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Abstract

The impact of the current financial crisis on changes in the taxation of
consumption, labour, and capital in the European Union.

The responses reflected in the tax policies pursued in the EU countries to
the current crisis will be analysed in three ways:

1. Distribution of total tax burden by economic function, i.e. assessment of the
share of taxes on consumption, labour, and capital in relation to GDP and
total tax revenues. Therefore, the analysis will cover backward-looking tax
burden indicators;

2. Analysis of trends in the implicit tax rate (ITR) on consumption, labour and
capital. The ITR is an indicator which expresses the relation of tax burdens
levied on different activities to total revenue from this activity. The ITR
takes into account the legislation and the resulting tax burden(s) which may
affect the behaviour of various entities and their decisions. This approach is
described as forward-looking effective tax rate;

3. Trends in the EU countries are compared with the changes taking place in
Poland. This includes an explanation of the specificity of the fiscal policy
pursued in Poland.

4. For the purpose of this paper we used statistics prepared according to the
methodology adopted by the European Commission, published in “Taxation
trends in the European Union”, Eurostat 2012.

" PhD., Full Professor at the University of kfdFaculty of Economics and Sociology,
Department of Macroeconomics
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1. Introduction

The economic and financial crisis that began in 8&@0gnificantly
changed fiscal policies in the EU countries. Therdased public expenditures
caused by anti-cyclical policies pursued in themantries resulted in an increase
in budget deficits and the public debt. This regdichanges in tax policy aimed
at balancing the budget and stimulating econonoavgr.

The response reflected in the fiscal policy pursinetthe European Union
to the current crisis will be analysed in three siay

1. Distribution of total tax burden by economic fumctj i.e., the share of taxes
on consumption, labour, and capital in total taxereies. This analysis will
cover backward-looking tax burden indicators.

2. Analysisof trends in the implicit tax rate (ITR) eonsumption, labour and
capital. Such an approach is described as a fowakihg effective tax rate.

3. Tendencies observed in the EU countries will beamad with the changes
taking place in Poland. This includes an explamatibthe specifics of the
fiscal policy pursued in Poland.

For the purpose of the paper, the statistics psateby the methodology
adopted by the European Commission, published axafion trends in the
European Union, Luxembourg 2011 and 2012’ were.used

2. The influence of the crisis on budgetary revensefrom taxes

In the 1980s and 1990s, in the countries of Wedinmope, due to the
extensively developed public finance sector budgmtenues from taxes
accounted for an average of about 40% of GDP, whilsome countries the
revenues exceeded even 50% of GDP (Sweden, Denmar&)of the objectives
of the EMU (Economic and Monetary Union) was tocghBne the budgetary
policy of its members, which would allow for redogithe tax burden. Analysis
of the statistics indicates that the adopted dis@py measures began to have an
effect; budget expenditures began to fall. In 26408 trend was halted. Due to
the recession, public spending began to increasie whthe same time budget
revenues from taxes began to decline. Nonetheale£)10 the total budgetary
revenues from taxes still exceeded 40% of GDP wers®f 27 European Union
member states: Denmark - 47.6%, Sweden - 45.8%giBeIl- 43.9%, France -
42.5%, Finland and Italy - 42.1 %, and Austria -082. At the same time in six
EU member states the share of taxes in relatioB@® ratio was lower than
30%: Latvia - 27.3%, Romania - 27.2%, Ireland -228. Bulgaria - 27.4%,
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Lithuania - 27.1%, and Slovakia - 28.1% (Taxatioents in the European
Union, p. 180).

Statistical data on the EU-27, EU-17 and Polandl@4d) indicates that
fiscal policy in Poland is clearly different frorhe policies pursued in other
European Union countries. Some basic differencessufollows:

1.Under the counter-cyclical policy pursued in 200& a2009, a major
increase in public expenditures in the Europearob/obuntries took place,
by 5 percentage points in both the EU-27 and EUPLIblic expenditure in
Poland increased to a lesser degree at that tiyn@.2percentage points).

2. Due to the decline in GDP, the budget revenues feotas decreased in the
EU-27 countries by 1.5 percentage points, whilthsnEU-17 the decrease
was 0.9 percentage points. In Poland, the dectineutdget revenues was
significantly worse (3.0 percentage points). Thaslthe was caused less by
the recession than by previous decisions on tag (he transition from
2009 onwards to a two-bracket system for persamame tax (18% and
32%), replacing the previous three tax bracketd 3%, 30%, and 40%,
together with a reduction in pension contributions2006 and 2007; from
13% to 6%) (Krajewska et al 2011, pp. 91-93)

3. The tax burden in the Polish economy is much lotiven the EU average,
and moreover the difference has been deepeniragént years.

Table 1. GDP growth rate and public spending and tarevenues (in relation to GDP)

Specification 2005 | 2007 | 2008| 2009 201
EU -27

GDP growth rate ( %) 3.7 3.0 0.5 -4.2 2.3
Public expenditure (% of GDP) 46.9 45.6| 47.1 51.1 0.65
Budget revenues from taxes (% of GDR) 366 371 366 35.8 35.6
EU -17

GDP growth rate ( %) 2.6 3.9 15 -5.2 2.1
Public expenditure (% of GDP) 46.( 46.0 47.1 51.2 1.05
Budget revenues from taxes (% of GDR) 37|10 373 36/936.5 36.4
Poland

GDP growth rate ( %) 3.6 6.8 5.1 1.7 3.8
Public expenditure (% of GDP) 43.3 42.2 43.2 444 544
Budget revenues from taxes (% of GDR) 32|18 3418 34/331.8 31.8

Source: GDP growth rate and public spending: EatpS§taxes:Taxation Trends in European
Union, EC, 2012, pp. 180, 220, 224, 234, 238, and 242.
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3. Distribution of tax burden by economic function

Taking into account the tax base, three types ofedacan be
distinguished: tax on consumption, tax on labond &x on capital.

Taxes on consumption involve indirect taxes, i.&TYexcise, and other
taxes levied on goods and services purchased tgeholds.

Taxes on labour include income tax on the employegtial security
contributions paid by employers and employeespémel tax burdens on labour.

Tax on capital combines various taxes, such aso@gincome tax (CIT),
personal income tax (PIT) on business, tax onrtbenie of the self-employed, on
income from capital, and income from the wealth sandngs of households.

The decrease in tax revenues in relation to GDésléa changes in the
structure of the tax burden on different typesativily (Hemmelgarn, Nicodeme
2010). The share of taxes on consumption has reahaelatively stable, although
in Poland a slight decrease was noted. The revdnuastaxes levied on labour
(PIT and social security contributions) are incregsalthough in Poland this
trend is less pronounced compared with the EU-2I7EA+17 averages (Table 2).
The recession in the EU has led to a decrease ishidre of taxes on capital in the
budget revenues in relation to total GDP. In Poldine share of this tax category
in overall budget revenues remains at the samé laweis higher than in the EU.

Table 2. Taxes on Consumption, Labour, and Capital a% of Total Taxation

Taxes on 2005 2007 | 2008 | 2009 | 2010 |
EU -27

Consumption 34.6 335 33.2 334 334
Labour 45.6 45.0 46.4 48.0 47.3
Capital 19.6 215 20.5 18.8 18.4

of which CIT 8.7 9.9 9.5 8.0 7.7

EU -17

Consumption 33.2 31.7 31.7 31.7 323
Labour 45.6 44.6 46.5 48.2 48.0
Capital 21.3 234 22.0 20.3 19.9

of which CIT 9.0 10.3 9.8 8.4 8.4
Poland

Consumption 37.6 37.0 37.6 36.2 36.6
Labour 39.0 37.3 38.1 38.6 36.3
Capital 24.4 26.0 24.6 254 254

of which CIT 7.6 7.9 7.9 7.2 6.3

3 Arithmetic average

Source: Calculations based draxation Trends in European Uni@®12, European Commission,
Brussels 2012, pp. 221, 225, 235 and 259.



heél'Effect of the Financial Crisis... 33

4. Implicit tax rate

The implicit tax rates (ITR) on consumption, labocamd capital are
presented in Table 3. ITR is an indicator expraegdhe relation of the tax
burden imposed on various types of activities ilatien to the total revenue
from this activity (Devereux et. al. 2002). The I'BR consumption measures the
percentage of all consumption taxes to the ovesgdenditures on consumption
incurred in a country, the ITR on labour measuhesshare of taxes levied on
labour (income taxes and social security contrdng) in the total gross wages
earned in a given economy. The ITR takes into aucexisting legislation and
the tax burden resulting therefrom, which may afftee behaviour of different
actors and their decisions. There are no distiiffdardnces between the average
rates for the EU 27, EU-17, and Poland. It is aigmificant that the tax burden
on consumption and capital went down during thelstperiod. The ITR on
labour rose however, although the trend in Polaras wpposite (due to
decreased PIT and pension contribution).

Table 3. Implicit Tax Rates on Consumption, Labouiand Capital

ITR on: 2005 2007 | 2008 | 2009 | 2010
EU -27

Consumption 21.7 22.0 21.4 20.9 21.3
Labour 34.2 34.1 33.8 32.2 334
Capitala) 27.0 26.7 25.7 24.4 215
(of which CITP 24.0 22.8 21.7 18.7 16.7
EU -17

Consumption 213 215 20.8 20.5 20.7
Labour 33.7 33.8 34.0 335 34.0
Capital 24.9 27.0 25.9 24.8 23.4
(of which CIT) 22.0 245 23.0 19.9 18.7
Poland

Consumption 19.7 21.4 21.1 19.0 20.2
Labour 33.8 34.1 325 30.9 30.1
Capital 20.7 234 22.6 20.2 20.5
(of which CIT) 21.0 20.3 20.3 14.9 12.8

3 Arithmetic means

SourceTaxation Trends in the European Unig@12..., op. cit., pp. 256, 257, 258 and 260.
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5. Tax on consumption

While the average EU-27 consumption taxes accamalbout one third
of total tax revenues, their share in the budgétsdividual countries is very
much diversified. In the 1980s, during a successixension of the Common
Market, the historical nature of these differenees clearly emphasized and
countries with “southern” and “northern” tax meittak observed (Hansmeyer,
Mackscheidt, p. 570). In countries with the “souttigax mentality the share of
the informal economy is high and the efficiencytax administration is low.
In this situation the expansion of consumption sacemd especially excise taxes,
makes it possible to provide the budget with tareneies which “escape” direct
taxes. In countries with “northern” mentality, tarllection is higher and the
state budget may be based more on income taxesfirfBhegroup includes

Greece, ltaly, Portugal, and Spain, while the sédnoludes Sweden, Denmark,
Germany, Austria, and Belgium.

The EU measures to harmonize VAT and selected exwisducts were
designed both to create better conditions for tae flow of goods and services

in the common market, and to achieve a better baldetween direct and
indirect taxes.

After the EU was enlarged by 12 new members thgatnaemerged large
differences in the structure of budget revenue® iéw member states have
a clearly “southern” structure of budgetary reven(ieable 4).

Table 4. The share of consumption taxes in the tdtdudget revenue from taxes (in %) Selected

countries
Total consumption taxes

Country

2005 2006 2007 2008 2009 2010
EU -27 34.6 34.2 33.6 33.3 33.2 34.4
EU -17 33.2 32.8 32.2 31.7 31.7 32.3
Austria 28.7 28.1 27.7 27.2 28.2 28.1
Belgium 24.7 25.1 24.7 24.0 244 24.7
France 25.8 25.3 25.2 25.0 25.6 25.6
Greece 35.0 36.5 36.4 36.0 355 38.9
Poland 37.6 37.3 37.1 37.6 36.2 38.6
Estonia 41.8 42.3 41.3 36.8 40.6 39.8
Lithuania 37.9 36.9 384 37.8 38.2 42.5
Romania 44.2 42.3 40.7 40.1 384 42.4
Bulgaria 50.7 53.9 49.3 53.2 50.8 53.0

SourceTaxation Trends., op. cit., pp. 221, 222.
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Table 5. The share of excise duties on tobacco asidohol in overall budget tax revenue (in %)

Country 2005 2006 2007 2008 2009 2010
EU -27 3.3 3.3 3.3 3.2 3.6 3.6
EU -17 3.1 2.9 2.9 2.7 3.0 3.0
Austria 1.6 1.6 1.6 14 15 1.5
Belgium 1.7 1.7 1.6 1.5 1.6 1.6
France 13 1.6 1.6 15 1.7 1.7
Greece 4.2 4.1 4.1 3.6 4.5 4.7
Estonia 5.7 5.2 5.7 4.2 7.0 5.0
Lithuania 4.3 4.5 4.4 4.8 5.3 55
Romania 4.4 4.3 4.4 4.4 5.6 5.5
Poland 6.1 5.6 5.3 6.4 5.1 6.3
Bulgaria 6.3 7.2 8.0 8.8 9.5 9.1

SourceTaxation Trends., op. cit., pp. 221, 222.

In 2010, consumption taxes in Bulgaria accountedb®0% of total tax
revenues, while the same share in Belgium was 24THére are also serious
differences in the share of taxes on tobacco acwhal (VAT + excise tax) in
total tax revenues (Table 5), ranging from 9.1%utgaria to 1.5% in Austria.

Revenues from these taxes comprise a fairly siamfi share of the
budgets of several countries: Estonia (5.0%), Raangn5%), Lithuania (5.3%)
and Poland (6.3%)laxation trends., pp. 323, 325).

During the crisis, consumption falls, which leadsitdecrease in revenues
from indirect taxes (Boeter 2006). In this situatithe state may respond in two
ways: reduce consumption tax rates to stimulateemgge demand, or increase
the rate of VAT and excise duty in order to ‘satlee state budget. During the
current crisis, the first measure has been usedraeely (Table 6).

In 2008, Portugal reduced the standard VAT ratd Iper cent. In 2009,
the VAT rate in the United Kingdom was temporaridysed by 2.5 percentage
points (but in the next year returned to the presimte), and in 2010, the VAT
rate was raised in Ireland by 0.5 percentage poteduction in excise duties
on energy products in the years 2009-2011 toolegladour countries. On the

other hand, a widespread practice has been toaserthe standard VAT rate
and excise duties on fuel, tobacco, and alcohd)l€T3).
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Table 6. Changes in the standard VAT rate in the Eldountries in 2008-2012 (in percentage points)

2008 2009 2010 2011 2012
Portugal (-1) Estonia (+2) Czech Republic (1) Latvia Cyprus (+2)
Ireland (+0,5) Finland (+1) Poland (+1) Irelan@)+
Latvia (+3) Greece (+4) Portugal(+2) Hungary (+2)
Lithuania (+1) Spain (+2) Slovakia (+1) Italy (+1)
. . Great Britain
Hungary (+5) Lithuania (+2) (+2.5)
Great Britain
(-2.5) Portugal (+1)
Romania (+5)
Great Britain (+2,5)

Source: Own compilation based draxation trends.ap. cit.”.

The fiscal effects of these actions are not cl&atistical data for the
years 2007-2010 shows that although the consumistiorates increase, this is
not reflected in the level of implicit tax rates consumption (which measures
the relationship between the amount of indirecesaand the total domestic
households’ consumption expenditure). In 2010, 8ncthuntries in the EU-27
the ITR on consumption was lower than in 2007, emaining countries it
increased slightly, less than 1 percentage poamd, only in Estonia was the
increase higher by 2 percentage points (due toreddncrease in VAT rates
and excise duties).

The downward trend in the ITR on consumption wagdsult of two factors:

* A change in the consumption structure, consistih@r increase in the
consumption of basic goods covered by lower rates.

* An increase in inventory levels at various stagegroduction in late 2008
due to the economic downturn, and a significantgase in VAT refunds.

« It is also worth noting the wide variation of ITR consumption in different
EU countries ranging from 31.5% (Denmark) to 14.84Spain in 2010
(and even 12.6% in 2009) and 15.8 % in Greece0kD2the ITR was the
highest in countries with the highest VAT rate, ¥2%YAT) rate in Denmark
(31.5%), Sweden (28.1%) and Hungary (27.2%). Thee&d burden on
consumer spending was recorded in Spain (12.3%grenvine standard rate
for 2009 was 16% (and then increased to 18%) amedar (14.0%), where
the VAT rate was 19% (and only in 2010 rose to 28¥&)ation trends.,

p. 358). The level of ITR on consumption is affect@part from the
standard VAT rate) by many factors, including timeoants of preferential
rates and scope of their use, the amount of exkiges, and the structure of
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consumption of products subject to different ratds example is

Luxembourg, which in terms of the ITR ranked fou(fv.3%), slightly

behind Sweden, and also has the lowest standagdofa¢ AT (15%) and

three preferential rates: 3%, 6% and 12%, whilestiere of indirect taxes in
relation to GDP (11.9%) is lower than the EU-27rage of 13.4%.

Table 7. Changes in excise duties in EU countrigs2009-2011

Direction Fuel and energy Tobacco and alcohol
of changes
2009
Estonia, Greece, Hungary, Latvia, Finland, Hungary, Latvia, Lithuania,
Increase . ! . - . . 4 ;
Lithuania, Romania, Slovenia, Spain| Romania, Slovenia, Spain
Decrease Italy, Lithuania
2010
Bulgaria, Czech Republic, Denmark, Bulgaria, Cyprus_, Cz_ech Republic,
. . Denmark, Estonia, Finland, Greece
Increase Estonia, Greece, Hungary, Latvia, S :
. Hungary, Latvia, Lithuania, Poland,
Slovenia .
Slovenia
Decrease Lithuania, Poland, Slovakia
2011
Bulgaria, Cyprus, Czech Republic,
Increase Poland, Lithuania Estonia, Lithuania, Latvia, Hungary,
Romania, Slovakia, Poland
Decrease -- -

Source: Taxation trends in the European Union. Eacuthe crisis: The main impacts on EU tax
systems, European Commission, Eurostat 2011, p. 22.

6. Taxes on labour

Taxes on labour, i.e. taxes on individuals who irecénheir income from
employment (Personal Income Taxes, or PIT), togethth mandatory social
security and health contributionsccount for about half of total tax revenues in
the EU-27 (47.3% in 2010, representing 17.5% of 5DP

In the past few decades, the tax burden on lab@s imndergone
a significant evolution because a lot of pressues Wwut on governments to
increase public expenditures. Tax progression anfiétionary increases in
income were used to this end and “pushed” the tg¢painto higher tax

' The payroll tax, found in some countries, is assified as a tax on labour.
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brackets, supplying the budget with more incomeavds only at the end of the
last century, when attention was paid to the negagiffects of an excessive
burden on labour, that initiatives were startedgies] to increase the demand
for labour, especially among low-paid and unskildrkers, and to boost

incentives to work (Carone, Salomaki, No. 160/20The changes in personal
income tax and compulsory social security contrdng were aimed at lowering

the taxes and contributions for the lowest earrrss increasing their amount
of tax-free income, and introducing allowancesléov paid workers.

The structure of tax revenues in the EU-27 is digewhich is reflected in
the share of taxes on labour in total tax revefiable 8).

The lowest share of taxes on labour was recordddalta (32.2%) and
Bulgaria (32.9%), while in as many as 14 counttiescounted for over 50% of
the total tax revenue: Sweden (56.4%), Germany2¢66), Austria (55.0%),
Denmark (51.7%), Finland (53.4%), Spain (55.0%),arE€e (54.9%),
Netherlands (55.0%), Belgium (54.1%), Estonia (%3.9Slovenia (52.2%), the
Czech Republic (52.3), and ltaly (51.6%). In Pol&mel share of labour-related
taxes accounted for 36.3%, so it was much lowerl(bpercentage points) than
the average in EU-27 (Carone, Salomaki p. 327).

Taxes on labour burden both employees (PIT + dwutidns) and
employers (contributions + payroll taxes in somantoes). In 2009 and 2010,
these relations were in the EU-27 as follows: thedens on employees
comprised 55.6% of the overall tax on labour, andemployers, 44.4%. In
Poland the relation was similar: (56.7% and 43.3%)e highest relative tax
burdens are levied on employees in Denmark (97.8%tgin (71%) and Ireland
(72.5%) (Carone, Salomaki, pp. 329, 333).

Table 8. Taxes on Labour as % of Total Taxation

Country 1995 2005 2007 2008 2009 2010
EU -27 48.1 45.9 45.0 46.4 48.0 47.3
EU -17 47.8 45.6 45.0 46.5 48.2 48.0
Malta 36.1 32.7 29.9 30.4 31.0 32.2
Bulgaria 42.1 37.0 311 30.2 33.7 32.9
Cyprus 37.0 324 27.0 28.8 34.8 35.5
Poland 45.9 39.0 37.3 38.1 38.6 36.3
Belgium 55.5 52.9 52.4 53.3 55.0 54.1
France 53.2 52.8 52.0 52.7 55.4 543
Sweden 62.1 59.5 57.6 59.7 58.7 56.4

Source: Taxation Trends in the European Union 26f2¢it., pp. 225.
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Table 9. Implicit tax rate on labour in the EU in 2007-2010 (in %)

Country 2005 2007 2008 2009 2010
EU -27 34,2 34,1 33,8 32,9 334
EU -17 33,7 33,8 34,0 335 34,0
Italy 41,1 42,4 43,0 42,6 42,6
Belgium 43,6 42,4 42,5 41,9 42,5
France 41,7 41,4 41,5 41,1 41,0
Austria 40,8 41,0 41,3 40,3 40,5
Hungary 38,4 41,0 42,1 41,0 39,4
Poland 33,8 34,1 32,6 30,7 30,1
Romania 28,1 30,2 27,3 28,6 27,4
Ireland 25,4 25,7 25,3 25,5 26,1
Bulgaria 33,2 30,4 27,4 25,5 24,4
Portugal 22,4 23,7 23,3 23,1 234

Source: years 2007-200%axation trends. 2011, op. cit., p. 97; 2010Faxation trends. 2012,
p. 257.

The implicit tax rate on labour (ITR) is an importaneasure of the tax
burden on labour considered as a share of tax bsiidgosed on the employees
and employers in the total gross wages paid terajployees in the economy.
The European Commission data (Table 9) shows higatatal burden on labour
costs in EU-27 decreased slightly during the criBism 34.1% (in 2007) to
32.9% in 2009, and slightly rose to 32.4 (in 2010)2010, (compared to 2007),
the ITR increased slightly only in a few countrigs Poland, the ITR on labour
decreased from 34.1% in 2007 to 30.1% in 2010ec#fig both a reduction in
personal income tax rates in 2009, and earlier atshs in pension
contributions.

During the crisis, a trend was observed to lowert#x burden on labour,
which was beneficial for both employees and engepurs. Employees received
a greater part of their wages in the form of digies income, which stimulated
consumer demand. Lower taxes also result in loabkour costs, which may
encourage employers to increase employment andike mew investments.

7. Taxes on capital

While investigating the tax burden on capital thedpean Commission
takes into account income from various sources.eham
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» Corporate income tax — CIT,;

* Income from economic activity, such as a small hesses and self-
employment;

« Taxes on wealth, capital and savings held by hadeland enterprises;
« Taxes on capital transactions.

Taxes on capital are very sensitive to economicdsg Madzierz 2011,
pp. 63-64). This is demonstrated by the declinimgre of these taxes in relation
to GDP in the EU countries, from 8% in 2007 to 7.4P2008 and to 6.7% in
2009. The share of this tax in the total budge¢neres is also varied. The lowest
is in the Baltic States (Latvia - 2.5% of GDP, Eés0- 2.6% of GDP, Lithuania
- 3.3% of GDP), while in four EU countries it exdee10% of GDP
(Luxembourg and the UK - 10.5% of GDP, Malta - 20.9f GDP and Italy
(11.2% of GDP). The sharpest declines in the sbittes tax in relation to GDP
took place mainly in the countries where the taxdbuo of this tax was the
highest Taxation trends., p. 336).

Among the taxes on capital, the CIT provides thrgdat revenues. The
revenues from this tax are affected by the stagutot rate on corporate income,
tax base, and especially the method of calculatedyctible costs, the scope of
tax deductions, exemptions, and the extent of theie, and the level of
corporate profits. In recent years the share opa@te income tax revenue is
falling, mainly due to declining corporate profits

Nonetheless, revenues from this tax represent nibem 40% of
budgetary revenues from capital taxes (Table 1®)Pbtland, the share of
revenues from corporate income taxes in revenwes frapital income is much
lower and the pace of decline is faster, from 36i6%995 to 24.7% in 2010
(compared to 41.7% in EU-27). It is worth notingtthhe decline in revenues
from CIT in Poland was taking place at a time wRetand had a lower decline
in GDP than in other countries, and net profit¢hi@ business sector grew from
3.3% in 2008 to 4.1% in 2009. The profitability icators in the private sector
were somewhat higher - 3.4% and 4.2% respectieelg,therefore there was no
substantive reason for such a large decline insi@re of CIT in budget
revenues.

21n earlier years, especially since 2004, the giafitax rate on corporate income was lowered
at a rapid pace in many countries. This processref@sred to as “unfair competition” and was
launched by the new member states, which wantedititact foreign investment to their countries
by lowering the corporate income tax rates. Thession brought an end to the substantial cuts in
corporate income tax rates, (the so-called “racthéobottom”). (A. KrajewskaPodatki w Unii
Europejskiej Taxation in the European UnigrPWE, Warsaw 2010, pp. 128-146).
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Table 10. Structure of revenue from all capital tars (in %)

Taxes on capital 1995 | 2005] 2007] 2008 2009  201p
EU -27

Taxes on corporate 435 453 46.0 46.8 42.8 41.7
Income

Taxes on household 10.0 10.4 10.7 9.8 9.6 9.2
Income

Taxes on self-employed ;| 19.0 18.1 19.7 21.4 21.6
Income

Taxes on capital/wealth 25.4 25,3 25.2 23.7 262 .6 27
EU -17

Taxes on corporate 40. 43.1 44.2 45.0 41.6 42.3
Income

Taxes on household 9.2 101 113 11.0 10.4 8.1
Income

Taxes on self-employeq 54 5 20.8 19.0 19.7 22.2 23.3
Income

Taxes on capital/wealth 26.5 26.0 25.5 24.8 258 .2 26
Poland

Taxes on corporate 365 34.1 303 32.1 27.9 24.7
Income

Taxes on household 05 5.0 54 41 31 9.7
Income

Taxes on self-employeq g5 g 38.6 43.7 41.9 46.9 43.3
Income

Taxes on capital/wealth 275 22.3 20.6 21.9 221 322

Source: Calculation based oraxation Trends in European Uni@®11..., op. cit., pp. 341, 343,
345, 347 Taxation Trends.2012, op. cit., pp. 235-245.

The tax on capital resources, assets and savitaykgsof capital/wealth)
is another item in the group of capital taxes. Thisaccounts for 5-6% of GDP
and 20-25% of revenues from capital taxes. Thexaarsignificant differences
between the tax burdens on this account in the Buntcies and Poland.
However, the budget revenues from taxes on cagitdlhousehold savings are
in Poland lower (by a factor of almost two) thanotfer countries. However,
this can be considered as typical of transitiomeaoues.

Another source of budgetary revenues from capataig taxation of self-
employed income. These revenues account for 4%udddtary revenues from
taxes and for as much as 26.4% of revenues fromat#gxation. In the EU-17
it is just the same (4.5% and 23.3% respectivdly)Poland the situation is
clearly different. Taxes paid by the self-emplogedstitute 12.1% of budgetary
revenues from taxes, which accounts for as muet8a9 of the total revenues
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from capital taxes. These statistics cause oneotwlgr the methodology of
calculating the tax burden adopted by the Europ€ammission, which
recognizes self-employment income as capital incorhe income of the self-
employed is influenced both by the capital necgstarun a business and by
income, which should be recognized as income fiamur. Even assuming that
half of the income from self-employment is incomenf labour would
substantially decrease the tax burden on capitdl wmould increase the tax
burden on labour.

Tax burden on capital can be measured using thedifRapital. This
indicator demonstrates what percentage of inconmirgp from capital is
assigned to wealth, investment, and savings. Thekeveng of economic
activity resulting from the crisis has decreasesl IfR on capital in the EU-27
from 26.7% in 2007 to 21.5% in 2010 and in the EUfbm 27.0% to 23.4%.
In Poland, the decrease was relatively higher mf@8.4% to 20.5% although
the recession in Poland was much milder.

The data on the tax burden on capital by economictfon (Table 11)
shows that:

1. The corporate ITR is higher in the EU-25 and EUthZn the ITR on
business income of households and self-employed;

2.During the study period the changes in the corporéfR are
multidirectional. In 11 countries we can observ@lexrease (sometimes
even very large, e.g. in Spain, from 63.1% to 24,986t simultaneously in
six countries the tax burden was significantly @ased;

3. The decline in corporate ITR in Poland (from 20.494.2.8%) was greater
than the EU average;

4. The average EU-25 ITR indicators for other capit@iomes (capital and
business income, capital and business income ahéial corporations and
self-employed) are slightly lower than the corperasicome tax and have
exhibited a lower rate of decline during the remsss

Table 11. Implicit tax rate on capital* (in %)

ITR on capital 1995 | 2005 | 2007 2008 2009 2010
EU-25 23.6 27.0 26.7 25.7 24.4 215
of which

- ITR on corporate 27.0 24.0 22.3 20.8 18.4 16.7
income (CIT)

- ITR on capital and
business income

- ITR on self-employed
income

17.0 17.9 19.6 18.7 171 15.6

10.5 13.4 14.3 12.7 12.3 11.7
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EU-17 24.8 24.9 27.0 25.9 24.8 23.4
of which

- ITR on corporate 224 22.0 23.8 21.7 19.2 18.7
income (CIT)

- ITR on capital and 182 176 19.9 192 17.8 16.9
business income

- ITR on sel-employed | 4, , 12.0 14.4 132 13.0 12.8
Income

Poland 20.9 20.7 23.4 22.6 20.2 205
of which

- ITR on corporate 46.8 21.0 20.4 20.3 14.7 12.8
income (CIT)

- ITR on capital and 14.9 15.9 18.6 17.6 15.9 15.9
business income

- ITR on self-employed | g 4 126 162 14.9 148 165
Income

* Arithmetic means
** without Bulgaria and Romania

Source: Years 1995, 2007-200Faxation Trends.2011, op. cit., pp. 360, 361, 362, 363, 2010—
Taxation Trends.2012, op. cit., pp. 258-261.

8. Conclusions

The following conclusions arise from the analysfstioe structure of
budget revenues in 2007-2010:
1. The crisis has contributed to a decline in budgetevenues from taxes. At
the same time, stabilization measures have ledctreased public spending.
In this situation the role of the fiscal functiohtaxes is increasing;

2. The majority of budget revenues come from taxekbaur. And this is the
only tax whose share in the overall tax revenuesvgn the years 2007—
20009;

3. The share of income from taxation of consumptiorfaigly stable - it
accounts for about 33% of budgetary revenues frared, despite an
increase in VAT and excise duties;

4. The revenues from taxation of capital have decceasignificantly,
especially CIT, in relation to total budgetary neves from taxes.

Comparison of ITR on consumption, labour and cagita the study
period allows for the following conclusions:
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1.The ITR on labour is the highest. In 2007, the EUp2rsonal income tax

(PIT) and social security contributions (SSC) tbgetcomprised 34.1% of
gross wages, in 2009 less than 32,2% and 33.4%0189.2The ITR on
labour has decreased because of the efforts maderig countries towards
reduction in taxes and contributions for the lowesstners, and also because
of the decline in wages due to the crisis;

.There is a slight decline in the tax burden on woam#ion (ITR on

consumption) - from 21.9% in 2007 to 21.3% in 20Tfis has occurred
despite the increase in the standard rate of VAJ extise tax increases.
This means that the structure of consumption isrgaing transformation.
The share of products and services with the prefiale VAT rate is
increasing. Such a shift in the structure of corion structure mostly
concerns the lowest income households;

. The effective tax rate on capital (ITR on capita$js reduced over the study

period from 26.7% to 21.5%, i.e. by 5.2 percentpgats. It should be
emphasized though, that it was the corporate inctaxgcorporate ITR)
that decreased the most - from 22.3% to 16.7%,bye5.6 percentage
points;

. The decreased share of revenues in relation to &iDBed by the crisis has

resulted in a decreased implicit tax rate on comutiam, labour and capital.
The tax burdens on capital have decreased ra@dly,the tax burdens on
labour have decrease only to a very small extemtfgéict are barely
perceptible). Therefore the ITR, as another measfrefiscalisation,
confirms that the costs of the crisis are borneth®yy employees to the
greatest extent. This shift in the tax burden iatiis that tax policy is to
a greater extent geared to implement the fisctierahan the redistributive
or stimulatory, function or to encourage demand drerefore it does not
help alleviate the economic crisis.

In Poland, the changes in the tax system do noicote with the trends

observed in other EU countries. Poland’s spedfiags in the fact that:

1. The decrease in budgetary revenues from taxeslatior to GDP was

greater than in other EU countries and was notnagexuence of the decline
of the GDP growth rate, but rather was the resiltearlier political
decisions on tax cuts (including the shift frometlrpersonal income tax
brackets of 19%, 30% and 40% to two-tier scale88band 32%).

2. The decrease in budgetary revenues did not signific affect the structure

of budgetary revenues from taxes.
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3. The decrease in revenue from taxes on consumptiorel@tion to GDP)
was higher than the average in EU-27 and was acaomeg by
a pronounced reduction of the ITR on consumption.

4. The structure of budgetary revenues from taxe®wdifsignificantly from
that observed in the EU-27. The difference is thaPoland the share of
revenue from taxation on labour in the overall tdgy revenues from
taxes is lower by 11 percentage points, while Haresof consumption taxes
and capital taxes is higher.

5. Although the share of taxes on labour in the oVeealenues from taxes is
clearly lower, the ITR on labour in Poland is altnsisnilar to EU average.
This can be explained by the low level of gross egagh Poland. This
hypothesis is confirmed by the low share of emplegtrcosts in relation to
GDP. In Poland these costs amount to 37.2% of GibiHe the arithmetic
average for the EU-27 is 46.4% of GDP

6. Despite the relatively high share of taxes on edjpit budgetary revenues,
the tax burden on corporations is relatively lovd atso the effective tax
rate (corporate ITR) is lower than in most EU coiest

7. The relatively high share of capital taxes in thaligh budget can be
explained by taxes collected from the self-emploged small businesses.
According to the terminology used in the Europeaym@ission, these
taxes are regarded as taxation of capital. In Riglamost self-employed
businesses do not have large capital; a signifipartion of their taxes can
thus be regarded as taxes on labour. At the sangg the taxes they pay in
Poland represent 12.1% of total budgetary revecarapared to 4.0% in the
EU-27, so these taxes are more than three timesrhigPoland than in the EU.

In Poland, the process of shifting the tax burdesmf capital (and
especially from taxation of corporations) to lab@md consumption is taking
place at a faster rate than in other EU countries.

Statistical data shows that in time of crisis, lueden of maintaining the
country is based on taxation of labour rather tbartaxation of capital. How
should this be assessed? There is no clear answer.

Supporters of the liberal approach consider thisctibn of tax burden
evolution to be correct. The reduced tax burden daotrepreneurs fosters
investment and employment and thus helps econoooyee from the crisis.

3 Data for 2010. Calculations based on Statistical Yearbook of Polish Republi@us,
Warsaw, 2011, p. 885.
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The Keynesians believe that the tax burden on labeduces consumer
demand and hampers the process of recovering fierarisis, and also leads to
increased social disparities.

There is also another option — that the consequseotcée crisis should
be incurred to approximately the same degree bly bapital and labour. It is
also worth noting that the recent prevailing viesvthat the burden of crisis
should be shifted from the poor to the rich, andmfr employees to
entrepreneurs.
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Streszczenie

WPLYW KRYZYSU NA OPODATKOWANIE KONSUMPCJI, PRACY
| KAPITALU W UNIl EUROPEJSKIEJ

Celem artykutu jest pokazanie wpltywu kryzysu naamyniw opodatkowaniu
konsumpciji, pracy i kapitatu w faych krajach UE.

Reakcja polityki podatkowej na obecny kryzdzie analizowana w trzech aspektach:

1. Analiza obcizeri podatkowych rozpatrywanych wedtug ich ekonomidzriyakcii,
czyli udziat podatkdéw ohgtajgcych konsumpej prace i kapitat w fcznych
dochodach bugktowych z podatkéw oraz w relacji do PKB.

2. Analiza trendéw dotygzych ukrytych (efektywnych) stawek opodatkowarha (t
implicite tax rate — ITR) konsumpcji, pracy i kahit. ITR jest wskémikiem, ktory
pokazuje relacje mdzy obcizeniami podatkowymi nakladanymi na dany rodzaj
aktywngci gospodarczej (konsumpgjprace lub kapital) i cznymi dochodami
osigganymi z okrélonego rodzaju aktywroi. ITR uwzgidnia legislacyjne aspekty
podatkoéw i inne czynniki wptywgje na ostateczne oléenia podatkowe, a zatem
wywiera wptyw na zachowaniaaidych podmiotéw gospodarczych i podejmowanych
przez nich decyzji.

3. Trendy obserwowane w krajach UE goréwnywane ze zmianami dokayaymi se
w Polsce. Sktania to zarazem do przedstawienia ysiecpolityki fiskalnej
prowadzonej w Polsce w ostatnich latach.

Materiaty statystyczne wykorzystane w artykule pdehz opublikowanego przez

Komisp Europejsk raportu: ,Taxation trends in the European UnionEurostat 2012.



