 2.9 2.8 3.0
Direct taxes, incl. 5.3 6.1 98 132 146 148 169% 176 152 153 1586
Personal income 0.3 3.1 6.2 8.4 8.9 8.1 95 104 9.5 9.6 9.5
Corporate income 3.0 2.1 2.4 3.1 37 3.6 3.8 4.1 4.0 3.6 4.2
Social Contributions 10.0 117 115 120 128 131 133 137 13.0 131 14.8
amployers’ 7.9 8.7 8.6 8.6 9.2 9.2 9.2 9.1 8.7 86 102
amployees’ 1.7 1.8 2.1 2.3 2.5 2.6 2.7 2.8 2.8 2.8 2.9
self-employed 0.4 0.4 0.8 1.1 1.2 1.3 1.4 1.8 1.6 1.7 1.7
B. Splitting by Receiving Administrative Levei as % of GDP
Centrat Government 13.7 13.4 17.9 21.2 237 243 282 267 24.3 246 24.3
L.ocal Government 2.2 0.8 C.8 1.2 1.8 1.9 2.1 2.7 3.1 2.9 3.3
Social Sec. Funds gg 1186 114 117 128 128 130 134 127 127 148
EC Institutions 0.0 0.3 0.6 0.6 0.7 0.8 0.7 0.7 0.7 0.7 0.6
C. Structure according to the Economic Function as % of GDP
Consumption 9.9 8.0 8.1 86 103 108 107 108 104 105 104
Labour 103 144 174 187 213 214 218 228 214 214 231
amployed 98 137 180 17.8 192 192 195 2041 185 188 205
self-employed 0.5 0.7 1.4 1.9 2.1 2.2 2.3 2.7 2.5 2.8 2.6
Other Factors 5.6 3.6 5.2 6.5 7.3 7.7 9.6 101 8.9 9.0 9.3
Total 25.8  26.0 30.6 348 388 398 421 435 407 409 429
of which energy 2.5 2.5 1.9 1.8 2.8 3.0 3.2 3.1 31 3.2 3.1
of which environm. 0.3 0.2 0.2 0.3 0.5 0.5 0.5 0.5 0.5 0.5 0.5
D. Implicit Tax Rates
Consumption 13.8 165 107 11.0 13.0 13.6 13.3 13.3 13.2 13.5 13.4
Labour empioyed 21§ 287 834 388 425 424 430 452 443 457 501
Cther Factors 179 13.4 18§ 237 272 292 357 387 326 320 331
Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS [N THE EUROPEAN UNION

LUXEMBOURG

Due to the fact that Luxembourg is an important
financial centre and because of the size of the
country the economy in Luxembourg is cuite different
from the economias in other Member States. For
many years there has been a considerable difference
between GDP and GNP which was largely influenced
by a high positive influx of property income from
abroad. It is thus important to be very cautious when
comparing the figures for Luxembourg with the
figures for other States.

In 1996, the overall tax level in Luxembourg was
44.7% of GDP, 2.4 percentage peints higher than the
European average. The direct tax/GDP ratio s
15.3%. Of particular importance are taxes on
corporate income. They account for almost 10% of
total taxation or 4.4% of GDP.

indirect taxes amount to 17.5% of GDP or 39.2% of
the total taxes. Amang the indirect taxes, VAT is the
most important element, accounting for more than
38% of the indirect revenues. Luxembourg also relies
heavily on excise duties which account for 30% of the
revenue from indirect taxes.

The share of social security contributions in total
taxation is comparatively low {26.6%). The employers
pay around 46% of this, employees 40% and the self-
amployed 14%.

About two thirds of the taxes accrue to central
government; local government only receives taxes
amounting to 6.7% of the total revenua. The most
important local tax is the "impét commercial® (trade
tax} which accounts for 80% of the receipts. The
social security funds receive socmewhat more than a
quarter of total taxation.

The functional structure of taxation 1970-1893

The level of overall taxation has changed significantly
since 1970. In 1970 the level was 30.9%. In the
following vyears, the trend was clearly upwards
and in 1983 it peaked at 51.8% of GDP, which at
that time was the highest among the 15 States. In
1693 the level was down to 43.9%. One reason
behind the change since 1983 is the large growth
rate of the economy {(between 1882-88, the annual
nominal growth of the GDP exceeded 10%.)

The importance of consumption taxes increased over
the period 1970-83 from 6.2% of GDP in 1870 to
11.9% in 1983. The level has, however, been stable
at around 11% since 1981. The consumption taxes
are mainly VAT and excise duties on mineral cils and
tobacca. The implicit tax rate (ITR) on consumpticn
increased in the same period from 10.1% to 17.0%.
Ore important reason for the relatively high taxation
on consumption despite low nominal tax rates
(standard VAT rate of 15% and the lowest excise duty
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on petrol in the EU) are gains from cross-border
trade.

There has been an increasing trend to taxation of
(total) labour in the period 1870 to 1983: it grew from
16.2% of GDP in 1970 to 27.3% in 1883, The taxation
of labour has since then gone down, In 1983, the
level was 21.1% of GDP. The TR on employed
labour increased from 28.2% in 1870 to around 33%
n the early 1980s. In 1993, the {TR on employed
labour was 29.7%.

Taxes on other faciors of production are among the
highest in the Eurcpean Union. They increased from
8.5% of GDP in 1970 to 13.6% In 1878. Since then
they have stabilised at around 11% of GDP with
deviations in some years. e.g. they fell to 8.9% of
GDP in 1992. The deviations are mainly due to cycles
in the corporation tax, which is the most impertant tax
on other factors of production, as it typically accounts
for 40-50% of these revenues.

The ITR on other factors of production has been
much more volatite than the GDP share cwing to the
cyclical changes in the tax base, which in the case of
Luxembourg has been adjusted by adding the
balance of property and entrepreneurial income
received from the rest of the world to the net
operating surplus {without this correction the [ITR
would have exceeded 100% in several years). The
ITR increased from 32.5% in 1870 to 50.4% in 1875,
After a drop to 41.4% in 1976, it went up again
51.9% the year after. In 1982, it fell to a level of
around 31% and it remained between 30% and 40%
until 1993 when it rose 1o 42.24%. The big increase in
1993 was due to both an increase in the corporation
tax and a shrinking of the base.

Taxes on energy accounted for 3.1% of GOP in 1993
and consisted mainly of taxes on mineral oils. The
level increased over the period from 1870
Environmental taxes accounted for 0.1 to 0.2% of
GDP, one of the lowest ievels in the EU.

Developments since 1994

The overall iax level increased slightly by 0.8
percentage point between 1993 and 1996. The
structure of taxation remained more or less constant.
The ITR on employed labour is more or less
unchanged at now 30.2%. The ITR cn other factors of
production has increased up to almost 50%. This is
due to an increase in ravenues on cther production
factors of around 25% {mainly due to an increase in
the corporation tax essentialty from the financial
sector, resulting mainly from the release of bad debt
provisions) between 1993 and 1995, while the tax
base remainad almost slable between 1983 and
1095, The implicit tax rate on consumption increased

slightly to 17.9%.
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LUXEMBOURG STRUCTURES CF THE TAXATION SYSTEMS IN THE EURCPEAN UNION

1570 1975 1980 1985 1990 1991 1992 1993 1994 1995 1996

A. Evolution and Structure as % of GDP

S e e, S b B i S
.|

indirect taxes 9.9 131 14.4 160 160 182 163 170 17.0 1688 175
VAT 2.1 5.1 4.9 5.8 5.9 8.2 6.0 6.3 8.0 6.2 8.7
Excise duties 2.3 3.3 4.4 5.1 4.4 4.8 55 5.4 5.8 5.4 53
others 5.4 4.5 51 5.1 5.7 5.2 4.8 5.4 5.3 53 5.5
Direct taxes, incl, 122 171 185 184 156 144 131 146 155 154 153
Personal income 7.6 121 12,7  12.0 10.3 9.5 9.1 9.2 5.6 8.5 9
B Corporaie income 4.1 4.6 52 57 4.5 4.0 3.3 4.7 5.1 5.1 4.4
;‘ Social Contributions 8.8 12.6 13.2 12.3 1.8 121 12.4 12.3 11.8 11.8 11.2
employers’ 4.7 7.0 7.4 6.0 5.8 5.8 8.0 6.0 55 5.4 5.4
= employeas’ 3.5 4.9 5.3 45 4.5 4.7 4.8 4.7 4.6 4.7 4.8
seif-empioyed 0.6 0.8 0.8 1.7 1.5 1.5 1.6 1.6 1.7 1.6 1.6
l;';?;' B. Splitting by Receiving Administrative Level as % of GDP )
j% Central Government <58 272 294 305 281 289 263 282 20917 287 292
Local Government 2.5 2.9 3.0 3.1 2.7 27 2.2 2.6 2.8 2.8 3.0
g Social Sec, Funds 87 125 132 1241 16 119 122 124 116 117 116
EC Institutions oA 0.3 0.7 1.0 1.0 1.2 1.2 0.9 1.0 1.0 0.8
C. Structure according to the Economic Function as % of GDP
Consumpticn 6.2 8.7 56 112 107 113 118 119 120 119 123
Labour 162 245 261 241 214 212 211 211 208 208 214
employed 134 204 217 183 173 17.0 169 169 164 165 171
self-amptoyed 3.1 4.1 4.3 5.8 4.2 4.2 4.2 4.2 45 4.3 4.3
Other Factors §.5 g6 107 114 113 102 85 109 114 115 114
Total 309  42.8 463 467 434 427 41.8 439 443 441 447
of which enargy 1.2 1.8 2.3 2.1 2.1 2.4 3.0 3.1 3.4 3.1 3.1
of which environm, 0.3 0.3 0.2 G2 g2 0.2 0.2 0.1 0.2 0.2 0.2
D. Implicit Tax Rates
Consumption 10.1 12.0 127 143 1441 148 163 170 178 175 179
Labour employed og.o 322 339 329 304 290 290 297 2968 296 30.2
Other Factors o5 504 435 344 323 295 306 422 473 490 49.8

Implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION

NETHERLANDS

fn 1896 total taxation equalled 44.8% of GOP in the
Netherlands, which was 2.5 percentage points higher
than the Union average (only the three Nordic
countries and Belgium showsd higher tax shares).
The strongest increase in tax revenues occurred in
the early 1970s. Between 1970 and 1875 tax
revenues grew by more than one GDP point per year.
Since 1980 the ratio of tax revenues to GDP has
remained comparatively stable.

indiract taxes, mainly VAT and excise duties on
petrol, mineral oil and tobacco, amount to 13.2% of
GDP or 29.5% of total taxation (1996].

The revenues of direct taxes squal 13.7% of GDP or
30.5% of total taxation. The most important direct
taxes are the wages tax (48% of direct taxation} and
the corporation tax (30% of direct taxation). The
wages tax and the tax on dividends (2.6% of direct
taxation) are withholding taxes and deductible from
the general income tax cobligation. The share of direct
taxes significantly decreased since 1993 owing to the
so-called "AAW -schuif".

The most important revenue source in  the
Netherlands are social contributions {1898 18% of
GDP, 40.1% of total taxation). The sirong increase in
social contributions in the early 1970s was the major
reason for the overall increase of the tax share during
that pericd. Until 1983 the shares in social
contributions paid by employers and employees were
roughly equal. With the "Oort operation”, contributions
for exceptional medical expenses and disability were
levied on the employees instead of the employers
{employees are awarded a compensation payment on
top of the gross wage).

The central government level receives more than half
of total taxation, local authorities about 4%. As in
Germany and France, social security funds are
entitied to more than 40% of the total revenues.

The functional structure of taxation 1970-1983

Around one guarter of the total tax revenues stems
from consumption, which is guite in line with the
Eurocpean average. In the Netherlands the share of
consurnption taxes has remained even more stable
than in the other Member States. The main taxes in
this category are VAT and excise duties.

As a result of the marked increases in social security
contributions in the early 1970s, the taxation of
employed labour increased significantly in that period.
In the 1970s the Netherlands relied more heavily on
(employed) labour taxation than any other country
(50.6% of total taxation or 18.9% of GDP), by 1974
the share had even increased to 58.0% of
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total taxation. !n the second half of the 1970s and in
the 1980s and early 1390s, the increases werg much
more moderate. The implicit tax rals on employed
labour was stabilised at around 50%, which Is the
second highest in the EU {only Sweden showed a
higher implicit tax rate).

The relative level of the taxes on other factors of
production than labour increased from 4.7% of GDP
in 1970 to 6.9% of GDP in 1993. This increase was
not smooth: two discontinuities in the trend can be
opserved, the first one in 1977 and the second one in
1987. The major factor responsible for this
development was increases in the revenues from
corperation tax. Compared to some other Member
States, the implicit tax rate on cther factors of
production has remained relatively stable at around
35%. Apart from severai reform measures, the trend
for this tax rate reflects clearly the oil-price shock in
1975, the recession in the second half of the 1980s
and the movements in the business cycle in the
1990s.

Between 1970 and 1982 the taxation of energy
decreased from 1.4% of GDP (3.8% of total taxaticn)
to 0.9% of GDP {1.9% of total taxation). From 1982
onwards a rising trend of energy taxation can be
cbserved which is mainly due to increased revenues
from the duty on petrol,

Since the sarly 1980s the Nstherlands have had the
highest level of environmenta!l taxes in the Union
{more than 2% of GDP or 4 to 5% of total taxaticn in
the 1990s). Apart from taxes on motor vehicles
(motor vehicle duties, registration fees, eic.) this can
be attributed to the comparativeiy high number of
special levies in connection with water poliutien,
waste disposal, sewerage charges etc.

Developments since 1994

The shares of consumption taxes have remained
almost constant, as have the implicit tax rate on
consumption (around 15%}).

The shares of taxes on employed labour have been

significantly reduced from 27.9% of GDP in 1983 (¢

23.7% in 1996. Moreover, the implicit tax rate on
employed labour has fallen from 52.5% (1993) to
46.7% (1996). It is now the fifth higher rate after
Denmark, Italy, Finland and Swedan.

Taxes cn other factors of production (than labour)
have increased from around 7% of GDP to 8.1% of
GDP in 1996, Owing to a large increase in the net
operating surplus, the implicit tax rate on other factors
fell by several percentage paints to 46.7%.
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NETHERLANDS STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

1970 1975 1980 1985 1990 1991 1992 1993 1894 1995 1996

A. Evolution and Structure as % of GDP

Indirect taxes 10.9 10.8 12.1 12.1 12.3 12.4 12.7 12.9 12.8 12.8 13.2
VAT 5.4 6.1 7.1 7.3 7.2 7.2 7.1 6.9 6.8 6.8 7.0
Excise duties 3.0 3.3 3.0 3.0 3.0 3¢ 3.2 3.4 3.5 3.4 3.3
others 25 1.3 1.9 1.9 2.2 2.3 2.4 2.8 2.6 2.6 2.9

Direct taxes, incl. 12.9 15.5 15.9 12.9 157 17.2 16.1 17.0 14.3 13.3 13.7
Personal income 9.8 11.8 12.2 3.0 11.4 12.8 12.1 12.7 9.9 8.9 8.4
Corporate income 2.5 3.3 3.0 3.1 3.4 3.4 31 3.3 3.3 3.3 41

Social Contributions 13.5 17.2 17.8 20.5 17.0 18.0 18.5 18.5 18.0 18.9 18.0
6.1 7.6 8.0 7.9 3.6 3.8 3.7 3.6 3.2 3.5 3.7

employeis’
employees’ 5.7 7.1 7.2 8.8 10.3 10.9 11.4 11.3 11.9 11.7 10.8
self-employed 1.7 2.5 2.7 3.8 31 3.3 3.4 3.6 3.8 3.7 3.4

i B. Splitting by Receiving Administrative Level as % of GDP
‘ Central Government 23.3 251 258 226 255 2868 261 274 243 232 240

Local Gaovernment 0.6 0.5 1.2 1.3 1.4 1.4 1.5 1.6 1.7 1.7 1.8
Sccial Sec. Funds 13.5 17.2 17.9 20.5 17.0 18.0 18.5 18.5 19.0 18.9 18.0
EC Institutions 0.0 0.7 1.1 1.1 1.2 1.4 1.3 1.2 1.1 1.2 1.0
C. Structure according to the Economic Function as % of GDP
Consumption 9.8 9.8 10.8 10.9 10.8 10.9 11.2 11.3 11.2 11.2 1.3
3 Labour 22.9 28.4 29.2 287 27.6 29.9 29.7 30.2 27.8 26.9 253
3 employed 18.9 25.1 26.7 26.5 257 27.7 27.7 27.9 257 25.0 23.7
! self-employed 4.0 34 2.5 2.1 1.8 2.1 2.0 2.3 2.1 1.8 1.7
Other Factors 4.7 53 5.9 5.9 6.6 6.7 6.5 6.9 7.0 6.9 8.1
% Total 37.3 43.5 46.0 45.5 45.1 47.5 47.4 48.4 46.1 45.0 44.8
B
of which energy 1.4 1.2 1.0 0.9 1.1 1.1 1.2 1.5 1.5 1.5 1.5
. of which environm, 1.2 1.6 1.8 2.0 2.1 2.3 2.4 2.4 2.6 2.9
D. Implicit Tax Rates
Consumption 135 129 13.8 145 15.0 14.8 14.9 14.9 15.1 15.1 15.4
Labour employed 34.2 421 45.4 50.9 497 53.0 52.3 52.5 50.2 48.9  46.7
Other Factors 34.6 41.8 39.2 23838 30.7 32.9 32.8 36.7 33.9 33.4 37.0

implicit Tax Rates
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION

AUSTRIA

The level of aggregate taxation in Austria was 44.2%
in 1996, aimost two percentage points above the EU

averags.

The indirect tax/GDP ratio (1896: 15.6%) is one of the
highest in the EU. The most important indirect tax is
VAT (almost 54% of indirect taxation}. Excise duties
(mainly on hydrocarbon oil, tobacco and beverages)
account only for about 19% of indirect taxation. Unlike
many other Member States, Austria depencds to a
great extent on indirect taxes other than VAT and
excise duties. However, the retative significance of
these taxes has been decreasing lately.

The direct tax/GDP ratic has increased over the last
years and now equals the Union average of 13.2%.
The most imperiant direct tax is perseonal income tax.
The wage tax is the income tax on wages, salaries
and pensions. It Is calculated by applying the income
tax rate schedule {incl. tax credits) to the monthly pay
(minus some deductions, mainly social security
contributions). Some parts of employees’ earnings
are tax free (e.g. supplements for hard or dangerous
waork up to certain limits), some are subject 10 &
favourable flat rate regime of 6% (e.g. the 13" and
14" months’ salaries). The capital yields tax which
was increased from 22% to 25% with the 19396
consclidation package is deducted as a withhiolding
tax from interest income and distributed profits. it is a
final tax, i.e. the taxed income does not neaed to be
included in the income tax assessment (but may be
s0 if this is favourable for the tax payer).

Social contributions account for 15.4% of GDP, which
is ona of the highest shares in the EU. Around 49% of
the social contributions are paid by employers, 43%
by employees and the rest by seif- and non-employed
persons.

Austria is a federal State. Most taxes are levied by the
federal tax administration but the important taxes are
shared between the different levels of Government
according to & special law which is renewed every
four or five years. The most important exclusively
federal taxes are the corporate tax, the tobacce tax
and the insurance tax. Prominent examples for
shared federal taxes are income tax, VAT, tax on
mineral oil and tax on motor vehicles. The States levy
only some small own taxes but there are some
important local taxes, e.g. the communal tax {a 3°
payroll tax), the land tax and a tax on beverages.

The functional structure of taxation 1980-1983

Although consumpticn taxes rose temperarily in the
mid-1980s, in 1993 these taxes again stood at 12.6%
of GDP, almost the same as in 1880. The share of
these taxes in total taxation diminished from 30.5 in
1980 to 28.6% in 1983, The implicit tax rate too
decreased from 17.4% in 1980 to 16.4% in 1993,

The taxation of labour forms the major part of
taxation. Whilst the tax burden on seli-employed

46

izbour declined {from 3.4% of GDP in 1980 to 2.8% in
1993) the taxation of employed labour steadily
increased {from 20.3% of GDP in 1980 to 22.9% in
1993). Measured as a % of total taxation, the share of
taxes on employed labour increased from 49.6%
in 1980 to 52.0% in 1983, which was a more dynamic
growih than in the rest of the EU. This treng,
however, was not continuous; the main increase
occurred in the years 1981 to 1893. The impiicit
tax rates of employed labour increased by 4.8
percentage points between 1980 and 1993. In 1989,
however, the implicit tax rates fell by 2.6 percentage
points, probably as a result of the great tax reform
which entered into force on 1 January 1888. The
aim of this reform was a general raduction of the level
of taxation. Moreover, the tax system was
streamlined by expanding the tax base and reducing
the number of perscnal income tax brackets. The
highest income tax rate was lowered from 62% to
50%.

The share cf the taxes on other facters of production
(than labour) has been increasing from 4.7% of GDP
(11.6% of total taxation} in 1980 to 56% of
GDP (12.8% of total taxation) in 1883. Compared
to many other Member States, the impficit tax rate
has been fairly stable. Between 1981 and 1983,
however, it dropped from 38.0% to 33.2%, partly as a
result of a higher than normal increase in the tax
base. In the earty 19890s the implicit tax rate
increased again and in 1992 exceeded the level of
1981.

Energy taxation accounted for 1 to 1.5 percentage
point of GDP with a decreasing trend in the 1980s
and an increasing trend since 1992, Environmental
taxation slightly increased from 04% of GDP
in 1980 to 0.7% ot GDP in 1983, which is the EU

average.

Developments since 1994

Owing to an increased revenue lag of VAT on imports
from other EU Member States and decreased
customs duties, both due to the access to the EU in

1995, the consumption taxes drcpped by 1.4
percentage point to 11.3% of GDF in 1985 but
returned again to their normal level in 1896,

Taxation of employed labour has increased

somewhat since of 1993 when measured as a % of
GDP: the trend of the shares in total taxation is iess
clear. The implicit tax rate on employed iabour
has continued its upward trend and now stands at

45.8%.

With the reform of company taxation (in force as of 1
January 1994), the tax on trade and industry and the
wealth tax have been abolished. Owirg to the 1894
tax reform, the implicit tax rate on other factors of
production fell from a relatively high level of 41.6% in
10993 to 37.0% in 1994, It increased again, howevaer,
in 1995 to 38.1% and in 1996 10 38.9%.
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‘AUSTRIA STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION

1980 1985 1988 1989 1990 1991 1892 1983 1994 1985 1996

e

A. Evolution and Structure as % of GDP

Indirect taxes 16.0 16.5 18.3 16.2 15.9 15.7 15.8 16.0 15.9 15.4 15.6
VAT 8.3 g.2 8.8 8.8 8.6 8.6 8.3 8.5 2.3 7.9 8.4
Excise duties 2.7 2.6 2.5 2.4 2.3 2.2 25 2.5 2.4 2.6 2.9
others 5.0 4.7 5.0 5.0 50 4.9 5.0 5.0 52 4.8 4.3

Direct taxes, incl. 12.1 12.8 12.2 11.3 11.8 12.4 13.0 131 1156 12.2 13.2
Personal income 3.0 9.6 9.3 80 8.5 8.9 91 8.3 8.7 9.0 9.3
Corperale income 1.4 1.3 1.3 1.4 1.3 1.4 1.6 1.5 1.0 1.2 1.8

Sacial Contributions 12.9 13.6 13.8 13.8 13.6 13.7 14.3 14.9 15.3 15.4 15.4

- employers’ 6.3 6.7 5.8 6.7 6.7 6.7 7.0 7.2 7.5 7.5 7.5
empioyees’ 5.3 57 5.5 5.9 5.8 5.9 6.2 6.4 6.6 6.6 6.6
self-employed 1.3 1.2 1.2 iz 11 1.1 1.1 1.2 1.3 1.3 1.3

B. Splitting by Receiving Administrative Level as % of GOP
Central Government 18.2 21.1 21.7 20.9 20.8 20.9 21.7 22.2 20.9 20.6 21.7

, Local Government 10.0 0.2 8.0 8.8 9.0 g.2 9.3 8.3 9.3 9.0 5.3
i& Social Sec. Funds 11.8 11.7 11.6 11.5 11.5 11.8 121 12.5 12.6 12.6 12.5
2 EC instituticns 0.0 0.0 0.0 0.0 0.0 0.0 0.0 c.0 0.0 0.8 Gc.7
C. Structure according to the Economic Function as % of GDP
Consumpticn 12.5 13.4 13.0 12.9 12.5 12.4 12.4 12.6 12.1 11.3 12.0
Labour 237 2486 246 232 2386 241 250 258 258 263 266
employed 203 214 216 201 206 2141 220 228 230 235 238
self-employed 3.4 3.2 3.0 3.1 2.0 3.0 3.0 2.9 2.8 2.7 3.0
Other Factors 4.7 4.9 4.7 5.2 5.2 5.3 5.7 5.8 4.8 5.4 5.6
Total 41,0 43.0 423 4.2 413 41.8 4341 440 428 43.0 44.2
of which energy 1.4 1.2 1.2 1.2 1.1 1.1 1.3 1.2 1.2 1.4 1.6
of which environm, 0.4 0.6 0.6 0.6 0.6 0.6 0.8 0.7 0.7 ¢.7 0.7
D. Implicit Tax Rates
Consumption 171 17.8 17.2 17.1 16.8 16.7 16.5 16.4 15.9 14.8 15.6
Labour employed 376 406 409 383 393 339 412 424 433 448 458
”} Other Factors 380 377 356 375 383 371 402 416 37.0 381 38.9
1
”4 ‘ implicit Tax Rates
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STRUCTURES OF THE TAXATION S8YSTEMS IN THE EUROPEAN UNION

PORTUGAL

In 1996 the ievel of aggregate taxation in Portugal
was 37.1% of GDP, more than five percentage points
lower than the EU average (42.3%) and among the
lowest in the EU {only Greece, Spain, lreland and the
United Kingdom had lower levels). Indirect taxes were
the most important categery of revenue (41.0% of
total taxation); direct taxes accounted for only 27.4%
of total taxation. Social security contributions, which
are mainly paid by employers (63.2% of total social
contributions), made up 31.6% of total taxation,

Revenues from VAT reached 53.3% of total indirect
taxation, whiie excise duties brought in 27.0%. VAT
was introduced in 1986 and since then revenues from
VAT increased by 2.4 percentage points of GDP tc
8.1% of GDP. The share of excise duties increased a
little during the period 1980-96 (3.5% of GDP in 1880
compared to 4.1% in 1996}. In 1986 it peaked at
5.3% owing to new revenues from the tax on
petroleum products.

The Portuguese direct tax/GDP ratio (10.2% in 1996)
was one of the lowest in the Union. The most
important direct tax is personal income tax. Its base is
defined as the sum of the income derived from wages
and salaries. movable property, immovable property,
self-employed activities and capital gains minus the
employees’ social security contributions and some
other expenditures. The linear progressive tariff and
the deductions on the cuote allow the Fortuguese
personal income tax to take into account the personal
and family circumstances of the taxpayer. Other
deductions are related to investments, gifts, internal
double taxation, etc. A withholding tax on wages and
incomes from movable property is generally levied.

The functional structure of taxation 1980-1993

Over the period 1980-93, the overall level of taxation
as % of GDP increased by more than 9 percentage
points from 25.5% to 34.7%. The strongest increases
can be observed in the early 1980s and in the early
1990s.

The tax burden on employed labour increased from
8.8% of GDP in 1880 to 17.1% in 1893. The main
factors behind this development were the increase in
social contributions and in persenal income tax {from
1882 onwards). Notwithstanding these increases the
share of taxes on employed tabour in total taxation
(46.9 in 1€93) was one of the lowest in the Union.
Moreover, the taxation of self-employed labour (0.3%
of GDP, 0.9% of total taxaticn) in Portugal was rather

low compared to other Member States. Although &
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increased by 18.8 percentage points from 1980
(17,8%) to 1993 (36.6%), the implicit tax rate on
employed labour was one of the lowest in the Union
{only Irefand. Luxembourg, Spain and especially the
United Kingdom had lower rates).

The taxes on consumption measured as a % of GDP
rose sharply from 9.7% in 1985 to 12.7% in 1986,
The reason for this can be found in Porlugals
accession to the Union, which brought the
introduction of VAT, After 1986 the level of taxes on
consumption as a % of GDP remained relatively
stable. In comparison with cther Member States, the
level of taxes on consumption as a % of GDP
(12.4%) and of aggregate taxation (35.7%) was
refatively high. Despite the low standard rate for VAT
(17%), the implicit tax rate or consumption (14.7%;
wag also higher than the Community average; this
can be explained by the comparatively large share of
excise duties (price differentials, etc.) and relatively
high taxes on services.

After a temporary increase in the years 1982 to 1985,
the Portuguese GDP share of taxes on other factors
of preduction (than iabour) felt from 7.1% of GDP in
1980 to 4.9% of GDP in 1993. Measured as a % of
total taxation, the importance of these taxes were
diminished from 27.9% in 1980 to 14.1% in 1893. The
mplicit tax rate on other factors of production fell by
3.4 percentage points from 18.3% in 1980 to 14.9% in
1993 after having peaked in 1983 with 25.3%.

The taxation of energy consists mainly of an excise
duty on petrol. The 1893 shares of 2.9% of GDP or
8.5% of total taxation are above the Union average.
The taxation of environmental use dropped from
0.7% of GDP (2.9% of total taxation) in 1980 to only
0.1% of GDP {0.3% of tetal taxation) as a result of the
abolition of the tax on motor vehicles sales.

Developments since 1994

The overall tax burden has increased from 34.7 in
1983 to 37.1% of GDPF in 1996. In terms of the
functional structure of taxation, this increase fell
mainly on employed labour the taxation of which
increased from 17.1% of GDP to 18.1%.

The implicit tax rates also mirror this trend: the
implicit tax rate on employed labour increased by 5.4
parcentage points (from 35.6% to 42%;). While the
implicit tax rate on consumption increased by one
percentage point, the impiicit tax rate on other factors
of production (than labour) increased from 14.9% in
1893 to 18.0% in 1996,
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pORTUGAL STRUCTURES OF THE TAXATICN SYSTEMS IN THE EURCPEAN UNION
1580 1985 1988 1989 1990 1991 1992 1993 1994 1995 1996
A. Evolution and Structure as % of GDP
Indirect taxes 12.2 13.2 15.2 14.4 14.3 14.3 15.2 14.4 1531 15.0 152
VAT 0.0 0.0 5.3 6.3 6.2 6.2 7.1 6.5 7.4 7.7 8.1
- Excise duties 3.5 4.0 4.4 3.2 4.0 4.3 4.3 4.3 4.1 4.2 4.1
others 8.7 9.2 4.5 4.2 42 3.8 38 3.5 35 3.2 3.0
Direct taxes, incl. 57 8.0 6.9 g2 8.3 g3 102 3.3 9.1 g4 102
personal income 1.5 20 2.7 4.7 5.0 5.6 6.7 6.4 6.2 6.4 6.9
Corporate income 1.0 1.3 1.7 2.4 2.6 2.9 2.9 2.3 2.3 2.4 2.8
gocial Contributions 7.6 82 9.2 9.1 8.7 10.0 10.5 11.0 10.9 11.4 1.7
employers’ 52 57 8.0 59 g2 6.3 87 6.5 6.9 7.2 7.4
* empioyees’ 22 2.3 2.3 2.9 341 3.4 3.5 3.6 36 3.8 3.9
_gelf-employed 0.1 0.2 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5 0.5
B. Splitting by Receiving Administrative Level as % of GDP
Central Government(®) 17.3 208 19.4 19.9 169 20.8 22.3 20.6 20.9 n.é. n.a.
Local Government(®) 0.6 0.5 1.7 1.7 1.7 1.7 1.9 1.9 18 n.a. n.a.
Social Sec. Funds(®) 7.6 8.2 9.3 9.2 37 101 10.6 11.1 11.0 n.a. n.a.
EC Institutions 0.0 0.2 1.1 1.0 1.2 1.2 1.0 1.3 0.9 0.8 0.0
C. Structure according to the Economic Function as % of GDP )
Censumpticn 8.5 97 128 122 122 122 132 124 132 134 13.3
Labour 8.9 9.9 117 137 14.5 156 171 17.4 17.1 17.7 18.6
employed 8.8 g8 11.4 13.4 14.2 15.3 16.8 17.1 16.6 17.3 18.1
self-employed 0. 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.5
Other Factors 7.1 9.7 6.8 57 5.6 5.8 5.6 4.9 4.8 2.0 5.2
Total 25.5 29.3 31.3 31.7 32.3 33.6 35.9 34.7 35.1 35.8 37.1
of which energy 2.4 2.4 2.8 2.6 2.7 3.0 3.0 2.9 2.8 2.8 3.0
of which environm. 0.7 0.7 0.2 0.2 C.2 0.1 0.1 0.1 0.1 21 0.1
D. Implicit Tax Rates
Consumption 11.9 11.9 16.4 15.8 15.6 15.1 16.0 14.7 15.8 15.8 15.9
Labour employed 178 214 268 316 325 332 358 3668 375 398 420
Other Faclors 18.3 24.0 18.1 15.5 15.6 17.2 17.7 14.9 15.8 17.3 18.0

{*) Data for recent years have not yet been intagrated into the ESA-framework.

™1y Parlly estimatad.
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

FINLAND

In 1996 the level of aggregate taxation in Finland was
48.2% of GDP, which is almost 6 percentage points
above the Union average and one of the highest
sharas in the Union

Direct taxes are the most important category of
revenue and they account for 18.7% of GDF or
40.9% of total taxation, by both measures significantly
above the Union average. The most important
category of direct taxes is the taxes on personal
income which account for 84% of direct taxes. The
central government income tax is levied progressively
on income over FIM 46 000 p.a. At the same time, all
income is subject to local taxes that can resuit in the
total tax take being around 20 percentage points
higher.

The indirect tax/GDP ratioc (14.5%) is almost a
percentage point above the Union average. But
reflecting the high level of general taxation, when
measured as a % of total taxation, indirect taxes
account for a slightly smatller share in Finland (30%})
than average (32.7%). In 1985 the revenues from
VAT accounted for over half the indirect tax take and
the revenues from excise dulties was somewnhat
higher than one-third. Until 1 June 1994 Finfand did
nct have a value added tax but applied a turnover tax,
which was then changed into VAT tc mest the
accession criteria for the Eurcpean Union. Unlike
under the former turnover tax, services are subject (o
the new VAT.

The share of social contributions, whether measured
as a % of GDP (14%) or as a % of total taxation
(28%), is slightly below the Union average. The larger
part of the social contributions is made up of
employers’ contributions: in 1998, employers’ share
was 70% of total sccial contributions.

In 1998, the central government received 54.9% of
total taxes, which mainly consisted of income tax as
well as turnover taxes and excise duty on liguid fuels.
The share of local government was 21.7%%, consisting
of income tax. The share of social security funds is
23.4% of total taxation.

The functional structure of taxation 1980-1993

in comparison with other Member States, the share of
taxes on consumption as a % of GDP (14.8% mn
1993) was the highest after Denmark. Expressed as
a share of total taxation, the share was alsc amongst
the highest owing to a high rate of turnover tax
(standard rate: 229%). In most years since 1880, ths
implicit tax rate on consumption stayed stable around
a comparatively high level of 18 or 18%. It increased,
however, in 1988 and 1989 with high revenues from
the turnover tax and excise duties. With the decrease
and subsequent stabilisation of consumption taxes on
thie long-term average path of growth in the following
years, the impficit tax rate resumed its old level in
1993 (18.4%).
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The ratios of taxes on labour as & % of GDP oras a
% of total taxation have traditionally been among the
highest in Europe as a result of high income
taxation. Between 1980 and 1893 the GDP share of
employed labour has risen from 21.3% to 27.2% and
the implicit tax rate has increased by more than 11
percentage points to 50.9%. The increase of the
implicit tax rate has remained steady during the
reference period, except for 1887 when it decreased
by 2.9 percentage points due to a fall in income

taxation

The share of taxes on other factors of production
{than labour) in total taxation {4.1% in 1993) was the
smallest in the Union. The trend of the taxation of
other factors of production has been somewhat
increasing. From the 1989 rate of 16.9%, the implicit
tax rate rose sharply to 22.0% in 19580 and 30.1% in
1981. This drastic development can be explained by
the recession due to which the net operating surpius
declined.

The tax revenues irom levies on seif-employed labour
are lower than the Unicn average in Finland. They
increased from 0.6% of GDP (1.6% of total taxation)
to 1.7% of GDP (3.6% of total taxation} in 1983,

The taxation cof energy consists rnainly of an
excise duty on liquid fuels (1.8% of GDP in 1393).
The environmental taxes {0.2% of GDP in 1993)
mainly congist of tax on motor vehicles paid by
enterprises.

Developments since 1994

The implicit tax rate on consumption rose in 1996 to
reach a five-year high of 19%.

The implicit tax rate on employed labour rose by 5.5
percentage points from 1593 1o 1884 (to 55.9%, the
highest ievel in the EU in 1994). This can be due to
the fact that the income tax take for 1983 was
unusually low and the reimbursement of overpaid
income taxes, which normally would have taken
place in 1994, was postpened until 1995, The implicit
tax rate on employed fabour fell back in 1995 to a
more normal ievel, but the increase by a further
percentage point in 1996 shows that the trend is still

rising.

The implicit tax rate on o 5

has come down from the peak of 1981-92,
rose again in 1896 to 24.1%. Energy taxes increased
their share of GDP by 0.2 percentage point in
1995 due to an increase In excise duty on liquid
petroleum. Environmental  taxes temporarily
decreased by 0.1 percentage point in 1995 owing to a
decline in revenues from the tax on motor vehicles
caused by a fall in car saies. This was reversed in
1996,
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FINLAND STRUCTURES OF THE TAXATION SYSTEMS IN THE EURQOPEAN UNION
1980 1985 1988 1989 1930 1891 1992 1993 1994 1995 1996
A, Evolution and Structure as % of GDP
[ndirect taxes 13.4 144 153 155 151 i52 150 148 145 138 145
VAT 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 7.8 8.2
- Excise duties 53 51 4.8 4.7 4.6 4.8 4.9 5.0 4.9 4.9 5.0
.others 8.1 2.3 10.6 10.9 10.5 10.4 101 9.8 9.6 1.3 1.3
Direct taxes, incl. ) 14.8 17.3 17.9 17.8 18.7 18.7 18.0 16.2 17.8 17.9 197
. Personal income (7) 13,5 18.0 184 161 165 164 1680 154 169 155 1865
Corporate income {7) 1.2 1.3 1.3 1.4 2.0 2.0 1.6 0.4 0.6 2.0 2.9
social Contributicns 8.7 g2 10.0 1041 116 13.0 138 145 152 145 140
employers’ 7.0 7.0 8.0 8.2 9.4 10.7 10.3 10.3 10.2 10.2 9.9
employees’ 1.2 1.5 1.3 1.2 1.3 1.3 2.0 2.7 3.3 3.0 2.9
self-employed 0.5 0.7 0.7 0.7 0.9 0.9 1.5 1.6 1.7 1.4 1.2
B. Splitting by Receiving Administrative Level as % of GDP
Central Government 20.3 227 241 24.4 24.2 25.4 24.8 22.6 23.0 22.1 23.7
Local Government 8.0 9.2 9.2 8.9 8.9 9.8 9.7 2.8 106 10t 109
Sociat Sec. Funds 8.8 3.0 100 1G4 11.3 116 124 1341 14.0 134 13.0
EC Ingtitutions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.7 0.7
C. Structure according to the Economic Function as % of GDP
Consumption 132 141 153 156 152 152 151 148 146 140 145
Labour 22.0 24.6 25.8 255 27.6 28.9 282 28.9 311 29.3 28.7
emplcyed 213 237 250 248 266 278 276 272 203 278 284
self-employed 0.8 0.8 0.8 0.8 0.9 1.0 1.6 1.7 1.8 1.5 1.3
Cther Factors 1.7 2.2 2.2 2.3 2.7 2.8 2.6 1.9 1.9 3.1 4.0
Total 369 409 433 434 454 468 468 455 476 463 482
of which energy 1.8 1.7 1.0 1.0 1.2 1.4 1.5 1.9 2.0 2.2 2.3
of which environm. 0.1 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.1 0.2
D. Implicit Tax Rates
Consumption 183 188 208 218 207 190 184 184 187 184 190
Labour empioyed 392 430 459 458 476 472 481 809 568 543 533
Other Factors 11.5 16.1 16.4 16.9 22.0 30.1 25.9 19.9 18.5 20.2 241
" Panly estirmated.
T !
Implicit Tax Rates !
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

SWEDEN

From 1995 to 1996 the aggregate level of taxation in
Sweden increased by 4.3 percentage peints to 54.1%
which is the highest ratio in the European Union. After
a decline In the general tax burden in the first half of
the 1980s, the ratio is now closer to the peak level of

1989,

The strangest increase took place in indirect taxes
(+2.2 percentage points) which now account for
30.5% of total taxation (16.5% of GDP} which was
mainly dué to a large increase in revenues from VAT
(+28.7%). Direct taxes are still the most imgcrant
part of revenues but today account for only 41.4% of
total taxation or 22.4% of GDP. The most important
diract tax is the income tax from households (85% of
total direct taxes). This income tax is mainly lavied by
municipalities and is paid as a withholding tax.

In 1896 social security contributions accounted for
28.1% of total taxation {(15.2% of GDP). Employees’
social contributions which were only introduced in
1983 grew strongly but still only account for 2.2% of
GDP; employers’ contributions increased by almost
18% and are now at 12.8% of GDP, the highest value
in the Union.

As their main source of revenues, municipalities levy
an income tax on households which accounts for the
largast part of taxes on perscnal income In Sweden.
The local taxes increased from 14.6% of GDP in
1980 to 18.6% in 1892. Until 1995 the trend had been
downward but in 16896 the share increased to 17.4%
of GDP.

The functional structure of taxation 1980-1993

The overall tax level increased from 48.1% of GOP in
1980 to a maximum of 568.1% in 1889, Afterwards it
decreased again to 50.1% of GDP in 18393 following a
major tax reform implemented in two steps. The first
one in 1990 was dominated by changes in indirect
taxation, such as introducing VAT on energy
consumption, amounting to roughly 30% of the total
reform. The second step in 1991 was dominated by
changes in the income tax system.

The importance of consumption taxes increased over
the period as their share in total faxation increased
from 23.3% in 1980 to 26.6% in 1983, which was
just about equal to the EU average. Measured as

a % of GDP, the share increased from 11.5% in
1980 to 13.3% in 1993, which was above the EL
average of 11.0%. The implicit tax rate (ITR} on
consumption was 16.1% in 1993, which was higher
than the average of 13.7%. The reason for ihe
relatively high taxation on consumption ts mainly the
nigh VAT rate {standard rate: 25%) and high taxes on
energy consumption, ncluding taxation of carbon

dioxide emissions.

The taxation of labour {(employed and self-employed)
increased from a level of 35.1% of GDP in 1980 to
37.7% of GDP in 19890. The share went down to
32.4% in 1993 as a resuft of the tax reform which
aimed at reducing the tax burden on labour. The main
change happened from 1892 {o 1993 when the pay
roll tax was reduced and sccial security contributions
by emgployers were partly converted to employees’
contributions. Measured as a % of total taxation,
taxes on labour decreased steadily frem 71.6% in
1980 to 64.6% in 1983, The implicit tax rate on
employed labour increased from 50.9% in 1980 (o
58.2% in 1888, It then decreased to 51.3% In 1993

The taxation of other factors of production (than
labour) is among the lowest in the EU. It has,
however, increased from a level of 2.5% of GDP in
1680 to 4.4% in 1993. The implicit tax rate on other
factors of production was stable at a level between
30% and 33% from 1980 to 1985. In 1988, it
increased to 38.3% and moved further up to 58.3% in
1990 followed by a downward trend to 40.5% in 18983,
The development of the ITR was strongly influenced
by the rather volatile development of the net operating
surplus of the Swedish economy.

Taxes on energy accounted for 2.7% of GDP in 1983
Energy taxes in Sweden were always above EU
average. The environmental taxes accounted for
0.6% of GDP in 1993, just below the EU average of

0.7%.
Developments since 1994

In 1994 an austerity package was passed through
Parliament in several steps starting in November
1994 with the aim of strengthening the public finances
by SEK 126 billion in 1998. Approximately 45% of the
improvement stems from increases in taxes and
levies; this is one of the explanations behind the
increase in the overall tax burden in 1995 and the
strong increase in 1996.

Due to the higher VAT and excise revenues, the
implicit tax rate on consumption increased from
14,8% In 1995 t0 16.1% in 1996.

The implicit tax rate on employed labour increased
stepwise from 51.3% in 1993 10 57.6% in 1996.

The fall in the implictt tax rate on other factors of
production (than labour) from 40.5% in 1993 to 34.9%
in 1994 and 32.5% in 1995 can be explained by the
large increase of the net operating surpius. Between
1993 and 19895, it grew by 49%. In 1996 the [TR on
other factors of production increased dramatically to
47.4% due to a strong increase in tax revenues
(+32%) and a drop in the net cperating surplus
{-12%).
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SWEDEN STRUCTURES OF THE TAXATION SYSTEMS IN THE EURCPEAN UNION

1980 1985 1988 1989 1990 1991 1992 1993 1994 1995 1996

——
A, Evolution and Structure as % of GDP

Indirect taxes 135 165 164 181 171 177 182 156 149 143 165

VAT 6.5 7.0 7.3 7.5 g2 87 75 84 81 70 80

: Excise duties 3.9 4.8 4.5 4.4 4.2 3.9 4.0 4.0 4.1 4.1 4.3

others 3.0 4.7 4, 4.2 47 50 44 31 27 32 42

Direct taxes, incl. 216 211 243 252 234 199 205 208 212 215 224

#  Personal income 503 194 216 224 213 189 189 187 187 185 182

: 1.2 1.6 2.8 27 20 10 15 20 24 29 31

4 ‘Corporate income

Social Contributions 141 12.5 13.8 14.7 15.1 15.0 14.3 13.7 13.6 13.9 15.2
employers’ 13.5 11.8 13.2 141 14.4 14.6 13.8 12.9 12.4 11.9 12.8

~ employees’ 9.0 0.0 0.0 0.0 00 00 00 04 08 1B 22

.. gelf-employed 0.6 0.6 0.5 0.7 0.7 0.5 0.5 0.4 0.3 0.4 04

B. Splitting by Receiving Administrative l.evel as % of GDP
Central Government 251 27.8 30.5 30.8 291 253 219 219 225 229 247

Local Governmeant 14.6 14.2 14.8 14.6 15.0 16.0 18.6 17.7 16.6 15.8 17.4
Social Sec. Funds 9.3 8.0 9.2 10.5 11.4 11.3 10.5 10.5 10.6 10.4 11.3
EC Institutions 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.7 0.7

C. Structure according to the Economic Function as % of GDP
} ‘Cansumption 11.5 13.1 13.2 13.3 13.7 13.9 12.8 13.3 13.0 115 12.7
Labour 35.1 33.4 36.4 a7.8 377 351 343 324 323 334 356
- employed 33.2 31.5 34.4 35.6 35.6 334 32.5 307 30.7 317 33.9
; --self-empioyed 2.0 1.9 2.0 2.2 21 1.7 1.8 1.7 1.6 16 1.7
Other Factors 2.5 3.8 48 50 4.2 3.6 3.9 4.4 4.4 4.9 58
Total 49.1 50.0 54.4 56.1 55.6 52.6 51.0 50.1 49,7 49.8 54.1
of which energy 1.9 31 2.8 2.8 2.6 2.4 2.5 2.7 2.7 2.6 2.9
of which environm. 0.8 0.7 08 0.7 0.7 0.7 0.6 0.6 0.4 0.4 0.4
D. Implicit Tax Rates
Consumpticn 14.2 16.5 18.9 17.2 17.5 17.3 15.7 16.1 16.0 14.8 18.1
Labour employed 50.9 52.7 57.4 58.2 57.2 54.2 53.3 51.3 52.6 586.1 57.6

Other Factors 32.8 33.8 45.0 51.9 583 475 425 405 349 325 474

Implicit Tax Rates

1980 1951 1482 1983 1084 1985 1986 1987 1988 1989 1090 199t 1882 1993 1994 1985 1996

— —(onsumption ===\ anour employed = = = Other Faclors
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STRUCTURES OF THE TAXATION SYSTEMS IN THE EUROPEAN UNION

UNITED KINGDOWM

Since the United Kingdom entered the European
Union its overall level of taxation has always been
lower than the Union average. In the first half of the
1690s the difference between the Union average tax
burden and that in the United Kingdom widened as
many States increased the tax burden while it was
significantly decreased in the United Kingdom. In
1096 the share of total taxation as % of GDF was

only 35.6%.

Indirect taxes constituted 41.3% of total taxation in
1996, which is almost nine percentage peints higher
than the Eurcpean average. About hali of the indirect
taxes are VAT and a quarter excise duties.

Direct taxes account for 14.7% of GDP or 41.3% of
total taxation which is higher than the average owing
to the low averall level of taxation. Taxes on personal
income account for around 72% of direct taxation;
taxes on corporate income (corporation tax and
petroleumn revenue tax, which is a special income tax
on ol companies), account for a quarter of direct
taxes.

The share of social contributions in GDP (8.3%) or
total taxation (17.79) is amongst the lowest in the
Community.

The United Kingdom is a unitary State. More than
79°, of total tax revenues are received by central
government; it is the highest share in the whole
Jnion. Local government authorities receive only
06% of total taxation. Before the reform of local
finances in 1990, the share of local taxes was around
11%. Receipts of social security funds are well below
the Union average (1696: 6.6% of GDP compared to
15.3%).

The functional structure of taxation 1970-1993

Movements in consumption taxes in the United
Kingdom were similar to those in most Member
States: a moderate decline in the first half of the
1970s was {oliowed by an increase in the 1880s and
1980s which re-sstablished the former GDP shares.
While consumption taxes as a % of GDP were below
the European average in 1873 (8.7% compared 1O
10.3%), the percentage was above average In 1993
(14.8% compared to 11.0%}. in most countries the
relative importance of consumption taxes declined
hut the share of consumption taxes in total taxation in
the United Kingdom increased from 27.8% in 1970 10
356% in 1993 mainly as a result of successive
ncreases in VAT rates. The trend of the implicit tax
rate is similar: after decreasing in the first half of the
1970s, it reached a level of 13.6% in 1993, 1. e 0.6
percentage point mere than in 1970,

The share of taxation on employed labour as a % of
GDP increased in the first half of the 1870s (1970

14.4% 1975 17.49%:). Afterwards i gropped (1983
14.1%}. The share of taxation of employed tabour as
a % of total taxation was 38.9% in 1970: by 1975 1
had grown to 47.2%, and it declined 1o 42.6% in
1993, Compared to the EU average. taxation of
employed labour is relatively low in the United
Kingdem, mainty as a conseguence of the low social
contributions, Of particular interest is the trend of the
implicit tax rate on employed labour. Fcllowing a
marked increase from 24.5% in 1970 to 27.2% in
1980, it declined in the 1980s and early 19980s and

has only recently begun to increase again.

There appear to have been major developments in

taxes on factors of production other than labour. This

probably exaggerates the real trend given the
heterogeneous nature of the taxes included and the
fact that some are very sansitive to the economic
cycle. It also reflects changes in the taxation on the

surplus profits of North Sea oil producers and the

results of tax reclassifications. The share of taxes on
other factors of production (mainly corporation tax,
tax on capital gains and taxes on land and buildings

or the rents therecf} as a % of GDP was the highest .

n the EU in 1970: 11.8% compared to an average of
5.5%. Since 1991

production other than labour can be seen even more

clearly. In 1970 their share in total taxation was twice :

as high as the Europsan average (31.9%); in 1993

the share stood still at 20.5%. The implicit tax rate on

other factors of production reflects the cyclical nature
of these taxes and might also be affected by some

data difficulties for the UK: starting at 67.6% in 1970 -}

(European average 27.7%), It fell by more than half to
33.7% in 1893,

The share of energy taxes in GDP or total taxation
remained relative stable. In 1970 it stood at 2.6% of

GDP (7.0% of total taxation); in 1893 the figures were ' §

2 990 and 58.7%. The relative shares of anvironmental

taxes deciined from 0.9% of GDP in 1970 to 0.6% of ¥

GDP in 1893.

Developments since 1994

Since 1993 the overall tax burden has somewhat
increased from the historically lowest value of 33.1%
of GDP in 1993 to 356% of GDP

higher taxes on other factors of production.

a marked decrease can be -
observed. In 1393 the share of taxes on other factors -
of production was almost the same as the European |
average (6.8% of GDP). Measured as a % of total
taxation the relative importance of taxes on factors of =

in 1925 ¢
Accordingly the shares of consumption taxes, labour §
taxes and taxes on factors of production other than 3
labour measured as a % of GDP have increased t00.
The structure of taxation within this increasing tax .
revenue has changed slightly in the direction of lower ;
taxes on consumption and labour and somewhal
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STRUCTURES CF THE TAXATICN SYSTEMS IN THE EUROPEAN UNION
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1970 1975 1980 1985 19890 1991 1992 1993 1§94 1995 1996 %
‘A, Evolution and Structure as % of GDP
Indirect taxes 15.8 12.9 15.5 15.5 14.0 14.6 14.4 14.0 14.0 14.4 14.7
VAT 0.0 3.1 51 6.0 6.1 6.5 7.0 8.8 71 7.0 8.9
Excise duties 8.2 4.5 4.1 4.5 3.9 3.9 3.8 3.8 3.8 3.9 4.1
others 9.4 5.4 8.3 51 4,0 4.1 35 3.4 3.1 3.5 3.7
Direct taxes. incl. 16.0 17.0 14.2 15.5 151 14.0 13.1 12.4 12.9 13.7 147
Parsonal income 111 13.4 104 g9 101 10.3 10.0 95 9.7 .9 106
Corporalg income 3.1 2.2 2.9 4.6 4.0 3.2 2.7 2.5 2.7 3.3 3.6
Social Contributions 5.3 6.9 6.4 71 8.7 8.7 6.6 6.7 6.6 6.7 6.3
amployers’ 2.6 3.8 3.6 3.4 37 37 3.6 3.7 3.5 3.4 3.4
employeas’ 2.5 2.8 2.7 3.5 2.8 2.8 2.8 2.8 2.9 3.0 2.6
self-employed 0.2 0.2 0.1 0.2 0.2 0.2 0.2 0.2 02 0.2 0.2
B. Splitting by Receiving Administrative Level as 9% of GDP (°)
Central Government 28.2 26.0 25.5 26.4 27.4 28.1 26.8 25.7 26.2 271 28.2
Local Government 36 4.0 3.7 4.0 1.1 0.2 0.2 0.2 0.2 0.2 0.2
Social Sec. Funds 51 6.5 6.0 6.8 6.3 6.3 6.2 6.3 6.3 6.3 6.6
EC Institutions 0.0 0.3 0.8 1.0 0.9 0.6 0.8 0.9 0.8 1.1 0.6
C. Structure according to the Economic Function as % of GDP
Consumpticn 10.3 2.9 10.1 11.3 10.8 11.8 11.8 11.8 12.1 12.3 12.4
Labour 14.6 17.8 16.4 14.7 14.2 14.5 14.3 14.3 14.5 14.8 15.0
employed 14.4 17.4 16.2 14.5 14.0 14.3 14.1 14.1 14.3 14.6 14.8
self-employed 0.2 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Other Factors 11.8 10.0 9.4 11.9 10.4 8.7 7.7 6.8 6.8 7.5 8.0
Transfers 0.3 0.3 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2
Total 37.0 36.8 36.1 38.2 35.7 35.3 . 341 33.1 335 34.7 35.6
of which energy 2.6 1.4 1.4 1.9 1.8 2.1 2.1 2.2 2.3 2.2 2.3
of which environm. 0.9 0.8 0.8 0.8 0.8 0.7 0.7 0.6 0.6 0.8 0.6
D. Implicit Tax Rates
Consumption 13.0 10.8 12.4 13.8 13.0 12.9 13.7 13.6 14.1 14.5 14.6
Labour employed 245 28,7 27.2 26.2 24.4 247 24.6 25.2 261 26.8 27.3
Other Factors 67.6 74.7 62.4 82.5 571 51.0 42.0 33.7 31.8 35.3 36.8
(" Partiy 2stimateq.
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V. CROSS-COUNTRY TABLES
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European Commission

Structures of the taxation systems in the European Union — 1970-1996
Luxembourg: Office for Official Publications of the European Communities
1988 — 117 pp. — 21 x 28.7 cm

Theme 2. Econcmy and finance (violet)
Series A: Yearbooks and yearly statistics

ISBN 92-828-5021-8

Price (excluding VAT) in Luxembourg: ECU 17.50

This velume deals with taxation systems in the European Union Member States. with taxes broken down
into different categories (labour, consumpticn, energy and environment); effective tax rates and recent
changes in the tax laws of the Member States.
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Price (exciuding VAT} in Luxembourg: ECU 17.50
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