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ABSTRACT

The purpose of this article is to present and assess the impact of a standard VAT rate on fiscal revenues of the
European Union Member States. The article follows the method of economic statistical analysis and offers a re-
view of available literature on the subject. The basic VAT rates of the European Union countries are presented,
compared and correlated with tax revenues related to consumption taxes in the years 2005-2019. These years
were chosen for analysis because of the biggest European Union enlargement which took place during 2004.
A statistical analysis was conducted. The data of a correlation coefficient for each country and the dynamics
indicators were calculated. The results of the statistical analysis for Member States were interpreted. The article
assesses the relationship between the standard VAT rate and the share of consumption tax revenues in GDP.
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INTRODUCTION

Fiscal policy is a very important element of national
economic policy in every country. Tax revenues pro-
vide income to cover government budget expendi-
tures. In the Member States of the European Union,
each country has some freedom in designing its fiscal
policy. While income taxes have not been a subject
of harmonization, consumption taxes have proved to
be very flexible in adapting to the common European
Union directives. The best example of this is the Value
Added Tax — VAT. According to the European Council
Directive 2006/112/EC, Member States may apply a
VAT rate no lower than 15%. The maximum rate has
not been defined. Setting the lowest limit was aimed at
alleviating differences in tax rates occurring within the
European Union. However, Member States are free to
apply reduced VAT rates on specific goods and serv-
ices. Poland currently has two preferential VAT rates
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— 5 and 8%. In each European Union country, a cata-
logue of products with reduced rates is set individually.
Because some Member States exercise the right to ap-
ply reduced rates, and sometimes even use two reduced
rates, problems arise when trying to statistically analyze
the impact of these rates on consumption tax revenues.
Therefore, this study adopts variables in the form of
basic rates and data on consumption tax revenues for
its analysis. The research problem in this paper is to
examine the impact of the standard VAT rate on the ef-
fectiveness of fiscal policy through statistical analysis
and a survey of available literature on the topic.

The VAT was implemented for the first time in
France in 1954. It was widely disseminated in 1967 as
part of the effort to create uniformity of turnover taxes
in countries comprising what was then called the Euro-
pean Economic Community (EEC) [Famulska 2007].
In the Polish tax system, a tax on goods and services
plays a primary role, providing a stream of cash for the
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state budget. From a macroeconomic point of view, this
tax is a stabilizer of the economy, because the increase
in its rates leads to a decrease in demand. This public
levy respects the principle of a one-time taxation. The
technique for calculating the tax due on goods and serv-
ices consists in deducting, from the amount of calcu-
lated VAT, the amount of tax that has been previously
collected, e.g. during the purchase of materials. Sepa-
rating the tax burden on goods and services into a pro-
ducer, broker and trader is the basic principle of a value
added tax, because only the value generated at a given
stage of production or exchange is subject to levy. Busi-
ness entities that pay a goods and services tax usually
do not calculate the amount they will have to pay due
tax, which is very important in the case of seasonal pro-
duction. It should be noted that VAT is a consumption
tax. Therefore, the tax rate affects the price of goods or
services in the last stage of trading and it is fully paid by
the consumer. In turn, the consequence of the high tax
rate is a reduction in turnover [Furman 2019].

The motive of this analysis is to check the impact
of arbitrariness in shaping the maximum basic VAT
rate on tax revenues from this tax. The purpose of this
article is to present and assess the impact of a standard
VAT rate on fiscal revenues of the European Union
Member States. The research question is: what is the
impact of standard VAT rate on the effectiveness of a
Member State’s fiscal policy. The article follows the
method of economic statistic analysis and offers a re-
view of available literature on the subject.

The research paper consists of four parts. The first
offers a survey of the literature on fiscal policy. In the
second part, the research method is presented — the
statistical analysis. Next, the data on the effectiveness
of fiscal policy in the area of consumption taxes is
presented and analyzed. And finally, conclusions are
presented.

LITERATURE REVIEW - FISCAL POLICY

Effective fiscal policy faces many difficulties. First
of all, it is necessary to determine whether the exist-
ing conditions and objectives require the introduction
of expansive or more restrictive policies. Even if the
diagnosis of scope is correct, governments must then
determine which instruments will be most appropriate

and effective in implementing the chosen policy ob-
jectives. It is important to keep in mind that the ration-
ale behind fiscal decisions is affected by the relatively
short electoral cycles within which governments must
operate and the fact that public office-holders can
change after an election. Therefore, the credibility of
fiscal policy, as well as the related ability (or inabil-
ity) to provide transparency and stability, is a serious
impediment to its effectiveness. As are the delays be-
tween making decisions on the course of fiscal policy
and the consequences for the economy [Grabia 2018].

Fiscal policy became a subject of criticism in the
1970s, and with the emergence of M. Thatcher in the
United Kingdom and R. Reagan in the United States in
the 1980s, a negative attitude towards fiscal policy, the
public sector and its role in the functioning of the econ-
omy was clear. Economists began to look at monetary
policy and tools as the way to stabilize the economy
with a significant increase in the role of a free market.
Therefore, the main assumptions of fiscal policy, in
force since the Keynesian revolution, were reviewed.
In fiscal doctrine, reference was made to classical eco-
nomics. Against this background, the concept of a new
fiscal conservatism was born. Its main assumptions
boil down to the following elements [Owsiak 2018]:
— the concept of ' a small budget',

— balance in the state budget,
— reduction of public debt,
— neutrality of tax.

The national macroeconomic and fiscal policy of
European Union Members has been limited to and
subject to significant restrictions. Member States co-
operate closely in the area of macroeconomic policy
and delegate powers to shape it in order to reach and
maintain a European level. This means that factors for
creating macroeconomic policy cease to be the sole
responsibility of individual Member States, but rather
they are established and monitored at the European
Union level. As for fiscal policy, the fiscal parameters
(level of debt and deficit of the public finance sec-
tor) in which member countries can pursue a national
budget policy, are specified. Regulations (Pact and
Growth Stability with subsequent additions / modifi-
cations) define in detail the acceptable limits of debt
and deficit, and the procedures and possible sanctions
for countries that do not comply with certain rules. The
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programs of stability and convergence are, therefore,
instruments that serve to discipline the European Un-
ion Member States in order to ensure that they conduct
a responsible fiscal policy. The coordination of fiscal
policy within the European Union has its theoretical
and practical-political justification [Postuta 2018].

Fiscal effectiveness can have different faces. But
in general, the effectiveness of fiscal policy should be
understood as fulfillment of legally regulated policy
aims. Furthermore, it can mean satisfying public and
social needs by maintaining a high quality of public
services. Governments can then accomplish two par-
allel aims: fiscal and non-fiscal. The first aim is basi-
cally to satisfy the state’s demand for money through
collecting taxes or taking loans. Non-fiscal aims can
include: aiming for high and steady economic growth
and simultaneously a high rate of society wealth; main-
taining a low rate of unemployment; stabilizing prices
with cooperation from monetary authorities; reducing
fluctuations of the business cycle; reducing excessive
income inequalities in society. Achieving these aims
depends to a large extent on the effectiveness of fiscal
policy, including: the methods of public budget plan-
ning, the scale of redistribution of GDP, the structure
of public expenditures, the size of the grey economy,
etc. [Klonowska 2019].

At the beginning of the twentieth century, imper-
fections in actions of the “clean” market were noted,
which manifested in the form of creating monopolies,
along with their negative effects on the economy,
stratification of society, economic crisis, and unem-
ployment. The answer to a market failure was the
creation and strengthening of new economic theories.
The first of these was the prosperity theory created by
the English economist A.C. Pigou. The second one,
which revolutionized the economic world in the 1930s
and was an attempt to understand the Great Depres-
sion, was the theory of interventionism created by
J.M. Keynes, often called by his name — Keynesian
theory. Keynes felt that to overcome market imper-
fections, state interventionism should be introduced,
whose instruments are: public investments financed
directly from the state budget, a progressive tax scale,
a system of social benefits and benefits for the poor-
est sections of society. Keynes saw the need for state
interventionism to ease the business cycles, and espe-
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cially the recession periods. He felt that one way to
rescue the economy was by having the state regulate
the level of investment and propensity for consump-
tion as key factors influencing the level of production
and employment. The instruments of this regulation
would be fiscal instruments. He attached great im-
portance to public spending as a solution to achieve
rapid economic growth and to reduce unemployment.
In taxes, he mainly saw an economic function. In his
opinion, the fiscal function was of secondary impor-
tance. The postulates of J.M. Keynes met with the ap-
proval of economists and politicians around the world,
and were behind much of the impetus for growing in-
volvement of governments in the economy. The 1950s
and 1960s were periods of very extensive fiscal policy
in which taxes had extensive functions. As R.A. Mus-
grave writes: “The very concept of fiscal policy has
acquired a meaning: the use of fiscal instruments as
macro-policy tools” [Alinska and Wozniak 2015].

Among economists and economic politicians, the
main axis of disagreement over how fiscal policy is
conducted and its consequences lies between neo-clas-
sical and neo-Keynesian economics. Simply speaking,
neo-classical economics is in favor of a restrictive
fiscal policy, while the neo-Keynesian economics ad-
vocates that fiscal easing during an economic crisis
will put the economy back on a growth path [Wilinski
2019]. Keynesians presented the impact of fiscal and
monetary policy on the economy using a simple IS-
LM model. Expansiveness or restrictiveness of both
policies were expressed in this model by an appropri-
ate curve shift. The flat LM curve and the steep IS are
the assumptions of the Keynesian orthodox approach
— in this variant, fiscal policy was more effective. In
turn, promoting an expansive fiscal policy was associ-
ated with a departure from the classical theory of pub-
lic finance — identified with the classic principle of a
balanced budget supported by economists. Keynesians
believed that an expansive fiscal policy and often the
related budget deficit help counteract short-term de-
clines in economic activity, and additional expenses
by multiplier effects contribute to an employment and
product growth [Stawska 2018].

Consistently basing fiscal policy on stabilization ob-
jectives is important for fiscal authorities. Fiscal policy
should be in a countercyclical position, that is, expan-
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sionary in bad times and contractionary during booms.
The analysis of the changes in the cyclically adjusted
components of the budget balance (especially the cycli-
cally adjusted primary balance or the structural primary
balance) is one of the simplified approaches used for
fiscal position identification. Central and Eastern Eu-
ropean countries as members of the European Union,
although outside the Eurozone, are of particular special
interest, mainly from the point of view of their future
participation in the euro area. At present, the group of
European Union countries outside the Eurozone includes
six economies from the Central and Eastern Europe re-
gion: the Czech Republic, Hungary and Poland (those
three countries joined the European Union in 2004),
Bulgaria and Romania (accession to the European Un-
ion in 2007), and Croatia (accession to the European
Union in 2013). The ability to conduct fiscal policy in
a countercyclical manner is an important issue not only
for countries participating in the single currency area,
but also for each individual country [Szymanska 2019].

Since the Czech Republic joined the European Un-
ion in 2004, the Czech tax legislation has undergone
and is still undergoing a number of significant chang-
es, especially in the area of indirect taxes, namely the
value added tax. The European Union’s single market
must work in the same way as the domestic market. The
differences between domestic and intra-Community
transactions must therefore be eliminated so that enti-
ties can limit themselves to only two valid tax systems,
namely intra-European Union transactions and trans-
actions with third countries. The logical consequence
of processing intra-European Union transactions in the
same way, as if they occurred in one member state, was
the introduction of a single place of taxations. In the
areas of indirect taxes, the harmonization process in the
Czech Republic focuses not only on value added tax
but also excise taxes every year. The main direction of
harmonization is aimed at balancing individual rates so
that domestic products are not favored by lower or zero
tax rates, and the European Union single market and
economic competition within the European Union are
not jeopardized [Hakalova et al. 2018].

In the sphere of direct taxation, the Member States
of the European Union enjoy a considerable degree of
formal independence. Nevertheless, in a considerable
number of instances it transpires that the ruling of the

Court of Justice of the European Union intervenes in
tax regulations of its member states. When these regu-
lations impede the freedom of an internal market, the
ruling of the Court obliges the state member in ques-
tion to adjusts its legislature to the European Union
model. The principle of free movement (except for the
free movement of capital) does not straightforwardly
concern the issues of direct taxation. However, despite
a considerable autonomy of the European Union mem-
ber states in developing tax regulations, the Court of
Justice of the European Union with consequence rules
according to European Union law, whereby the said
autonomy may be limited to some degree. Therefore,
the member states should exercise their autonomy re-
specting the European Union legislature, and in par-
ticular for the free internal market [Lipniewicz 2015].

The value added tax is the second type of taxation
which is frequently the subject of tax optimization.
Tax exemptions constitute an important element of the
design of this form of taxation. According to Article
287 of Council Directive 2006/112/EC of November
28, 2006 on the common system of value added tax,
the member states joining the European Union after
January 1, 1978 hold the right to give tax exemption
to these taxpayers whose annual turnover has not
exceeded the equivalent in the local currency of the
levels of annual turnover specified by the Directive.
Article 287 was included in the Directive so that the
member states would be able to take into account the
limits of annual turnover which qualifies for tax ex-
emption [Jarczok-Guzy 2018].

The integration of services in the European Union
can take place either by a cross-border trade or by estab-
lishing a branch in another Member State. It illustrates
the extent to which service providers are able to access
potential customers in another European Union country.
Trade integration in the scope of services measured by
the share of exports and imports within the European
Union to GDP is significantly lower than one related
to goods. At the same time, there are large differences
between individual service sectors: the rate of trade in-
tegration is particularly low for construction services
and regulated professions. The same applies to inte-
gration in the form of activities carried out by a branch
in another Member State; cross-border investment in
services amounts to 11% and is disproportionately low
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compared to investment in goods (18%). This is a seri-
ous obstacle to integration, as the cross-border provision
of services often requires the establishment of an enter-
prise in the destination country [Myszkowska 2018].

When examining the history of the VAT acts in dif-
ferent European Union Member States, one can often
find that the Member States have maintained some of
the legislation that they had before the common Euro-
pean Union VAT entered into force. Interestingly, the
structure of some VAT acts and some of the provisions
in them can be traced back to the time before VAT was
introduced. For example, there are provisions in the
Swedish VAT act that stems from the omsen, which

Table 1. VAT rates in the European Union Member States

was the general sales tax that was applied before VAT
was introduced in 1969 [Kristoffersson 2015].

RESEARCH METHODOLOGY

This part of the work presents a statistical analysis
of basic data on the standard VAT rate and the share
of consumption tax revenues in GDP. These data are
presented in Tables 1 and 2.

The analysis of the linear correlation between the
data from Tables 1 and 2 will be performed and the
indicators of the dynamics of the share of tax revenues
in the GDP in 2005-2019 will be calculated.

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Belgium 21 21 21 21 21 21 21 21 21 21 21 21 21 21 21
Bulgaria 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Czechia 19 19 19 19 19 20 20 20 21 21 21 21 21 21 21
Denmark 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25
Germany 16 16 19 19 19 19 19 19 19 19 19 19 19 19 19
Estonia 18 18 18 18 20 20 20 20 20 20 20 20 20 20 20
Ireland 21 21 21 21 215 21 21 23 23 23 23 23 23 23 23
Greece 19 19 19 19 19 23 23 23 23 23 23 23 24 24 24
Spain 16 16 16 16 16 18 18 18 21 21 21 21 21 21 21
France 196 19.6 196 196 19.6 19.6 196 19.6 19.6 20 20 20 20 20 20
Croatia 22 22 22 22 22 23 23 25 25 25 25 25 25 25 25
Italy 20 20 20 20 20 20 20 21 21 22 22 22 22 22 22
Cyprus 15 15 15 15 15 15 15 17 18 19 19 19 19 19 19
Latvia 18 18 18 18 21 21 22 22 21 21 21 21 21 21 21
Lithuania 18 18 18 18 19 21 21 21 21 21 21 21 21 21 21
Luxembourg 15 15 15 15 15 15 15 15 15 15 17 17 17 17 17
Hungary 25 20 20 20 25 25 25 27 27 27 27 27 27 27 27
Malta 18 18 18 18 18 18 18 18 18 18 18 18 18 18 18
Netherlands 19 19 19 19 19 19 19 19 21 21 21 21 21 21 21
Austria 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Poland 22 22 22 22 22 22 23 23 23 23 23 23 23 23 23
Portugal 21 21 21 20 20 21 23 23 23 23 23 23 23 23 23
Romania 19 19 19 19 19 24 24 24 24 24 24 20 19 19 19
Slovenia 20 20 20 20 20 20 20 20 22 22 22 22 22 22 22
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Table 1, cont.

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Slovakia 19 19 19 19 19 19 20 20 20 20 20 20 20 20 20
Finland 22 22 22 22 22 23 23 23 24 24 24 24 24 24 24
Sweden 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25

United Kingdom 175 175 175 175 15 17,5 20 20 20 20 20 20 20 20 20

Source: [European Commission 2019, 2020, Eurostat 2020].

Table 2. Taxes of consumption as % of GDP

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Belgium 10.8 10.7 10.7 105 104 10.6 104 104 105 104 103 105 105 11 13.9
Bulgaria 156 162 157 165 139 137 133 142 148 141 147 149 145 14 15.6
Czechia 104 10 102 10.1 105 10.8 11.6 12 123 115 11.8 119 121 119 121
Denmark 15.7 15,6 16 15 148 14.6 147 147 144 141 141 142 14 142 157
Germany 99 99 103 104 10.8 104 105 104 105 104 104 102 10.1 102 109
Estonia 122 129 128 115 141 132 13 133 129 133 138 143 138 134 142
Ireland 1.1 11.1 11 105 98 98 95 95 98 98 77 79 76 7 7.8

Greece 11 1.1 113 11.1 104 119 126 127 132 134 135 146 146 146 175
Spain 94 93 88 76 63 8 79 8.1 89 92 95 94 94 96 11.7
France 11.1 109 10.7 10.5 10.5 10.6 10.8 109 11 1.1 112 114 116 11.7 17

Croatia 179 178 174 17.1 163 17 16.6 17.6 18 18 185 188 19 194 203
Italy 102 10.6 104 10 10.1  10.7 10.8 109 11 1.1 11.2 114 11.6 11.1 14.6
Cyprus 134 134 139 14 124 123 11.8 12 11.8 13 129 132 13.7 139 151
Latvia 11.3 116 11.1 101 104 113 113 11.6 12 123 127 133 131 135 142
Lithuania 10.7 108 112 112 11 11.3 11.1 106 10.6 10.8 112 114 114 114 118
Luxembourg 11.1 10 102 104 10.8 104 105 11 109 11 97 95 93 9l 11.6
Hungary 13.8 133 138 135 143 142 14 15.1 157 158 16.1 158 157 16 18.1
Malta 132 133 138 135 143 142 14 151 157 158 16.1 158 157 119 122
Netherlands 114 114 111 111 11.1 11 109 10.7 109 11 1.1 114 11.6 114 125
Austria 119 114 113 114 11.7 116 11.6 11.7 116 11.6 11.5 11.5 11.5 114 14.1
Poland 125 127 13 13 11.5 124 124 116 114 115 114 118 122 126 14

Portugal 126 128 123 119 106 114 119 12 11.6 121 123 125 127 129 152
Romania 122 12 1.5 10.7 9.7 11.3 125 126 121 119 126 10.7 9.9 103 10.7
Slovenia 13.1 129 129 131 133 137 137 14 145 144 144 142 139 138 138
Slovakia 11.9 10.7 10.7 10.1 10 9.7 101 93 9.6 99 102 10.1 104 113 122
Finland 133 132 126 125 129 13 13.8 141 144 143 142 144 42 142 142
Sweden 121 119 119 121 126 125 122 121 12 119 12 122 121 122 222

United Kingdom 10 99 98 9.7 94 103 11.1 11 109 109 109 109 109 11 11

Source: [European Commission 2019, 2020, Eurostat 2020].
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RESULTS

The first part of the statistical analysis involves cal-
culating the correlation coefficient for the standard
VAT rate and the share of consumption tax revenues in
GDP separately for each Member State. The results of

Table 3. Linear correlation coefficients

these calculations together with the interpretation are
illustrated in Table 3.

In the second part of the analysis, dynamics indi-
cators for the share of tax revenues from consump-
tion in GDP are calculated. The results are presented
in Table 4.

Country Correlation coefficient Strength
Belgium n.a. n.a.
Bulgaria n.a. n.a.
Czech Republic 0.913 very strong
Denmark n.a. n.a.
Germany 0.663 moderate
Estonia 0.739 quite strong
Ireland —-0.760 quite strong
Greece 0.817 quite strong
Spain 0.578 moderate
France 0.496 moderate
Croatia 0.686 moderate
Italy 0.631 moderate
Cyprus 0.239 weak
Latvia 0.425 moderate
Lithuania 0.253 weak
Luxembourg —-0.528 moderate
Hungary 0.758 quite strong
Malta n.a. n.a.
Netherlands 0.396 weak
Austria n.a. n.a.
Poland —0.283 weak
Portugal 0.397 weak
Romania 0.665 moderate
Slovenia 0.761 quite strong
Slovakia —0.106 none
Finland 0.905 very strong
Sweden n.a. n.a.
United Kingdom 0.961 very strong

Source: Author’s own elaboration.
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Table 4. Dynamics indicators for the previous year (%).

Country 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Belgium - -1 0 -2 -1 2 -2 0 1 -1 -1 2 0 5 26
Bulgaria - 4 -3 5 -16 -1 -3 7 4 =5 4 1 -3 -3 11
Czech Republic - —4 2 -1 4 3 7 3 3 -7 3 1 2 -2 2
Denmark - -1 3 -6 -1 -1 1 0 -2 -2 0 1 -1 1 11
Germany - 0 4 1 4 —4 1 -1 1 -1 0 -2 -1 1 7
Estonia - 6 -1 -10 23 -6 -2 2 -3 3 4 4 -3 -3 6
Ireland - 0 -1 =5 -7 0 -3 0 3 0 -21 3 —4 -8 11
Greece - 1 2 -2 -6 14 6 1 4 2 1 8 0 0 20
Spain - -1 -5 14 -17 27 -1 3 10 3 3 -1 0 2 22
France - -2 -2 -2 0 1 2 1 1 1 1 2 2 1 45
Croatia - -1 -2 -2 =5 4 -2 6 2 0 3 2 1 2 5
Italy - 4 -2 —4 1 6 1 1 1 1 1 2 2 —4 32
Cyprus - 0 4 1 -11 -1 —4 2 -2 10 -1 2 4 1 9
Latvia - 3 —4 -9 3 9 0 3 3 3 3 5 -2 3 5
Lithuania - 1 4 0 -2 3 -2 -5 0 2 4 2 0 0 4
Luxembourg - -10 2 2 4 —4 1 5 -1 1 -12 -2 -2 -2 27
Hungary - —4 4 -2 6 -1 -1 8 4 1 2 -2 -1 2 13
Malta - 1 4 -2 6 -1 -1 8 4 1 2 -2 -1 24 3
Netherlands - 0 -3 0 0 -1 -1 -2 2 1 1 3 2 -2 10
Austria - —4 -1 1 3 -1 0 1 -1 0 -1 0 0 -1 24
Poland - 2 2 0 —-12 8 0 -6 -2 1 -1 4 3 3 11
Portugal - 2 —4 -3 11 8 4 1 -3 4 2 2 2 2 18
Romania - -2 —4 -7 -9 16 11 1 —4 -2 6 -15 -7 4 4
Slovenia - -2 0 2 2 3 0 2 4 -1 0 -1 -2 -1 0
Slovakia - -10 0 -6 -1 -3 4 -8 3 3 3 -1 3 9 8
Finland - -1 -5 -1 3 1 6 2 2 -1 -1 1 71 0 0
Sweden - -2 0 2 4 -1 -2 -1 1 -1 1 2 -1 1 0
United Kingdom  — -1 -1 -1 -3 10 8 -1 -1 0 0 0 0 1 0

Source: Author’s own elaboration.

DISCUSSION

In the countries where the VAT rate did not change
in the analyzed years, due to technical reasons, there
is no coefficient. The strongest positive linear corre-
lation was found in three countries: Czech Republic,

22

Finland and the United Kingdom. It means that when
one variable increased, the other also went up. Estonia,
Greece, Hungary and Slovenia also showed a quite
strong positive correlation. A strong negative correla-
tion occurred in Ireland. It means that with an increase
in the standard VAT rate, a lower share of consumption
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tax revenues in GDP was obtained. Interestingly, in
Poland the correlation is weakly negative. Along with
an increase in the basic VAT rate, tax revenue from
consumption decreased.

The highest increase in the share of consumption
tax revenues in GDP was achieved in France (45%)
in 2019, Italy (32%) in 2019, Spain (27%) in 2010,
Belgium (26%) in 2019, Austria (24%) in 2019, Es-
tonia (23%) in 2009, Greece (20%) in 2019, Romania
(16%) in 2010 and Greece (14%) in 2010. The largest
decrease in the share of income was recorded in Malta
(—24%) in 2018, Ireland (-21%) in 2015, Spain (—17%)
in 2009, Luxembourg (—12%) in 2015, Cyprus (—11%)
in 2009 and Estonia (-10%) in 2008. It should be
noted here that most of these falls were related to the
years after the economic crisis with which the world
was struggling in 2008. In France tax rates were al-
most at the same level in the analyzed period. In Italy,
the standard VAT was at the same level. In Spain, the
tax rate increased by 2 p.p. in 2019 in relation to 2005.
In Belgium, the VAT rate also was the same in the ana-
lyzed period. In contrast, in Greece, the VAT rate was
increased from 19 to 23% in 2010.

CONCLUSIONS

This article presents and assesses the relationship be-
tween the standard VAT rate and the share of consump-
tion tax revenues in GDP. As a result of the statistical
analysis, a strong linear relationship was demonstrated
between the studied variables in such Member States
as: Czech Republic, Finland, United Kingdom, Esto-
nia, Greece, Hungary and Slovenia. In turn, a strong
negative relationship occurred in Ireland. The analysis
covered the years 2005-2019. Then, a survey was car-
ried out with an indicator of the dynamics of data on
consumption tax revenues. The largest increases in
revenues related to the increase in the standard VAT
rate were recorded in France, Italy, Spain and Bel-
gium. Contribution to this work is to demonstrate the
dynamics of changes in revenues from Member State
budgets from VAT. It was also shown in which states
there is a correlation between the change in the VAT
rate and budget revenues.

The question remains as to why, in other countries
despite having no change in the VAT rate, a decrease
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in consumption tax revenues was recorded. Here,
there is an opportunity for a completely new study
concept, for individual countries in which a decrease
in the dynamics index and a negative correlation
was detected. In order to fully analyze the situation
in each of these cases, it would be necessary to take
into account the political situation and tax policy that
Member States pursue. The problem of the tax gap,
the shadow economy and instruments of combating
tax fraud is not without significance here. This work,
through a statistical study of the effects of fiscal pol-
icy of the European Union Member States in the area
of consumption taxes, constitutes a research contribu-
tion to literature studies on the effectiveness of ap-
plied fiscal policy.

For researchers and practitioners, the results of the
analysis can provide conclusions that are the seed for
further research in each Member State individually.

This goal of this work, to present and assess the
impact of a standard VAT rate on fiscal revenues of the
European Union Member States, was achieved. In fu-
ture studies, a similar analysis should be prepared for
countries outside the European Union. Also, it would
be beneficial and timely to check the indicator in rela-
tion to 2020, due to immense changes in the global
economy as a result of the coronavirus pandemic.
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STANDARDOWA STAWKA VAT A SKUTECZNOSC POLITYKI FISKALNEJ W KRAJACH

UNII EUROPEJSKIEJ

STRESZCZENIE

Celem artykutu jest przedstawienie i ocena wplywu podstawowej stawki VAT na dochody fiskalne panstw
cztonkowskich Unii Europejskiej. W artykule zastosowano metode analizy statystyki ekonomicznej i przed-
stawiono przeglad dostepnej literatury przedmiotu. Przedstawiono podstawowe stawki VAT krajow Unii
Europejskiej, poréwnano je i skorelowano z wptywami podatkowymi zwigzanymi z podatkami konsump-
cyjnymi w latach 2005-2019. Lata te wybrano do analizy ze wzgledu na najwigksze rozszerzenie Unii Eu-
ropejskiej, ktore miato miejsce w 2004 roku. Dokonano analizy statystycznej. Obliczono dane wspolczyn-
nika korelacji dla kazdego kraju oraz wskazniki dynamiki. Zinterpretowano wyniki analizy statystycznej
dla kazdego panstwa cztonkowskiego. W artykule dokonano oceny relacji migdzy standardowa stawka VAT
a udziatem wptywow z podatku konsumpcyjnego w PKB.

Stowa kluczowe: podatki konsumpcyjne, polityka fiskalna, Unia Europejska
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