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Abstract: The issue of tax harmonization at EU level is Ineiog more present in the global crisis
context, as it is both accepted and disputed bythrepean officials that manifest their preferefare
either coordination or tax competition. The cribess generated, among other things, large budget
deficits and a dangerous crisis of debts in the auea, a situation that has attracted many follewe
in terms of tax harmonization. There is a Europeagulated Area, a unique European market,
European unique currency and common monetary palligh regard the criteria relating to public
finances (budget deficits, public debt). We askselwes to what extent it is necessary to achieve
coordination or even tax unification and how ddeet thelp. This paper examines, according to the
statistical database, the level and type of taratim categories of taxes and as a share of GDP, in
Romania compared to EU countries, in order to fgldhie current situation, the existing differences,
the prospect of good European practice. If we spéaax harmonization in terms of being acquired
by Romania, the conclusion is that we can not tepoly to the technical or quantifiable aspects, as
compared with the best results in European aremuse they do not represent a guarantee of similar
results. The fiscal policy must be both a preratpisnd a consequence of sustainable economic and
financial policies, and the tax harmonization cafydelp insofar as it relates to the relationships
between states and not at the tax level.
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1. Introduction

This paper examines, based on statistical data,etlwution of taxation in
Romania, the level and type of taxation, on taxedegories and as a share of
GDP, compared with EU countries in order to clatfifie current situation, the
existing differences, directions and steps thatdcbe taken for tax harmonization
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or the need of the good practice takeover. Theyaadl! statistical data are taken
from sources that provide a unified statisticalnfeavork — ESA95 harmonised
system of national and regional accounts so thertables the comparative analysis
of some heterogeneous tax systérifswe follow the distribution of the total tax
burden in the EU in 2009, we state that Romanthdsgroup of countries with the
lowest taxes, that is less than 30% of GDP to tbeakzerage 38.4% (compared
with U.S. - 24% or Japan with 28.1% in same peridddwever, Romania is
unable to raise its finance, that is to boost tbenemy and improve the living
standards and the solutions on this matter shoeldobused not on increasing
taxation, so unbearable as reduced as it appeeanstfre European perspective, but
increasing the degree of discipline in the fieldonder to improve the collecting
degree and reduce tax evasion, reducing bureauarat\efficient administration,
clearer legislation and without interpretationgsel correlation with the economic
and financial policy. On the other hand, there Eneopean countries that have a
very high tax - between 45 and 50% in Denmark anddgn, for example, but the
economy is strong, the standard of living is pattdy high, the crises are less and
the measures to prevent and counteract of theictsfire more efficient.

The tax harmonization involves interpretations éation to other concepts, for
example the cooperation and tax coordination, e tetails can make a
difference, depending on the area to which thegteelThe same problem occurs in
all the unions that are being created, being gélgeralid the statement according

to which “Harmonisation does not mean total eqadilan and egalitarianism (like

in socialism). The nations shall keep their patédties in culture and tax culture.”

(Petersen, et al., January 2010)

2. EU Positions in the Field of Tax Harmonization

The founding Treaties and the subsequent ones @f Bhropean Economic
Community review and decide on issues concerning Hlarmonization of
legislation in European area on "the way in whitltdn be harmonized in the
interest of the common market the internal right different Member States
relating to turnover taxes, excise duties and otimirect taxes" (The
Establishment Treaty of the European Economic Conityu 1957) or "the
harmonization of legislation concerning the turnmowaxes, excise duties and other
indirect taxes, to the extent that such harmoroeats necessary to ensure the
establishment and functioning of the internal mamkehe established time." (The
Treaty on European Union, 1992) and “the adoptidnpmvisions for the
harmonization of legislation concerning turnovexets excise duties and other
indirect taxes, to the extent that such harmoropats necessary to ensure the

! http://epp.eurostat.ec.europa.eu/portal/pagefforauct_details/publication?p_product_code=KS-
DU-11-
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establishment and functioning of the internal marked to avoid distortion of
competition.” (Consolidated version of the Treaty Buropean Union and the
Treaty on European Union, 20i@ased on these facts, we can see that when it
comes to tax harmonization, it is aimed mainlyratiriect taxes in terms of fair
competition, as the price of products that aredtaoin the common market include
VAT and excise duties. In the field of direct tagat a relative harmonization
regarded the tax on turnover tax and corporatditax& a country, where there is
an economic and financial relationship with otheervber States, so they are
concerned also the interests of other states, asithe cases of mergers, divisions,
transfers of assets or subsidiarity relation antheresociety or a common system
of taxation applicable to payment of interest anddeénds between affiliated
companies belonging to different Member States.

Tax harmonization as shown in the European documents, consistshef t
coordination of Member States' tax systems in ortferavoid uneven and
competitive changes in national fiscal policiesjahhcould undermine the internal
market?

The fiscal Maastricht limits provide an additiosalfety belt. The Maastricht limits
on deficits and debt aim largely at safeguarding@tary policy credibility and, as
yet, its Member countries have not planned a maormamic stabilisation role at
the Community level. (Hoeller, Louppe, & Vergriel®96)

Tax harmonization can be interpreted as an instntirteereach the objective of a
WeII—pé-:‘rforming single market or a fundamental kewards European political
union:

The taxation domain remained largely within theisiea of Member States. On
several occasions, the European Commission redterigs conviction that a full
harmonization of tax systems of Member States isnegessary, as long as they
comply with the EU legislation, being sufficient lpra better coordination of
national policies in this regafd.

At the same time, the fiscal policy should favagraater cooperation between tax
administrations, in terms of control and fight agi fraud. Thus, in taxation
context, the community legislation desires to beda for combating tax evasion
and to avoid imposing over the Member States’ bsradé, in terms of a strong
administration, properly equipped.

! http://eur-lex.europa.eu/roftreaties/index. htmi#iting
?http://ec.europa.eu/romania/documents/eu_romania/t80.pdf;
http://ec.europa.eu/taxation_customs/index_en.htm.
3 Francisco J Delgado, Maria Jose Presno, Conveegehfiscal pressure in the EU — a time series
approach,
http://uniovi.academia.edu/FranciscoJDelgado/P#965/Convergence_of the_fiscal_pressure_in
_the_European_Union_a_time_series_approach.
4 COM(2006)823 (pdf 61 Kb)
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The community acquisn taxation area aimed at indirect taxes primafdgusing
on value added tax and excise duties regimes. Aupte unique currency in 17
of the Member States requires the establishmesbwie common shares for VAT
and common rules for business taxation.

If the initial decision was that the fiscal and bethry policies should be
established at national level, however recentlg,Earopean officials said that the
decision to create the euro area, of not to integrahe finance in a European
framework, can be modified (in December 201The harmonization of imposing
bases for corporate income tax is an initiativeettgyed in special communication
of the European Commission in 260the idea was resumed from the point of
creating a common basis for taxation of profitstioa financial crisis background.
Major European countries desire the tax corporatéitp unique in the European
Union, namely the creation of a common profits’.thke European Commission
wants its implementation in order to reduce or &late the investors’ difficulties
that should take into account 27 different taxeyyst. Germany and France already
have committed to better coordinate its policiesaonand labor market, in order to
support the euro area convergence and anticipagonsnto this direction. It is
proposed a leveling or alignment both of tax bawktax share, in which case the
tax will not be a criterion for investment decisioin one country or another. The
changes would be favorable for multinational congsneliminating the double
taxation of profits and creating the possibilitytak consolidation for companies
groups.

The political will for the purposes of strengthapithe fiscal framework of the
European Union is a strong signal in supportingdfitheal sustainability in the euro
area and the events that precipitate in this dnesapproaches that target common
measures, is a powerful signal throughout the erfld space, in anticipation of
future mutations in the fiscal-budget field.

During 2010, the European Council decided to stiesg the coordination of
reform and fiscal- budgetary policies in the MemlStates so that the future
economic policy decisions at EU level are constsael integrated.

But still, at the national level, the fiscal anddpetary strategy on 2011-2013
period of the Ministry of Public Finance of Romdsi&overnment states that, as
tendencies, the continuance of improving the lagish by harmonizing it with the
Community law by national legislation transposirighe Directives adopted at EU
level in VAT and excise duties domdirRelatively to direct taxes, it is said the

! http://www.efin.ro/stiri_financiare/international

2 Towards an Internal Market without tax obstaclesstfategy for providing companies with a
consolidated corporate tax base for their EU-widghdaties Communication from the Commission,
23.10.2001.

3 http://ec.europa.eu/europe2020/pdf/nrp/cp_romanipdf

* http://discutii.mfinante.ro/static/10/Mfp/strataghiSTRATEGIA_FB_27sept.pdf, pg. 31, 32.
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idea of maintaining, on medium term, of the unicrare of 16% and of social

contributions’ shares. On the other hand thougls, estimated that “the way of the

recession is proving to be slow, because the fispace to boost economy is

small”, which can only infer that tax, as currertbnceived in Romania, is unable
to provide a boost to the economy and the rolenaintcial leverage is less visible

and effective. It should thus be considered thesesuand what can be done in the
fiscal policy domain, so as to achieve the desaeahomic boost. In this respect,

the EU experience and best practice can be a latkdrwathy of consideration.

3. Coordinates of the Current Taxation System in Rmania in the
European Context

Regarding the indirect taxes, the standard rat¢Adf in Romania is of 24% from
1 July 2010, there were taken measures to rise fitefiore this date it was 199
rate of 9% applies to certain supplies of goods serdices provided by the Tax
Code and since 2009, a rate of 5% applies for kboizsing. With the same date it
was also extended the tax base. It remains hoveeweimber of exemptions from
paying the VAT. The government declares the infenthe period 2011-2013, to
promote a fiscal policy that would provide sustaitity to the economic growing
process by maintaining the current reduced VAT estfar

Increases were applied periodically and the exasées, mainly for fuel,
cigarettes, coffee etc.

Most important aspects aimed at direct taxatiomeig taxation of individuals’
income and of companies’ profit in Romania, comfiragn the unique share, set at
16%. Of the 27 European Union countries, the imtligl income is subject to
progressive taxation in 25 countries and the basenique share is practiced only
in seven countries, namely: Lithuania (33% by 20@6uced to 15 % currently),
Estonia (26% by 2006, reduced to 21% currentlyyieaf25%, increased to 26%
in 2010), Slovakia (unique share from 2004, 19%) Romania, 16 % of 2005,
unique share starting with 2008, Bulgaria (10%) @zdch (15%).

Taxing the physical entities relates to a uniquarstof taxation system which,
since 2005, replaced the previous system of pregesjuota with four levels of

taxation ranging from 18% to 40%. This quota gelhergpplies to income from

independent activities, royalties, income from mwgaand immovable assets,
income from sale of listed shares, interest incfnmim bank deposits. On the other
hand, as series of income is deductible or exengot tax on wages. The nature
performance is taxed normally as meal tickets Weate exempt from tax until July

1 GEO no. 58/2010 for amending and supplementing haws71/2003 regarding the Fiscal Code and
other tax financial measures, published in Offidfnitor no. 431/2010.
2 http://discutii.mfinante.ro/static/10/Mfp/strataghiSTRATEGIA_FB_27sept.pdf,
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1, 2010. The pension income is taxed but only whemceeds a certain threshold
value, adjusted from time to time (currently, thiseshold is 1,000 lei, less a bit
over 230 euros).

The corporate income taxation in Romania followes ¢hassic system: the profit is
taxed at the corporate’s level and the profit,riisted as dividends, is taxed at the
level of company and at individual shareholderse Standard rate is 16%, lower,
when before 2005 it was 25%. The dividends receifredh other Romanian
companies are exempt from taxation. From May 1,92@0was introduced a
minimum tax for companies between 2200 and 43 0@® hdised on gross income.
The costs incurred for the carrying out activiteee generally deductible, but the
fuel costs for companies’ means of transport are demluctible under certain
conditions, provided explicitly by the current Igigition. For activities such as
gambling, nightclubs or casinos there is a mininaire% tax on the turnover. The
microenterprises pay the same tax as other congafgeof October 1, 2010 the
minimum tax was eliminated and it is applied th&clate on corporates’ profit.
The legal entities whose turnover is the equivatdnip to 100,000 euros for the
previous year and have up to 9 employees havehbieeg; since 2011, between
paying a tax of 16% and pay a 3% income tax frora tbrnover. The
microenterprises will not be able to choose, thesothat derive income from
banking, insurance, gambling, management and dimgactivities.

Regarding the tax on wealth, it is clear that esahte properties are subject to local
taxes on housing. The fee ranges from 0.1% fowiddals and between 0.25%
and 1.5% for companies to 5% and 10% in certauasdns. Earth, both built and
unincorporated, is subject to all local taxes. lldeaes have increased by about
20% in 2010.

The social contributions were at a higher levelingpesubject to numerous
proposals for reduction, in combination with in@gieg the minimum wage as a
factor to stimulate consumption. In fact, maintaghthe existing rates is supported
by the politicians in power for 2012 as well. Sbasurance contributions are paid
both the employer and employee and increased i@ B9A..5%. From February 1,
2009, the employees with normal working conditipay for social contributions
monthly 10.5% of income. Employers contribute aai of 20.8%. Higher taxes
for employers of up to 30.8%, can be applied taispeonditions of employment.
Also, other categories of insured persons are feemesl between 31.3% and 41.3%
Social Security Contributions. In addition, both payees and employers
contribute to health insurance fund and unemploymémd. All social
contributions are deductible for establishing ineotax. Employers have other
contributions, such as accidents at work and od@ua diseases (between 0.15%
and 0.85% of monthly gross income for 2009-2011e&ve and health insurance
benefits (0.85%), contributions to the GuaranteedHior payment of wage claims
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(0.25%). An evolution of the main mandatory sodctantributions is in the
following table:

Table 1. The evolution of social security contribubns rates in Romania
% Of payroll

The main mandatory 200 200 200 200 200 200 200 200 2009
social contributions 1 2 3 4 5 6 7 8 -
2011
CAS - social security 35,0 350 345 315 31,5 293 29,0 289 31,3
contributions
-  Theemployer 23,3 233 250 220 220 198 195 194 20,8
(normal working

conditions)
- Employee 11,7 11,7 9.t 9,k 9,5 9,k 9,k 9,k 10,k
Unemployment 6,0 6,0 45 40 40 3,5 3,0 15 1,0

- Employer 5,0 5,0 3,5 3,0 3,0 2,5 2,0 1,0 0,5

- Employee 1,C 1,C 1,C 1,C 1,C 1,C 1,C 0t O0f
CASES — health 140 140 135 135 135 135 125 11,5 10,7
insurance contribution

- Employer 7,0 7,0 7,0 7,0 7,0 7,0 6,0 55 52

- Employee 7,C 7,C 6,5 6,5 6,5 6,5 6,5 6,C 5t
Total 55,0 55,0 525 49,0 49,0 46,3 445 41,8 43,0

- Employer 353 353 355 320 320 29,3 275 258 26,5

- Employee 19,7 19,7 17C 17, 17,C 17,C 17,C 16, 16,

Through out the time, there is a strong downwardi¢acy between 2001-2009,
with a slight increase from 2008 in 2009-2011, bothemployers and employees,
but their share in GDP is increased in relationetoployees and authorized
physical entities (Table 2).

The European Commission published online the repbakation trends in the
European Union - 2011 Edition", under which the texenues in Romania are as
follows";

http://ec.europa.eu/taxation_customs/resourcesfdents/taxation/gen_info/economic_analysis/tax_
structures/2011/report_2011 en.pdf.
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Table 2. The evolution of tax revenues in Romania the structure -% of GDP

Romania | 20000 2001 200p 2093 20p4 2405 2006 2007 8 £0BOOY
Indirect taxes 12,2 | 11,3 | 11,6 | 123 | 11,7 | 129 | 12,8 | 12,6 | 12,0 | 11,0
VAT 65 |62 | 71| 72| 67| 81| 79| 81 79 6]

Excise duties and consumptign3,0 2.8 2,6 3,5 3,6 3,3 3,2 3,0 2.7 3,2
taxes

Other taxes on products (ingdl.2,2 1,6 1,3 1,0 1,0 1,0 1,2 0,7 0,4 0,4
import duties)

Other taxes on production 0,5 0,6 0,6 0,6 0,5 0,5 0,6 0,8 0,9 0,1

Direct taxes 7,0 6,4 5,8 6,0 6,4 53 6,0 6,7 6,7 6,5
Personal income 3,5 3,3 2,7 2,8 2,9 2,3 2,8 3,3 3,4 3,4
Corporate income 3,0 2,5 2,6 2,8 3,2 2,7 2,8 3,1 3,0 2,
Other 0,6 0,5 0,4 0,3 0,3 0,3 0,3 0,4 0,3 (o))
Social contributions 11,1 | 10,9 | 10,7 | 9,4 9,1 9,6 9,7 9,7 9,3 9,4
Employers” 8,1 71 6,5 6,2 5,9 6,4 6,3 6,2 6,0 6,
Employees” 3,0 3,8 4,2 3,1 3,0 3,0 3,3 3,3 3,2 3,3
Self- and non-employed 0,0 0,0 0,1 0,2 0,2 0,2 0,1 0,2 0,1 0,2

Seasonally adjusted data 32,6 | 30,1 | 29,2| 28,4 26, 27,8 27/0 26,7 245 2B,5

Real GDP growth (annual| 2,4 5,7 51 5,2 8,5 4,2 7,9 6,3 7,3 -7,1
rate)

Tabel 3. Evolution of tax revenues on administratio levels - % of total tax revenue

Central government 59,5 | 59,7| 60,1| 62,8 634 63,p 630 622 629 61
Local governmetr 3,9 3,8 3,1 3,5 3,4 3,1 34 4,0 3,2 3,5
Social security funds 36,6 | 365| 36,8/ 33,7 33,2 339 336 330 329 346
EU institution: - - s - - - - 0,9 0,9 0,8

According to table 2, the Report of fiscal revenuesgross domestic product
(GDP) of Romania was 27% in 2009, almost nine peege points lower than the
average of the 27 European Union countries. Evglawver the last 10 years, larger
oscillations are found in the years 1999, 2000h\8id-31% share, in 2001 so far
has maintained a relatively similar share, betwZ&i28% and 29% only in 2007,
even if there were, in time, important changeshia tax system referring to tax
basis, the level of rates or the way of establghitem - progressive or unique rate,
further increases in indirect taxes, mainly VAT aexcise duties etc. Large
developments of GDP, as annual rate (Table 2) esigdhdhis effect, and the
increase of taxes can be considered one of theegaafisGDP reduction. This
situation is reflected in the structure of tax maves as a percentage of GDP, so
that indirect taxes were constant between 11 afd, 1Be European average is
between 13 and 14%, so quite a small differenceomparisondirect taxeshave

a contribution of 7% in 2000 and only 5.3% in 20@&en it was introduced the
unique rate, up to 6.5% in 2009. EU 27 Averagecaidis a share of direct tax of
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GDP of 11.5% in 2004 and 2009, to 12.3 and 12.4920868 and 007, almos
double comparing to Romania. (Chart
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Chart 1 — Statement of tax revenues, iistructure, in EU countries - 2009 % of GDP*

It is interesting to observe the position of Roraaini the EU area, as being one
the top states with the highaecorded results; we find the followinhg

- Total Taxes as % of GD- Romania ranks 26so very little share compared
other European countries, the next position becuypied by Latvie

- Direct Taxes as% of GD- position 24, and also a low share and Eheect
Taxes as % of Total Taxati- position 20 - comparable.

- Direct Taxes as% of GD- Corporate income tax the position 8, reflecting
higher position in the ranking comparo the total weight of taxation.

- Direct Taxes as% of GD- Personal income taxegosition 25, again very lo

- Indirect Taxes as% of GD- position 24 -while in terms of share of Indire
Taxes as% of Total taxation, Romania ranks 9, ithtite indirect taxes represen
large share of indirect taxes in total taxationnpared to other EU countries.
shows sch a feature of taxation in Romania, which retisre on indirect taxe

http://ec.europa.eu/taxation_customs/resourcesfdents/taxation/gen_info/economic_analysis/
structures/2011/report_20_en.pdf
http://ec.europa.eu/taxation_customs/taxation/gén/economic_analysis/tax_structures/article_
7_en.htm
2http://ec.europa.eu/taxation_customs/resourcesfdents/taxation/gen_info/economic_analysis/
structures/2011/report_2011_en.
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than on the direct taxes which may have high téixiehcy, even in economically
difficult situations. If direct taxes have a higbnsitivity to fluctuations in the
economy, when the economy does not work, the netiasbte source of income for
the state remains consumption taxation.

Overall, however, by 2009, the level of taxatiorRieamania is among the lowest in
the EU and significantly lower than that of neighibg countries, Bulgaria and
Hungary. However, Romanians' perception is thaiattem is excessive and
burdensome, with more negative effects than benmeéih idea fueled by the
existence, over time, of a large number of taxesnd the responsibility of

physical and legal entities, an inefficient adntir@gon which leaves the entire tax
burden on the shoulders of taxpayers, and legislatistability that characterized
the Romanian fiscal system.

Year 2010 already brought a series of tax increasethe level of budgetary
pressure and in the same sense, the constructadgebtor 2011 and 2012 to 2014
horizons is considering an increase to over 309%DP in tax revenue, declared
based on the reduction fiscal evasion and subtearaeconomy.Unfortunately,
the threat of global crisis continues, based orsthdamaged economic and social
space in Romania, so that business environmenosi@s alleged in the present
to be necessary, is expected to achieve only surfagasures of reduced effects,
such as "re-scheduling the legal framework for gingninstallments for the paying
the mandatory taxes, the establishment of legigatiadministrative and
operational measures in order to simplify custoonmtlities.?

According Table 3, the central government allocatledre of total income is less
than half of the entire analyzed period, while libeal administration share is on
average of about 3.5%, compared to an averagessfld#o at EU level.

The share allocated ®ocial insurance fundsincreased from 32.9% in 2008 to
34.6% in 2009, about four percentage points ablosdt) 27 Average.

However, as a percentage of GDP (Table 2), thentes allocated to social
security funds are of approximately 1.7% lower tleEU 27 average, the causes
are diverse, including the situation on the labomarkat, namely high
unemployment.

! http://ec.europa.eu/europe2020/pdf/inrp/cp_romaniadf
2 http://discutii.mfinante.ro/static/10/Mfp/bugetZ0DRAPORT_BUGET2011.pdf
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4. Differences of Total Taxation in the EU

Despite the high tax rate, in the year 2009, 13 blemStates registered shares of
total tax revenues under 35% of GDP, of which 6enr2D% (Bulgaria, Ireland,
Latvia, Lithuania, Slovakia and Romania with 27%gven EU countries have a
higher share of 40% total taxes to GDP, among ttieee states with the largest
tax are Denmark (48.1%), Sweden (46.9%) and BeldiBrb%). One can notice a
difference of over 20% between Romania and Dennsrkhe tax burden in the
country with the highest tax is 70% higher than tbwest fees. The data are
presented in Table 4.

These differences are mainly due to taken sociédypmeasures such as pension,
health and education, public employment, etc., oressthat the states can afford,
given the fact that their economic policies arediie.

Technical factors also play a role: some countgesvide social or economic
assistance through tax cuts and not through pspkading, while social transfers
are exempted from tax and social contributionsoime Member States but not in
others. It should be noted that the GDP value takinaccount in determining the
tax rate include also the estimation includes @rimal sector production ("gray or
black economy"); so the high tax evasion can leaal lbwer rate of taxation.

As a general rule, the rate of tax revenue / GDdtgisificantly higher in the 15 old
member states (countries that joined the Unionree®®04) compared to the 12
new Member States, as shown in the following table:

Table 4. Total tax revenues in EU countries (incluithg social contributions)
1999 - 2009, as% of GDP

1999 2000 2001 2002 2003 2004 2005 2006 2007 200809 2
BE 453 450 450 451 446 447 447 443 439 44354
BG 30.6 32t 30.¢ 29.€ 32z 331 34.C 332z 34z 33: 28¢
Cz 34.C 33.¢ 34.C 34 357 374 371 36.7 37.z 36.1 34t
DK 50.1 494 485 479 480 49.0 508 49.6 49.0 48.3.14
DE 417 419 400 395 396 387 388 392 394 39.8.73
EE 32.f 31.C 30.z 31.C 30.& 30.€ 30.€ 311 32: 32z 35¢
IE 31.¢ 31€ 29.¢ 28t 29.C 30.2 30.t 32% 314 29.t 28.2
GR 333 346 332 337 321 312 318 317 324 32.6.33
ES 336 339 335 339 339 345 356 364 371 33043
FR 44.¢ 441 43.& 431 42¢ 43z 43.€ 43.¢ 43z 42t A41.¢
IT 425 41.& 41t 40C 41.t 40.€ 404 42.C 431 42¢& 431
Cy 280 300 309 312 330 334 355 365 409 39.3.13

Yec.europa.eu/taxation_customs/resources/docunseasfin/gen_info/economic_analysis/tax_struct
ures/2011/report_2011_en.pdf
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Lv 320 295 285 283 285 285 29.0 304 305 28%.6
LT 317 301 28.€ 284 281 28: 28%t 294 29.7 30.& 29.:c
LU 38.Z 39.1 39. 39. 381 37.c 37.€ 35€ 357 35€ 37.1
HU 38.2 39.0 382 378 379 374 375 372 39.8 40453
MT 273 282 304 315 314 329 339 337 346 34823
NL 40.4 39.¢ 38.: 37.7 374 37.&% 37.¢ 39.C 38< 39.1 38.
AT 44.C 43.z 45.: 43¢ 43.¢ 434 42 41.¢ 422z 42.¢& 42
PL 349 326 322 327 322 315 328 338 348 34383
PT 341 343 339 347 348 341 351 359 36.8 36.1.03
RO 31.0 30.2 28.6 281 27.7 272 27.8 285 29.0 28.0 27.0
SI 38.z 37.t 377 38C 38z 38: 38. 38: 37.& 37.: 37.¢
SK 354 341 331 331 32¢ 31t 31 29z 29.2 29.1 28.t
Fl 45.8 472 446 446 440 435 440 435 43.0 43B14
SE 518 51.8 499 479 483 48.7 495 49.0 483 47.694
GB 36.z 36.7 364 34.¢ 347 351 36.C 36. 36.£ 37.C 34.C
EU 40.6 40.€ 39.7 39.C 39.C 38¢ 39.z 39.7 39.7 39.: 384
27

Despite these great differences, over the yeatd, 2007 the tax rates tended to
converge, the difference between the highest aadabest rate declined during
2001-2007. In 2008, however, the rates again degaasily, possibly because of
differences between the decreases registered Mehaber States.

In 2008, under the impact of the recession, theras fell below the rising trend

during the last four years. However, the declingulght the rate where it was in
2006 and on long term slightly below the level 60@. Years 2008 and 2009 were
characterized by a quasi-general decrease of tzenues and fees, with major
differences to the extent that some countries hadtdalls (e.g. Spain, Bulgaria,

Cyprus, Ireland, Belgium, Latvia, Poland) whiledthers the effect was limited or
conversely, showed slight increases in 2009 (Est@dérmany, Luxembourg).

In the EU, the GDP progress was relatively upwesederioration being especially
sharp in the second half of 2008; however, althotigh actual rate of growth

decreased by more than 2 points to 0.5%, the wesightverage of the 27 Member
States, some states have had a relatively goodgw@rowth for the entire year.
For example, Romania, Bulgaria and Slovakia hawerteed growth rates in 2008,
the decrease being strongly felt in 2009. Wheroihes to GDP per capita, the
highest recorded level in Europe, in the countmgth high taxation, namely

Luxembourg (GDP per capita: $ 89,562), Norway (Gp# capita: $ 56,920),

Switzerland (GDP per capita: $ 46,424), Netherlaf®i€l2,447) and Austria ($

39,711), except for Ireland ($ 39,999 and taxativR009 under 30% of GDP).
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5. Conclusions

The European Union compared to other developedsarsédhe world and the

potential of emerging countries, is a high tax ale&009, the rate of income tax,
that is the sum of all taxes and social securitytrdoutions in the 27 EU Member
States increased to 35.8% of the GDP average, Wwh#808 and in previous years
it was majority over 39%, more than a third abdwe levels registered in the U.S.
(24%) and Japan (28.1%).

Overall, the tax rate has decreased since 2000 ohuaverage, only a few years.
The requirement to reduce public deficit, stilleatening with repeated and strong
global crisis, has not allowed an endorsement foftsfto reduce taxes. Moreover,
even countries that were located, apparently at,léa its low tax states such as
Romania, project an increase in the next fiscalopeand the public debt crisis

emphasizes this need. The economy is left to thleand ability of managers and

of external developments, while the tax affectsscomption and production. The

real interest declared by public policies, to botst economy seems to be
knocking against the priorities of the moment, rdgay the immediate insurance
of public revenues to the level required by Europdamands and emphasized
prudence that current baneful events induce whioh important European

countries are facing.

Tax harmonization with EU states practices, frommRnia’s perspective can not
be achieved simply by legislative adjustments, aqEanied by increased taxation
and cosmeticizing the business environment withkgop" that fade from one day
to another. Measures as Restructuring tax liabditgheir exemption seems to be
the place they always reach in difficult momentgving the state's inability to
look ahead and to find the most appropriate longrteemedies. The public policy
should focus primarily on the directions that carhiave this goal, namely a
functional market economy and not by "saving" thenmant, as there were the
incomes of the working abroad Romanians or a fdler&limate for a good
agricultural year . We believe that the increasetdn revenues must be a
consequence of solid economic and financial pdicieeal and lasting,
accompanied by fiscal discipline, reducing tax ewas of the subterranean
economy. In addition, the EU's poorest countriesering the rates of taxation are
among the few arguments that can attract foreigestment and encourage the
local entrepreneurs.

If we speak of tax harmonization, the conclusiorthiast we can report both the
technical aspects or quantifiable, compared wighliest results in Europe, as their
implementation is not a guarantee of similar resultax harmonization may
remain on the major directions set by the Europesaties and the tax level, on the
total and in structure is a problem generated ey gblicy mix in regional and
global context.
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