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Abstract 

 
The Stipulations of Treaty of Maastricht 

concerning the Monetary and Economic Union 

offer a new dimension to the politics of general 
taxation, by strict limitation of the governments’ 

possibility on financing the public outgoings by 
loans. The Accord for Steadiness and 
Development foresees that member states 

having a budgetary deficiency greater than 3% 
have to establish not-carrying deposits of rates 

of interest, which transform in non-reimbursable 
penalties in situation where deficiency reduction 
is not performed. The general objective is that 

the budgets of member states have to maintain 
equilibrium over the economic cycle, reason for 

which any increase of the public outgoings will 
be financed by the increasing of excise taxes.  
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1. Introduction 
 

Taxation stands for an important instrument 

of national sovereignty, which ensures the 
achievement of public revenue and makes it 
possible for governments to implement policies 

in certain areas. Meanwhile, as an instrument of 
economic regulation, taxation can be used to 

influence consumption, to encourage savings or 
to adjust the organization of companies.  

Responsibility for fiscal policy appertains to 

the Governments of Member States, taxation 
being considered a symbol of national 

sovereignty. In the EU, taxation policy is 
essential for all member states, the organization 

and functioning of the community assembly 
making the actions of a country to have an 

impact not only on that country but also on the 
neighboring countries. 

In the past, differences between the tax rates 
of various goods among different countries 
tended to influence the commercial activities, 

producing both distortions between production 
and distribution of goods and social 

repercussions. Therefore, in order to reduce 
fiscal burdens, taxpayers moved their residence 
in another member state where the tax regime 

was more tolerant. 
Differences in tax rates, as well as the 

“migration” according to the tax system led to 
an apparent competition between member states 

in terms of taxation. The integration into the EU, 
the introduction of single currency, as well as 
the interactions and the influences of national 

systems of taxation in member states,  require a 
thorough analysis of these systems and,  if 

possible, a common management, aiming at 
decisions on this matter to guarantee that policy 
taxation in a member state has a desirable 

impact on other member state, at the same time 
ensuring real sovereignty of European Union 

citizens and their representatives, a sovereignty 
manifested by member states’ common actions.  

In this context we must exhibit that the 

European Treaty contains no specific provisions 
for alignment to revenue. Therefore, taxation, 

especially the direct one, and coordination of 
taxation proved to be relatively difficult to put 
into practice. Taking into account that the 

coordination of taxation procedure is of special 
importance, the European institutions seek to 

create an appropriate framework for 
harmonization. 
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2. Normative marks of the EU regarding 

taxation 
 

The creation of the Single Market and the 

completion of the Economic Monetary Union 
led to new community initiatives in the taxation 
area. Eliminating restrictions on free movement 

of capital has caused fears that national tax bases 
could be eroded by competition in revenue, 

leading to a tax burden shift from capital to 
labor force, having adverse consequences on 
employment and on social protection. 

As a result, the Community aims at a number 
of objectives when constructing general tax 

policy. A first long-term goal was to prevent 
differences between indirect tax rates and tax 
systems which may introduce distortion of 

competition within the single market. 
As regard to the direct taxation, the existing 

legal framework is generally represented by 
bilateral agreements between member states, 
aiming to "eliminate legislative ambiguities" 

that lead to tax evasion and to avoid double 
taxation. 

Although the related objectives were 
generally accepted, national governments have 
been reluctant to make major steps in 

harmonizing tax systems within the Community. 
For this reason, all tax measures must be 

adopted by the European Union unanimously. 

 

3. Direct taxation 
  

With regard to direct taxes, the European 
Community Treaty does not explicitly specify 

their alignment and, according to the principle of 
subsidiary, it allows Member States freedom to 

make necessary regulations. However, since 
direct taxation has an impact on the free 
movement of goods, services, people and 

capital, as well as on the right of individuals or 
companies establishment, member states should 

establish a national tax system that respects 
these fundamental rights. 

The appearance of some special 

circumstances, such as double taxation or cross-
border economic activities,  has required the 

adaptation of some legislative measures 

common to all member states, measures 
applicable in particular to companies, and that 

are adopted by the Council unanimously. 
The implied measures were initiated in 1990 

as evidenced by two directives and one 

convention. Directive no. 90/435/EEC refers to 
the abolition of double taxation of profits 

distributed between parent companies in one of 
the member states and their subsidiaries located 
in another Member State. Directive no. 

90/434/EEC reduces the tax burden that may 
impede the reorganization of companies and 

Convention no. (90/436/EEC) based on the 
Treaty’s Article no.239 introduces an arbitrary 
procedure to avoid double taxation regarding the 

adjustment of profit between associated 
enterprises located in different member states.  

Business and investment taxation. Before 
January 1, 2007, the place Romania will occupy 
among the European Union states in terms of 

taxation has been thoroughly examined. The 
imposed final conclusion was that we hold a 

favorable position, while community officials’ 
recommendations for a tax increase have a 

foundation. Currently, we have revenue that 
could embezzle major investments from west 
towards us. Income taxes’ level and the costs 

borne by employers divide Europe into two 
separate entities, the main advantages being 

represented by the countries that joined the 
union since 2004. In Ireland and Cyprus workers 
pay the lowest direct taxes, as contrasting to the 

Portuguese whose incomes are taxed at about 
50%. The highest employment costs are borne 

by German employers. The states that joined the 
EU since 2004 seem to be more attractive for 
both employees and employers in terms of the 

level of direct taxes and social security 
contributions. However, Ireland remains the 

most attractive. Out of the total revenue, the 
Irish pay taxes and insurance costs of 6.34%, 
thus registering the lowest level of taxation 

compared with employees in European Union 
countries. Among top-employees who pay the 

lowest taxes, the Irish are followed with a 
difference of 1.44% of workers in Cyprus, the 
amount paid by them adding up to 8.77% of 

total revenue. In the same category, Malta and 
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Luxembourg are the following ones, while 

incomes of the British are taxed at 23%. The 
higher taxes and costs of health insurance are 

paid by the Portuguese, whose total incomes are 
taxed at about 50%. Under $ 10,000: In 
Lithuania, one of the ten countries that joined 

the EU in 2004, the total costs that an employer 
bears, including social security contributions, 

amounts to 5124 euros, the equivalent of 6697 
dollars annually. Thus, the Baltic State records 
the lowest average total costs relating to hiring 

for companies. Still below the amount of 10,000 
euro sum the costs borne by employers in 

Slovakia, Estonia and Hungary. It seems that the 
most difficult situation is faced by German 
employers, where the average costs amount to 

50.417 euros. (S. Diaconu, Curentul, January 

4, 2007) 

 

4. Indirect taxation 

 
Starting with 1992, by the elimination of 

border taxes and customs formalities at the 
member states’ borders, indirect taxation has 

undergone major changes by introducing new 
laws regarding excise duties and by the intra-

community rules regarding the value added tax.  

The Value Added Tax. The main source of this 

law is Directive no. 77/388/EEC on the common 
system for implementing this taxation, also 

called "The Sixth VAT Directive“. 
Directive shall apply in countries belonging 

to the community (principle of territoriality) and 
includes regulations on: taxable persons, taxable 
transactions, the exceptions and exemptions (for 

both goods and services), the place of the tax 
rates transactions, the standard tax rates (which 

are the same for both goods and services), 
deductions and how to calculate them, persons 
responsible for VAT (including taxpayers’ 

obligations and regulations  applied in special 
cases, such as the farmers or the travel 

agencies). 
The Directive has been gradually 

implemented, with transitional stages for each 

member state and has simplified the application 
of the VAT system, making distinction between 

sales among taxable persons, sales to individual 
traders or sales to VAT exempt traders.  

Under the new regulations (Directive no. 

92/77/EEC on the approximation of VAT rates), 
member states shall apply a standard VAT rate 

of minimum 15% (Directive no. 99/49/CE) and 
are allowed to apply up to two reduced rates (of 
minimum 5%) for certain goods or services of 

social or cultural nature. The same directive 
allows member states to fix for a limited time 

zero rates or rates below 5% for certain 
products. 
Excises. The principle underlying the 

application of excise duties is that they apply in 
the country where consumption takes place. 

General regulations refer to products subject to 
excise duties and to the holding, the circulation 
and the surveillance of such products (see 

Annex 4). 
These rules, applicable from January 1, 1993, 

underline a strategy regarding the approximation 
of tax rates, tax structures harmonization and 
establishment of the general framework 

regarding the possession and circulation of 
products. Regulations apply to alcoholic 

beverages, processed tobacco and mineral oils 
and allow the circulation of goods in the 

member states, the excises being paid by the 
final purchaser at rates set by the member state 
where consumption takes place.  

The minimum rates of excise duties on 
alcohol and alcoholic beverages, cigarettes and 

processed tobacco products other than cigarettes, 
are established by the Directives no. 92/87CEE, 
92/79/EEC and 92/80/EEC. Given the internal 

market and the real values of these allowances, 
every two years, the Council reviews the 

minimum rates and may impose new 
regulations. With regard to mineral oils, 
Directive no. 92/82/EEC regulates the excises’ 

rates on these products. To respect the 
environment, the Commission promotes the use 

of renewable energy products, putting forward 
two proposals in this respect, one referring to an 
excise duty reduction on fuels produced from 

agricultural sources (bio-fuels) and  second, 
referring to the harmonization of indirect 

taxation of energy products. 

5. Conclusions  
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From another perspective, despite all efforts 

recently undertaken by the European 
Commission, we may emphasize the fact that tax 

harmonization is far from being satisfactory. 
Coordination of taxation at the community level 
faces two major obstacles: the decision-making 

procedure under the principle of unanimity and 
the lack of proper assessment of those 

obstructions to the social and economic 
development deriving from inappropriate 
undertaken decisions. 

 

In these circumstances, the Commission 
(Verona, 12-13 April 1996) outlined its ideas for 

a comprehensive strategy on taxation. Three 
major issues are confined here and they 
constitute the key elements of tax policy of the 

European Union in the coming years: member 
states' tax accumulations stabilization; a stable 

functioning of the single market; improvement 
of labor market and reduction of unemployment. 

 

 




