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ABSTRACT. The present papers presents the problem of taxebwatlthe

level of European Union between 2001 and 2006. firee part presents
various opinions regarding the tax burden. The s@quart focused on the
analysis of overall tax burden evolution over trexigpd 2001-2006. The
third part is focused on the overall picture of taxden during 2006 and
makes an overview regarding the three pillars thggport the European
fiscal system.
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1. Definition and forms of tax burden

Considering that there are reasons for the statblippowers) to
supply public goods and services, as well as téoparincome transfers
within society, one must agree that, in order thiexe this, the state
requires funds/ resources. The financing methodgubfic expenses have
changed in time, but there is no doubt that taxegparennially and that, in
the end, no one can avoid completely paying theoa(id, 2000, p. 150).

The natural consequence of establishing taxes aretyowas the
experiencing of a tax burden by the taxpayers.

The constitutional principle of the need for tagati to which
historical reality is added, prove that for a stcieis very difficult, if not
impossible, to exist without taxes. In its turrg thonest taxpayer, with civic
spirit, sees taxes as a necessary evil and consergay them (Hoaa,
2000, p. 161). However, when the taxes exceed ioettderable limits,
when they inhibit initiative or, worse, when theycite to fiscal rebellion
and other such actions, the terms change. Thenarsén a situation in
which the taxpayers fully feel the tax burden eeparalyzing their normal
behavior in economy and society (Hgar2000, p. 161).

Tax burden is a concept closely related to that of taxatioficy,
being often used to describe the former level. Rdweshening or relaxing of
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the taxation policy is often spoken about. Obvigust is a matter of
increasing or lowering the level of taxation, thmedifying the tax burden.
The level of taxation cannot be assessed in reldbahe absolute volume
of taxes, even if its evolution in time is followethe tax volume may change
in the conditions when the state does not modsfglaéims with respect to the
taxpayers, the tax burden remaining constant. €kel lof taxation or the
tax burden signify how burdensome are the taxesnoother words, how
heavy is the tax burden the taxpayers should Gedai( 2003, p. 287).

In order to measure tax burden, the tax-to-GDM® iatcalculated.

It represents ,an indicator for measuring the parevenue extracted
from production, which transit the budget by meahsa mandatory and
public assignment process, instead of being leflyr at the disposal of
private initiative” (Manolescu, 1997, p. 69). Os, @nderlines by other authors,
as well, the tax burden or the fiscal effort refdfedrom an economic aspect,
the value of redistributions as part of the revetnaated in the real economy
being taken over by the state (Corduneanu, 19983)p.

As indicated above, tax burden is, generally, gibgrthe level tax-
to-GDP ratio. There are variations of this ratiepending on the structure
of the fiscal incomes considered. Thus, one caakspéoverall tax burden
andtax burden in the strict sense.

Thetax burdenin the gtrict sense is calculates taking into consideration
only the fiscal returns to the state budget (atctr@ral level and at the level
of the local communities). However, it does nolaef the entirety of the
obligations towards the state and the whole taxalenue.

Therefore, the overall tax burden is calculated by taking into
account, together with the taxes and duties owehke@entral budget and to
the local budgets, the social security contribigjaas well. In theory, social
security contributions differ from taxes with resp® the fact that contributions
should be payments in exchange for social insuraeceices rendered to
the individual, such as health or old age insurahceoractice, however,
workers have little or no control over the levelcolverage and have little, if
any, way of switching funds to obtain the same lleMesocial security
insurance at a lower cost; moreover, social sgcggistems often involve
substantial redistribution between fund memberss€helements tend to
assimilate social security payments to taxes.

For a real image of tax burden, the determinatibthe overall tax
burden is more correct.
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There are also opinions according to which, to witde measure of
taxation expressed by the overall tax burden shtwldadded the entire
budgetary deficit, financed by indebting the staiace the state loans are
nothing other than delayed taxes or taxes cash&dtimanticipation. This
would bethe rate of extended taxation (Tulai, 2003, p. 288; Hoak 2000,
p. 166).

In fiscal practice there are used other derivadeators for measuring
the tax burden (at the national level), among wifldbana, 2000, p. 166;
Tulai, 2003, pp. 288-289):

- Rate of consolidated taxation — eliminates certain tax bites with
redundant character, for the purpose of expressinrg correctly the part of
tax revenue destined to finance the activity of plublic administrations.
The first level of consolidation consists of elimimg the social security
contributions (SSC) and the taxes paid by the puddiministrations. The
second level of consolidation is obtained throughelimination of all self-
financed mandatory tax bitdmeaning not only the ones incurred by the
public administrations, but also those fed throutite revenue transferred
by the public administrations);

- Rate of net taxation — is obtained by eliminating from the
mandatory tax bites the part spent by the stat¢htaxpayers’ benefit in
the form of social or other type of services faniies or the individual and
of subsidies granted to companies. Hence, onlyntia@datory tax bites
necessary for the public administrations’ fundignare taken into account,
all elements merely transiting the public treas(transfers, subsidies or
allowances) being excluded. Such a rate of nettitaxaakes into account
the tax reversibility phenomenon and the existerigeegative tax.

Tax burden at the national level is technicallyedetined by the
needs of financing public expenses, and, as suishan objective tax burden.
Apart from this burden, there is alsg@sychological tax burden (felt), which
measures the tax tolerance threshold. It appedh®iform of individual tax
burden, established as the ratio between the taxabites incurred by one
taxpayer and the total income obtained by thatviddal prior to taxation.
The level of tax burden differs from country to oty and also from one
taxpayer to the next, due to the difference ofdiigteatment and to the
personalization of taxes depending on economiociakcriteria.

Individual tax burden measures the sacrifice thepager must
consent to by paying taxes to the state. As a treth# expression of
individual tax burden gives the possibility to také account the subjective
elements of social life.
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Through its mere existence, taxes are able to mdldéd taxpayer’s
economic and social behavior, by means of the enite exerted on
consumption and on its level of savings. From gast of view, the notion
of marginal tax burden must also be considered;rtlated to the existence
of tax progressiveness. This type of burden mudtdsded separately from
overall tax burderbecause there are essential differences betweem the
Thus, while overall tax burden may be high, thegmal rate may be low,
and the other way around. Also, the reference tawarage rate of tax
burden may be insignificant without taking into agnt the marginal
burden, which is, from psychological point of view, aciytdelt by the
taxpayer (Hoar, 2000, p. 167).

Still, tax burden occurs, and it is difficult to ke accurate
differentiations between certain limits, as longitasemains tributary to
certain random elements pertaining to the diversftyax bites, the often
occult character of their incorporation into pricékge volume of services the
taxpayer receives from the community, which is veifficult to evaluate,
the subjective elements, as well as the technasttiog in intentions, which
annihilate the fiscal sensitivity of the taxabldjget (Geffroy, 1993, p. 58).

The individual tax burden must not be analyzed Igoia a
mathematical, rigid manner, as the ratio betweenrévenues taken from
the taxpayers and the primary incomes obtainecheynt Hoari (2000, p.
167) considers that the increase of the individaal burden is relevant
especially if it is analyzed in close correlationthathe purchasing power of
the net monetary incomes (remaining after taxatioajnely the extent to
which the individual incomes after taxation satigfg needs of subsistence,
leisure and saving/ investment.

Tulai (2003) gives a different tone to the obseovamade by Hoa#
(2000), indicating that the purchasing power ofrieeincome remaining after
the direct taxation of the taxpayer’s revenue astdte also depends on the
level of indirect taxes it incurs when purchasiogds and services. Therefore,
the real individual tax burden must be assessedlation to the entirety of
direct and indirect taxes which the taxpayer (r@tperson) incurs, even if not
all of them are set by law as being his/ her burden

Among the taxpayers, apart from the natural persthrese are the
economic agents. The tax burden at the level oétismomic agents occurs as
the percentage ratio between the mandatory payruetiits state which it must
make and the value added by it during a periodra,tgenerally one year.
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In the structure of the mandatory payments, mosheftime, there
are included the tax on profit, the social secufitgds contributions, and
other direct taxes owed on the estate to the lmgdget and included in the
company’s costs. Of course, the company transferthé budget other
taxes, fees and contributions, as well. But nobathem are incurred by it;
VAT, the excises and the custom duties are nomntéhi® account because
the company recovers them from the consumer, whorsnthem, paying
them with the price of the products/ services pasell. These indirect taxes
affect, however, the volume of sales and competii@ss by means of the
prices, with direct repercussions on the varialidsen into account in
calculating the tax burden. The other paymentsh siscthe social security
contributions, the tax on buildings, terrains, neahtransport, included in
the cost of products and recovered through theeprmave an indirect
influence, through the level of costs, over the sizthe profit, and, therefore,
are also considered financial outflows for the camp To these there
should be added the other contributions to theigpfmds, other than those
for social security and protection, in order to da/real image of the tax
burden at the level of the economic agent.

The company’s tax burden depends, first, on thgteif each type
of tax bite in the total tax bites, and, respedyiven the value added; and
second, on the size of the rate of each type dbites.

2. Evolution of the tax burden in EU-27 over the peod 2001 — 2006

EU-27 tax revenue in terms of GDP increased in 20060.6
percentage points compared to 2005, reaching rguthR001 level. The
2006 level was almost 1 percentage point highen 2@04 (the year for
which the lowest value was registered over theope2001 — 2006).

From 2001 to 2006 tax-to-GDP ratio generally foléalva downward
trend, turning upwards during the last two yeae® (Sigure 1).

Examining the changes on a country by country baisisecomes
apparent that the overall stagnation in the avetageratio masks rather
different developments.

Figure 2 displays the changes in the tax-to-GDiegdtetween 2001
and 2006 in percentage points of GDP (on the otéilae), in comparison
to the current levels in the year 2006 (on the igbay. This manner of
presenting the evolution is inspired by the “pditf@nalysis” technique.

2 In the papers published by the European CommissiohEurostat, the data regarding Romania are
supplied starting with year 2001, aspect which &ixysl our choice of period covered.
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Source: European Commission (2008); all data arB-@Bighted.

Figure 1: Total tax revenue in the EU-27 as a percentagel®, 2001 — 2006

Figure 2 below combines the change of the fiscaéityel — or tax
burden - (%) in every EU member state — on the X&-awith the fiscality
level in GDP (%) for the year 2006, on Oy axe.

To calculate the changes on Ox axe, the followorgnfila was used:

Taxationlevel, — Taxationlevel,,,

Changen taxatia levelfor countryi = ) %100

Taxationlevel,y,

Tax-t0- GDRyggg(j)~ Tax-to- GDPratioyggyj) %100

Changef tax-to- GDPratiofori =
Tax-to- GDFﬁOOl(i)
where:
Taxation Levelysi is given by tax-to-GDP ratio for 2006 for
country “”,
Taxation Levelxooyg) iS given by tax-to-GDP ratio for 2001 for

country “i”,
“I" — every EU member country (i=1,...,27).

Comparing the taxation level for 2006 against thenges in
taxation level between 2001 and 2006, a matrix wWitbntries results. The
interception point indicates on Ox axe the avedagel for taxation inside
EU-27 of 37.1%. It separates the countries witratiax levels above and
under eu-27 average. On the Oy axe are represémtedountries which
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registered (relative values) an increase or a dseref taxation level between
2001 and 2006.
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Commission (2008).

Figure 2: Tax-to-GDP ratios in 2006 and their change sir@12

A = top-left quadrant (low-average countries thawvé increased
their ratio)

B = bottom-left quadrant (low-average countriest thave reduced
their ratio)

C = top-right quadrant (high-average countries treate increased
their ratio)

D = bottom-right quadrant (high-average countried have reduced
their ratio)
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Several facts are highlighted by this figure:

- Quadrant A — contains the most data points, nanmigycountries
that registered increases of the taxation rate abeitstill positioned below
the EU-27 average. Here we can notice a concemtrafithe new Member
States, respectively 9 countries (Bulgaria, CzeepuRlic, Estonia, Cyprus,
Latvia, Lithuania, Malta, Poland, and Romania). ©ithem,Cyprus and
Malta recorded upward trends (except for Malta @2 and 2006, where
the ratio was marginally lower compared to the fmes year), with the
highest increases in the EU-27, of 5.7 and 3.4 gueage points,
respectively, over the 6-year perioglhich represents, in relative size, an
increase by 18.4% and, respectively, 11.2%. Alsthis quadrant there are
3 ‘old’ Member States (Ireland, Spain, and Portygaut of which Ireland
stands out due to its increase by 2.8 percentaiggspahich represents, in
relative size, an increase by 9.4% in the periotctered,;

- Quadrant B — is the least populated quadrant, containing @nly
recordings, distributed as follows: 1 new Membet&(Slovakia) and 2 old
Member States (Greece and Luxembourg). Out of tt@uBtries, two are of
special interest, namely Slovakia, which has redute tax-to-GDP ratio
from 33% in 2001 to 29.3% in 2006, which represemgelative size, a
reduction by 11.2%overall, over the entire 1995-2006 period, Slogaki
stands out as the Member State that has carriedheutnost profound
restructuring of its tax system, with the tax ratieclining by over one
quarter; the country thus changed its ranking $iamtly, from being
essentially in line with the old Member States’ ragge in 1995 at 40.2% of
GDP, to having the second lowest ratio in EU-27 2006), and
Luxembourg, which, even though an ‘old’ Member &tdtas registered a
reduction of the tax-to-GDP ratio by 4.2 percentpgats(from 39.8% in
2001 to 35.6% in 2006), fact that lead to the pasitg of this country
below the EU-27 average (it must be mentioned dnang years 2001 and
2002, Luxembourg was situated, from the point efwiof the tax burden,
above the EU-27 average);

- Quadrant C — comprises six entries, out of which only one new
Member State, respectively Slovenia, which, althowgs above the EU-27
average, continued to constantly increase itsda@®DP ratioin the period
2001-2006 (it is worth mentioning that in the in&r1995-2000, Slovenia
reduced its overall tax burdeflom 40.2% to 38%). The other five
registrations are represented by ‘old’ Member Stgf@enmark, France,
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Italy, Netherlands and United Kingdom), but heree @an see a relative
stability of the tax-to-GDP ratifas shown by the fact that they are located
relatively close to the horizontal axisPnly Netherlands recorded an
increase higher than the other countries in thedcant, by 1.2 percentage
points, meaning, in relative size, by 3.1%;

- Quadrant D — has an identical distribution to quadrant C,
respectively contains also six above-average cmasntrespectively five
‘old” Member States (Austria, Belgium, Finland, @@ny, and Sweden)
and one new Member State (Hungary), which have geh#o reduce their
overall tax ratio. The countries from this quadran¢ also closer to the
horizontal axis, except for Austria, which registéra reduction by 2.9
percentage points, which represents, in relatize, &8 decrease by 6.5% of
the tax ratio.

12 member states have increased their tax raticoatyd3 reduced
it. The countries with low-taxation level tend tisglay large adjustments in
either direction, upwards or downwards, whereasttier countries with a
taxation level above the average the picture agpeach more static.

Between 2005 and 2006, tax revenue in terms of @3 in 17 out
of 27 EU Member States and decreased in 10. Asudtr¢éhe growths in tax
revenue of a majority of the Member States werdiglyr offset by the
declines of the other countries resulting in anralenodest increase of the
ratio at the EU-27 as a whole (Lupi, 2008). Amohg EU Member States
(between 2005 and 2006) Ireland (+1.8%), Italy 794), Cyprus (+1.1%),
Latvia (+1.4%), and the Netherlands (+1.6%) recdrdereases of their
national tax revenue-to-GDP ratios by more than peecentage point
compared to 2005, while three (Denmark, Luxembownggd Slovakia)
recorded reductions of more than one percentagg.poi

3. Structure of taxation in the European Union

3.1) Levels of tax revenue in 2006

EU-27 tax revenue (including social contributions) general
government increased in 2006 to 39.9% of GDP-wemhaverage.
Compulsory levies in the form of taxes and soca@itdbutions accounted
for over 90% of general government revenue in thé-2EZ in 2006
(Paternoster et al, 2008, p. 5).
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Figure 3: Ranking of total tax revenue by countries in 288¢ercentage of GDP

As Figure 3 shows, there are wide differencesridsels across the
European Union. The tax-to-GDP ratio, showing thare of total tax
revenues, including social security contributiansgross domestic product,
is the main aggregate indicator used to measureovieeall tax burden.
However, this indicator has certain limitations aasomparative measure
across countries and over time. Among the facttiisiwcan affect the level
and trend of the tax-to-GDP ratio are: the extenwhich countries provide
social or economic assistance via tax expenditurather than direct
government spending, and whether or not sociasteas are subject to tax.

The level of tax revenue in terms of GDP was higlmeBenmark and
Sweden (49.1% and 48.9% respectively in 2006) velsere was generally
lower in the new EU Member State, with the lowéstrs of 28.6% in Romania
(over 20 percentage points of GDP lower than Dekmma2006).

This difference in the level of the overall taxioafwhich includes
social security contributions) reflects the sigrafit differences within
Member States in the role played by the state.
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There are substantial differences in the totalbiasden between the
‘old” EU-15 Member States (i.e. the 15 countrieattfpined the Union
before 2004) and the new Member States (i.e. theoltries that joined
the Union in 2004 and 2007). As a general rulettaésDP ratios tend to be
significantly higher in the ‘old’ EU-15 Member Stat the first nine
positions in term of overall tax ratio are indeextupied by ‘old’ Member
States. There are two exceptions; for example, ¢étseand Ireland’s tax
ratios are over seven points below the weighted?E@wverage (39.9%).

Among the new Member States, Slovenia displayedidjieest level
of tax revenue reaching 39.1% of GDP (only 2 pew&ga points lower that
the EU average). Also, Hungary (37.2%) has a léhetl exceeds the EU-27
average, but the remaining new Member States ¢igplarall tax-to-GDP
ratios lower than the average: from the Czech Riap(®6.2%, i.e. almost
one percentage point below the average) to RomBx6%, i.e. 8.5
percentage points below the average).

It is interesting to note that the arithmetical rage of the 27
countries is somewhat lower (37.1%) than the GDiylited EU average
(39.9%), because of the relatively low levels of BSand therefore low
weight) for the countries which tend to have the@dotax revenue.

If one looks at tax levels in the narrow definitiaxcluding social
security contributions, the situation is simildre tarithmetic average shows a
level in 2006 at 26.6%, while the weighted averiag26.2% in the Euro area
(EA-15). It is worth noting, however, that in tharrow definition, there is
practically no difference in tax levels between E@o area and the EU-25
(26.5%), highlighting that the higher taxation kemdn the Euro area is limited
to social security contributions. The very low texels in Romania, however,
result in the EU-27 average for 2006 being 0.4tsdaelow the Euro areas.

3.2) Revenue structure by type of tax

Tax revenue can be grouped itiioee main categories or types.

v indirect taxes defined as taxes linked to production and imports
(such as value added tax — VAT);

v’ direct taxes composed by current taxes on income and wealth
plus capital taxes, and

v' social contributions that include actual social contributions (for
paying into social security funds or other socra@urance schemes) plus
imputed social contributions.
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The respective shares of these three components ibeen quite
close over time, staying within the 30-35% rangei@hted average).
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Source: European Commission (2008). All data dp&®@veighted.

Figure 4a: Direct taxes, indirect taxes and social secutytgbutions in % of
total taxation
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Source: European Commission (2008). All data ar@@ighted.
Figure 4b: Direct taxes, indirect taxes and social secuatytributions in % of GDP
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The ratio of indirect taxes to GDP increased inique2002-2006.
This increase is due to developments in VAT coidectthat represented
about 8% of GDP in 2006.

At 13.9% of GDP and 34.9% of total taxes in 200&ifhted
average), indirect taxes remain the main sourcdéawfrevenues in the
European Union, followed by direct taxes at 13.500®P (or 33.8% of
total taxes).There also seems to be a trend in recent yearsdewaore
reliance on indirect taxes, as exemplified mosendyg by the German
decision to increase VAT by three points and usegfahe proceeds to cut
social contributions(Carone, Schmidt and Nicodeme, 20073. third
important source of taxes is represented by s@®alrity contributions,
which represent 12.6% of GDP and 31.5% of totaksax 2006 (weighted
average). This source undergoes in the period 2006; as well, a
reduction as weight itotal taxation, the same as during the previoumger
when the need to decrease labor costs materializ@ddecline in social
security contributions.

During the interval 2001-2006, 21 countries inceshtheir share of
indirect taxes in the total. In case of direct ®xineir share increased 10
countries and decreased in 17, and in what contleenSSC, their weight in
the total taxes increased in 11 countries and extiuc16.

The phenomenon of augmentation of the share ofdodtaxes in
total tax revenues, established at the Union lewdl especially, among the
new Member States, is not so much the direct resitiical policy measures, as
the effect of certain economic factors which reftee consolidation of certain
market mechanisms, as well as the higher ratesafanic growth at the
regional revel (Negrescu and Comanescu, 2007,4). 10

Figure 5 illustrates the structure of the countriag revenues, seen
from the perspective of the choice made with regarthe use of the fiscal
instruments at their disposal. What comes to abteim this figure is the strong
diversity of situations, fact that indicates tteedil option of the EU-27 countries.

Generally, the new Member States have a differénictsire
compared to the EU-15 countries; in particular, levmnost ‘old” Member
States raise roughly equal shares of revenues ttinett taxes, indirect
taxes, and social contributions, the new MembeteStaften display a
substantially lower share of direct taxes in th&ltdr'he lowest shares of
direct taxes are recorded in Bulgaria (onlyl20of the total), Slovakia (20.4%)
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Share of indirect taxes in total taxation (2006)
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Figure 5: Structure of tax revenues by major types of tare4 of the total tax burden
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and Romania (21.4%), which represents a differefnoen the EU-27

average by more than 10 percentage po@tse of the reasons for this
difference can be found in the generally lower rates applied in the new
Member States for corporate tax and personal incoaxe (European

Commission, 2008)For instance, Bulgaria appliesstatutory tax rate on
corporate income of 10% (together with Cyprus,ltveest rate in Europe),
while Romania and Slovakia apply a flat rate bathdersonal income, and
for corporate income, of 16% and, respectively, 18%ntrary to common

belief, the bulk of the difference in direct tax@&®DP ratios is to be attributed
to a lower collection of personal income taxes éwrMember States, and
not to a lower corporate income tax (Carone, Schamd Nicodéme, 2007).

The low share of direct taxes in the new MemberteStas
counterbalanced by higher shares of indirect taxebksocial contributions
in total tax revenues. The highest shares of intiegxes are indeed found in
Bulgaria, where the share is well over half of rax® and Cyprus, where it
is very close to the 50% mark.

As for social contributions, high shares of 40%rmre are found in
the Czech Republic and Slovakia, although Franck Germany are also
characterized by a similar level.

Also among the ‘old’ Member States (EU-15) there a&ome
noticeable differences. The Nordic countries (Bsveden, Denmark and
Finland) as well as the United Kingdom and IreldraVe relatively high
shares of direct taxes in total tax revenues (d@86). In Denmark and, to a
lesser extent, also in Ireland and the United Kamgydhe shares of social
contributions in total tax revenues are low. In Bank, there is a specific
reason for this low share: most welfare spendinignenced out of general
taxation (European Commission, 2008). This requimigth direct tax levels
and indeed the share of direct taxation to totalréwenues in Denmark is
the highest in the Union (61.5%). Germany'’s systepmesent in a sense the
opposite of Denmark’'s; Germany shows the highesireshof social
contributions in the total tax revenues, whilesitsre of direct tax revenues
on the total is the lowest in the EU-15. France, toas a high share of
social contributions and a correspondingly low shafrdirect tax revenues,
compared to the EU-15 average.

Some statistical facts stand out. While the cotielabetween the
share of indirect taxation is only about -.25, toerelation between social
security contributions and direct taxation reach@s, indicating some form
of trade-off between these two forms of revenueas @obably reflecting a
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choice in the source of financing of social seguexpenditures as well as
the fact that indirect taxes are relatively harraediacross Member States.
This is confirmed by the correlations between treseces in percentage of
GDP (Carone, Schmidt and Nicodéme, 2007).

Despite the fact than indirect taxes are harmonadflJ level, there
is substantial variation in the amount of reventased from consumption
taxes. “The heavy reliance on consumption taxes$witisstanding some
administrative issues they raise, has several dageas:

() consumption taxes are relatively neutral towardgangaand
investment decisions;

(i) they do not discriminate between imports and |lgeptbduced
goods and do not affect external competitivenessaag as they are based
on the destination principle); and

(i) they provide a symmetric treatment of labor, transand
capital income, thus creating fewer disincentivegduity better than income
taxes”(Joumard, 2001, p. 17).

Conclusions

There are many reasons why government tax reveatiesvirom
year to year as a percentage of GDP. A more inhdapalysis than the one
presented here would be needed to explain the safssich variations in
particular countries. However, in general the ma&asons are changes in
economic activity (affecting levels of employmesles of goods and
services, etc.) and in tax legislation (affectingx trates, thresholds,
exemptions, etc.). It should be noted that, evanguaccrual methods of
recording, the effects of changes in legislatiorrconomic activity tend to
have a delayed impact on tax revenue (Lupi, 2008).

Fiscal policy is regarded as a component of nalisoereignty, and
the fiscal systems of the Member States differ wuitglly, due to the
differences with respect to their economic and aostructures and to the
conceptual differences regarding the role of taxatin general, and of a
certain tax, in particular.

On the grounds of the facts presented, it can belude that there is no
clear tendency of the European states to finareie ékpenses preponderantly
from direct taxes or preponderantly from indireaxds. Also, the policy
regarding social contributions is very differengirg also influenced by
factors such as tradition and customs.
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The present paper sets the ground for a furthdysiaan order to

see determine the effects of the current finargrigis on this matter in the
years to come.

10.

11.
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