WIFO B BULLETIN

No. 5/2015
March 2015

Angela Koppl, Margit Schratzenstaller

The Austrian Tax System - Status Quo

The Austrian Tax System - Status Quo

The tax burden in Austria is comparatively high, and the gap vis-a-vis the EU average has widened. The tax structure exhibits a
number of specific features: taxes on labour are high, both from the employee's and the employer's side, following an upward
frend and markedly exceeding the international average. The share of environmental taxes is below the EU average, their effec-
five burden corresponds to an infermediate position. Revenues from tobacco and alcohol taxes, major "sin taxes" aiming at influ-
encing private behaviour, are losing importance in the longer run. Taxation of wealth claims a rather small and — against the in-
ternational trend - significantly declining share of total fax revenues. Nominal tax rates on income are high, those on returns from
capital are about average, as is the nominal and effective corporate tax burden. Moreover, complexity and lack of transpar-
ency of the tax system are on the rise. These findings call for a major overhaul of the system, notably of the composition of tax

revenues.

Contact:

Angela Koppl: WIFO, 1030 Vienna, Arsenal, Objekt 20, Angela.Koeppl@wifo.ac.at

Margit Schratzenstaller: WIFO, 1030 Vienna, Arsenal, Objekt 20, Margit.Schratzenstaller@wifo.ac.at

JEL codes: H20, H23, H24, H25 « Keywords: Tax system, tax structure, environmental taxes, wealth taxes, corporate taxes, assessed

income tax, wage tax, payroll taxes

Referee(s): Karl Aiginger, Markus Leibrecht, Christine Mayrhuber, Hans Pitlik, Silvia Rocha-Akis ¢ Data processing: Katharina Kéberl

(Katharina.Koeberl@wifo.ac.at), Andrea Sutrich (Andrea.Sutrich@wifo.ac.aft)

ISSN 1605-4709 = © Austrian Institute of Economic Research 2015

Impressum: Herausgeber: Karl Aiginger « Chefredakteur: Michael Béheim (Michael.Boeheim@wifo.ac.at) ¢ Redaktionsteam: Tamara Fellinger, lise Schulz, Tatjiana Weber
Medieninhaber (Verleger) und Redaktion: Osterreichisches Institut fir Wirtschaftsforschung » 1030 Wien, Arsenal, Objekt 20 « Tel. (+43 1) 798 26 01-0 « Fax (+43 1) 798 93 86 «

http://bulletin.wifo.ac.at ¢ Verlags- und Herstellungsort: Wien

1. Introduction

The structural deficiencies of the Austrian tax system have for some time been the
target of criticism (e.g., Pesendorfer, 2008, Aiginger et al., 2008). Major concerns
raised are the conduciveness of the system to growth and employment, further re-
orientatfion towards environmental objectives, but also greater consideration to be
given to distributional aspects and, last but not least, a substantial simplification of
the tax system. Since the beginning of the 2000s, two major tax-burden-reducing re-
forms (fax reform 2004-05 and tax reform 2009-10) with the focus on income and
corporate tax have been implemented (for details see Breuss — Kaniovski —
Schratzenstaller, 2004, Schratzenstaller, 2009). Subsequent to the reform 2009-10, two
consolidation "packages" (2010 and 2012) aiming at a reversal of the crisis-related
rise in public debt since 2008, provide for tax increases to a rather large extent. To-
gether with the tax hikes adopted in early 2014, tax-related measures account for
44.4 percent of the overall consolidation amount cumulated over the period from
2013 to 2018 (for details see Fiscal Council, 2014, Schratzenstaller, 2014A). To a large
part, these measures make sense also from a structural perspective: they not only
generate additional revenue, but also guide private behaviour (e.g., increases in
the mineral oil tax, car registration tax and fobacco tax), contribute fowards simplifi-
cation and restrain to some extent the scope for tax avoidance (e.g., with regard to
the wholesale taxation of corporate groups). However, these sporadic structural im-
provements do not follow a comprehensive, long-term-oriented and internally con-
sistent reform design. The latter is nevertheless indispensable, if society is to effec-
tively meet the major economic and social challenges in the medium and longer
run also in the area of tax policy. Such challenges are notably the retardation of
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climate change and the successful implementation of energy transition, demo-
graphic developments and potential labour force shortages as well as shortfalls in
the integration of women into the workforce, or a trend rise in income and wealth
inequality.

2. Objectives and requirements of a forward-looking tax system

The literature on public finance and tax theory and policy cites a number of objec-
tives and requirements to be met by a tax system, beyond the fiscal objective, i.e.,
the generation of sufficient revenue for the public sector to fulfil its tasks (see e.g.,
Schratzenstaller, 2013A). From an efficiency perspective, taxes shall distort economic
decisions as little as possible. In this respect, negative employment incentives in
general and in particular for women, given the possible medium-term shrinking of
labour supply, are receiving heightened consideration (Meghir — Phillips, 2010,
OECD, 2011). Taxes, on the other hand, are deemed important market-oriented in-
struments to correct market failures (externalities or demeritoric effects), particularly
in environmental policy. An environmentally compatible design of the tax system
implies not only using taxes for steering private behaviour, but also avoiding envi-
ronmentally counter-productive tax exemptions. Taxes may also mitigate cyclical
variations, either as automatic stabilisers or as discretionary changes. Necessarily
normative distributional objectives relate, first, to an "equitable” distribution of the tax
burden, whereby the ability-to-pay principle plays a key role. Second, along with the
transfer system, taxes may contribute to correct a market-based distribution of in-
come and wealth considered excessively unequal. In addition, the design of the tax
system has to respect the international environment. In a dynamic perspective, the
tax system should be as growth-friendly as possible, with growth being understood
not only in quantitative terms, but also including criteria "beyond GDP". Finally, the
tax system should be geared towards simplicity, transparency, administrative feasi-
bility and practicability, with a view to keeping the cost of tax collection and com-
pliance as low as possible both for the taxpayer and the tax authorities.

3.  Overview of the Austrian tax system

3.1 Overall tax burden

The tax burden is a key indicator of the scope of government intervention. In Austria,
ranging between 41 percent and 44 percent of GDP over the period from 1995 to
2016 (Figure 1), the ratio exceeds consistently and increasingly the EU average
(EU 28: 35 percent to 37 percent, EU 15: 37 percent to 40 percent). With a ratio of
43.1 percent of GDP in 2014, according fo the latest winter forecast of the European
Commission, Austria held rank é within the EU, behind Denmark, France, Belgium,
Finland and Sweden. Whereas the EU average, having risen with the general move
towards consolidation since 2011, is likely to have reached a peak in 2014 before
heading down from now on, the Austrian tax burden is set to rise steadily until 2015
and level off in 2016.

Institutional factors like significant tax reliefs such as for families or mandatory contri-
butions to private health insurance in Germany, or to the privately organised com-
pulsory health and retirement insurance in Switzerland, partly explain why the tax
burden in Germany (difference up to 5.6 percentage points) and Switzerland (ratio
below 30 percent) has been lower than in Austria over the entire observation pe-
riod'.

! For the significance and interpretation of government/GDP ratios see Reiss — Kéhler-Téglhofer (2011), Farny
et al. (2010) and Schratzenstaller (2013B).
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Figure 1: Tax burden in a long-term perspective
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Source: European Commission (2015).

3.2 Tax structure

3.2.1 Financial contribution of different tax categories

The tax structure in Austria also exhibits a number of specific features when com-
pared with other countries. As revealed by Eurostat data, the share of taxes on la-
bour (wage tax, social security contributions and further taxes based on the wage
bill, notably the so-called tax on sum of wages (Kommunalsteuer), employers' con-
tfribution of family burdens (Familienlastenausgleichsfonds) and fo the residential
building promotion scheme) in total fax revenues has been rising somewhat in Aus-
fria since 2002 and, with a ratio of over 57 percent in 2012, by far exceeded the EU
average of 47.2 percent (EU 28) or 50.2 percent (EU 15; Figure 2).

Figure 2: Tax structure in a European comparison
| abour taxes u Capital taxes
70 - VAT Other taxes on consumption
® Environmental taxes
60 A
50
40

30

20

As a percentage of total taxation

Austria

Source: European Commission (2014A). Other taxes on consumption including residual.

Taxes on consumption (VAT, environmental and other consumption taxes) claim a
slightly declining share in Austria (2012: 27.6 percent) and contribute less to overall
tax revenues than in the EU 15 (29.7 percent) or the EU 28 (34.6 percent). The share
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of environmental taxes (around 7 percent) abated between 2002 and 2012 both in
the EU 28 and in the EU 15; in Austria, at 5.7 percent in 2012, it is markedly below the
European average and lower than in 2002. Taxation of property and returns from
capital accounts for over 18 percent (2012) of tax revenues in the EU 28, against
some 15 percent in Austria, with a downward tendency in both cases.

3.2.2 Effective macroeconomic tax rates

Data on the tax structure and its change over time sfill give no clues to the effective
burden imposed on different tax bases and possible shifts between them: cross-
country differences and changes in the relative weight of individual taxes or tax
categories may result not only from differences or changes in taxation, but also from
different or changing structures of the overall tax base. Capturing the effective tax
burden in a cross-country comparison or its evolution over time thus calls for addi-
tfional indicators. In its annual publication "Taxation Trends in the European Union"
(European Commission, 2014A), the European Commission presents implicit effective
tax rates reflecting the average tax burden for the major macroeconomic tax bases
(capital, corporate profits, labour, consumption and energy). For Austria, the re-
vealed above-average implicit tax rate on labour confirms a relatively heavy and
since 2002 rising burden on earnings from employment, even if it does not provide
information on detailed structural characteristics of labour tfaxation such as the dis-
fribution of wage-related taxes or marginal tax rates (see below). The implicit tax
rates on capital and consumption are slightly below the EU average and have di-
minished since 2002. Below the international average is also the effective tax rate on
energy which for the EU countries has risen significantly since 2002, while it has
edged down in Austria. The implicit corporate tax rate, for its part, is above the in-
ternational average in Austria.

Table 1: Implicit effective macroeconomic tax rates in a European comparison

Austria EU 15 EU 28 Austria EU 15 EU 28
2012 Difference 2002-2012
In percent Percentage points
Labour 41.5 36.0 34.2 0.7 + 0.7 - 05
Capital’ 25.0 28.7 . - 38 + 0.1
Companies? 23.9 19.0 . - 4.1 - 3.0 .
Consumption 21.3 21.7 21.6 - 12 - 02 + 0.8
Energy? 145.0 181.3 142.3 - 17 +11.9 +17.8
Source: European Commission (2014A). Arithmetic mean. — TEU 15 excluding Greece, Luxembourg,

Denmark. — 2EU 15 excluding Germany, Denmark, Greece, Luxembourg. — 3 Energy taxes in € per t oil
equivalent, deflated by the cumulative growth rate of the consumer price index (base year 2000).

4. Development of selected individual taxes

4.1 Taxation of income

The Austrian income tax schedule is characterised by high nominal tax rates also by
international standards. The bottom rate is 36.5 percent, the top marginal rate
50 percent. Even when allowing for the preferential tax treatment of the 13th and
14th monthly salary, which lowers the effective bottom rate to 32.1 percent, the lat-
ter is the fourth-highest among the 28 EU member countries (Federal Ministry of Fi-
nance, 2014). The nominal fop marginal tax rate of 50 percent was close to the EU-
15 average in 2014 (50.4 percent). However, the effective top marginal rate includ-
ing the tax privilege for the 13th and 14th monthly salary of 43.7 percent?, while ex-
ceeding the EU-28 average (39.4 percent) by 4.3 percentage points, was substan-

2 The "solidarity surcharge" on very high incomes in force since 2013 raises gradually the preferential tax rate
for the 13th and 14th monthly salary. Hence, for gross annual incomes of € 190,000 and above, the marginal
tax rate increases in steps to a top rate of 50 percent for a gross annual income of € 598,600 (a taxable in-
come of € 500,000). According to simulations by Statistics Austria, about 0.1 percent of income earners liable
to wage tax are subject to this solidarity surcharge (Biricz et al., 2013).
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tially below the EU-15 average of 50.4 percent. The high marginal tax rates (of nomi-
nally 43.2 percent and 37.9 percent in effective terms in the medium range of the
tax schedule), in combination with a high basic tax allowance (taxable income of
up to € 11,000) and a comparatively rather low threshold of a taxable annual in-
come of € 60,000 beyond which the top marginal tax rate kicks in, make for a con-
siderable degree of tax schedule progression in the lower and middle-income
range, which markedly abates for higher incomes. Thus, internationally comparable
calculations by the OECD show an average wage tax rate of 10.2 percent for de-
pendent workers earning two-thirds of the average gross wages, rising to 16.2 per-
cent for average-wage earners and to 22.9 percent for persons earning 167 percent
of the average gross wage.

Table 2: Top tax rates for capital income and regular top marginal income tax
rates

Regular top Interestincome!  Dividend income? Capital gains
marginal income
tax rate
2014 2015 2014 2015
Tax rate in percent

Belgium 53.7 25.0 50.5 0.0
Bulgaria 10.0 10.0 14.5 10.0
Czech Republic 22.0 15.0 31.2 15.0
Denmark 55.6 55.84 56.2 27.0 to 42.04
Germany 47.5 26.4 48.6 26.4
Estonia 21.0 20.0 21.0 20.0
Ireland 48.0 41.04 54.5 33.0
Greece 46.0 15.0 33.4 15.0
Spain 52.0 20.0 to 24.04 48.9 20.0 to 24.04
France 50.3 45.04 64.4 0.0 to 49.54
Croatia 47.2 12.0 57.2 0.0
Italy 47.3 26.0 42.0 26.0
Cyprus 35.0 30.0 30.0 0.0
Latvia 24.0 10.0 23.5 15.0
Lithuania 15.0 15.0 32.0 15.0
Luxembourg 43.6 10.0 43.4 0.0 to 20.04
Hungary 16.0 16.0 32.0 16.0
Malta 35.0 15.0 35.0 0.0 to 35.0¢
Netherlands 52.0 0.0° 43.8 8.4 to 52.04
Austria 50.0 25.0 43.8 25.0
Poland 320 19.0 34.4 19.0
Portugal 56.5 28.0 50.7 28.0
Romania 16.0 16.0 29.4 16.0
Slovenia 50.0 25.0 37.8 25.0
Slovakia 25.0 19.0 220 19.0 to 25.04
Finland 51.1 30.0 to 33.0* 41.8 30.0 to 33.0¢
Sweden 56.7 30.0 45.4 30.0
UK 45.0 40.04 45.1 18.0 to 28.0*
Switzerlandé 41.7 40.08 36.9 0.0
USA7 46.3 47.38 57.6 20.0
Japan 50.8 20.0 49.8 20.0
EU 15 50.4 28.3 47.5 28.8
New member countries 26.8 17.1 30.8 16.2
EU 28 39.4 23.1 39.7 23.0

Source: European Commission (2014A), Federal Ministry of Finance (2014), Deloitte, OECD, WIFO investiga-
tions and calculations. — ' Unless otherwise noted uniform proportional tax rates. — 2 At shareholder upon
distribution; including corporate taxes. — 3 Financial assets. — 4 Progressive taxation. — 5 Instead 30 percent
on fictitious return of investment of 4 percent. — ¢ Interest income, dividend income: Zurich. — 7 Interest in-
come, dividend income: State New York. — & 2014.

In Austria, like in most other EU member countries, the progressive income tax
schedule and the nominal fop marginal tax rate of 50 percent apply to only part of

3 The average annual gross wage calculated by the OECD for persons employed full-time during 12 months
in the private sector (excluding apprentices) amounts for 2013 to € 41,693 (67 percent of the average wage:
€ 27,795, 167 percent of the average wage: € 69,488).
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taxable income. The incomes liable to wage tax of dependent employees, as
shown above, are subject to an effective maximum tax rate of 43.7 percent, due to
the privileged tox treatment of the 13th and 14th monthly salary, and the same
holds for the incomes of individual persons from entrepreneurship on account of the
profit tax allowance*. Capital gains (returns from the sale of securities and real es-
tate as well as interest income and dividends) are subject o a withholding tax of
25 percent, thus tax rates on capital income in Austria range between the EU-15
and the EU-28 averages (Table 2). Finally, a large part of income from agriculture
and forestry are taxed at a flat-rate charge, an option chosen by over 90 percent of
the enterprises; for a considerable part of them, this is likely to imply a substantial
under-estimation of actual profits (Kofler —Schellmann, 2011).

Looking at labour taxes in a comprehensive way needs including, apart from wage
tax, the social security confributions, even if they, unlike income tax, give the right to
a legally defined service in cash or in kind in return for the insurance payment in
case of occurrence of the insured event (Reiss — Kéhler-Téglhofer, 2011). Between
1976 and 2014, the contribution rates increased from 27.5 percent to 39.9 percents.
Over the same period, the number of employees covered by social insurance (with-
out civil servants) rose from 2.66 million to 3.48 million (2013), the number of persons
in mini-jobs from 148,800 (1996) to 306,200 (2014), of which 63 percent women. The
number of dependent employees according to the national accounts climbed from
2.7 million to 3.7 million (2013).

Table 3 shows the individual tax rates (income taxé plus employee's social security
contributions) for different gross income levels of a single dependent employee
without children in the EU 15 for 2013 (OECD calculations). The marginal tax rate cor-
responds to the share of an additional unit of gross earnings deducted as income
tax and employee's social security charges. At a ratio of 49.1 percent, the so-
defined marginal tax rate for a dependent employee earning the average gross
annual income of € 41,693 in Austria is markedly above the EU-15 average of
42.3 percent. Likewise, the marginal tax rate at a gross income corresponding to
67 percent of the overall average is relatively high at 44.4 percent (EU 15: 38.6 per-
cent). Distinctly below the average is the marginal tax rate for employees earning
167 percent of the overall average gross income: because of the social security
contribution ceiling, it is at 37.9 percent substantially lower than for gross earnings
below that ceiling and also significantly below the EU-15 average of 48.3 percent.

The average tax rate corresponds to the proportion of gross income deducted as
income tax and employee's social security confributions. By this measure, the tax
burden for dependent employees is higher in Austria than on average for the EU 15,
particularly for small and medium-range incomes. For the latter also, the tax sched-
ule is highly progressive’, more than for higher incomes where the social security
contribution ceiling has an overall regressive effect (Reiss — K&hler-Téglhofer, 2011).
While income tax and employee's social contributions account for 28.3 percent of a
gross income equivalent to two-thirds of the overall average, the proportion rises to
34.3 percent for an average income and to 39 percent for an income of 167 per-
cent of the overall average.

For almost all income levels included in the OECD calculations, the marginal a well
as the average tax burden has increased in Austria since 2000. The high and alfo-
gether rising burden on labour income particularly in the lower and middle range is
probably, together with other factors, responsible for the persistently significant dis-

4 For the self-employed, the equivalent of the "solidarity surcharge" referred to above is the stepwise cut of
the profit tax allowance as from 2013 for profits above € 175,000; according to simulations by Statistics Aus-
tria, about 0.1 percent of the self-employed are affected by this measure (Biricz et al., 2013).

5 Employer's and employee's contribution to health, retirement, unemployment and work accident insur-
ance, fee for dffiliation to the Chamber of Labour, contribution to the residential building promotion scheme
and fo the wage-protection fund in case of the employer's insolvency; excluding the employer's contribution
to the Family Benefit Fund (4.5 percent).

¢ In Austria the income tax for dependent employees is better known as wage tax (Lohnsteuer).

7 The degree of tax progression is defined as the ratio between marginal and average tax rate.
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advantage of women and notably of mothers on the labour market and with re-
gard to income (withessed inter alia by their share of mini-job-holders and part-time
workers, the part-time ratfio or the gender pay gap; Schratzenstaller, 2014B). The high
marginal burden on low incomes, which jumps sharply at the transition from a mini-
job to regular employment due to the threshold for social security contributions and
the bottom tax allowance for wage tax, acts as a barrier to the extension of weekly
work hours. The high average burden restfrains labour force participation of women
in the first place, since their supply of labour reacts relatively strongly to (also fax-
related) changes in the net wage. As calculations by the European Commission
show, (European Commission, 2014B), secondary earners (women as a rule) are sub-
ject to a rather high marginal tax burden in Austria. When passing from non-activity
to gainful employment, the marginal tax rate (including social charges) is 30.3 per-
cent for an income equivalent to 67 percent of the average; at the transition from a
job paid at 33 percent of the average wage to one offering 67 percent of the aver-
age, the marginal fax rate amounts to 41.1 percent.

Table 3: Personal marginal and average tax rates by income level

EU 15, single earner without children

Gross earnings as a percentage of average level!

67 percent 100 percent 133 percent 167 percent 67 percent 100 percent 133 percent 167 percent
2013 Change 2000-2013
Personal income tax rate?, as a percentage of gross earnings Percentage points
Marginal tax rate
Austria 44.4 491 49.1 37.9 + 3.9 +79 + 1.1 =05
EU 15 38.6 423 48.0 48.3 +1.0 - 20 + 1.5 + 0.4
Average tax rate
Austria 28.3 34.3 38.0 39.0 +27 + &3 + &2 +27
EU 15 24.8 29.9 34.1 37.2 - 14 - 0.9 -03 + 0.4
Source: OECD (2014A). — ' Average full-time gross wage earnings of dependent employees in the private sector. — 2 Employees' taxes (income tax

and employees' social security contributions).

The high tax rates on small and middle incomes, together with other related features
of the tax system (single-earner tax credit and preferential income tax treatment of
overtime work hours, ceiling on social security contributions, contribution-free health
insurance of non-working spouses etc.) perpetuate the prevailing distinctly unequal
distribution of paid work and unpaid care work between men and women within
the family8. Against this background, the Austrian Ministry of Finance, in budget
chapter "16 Taxes and Public Charges" in the context of the performance orienta-
tion for the federal budget drafts for 2014 and 2015, has formulated an equal oppor-
tunity objective as follows: "the tax system supports a better distribution of gainful
employment as well as of unpaid work between men and women". Among the
measures designed to meet this objective, the document quotes the phasing-out of
negative employment incentives in the tax system (such as the lowering of the bot-
tom marginal tfax rate) and a review of the entire income tax system for such im-
pediments by the Tax Reform Commission.

Employers also are subject to a high tax burden on labour, i.e., high non-wage la-
bour cost. The total marginal tax rate (marginal tax wedge) amounts fo 60.6 percent
for the average gross earnings as well as for 133 percent of gross earnings, markedly
above the average for the EU 15 (52.5 percent and 56.8 percent respectively). For
earnings equal fo 67 percent of the average level, the marginal fax wedge in Aus-
fria is 6.7 percentage points higher than the EU-15 average, whereas for earnings
corresponding to 167 percent of the average level it is 12.8 percentage points lower,
due to the effect of the contribution ceiling: in the latter case, the total tax wedge

8 Further elaborated in Schrafzenstaller (2014B).
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amounts to 42.2 percent, almost 20 percentage points lower than for middle in-
comes.

Table 4: Total marginal and average tax rates (total tax wedges) by level of income
EU 15, single earner without children

Gross earnings as a percentage of average!
67 percent 100 percent 133 percent 167 percent 67 percent 100 percent 133 percent 167 percent

2013 Change 2000-2013

Total tax rate as a percentage of labour cost? Percentage points
Marginal tax rate
Austria 56.9 60.6 60.6 42.2 +23 * 5.5 + 0.3 =05
EU 15 50.2 52.5 56.8 55.0 + 0.8 -23 + 0.8 + 0.6
Average tax rate
Austria 44.5 491 52.0 51.9 +1.3 +1.8 + 18 + 1.5
EU 15 37.6 42.1 45.6 47.9 -22 - 14 - 038 - 0.2
Source: OECD (2014). - ') Average full-time gross wage earnings of dependent employees in the private sector. — 2) Income tax plus employee and

employer social security contributions, as a percentage of labour costs defined as gross wage earnings plus employer social security contributions,

The total average tax rates (average tax wedge) are in Austria across the board
higher than in the EU 15, particularly so for low and middle incomes. For the average
gross earnings level, income tax and social contributions account for nearly half
(49.1 percent) of the employer's labour cost, for earnings of 133 percent and
167 percent of the average, the tax wedge is around 52 percent respectively. For
earnings equivalent to two-thirds of the average, the total average tax wedge al-
ready reaches 44.5 percent.

Total taxes on dependent employees' earnings amounted o € 71.2 billion in 2013
(Table 5), of which € 18.66 billion were wage tax revenues, € 41.39 billion social secu-
rity contributions and € 11.2 billion other charges on the wage bill (contributions to
the residential building promotion scheme and employers' confribution of family
burdens (Familienlastenausgleichsfonds), tax on sum of wages (Kommunalsteuer)
etc.). The employers' side provided € 33.53 billion or around 47 percent of the total
taxes and charges on labour; workers and employees shouldered € 37.67 billion (in-
cluding wage tax — Lohnsteuer) or nearly 53 percent. Social security contributions
and other charges on the wage bill were shared at 63.8 percent by the employers
and 36.2 percent by the employees.

A further specific feature of the Austrian income tax code is the combination of high
nominal tax rates with a tax base narrowed by numerous tax exemptions. The reve-
nue shortfalls generated by such exemptions are relatively high in Austria, both in re-
lation to GDP and in an international perspective. According to calculations by the
European Commission (European Commission, 2014C), the revenues foregone on
account of the major income tax concessions equalled around 2.8 percent of GDP
in 2011, of which 2 percent of GDP due to the preferential tax treatment of the 13th
and 14th monthly salary. According to a compilation by the Austrian Court of Audi-
tors (Austrian Court of Auditors, 2013), the Austrian income tax code provides for 558
exemptions with the most different justifications and objectives, of which 326 are
stipulated by law and 232 by administrative regulation. The large number of exemp-
tions makes for a high degree of complexity and lack of tfransparency of the income
tax system and adds to the cost for taxpayers and tax authorities alike (OECD, 2010).
Moreover, a system which, like the Austrian, combines high nominal tax rates with
generous exemptions, creates incentives for deliberate (and abusive) tax avoid-
ance. Exemptions also have a distributional aspect, as earners of low incomes or in-
comes below the tax threshold benefit only marginally or not at all from them. If they
are constructed as tax allowance, they grant relief that is rising in absolute and rela-
tive terms (degressive effect) and tend to benefit the well-informed and higher-
income taxpayer. In addition, a number of exemptions are outdated (like the in-
house beer consumption of breweries) or may have undesirable effects (like the tax
privilege for overtime work which is questionable from an employment policy per-
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spective, or the taxation of company cars that does not consider environmental
standards).

Table 5: Taxes on labour of dependent employees

2013
Employers' taxes  Employees' taxes Total Employers' taxes  Employees' faxes
Million € Percentage shares
Total taxes 33,533 37,671 71,203 47.1 52.9
Wage tax 18,657 18,657 0.0 100.0
Total taxes excluding wage tax 33,533 19,014 52,546 63.8 36.2
Social security contributions 22,854 18,534 41,389 55.2 44.8

Health insurance contributions dependent

employees 4,003 4,129 8,132

Health insurance confributions unemployed 330

Pension insurance contributions dependent

employees 14,201 11,598 25,799

Accident insurance contributions 1,513 1,513

Unemployment insurance confributions 2,807 2,807 5,615

Other charges on wage bill! 10,678 479 11,158 95.7 4.3

Residential building promotion 457 457 9215

Contributions to insolvency-funds 473 473

Special pension contributions, nightshift and

heavy worker 31 31

Bad weather compensation 22 22 43

Disabled persons, equalization levy 138 138

Employee provident fund? 1,043 1,043

Severance pay fund "old™ 380 380

Tax on sum of wages* 2,742 2,742

Employers' contribution of family burdens 5,325 5,325

Tax on employment (Vienna underground) 67 67

Source: Association of Austrian social security agencies, Federal Ministry of Finance, Federal Ministry of Labour, Social Affairs and Consumer
Protection, Stafistics Austria, Austrian Association of Insurance Companies, WIFO calculations and compilation. — T Excluding Chamber of Labour
levy and employer's confribution surcharge (Economics Chamber levy 2). — 2 Estimate for 2012. — 3 Estimated net allocation (gross transfer minus
liquidation) 2012. — 4 Kommunalsteuer.

4.2 Taxation of consumption

4.2.1 Value-added tax

As shown in Table 6, the share of consumption taxes in fotal tax revenues edged
down in Austria between 2002 and 2012, from 28.5 percent to 27.6 percent. The
structural shift in consumption taxes was at the expense of environmental taxes and
other special excise taxes, while the share of VAT remained constant. The effective
implicit macroeconomic consumption tax rate edged down from 22.5 percent in
2002 to 21.3 percent in 2012, which is broadly in line with the EU-28 average of
21.6 percent (Table 1). For a long time, until 2009, the standard VAT rate in Austria
was above the international average; today, the rate of 20 percent is below the EU
average of 21.5 percent (2014), as no less than 20 EU member countries have since
2009 raised the standard VAT rate, some of them in several steps, as part of their fis-
cal consolidation strategies (European Commission, 2014A).

Table 6: Structure of consumption taxes

Austria EU 15 EU 28 Austria EU 15 EU 28
2012 Change 2002-2012
As a percentage of total taxation Percentage points
Consumption taxes total 27.6 29.7 34.6 - 09 - 0.5 + 0.8
VAT 18.6 19.2 22.3 - 0.1 + 05 + 1.4
Environmental taxes 5.7 6.6 7.2 - 0.4 - 0.4 - 05
Other consumption taxes &3 3.9 5.1 - 04 - 04 - 0.1

Source: European Commission (2014A).

As calculations by the European Commission show, the revenue potential of VAT -
offered by applying the standard VAT rate to the total of private consumption —is by
far not fully exhausted in any EU member country. Due to privileged tax rates and
tax exemptions, the C-efficiency (i.e., actual VAT revenue in relation to the revenue
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potential) was only 48.8 percent on average in the EU in 2012 (European Commis-
sion, 2014B). Although Austria, with a ratio of 60.6 percent, markedly exceeded the
EU average, the revenue potential is still, as elsewhere, eroded to an important ex-
tent. Tax concessions are granted not only for goods and services that can be re-
garded as part of a socio-cultural subsistence level; hence, their socio-political justi-
fication can be questioned. Thus, according to a recent study by the OECD (2014B),
reduced VAT rates for services predominantly consumed by well-to-do households
(opera and theatre tickets, certain restaurant items and hotel overnight stays) have
a regressive distributional impact. Moreover, the many exceptions render the VAT
system overly complicated, difficult to administer and prone to avoidance and eva-
sion. While reduced rates are intended as subsidies (like the rebates for cultural ser-
vices, restaurant consumption, hotel stays or animal food), such kind of indirect sub-
sidisafion which normally does not appear in subsidy reports, adds to opacity and to
systematic under-reporting of the entire scope of economic subsidies.

A revealed tax compliance gap of 10.7 percent is indicative of the extent of tax
evasion, even if there may also be other causes beside downright fraud. This com-
pliance gap is obtained when comparing the actual tax receipts with their target
level on the basis of the legal regulations in force.

4.2.2 Taxes on the consumption of tobacco and alcohol

Table 7 illustrates the quantitative importance of taxes on tobacco and alcohol
consumption — besides the environmental taxes the major steering taxes for the in-
ternalisation of negative external and demerit effects —, as measured by their reve-
nue in relation to fotal tax revenue as well as to GDP. As can be seen, the weight of
these two taxes in 2012 was lower in Austria than on average in the EU 15, and even
more so when compared with the EU-28 average. Like for the EU 15, their weight
had also declined since 2002. In the EU 28, however, the weight of tobacco tax
revenues had increased over the same period. The stepwise increase notably of the
tobacco tax, in Austria as in many other EU member countries enacted in the con-
text of fiscal consolidation strategies, but also the alcohol tax hikes thus compen-
sated only partly the loss of importance inherent in them as unit taxes, if they are not
automatically adjusted for inflation?.

Table 7: Taxes on tobacco and alcohol consumption

Austria EU 15 EU 28 Austria EU 15 EU 28

2012 Change 2002-2012

In percent Percentage points
Tobacco taxes
As a percentage of GDP 0.53 0.66 0.91 - 0.06 - 0.07 + 0.16
As a percentage of fotal taxation 1.22 1.76 2.64 - 0.13 - 0.20 + 0.51
Alcohol taxes
As a percentage of GDP 0.10 0.25 0.33 - 0.05 - 020 - 0.14
As a percentage of fotal faxation 0.24 0.66 0.97 - 0.11 - 0.45 - 0.33

Source: European Commission. alcohol taxes: taxes on beer, wine, sparkling wine, brandy and intermedi-
ate products. France: latest available data for 2011.

4.2.3 Environmental taxes

Although the main objective of environmental taxes is their steering effect and eco-
logical effectiveness, they have actually evolved historically and were introduced
for revenue-raising purposes. According to the polluter-pays principle, environ-
mental taxes correspond to the price of environmental or resource consumption
that as external effect does not enter into the production cost calculation. They are
supposed to setf incentives for more efficient and environmentally sound production
and consumption behaviour, thereby correcting for market failure. Unlike with the
legal measures, the economic actors can decide on the concrete measures to

? More precisely, only the taxes on alcohol are genuine unit taxes (i.e., are defined by an absolute amount
per unit of consumption); the tobacco tax consists of both, an ad-valorem and a unit tax element.
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take. An advantage of environmental taxes lies in their sustained incentive fo re-
duce emissions, since they set a price down fo the last emission unit. This principle is
violated if the tax amount is limited by a ceiling'®. Environmental taxes are generally
designed as unit taxes, i.e., they are based on physical units of ecologically relevant
production or consumption processes or emissions. From the perspective of eco-
nomic theory (Baumol — Oates, 1971), environmental taxes are most economically
efficient and ecologically effective if they are designed at flat rate, i.e., a single tax
rate applied to the tax base (e.g., energy content of a particular energy source). In
reality, other considerations enter into the decision on tax rates, as witnessed by the
different tax rates in force, such as for power vs. heating fuels.

According to an internationally agreed definition'!, environmental taxes are those
the base of which has a proven specific negative impact on the environment (Euro-
stat, 2001). This concept moves the purpose of the tax (infroduction) to the back-
ground (e.g., infroduction for revenue-raising purposes). Environmental taxes may
be classified as follows:

e energy taxes (in Austria e.g., mineral oil tax, energy levy),

e fransportation taxes (motor car tax, car registration tax, engine-capacity-related
car insurance tax, standardised fuel consumption levy, road fraffic charge, airline
ticket levy),

¢ environmental pollution taxes (waste disposal charge),

e resource taxes (real estate tax!2, hunting and fishing permit levy, landscape con-
servation and nature protection levy).

Figure 3: Composition of environmental tax revenues

Environmental
pollution tax
0.7 percent

Resources tax
7.9 percent

Transportation tax
29.6 percent

Energy tax
61.8 percent

Source: Statistics Austria, federal final account statement, WIFO database, WIFO calculations.

10 For energy-intensive producers in Austria, the tax burden is limited to 0.5 percent of the net output value
(energy tax refund).

1 Environmental taxes as defined by Eurostat Doc. Eco-taxes/?8/1: "A tax whose tax base is a physical unit
that has a proven specific negative impact on the environment." This definition does not provide for the
earmarking of revenues to the benefit of the environment.

12 International statistics do not classify the real estate tax as environmental tax. For this reason, the harmo-
nised Eurostat data for Austria differ somewhat from the environmental fax revenues as released by Statistics
Austria.

WIFO WIFO Bulletin, 2015, 20(5), pp. 55-71

65



TAX SYSTEM: STATUS QUO W

The composition of the environmental tax revenues according fo the internationally
harmonised definition, but following the national classification (Figure 3), shows for
Austria a dominance of energy taxes, due also to the inclusion of the mineral oil tax
with the energy taxes. Taken together, energy and fransportation taxes accounted
for more than 90 percent of all environmental tax revenues in 2013. The share of re-
source taxes consists almost entirely of real estate tax revenues, supplemented by
levies of altogether marginal revenue, imposed by the Lander.

In 2013, the government received revenues from environmental taxes to the tune of
around € 8.3 billion (Table 8). The most important single tax is the mineral oil tax
which confributes about half of the total. The bulk of mineral oil tax revenues origi-
nates from transport; together with the standardised fuel consumption levy and the
engine-capacity-related car insurance tax, almost three-quarters of Austrian envi-
ronmental fax revenues (2013: 73 percent) are related to fransportation activity. The
energy levy accounts for some 10 percent of tofal environmental tax revenue. As
referred to above, the national definition includes among the environmental taxes
also the real estate tax which conftributes slightly over 7 percent to total environ-
mental tax revenues.

Table 8: Environmental taxes in terms of the national accounts
According to EU and OECD definitions and national classification
2005 2006 2007 2008 2009 2010 2011 2012 2013

Tax revenues in million €
Entirely federal and shared taxes

Mineral oil tax 3,565 3,553 3,689 3,894 3,800 3.854 4,213 4,181 4,166
Motor car tax! 177 175 164 77 68 70 59 45 48
Carregistration tax 151 151 148 150 158 158 168 177 175
Engine-capacity-related insurance tax 1,325 1,376 1,410 1,475 1,521 1,554 1,662 1,728 1,782
Standard fuel consumption levy 486 490 456 472 437 452 481 507 457
Road fraffic charge 1 1 0 0 0 0 0 0 0
Special levy on oil 0 0 0 0 0 0 0 0 0
Energy levy? 785 669 764 709 655 726 792 831 886
Waste disposal charge 46 72 72 64 57 51 53 53 53
Air ticket levy 59 107 98
Real estate tax 512 517 529 552 568 583 595 607 623

Lander-regulated charges

Hunting and fishing permit levy 11 11 10 10 10 10 10 10 11
Vienna tree protection charge 8 0 1 1 2 2 1 2 1
Landscape and nature protection levy 9 7 10 11 10 9 9 10 9
Environmental taxes (NA), total, million € 7,071 7,022 7,253 7,415 7,282 7,469 8,102 8,260 8,309

As a percentage of GDP, nominal 2,9 2,7 2,7 2,6 2,7 2,6 2,7 2,7 2,7

As a percentage of total taxation3 6.8 6,5 6.3 6,1 6,2 6,2 6,4 6,3 6,1
Cologically relevant traffic charges 1,192 1,250 1,435 1,516 1,387 1,512 1,561 1,622 1,687
Special toll* 113 115 119 118 122 124 131 136 147
Lorry toll 775 825 984 1,062 926 1,031 1,062 1,103 1,134
Motorway tax disc 304 310 332 336 338 357 368 383 406

Source: Statistics Austria, federal final account statement, WIFO database, WIFO calculations. Definition by EU and OECD: Eurostat Doc. Eco-
taxes/98/1: "A tax whose tax base is a physical unit that has a proven specific negative impact on the environment". — ' For motor vehicles with a
total weight limit above 3.5 t. — 2 Electricity, natural gas and coal levy, net. - 3 Tax revenue: taxes according to National Accounts (NA) plus actual
social security contributions. — 4 As from 2004: only motor vehicles with a total weight limit up fo 3.5 1.

In 2013, environmental taxes (including real estate tax) contributed é percent to to-
tal tax revenues. The share varies slightly over the years, without following an upward
frend. Among the 28 EU member countries, Austria held rank 23 in 2012, with a share
of environmental taxes below the EU-28 average (Figure 4). The share of 5.7 percent
recorded in 2012 corresponded to the (weighted) average'® for the euro area
countries, which has been steadily declining since 2003. Since the maijority of envi-

13 The weighted average is the share of aggregate EU environmental tax revenues in total aggregate EU tax
revenues.
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ronmental taxes are unif taxes, the decline may partly be explained by the absence
of adjustment for inflation.

Figure 4: Environmental tax revenues as a share of total taxation
2012
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Table 9: Distribution of environmental tax revenues by sector, 2011
Households Manufacturing Services Transport Agriculture Other sector
Percentage shares
Slovenia 64.4 14.5 6.0 4.5 0.0 10.6
Spain 59.7 7.9 9.9 18.2 0.7 4.2
Netherlands 59.2 8.3 19.2 6.2 1.7 7.0
Ireland 59.1 5.9 13.6 12.5 1.1 8.9
Denmark 58.4 5.0 16.8 4.7 1.7 15.2
Germany 56.7 9.7 14.0 9.6 3.0 9.9
Greece 56.6 9.1 18.8 3.3 1.0 12.1
Hungary 56.6 2.8 15.0 14.4 4.8 11.2
Belgium 58% 3.1 18.0 14.5 0.2 11.3
Italy 52.5 6.4 21.1 9.7 1.7 10.3
Austria 51.9 7.8 16.8 13.8 4.1 9.8
UK 49.7 10.5 17.2 11.1 2.2 11.5
Portugal 49.6 4.0 18.4 16.5 1.7 11.6
Lithuania 48.0 13.4 7.2 16.0 7.1 15.4
Sweden 45.2 3.9 18.9 12.4 3.6 19.5
Latvia 45.1 5.7 12.6 18.4 6.9 18.1
Romania 39.6 27.9 0.1 22.6 1.5 9.7
Finland 38.8 10.7 23.5 14.5 2.4 12.4
Luxembourg 35.8 1.1 9.2 0.0 0.5 53.9
Bulgaria 8585 11.5 10.1 22.4 5] 20.5
Estonia 31.2 6.1 14.3 26.3 3.6 22.2
Malta 26.1 7.2 10.2 12.8 3.7 43.8
Czech Republic 19.5 20.3 21.4 17.5 3.7 21.3
Average 47.5 8.8 14.5 13.1 2.7 16.1

Source: Eurostat.

In most EU member countries, energy and transportation taxes are the two most im-
portant environmental tax categories, although their relative weight varies. A classi-
fication of environmental tax revenues by sector is available for most EU member
countries (latest data are for 2011). In about half the countries surveyed, more than
50 percent of environmental tax revenues were collected from private households;
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in Austria the share was close to 52 percent in 201114, The contribution of the manu-
facturing sector to the total of environmental tax revenues is below 10 percent in
almost all countries since, for example, a ceiling imposed for energy-intensive pro-
ducers (as granted in Ausfria and several other countries) exempts part of the tax-
relevant activities from actual tax liability. The service sector contributes on average
14.5 percent to overall environmental tax revenues, while the share is somewhat
higher in Austria. The proportion is similar for the transportation sector (without pri-
vate households). However, the distribution of fax payments by sector gives no clue,
to what extent a particular sector can shift the fax burden downstream (or up-
stfream).

4.3 Corporate taxation

The level of nominal and effective corporate tax rates and the international tax bur-
den differentials influence various corporate decisions (choice of location, scope of
investment, financing structure etc.). A rich empirical literature investigates into the
impact of corporate taxation in a host country on investment by multinational com-
panies. In a meta-analysis, Heckemeyer — Overesch (2012) find corporate taxation
to be of significant influence: first, on activity and decisions in the real economy
(aggregate cross-border investment in general and in material assets in particular,
probability of settlement, number of foreign subsidiaries of multi-national enterprises,
size of invested capital at a given location); second, on tax-burden-shaping activi-
ties like the shift of profits towards lower-tax jurisdictions by deliberately designing
fransfer prices and intra-company financial relations.

At 25 percent, the statutory corporate tax rate in Austria is slightly lower than the EU-
15 average and somewhat above the average EU-28 level (Table 10). Also the for-
ward-looking microeconomic marginal (EMTR) and average (EATR) fax rates for
model investment projects, as calculated by the ZEW Institute in Mannheim, are a bit
lower in Austria than the EU-15 average, but higher than for EU 28 (European Com-
mission, 2013). However, the backward-looking macroeconomic implicit business tax
rate of nearly 24 percent, according to calculations by the European Commission
(European Commission, 2014A), was 5 percentage points above the EU-15 average.
In relation to GDP, business tax revenues'> amounted to 2.4 percent in 2012, un-
changed from 2002 and slightly below the EU average'¢. The step-by-step reduction
of nominal corporate tax rates within the EU has continued during the years since
2002, although the need for unwinding the jump in government debt in the course
the crisis set fight limits to such "race to the boftom". At the same time, the notional
forward-looking effective corporate fax rates declined; the revenue shortfalls im-
plied by the tax rate cuts have thus probably only partly been offset by enlarging
the tax base through phasing-out of tax exemptions (tax-cufs-cum-base-
broadening). The decline in the implicit corporate tax rates (obtained on the basis
of actual tax revenues) between 2002 and 2012 has likely been driven by three fac-
tors that may have played a different role across countries: the repeated cuts in the
tax rate, the fall in corporate profits following the financial market and economic
crisis, and the transfer of profits by multi-national companies from countries with rela-
tively high to such offering low nominal business tax rates or specific fax concessions.
These factors also explain why business tax revenues have declined EU wide as per-
cent of GDP, though the infroduction of bank levies (like in Austria) that in most
countries are classified as business taxes may act as a revenue-stabilising force.

While the (effective) business tax rates in Austria are somewhat above the interna-
tional average, though supplemented by a number of attractive tax exemptions
and reliefs (notably for research expenditure or group taxation), the business tax en-

14 As referred to above, the national data for Austria deviate from the Eurostat classification.

15 In compliance with the definition adopted by the European Commission, business taxes include, apart
from corporate tax, capital gains taxes, the Financial Institutions Stability Fee and contributions to the statu-
tory special interest groups (Chambers).

16 The below-average figure for Austria is explained by the relatively small share of companies liable to cor-
porate tax within the business sector.
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vironment has been impaired in recent years by frequent changes in the tax code
which undermines companies' long-term planning (e.g., the introduction of a lim-
ited-liability company "light" with subsequent restrictions or the stepwise retreat from
the favourable taxation of multinational groups).

Table 10: Nominal and effective business tax rates for incorporated enterprises

Austria EU 15 EU 28 Austria EU 15 EU 28

2013 Percentage change 2002-2013!
In percent Percentage points

Statutory corporate tax rate 25.0 27.0 23.2 - 90 - 56 - 58
Effective average tax rate (EATR) 23.0 24.8 21.1 + 0.0 - 30 - 19
Effective marginal tax rate (EMTR) 18.4 18.8 153 + 0.0 - 3.7 - 2.1
Implicit corporate tax rate?3 23.9 19.0 . - 4.1 - 30

Corporate income tax as a percentage

of GDP2 2.4 2.6 2.6 + 0.0 - 0.7 - 03

Source: European Commission (2013, 2014A). Arithmetic mean. — ' EATR and EMTR: difference from 2005. —
2 Last available data: 2012. - 3 EU 15 excluding Germany, Greece, Denmark, Luxembourg.

44 Taxes on property

The share of taxes on property in total tax revenues remained almost constant in
Austria between 2002 and 2012, at 1.3 percent, whereas for the EU 15 it climbed to
5 percent, and to 3.7 percent for the EU 28 (Table 11). As a fraction of GDP of
0.6 percent in 2012, the tax burden on property was markedly lower in Austria than in
the EU 15 at 2 percent of GDP or the EU 28 at 1.4 percent of GDP. Among the OECD
countries, only four of them exhibited a lower property tax/GDP ratio than Austria
(OECD, 2014C).

Table 11: Taxes on property

Austria EU 15 EU 28 Austria EU 15 EU 28

2012 Change 2002-2012

In percent Percentage points
As a percentage of GDP 0.6 2.0 1.4 + 0.1 + 0.1 + 0.1
As a percentage of total taxation 1.3 5.0 3.7 + 0.1 + 0.2 + 0.2

Source: European Commission (2014A). Arithmetic mean.

Between 1990 and 2012, the composition of property-based tax revenues shifted
markedly (Table 12). Regular taxation of land and real estate property (primarily via
the real estate tax) conftributes more than half to total property-based tax revenues
in the EU 15 (less than one-third in 1990), against 60.9 percent in the OECD (1990:
39.2 percent) and about 40 percent in Austria (1990: 24 percent). Only very few
countries collect nowadays a net wealth tax; accordingly, revenues have declined
to 8.1 percent of total asset-based tax revenues in the EU 15 and to 8.7 percent in
the OECD. The contribution from inheritance and gift taxes (sfill in force in 19 of the
28 EU member countries) edged down in the EU 15 (fo a share of 10.1 percent of to-
tal asset-based tax revenues) as well as in the OECD (to about 6.7 percent). In Aus-
fria, taxes on financial and capital transactions claim a major share of 58 percent
(tax on real estate acquisition and capital transaction tax); in the EU 15, such faxes
account for around one-quarter, in the OECD for some 22 percent of total property-
based tax revenues.

The long-term decline in importance of property-based tax revenues in Austria stems
from the step-by-step abolition of most of these taxes (securities tax, stock exchange
turnover tax, net wealth tax, inheritance and gift tax, frade capital tax). Meanwhile,
property-based tax revenues are primarily generated by the real estate acquisition
tax, the real estate tax (which, however, due to the problem of adjusting the as-
sessed tax value, generates revenues lagging behind the growth of the tax base)
and the capital tfransfer tax (which, however, will be phased out in 2016).
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Table 12: Composition of property-based tax revenues

Austria EU 15 OECD Austria EU 15 OECD

2012 Change 1990-2012

Percentage shares Percentage points
Recurrent taxes on
immovable property 40.1 54.6 60.9 +16.0 + 23.0 +21.7
Recurrent taxes on net wealth 0.0 8.1 8.7 — 43.6 - 49 - 38
Inheritance and gift taxes 1.2 10.1 6.7 - 40 - 1.6 - 24
Taxes on financial and capital
fransactions 58.0 25.2 22.4 + 30.9 -174 -15.9
Other wealth-related taxes 0.7 2.0 1.3 + 0.7 + 0.9 + 03

Source: OECD (2014C), WIFO calculations.

5. Conclusion

The present analysis has revealed that the tax burden in Austria is comparatively
high and that the gap vis-a-vis the EU average has widened. The Austrian tax struc-
ture exhibits a number of specific features: taxes on labour are high, both from the
employee's and the employer's perspective, they follow an upward frend and
markedly exceed the international average. The share of environmental taxes is be-
low the EU average, their effective burden is in the middle range. Revenues from to-
bacco and alcohol taxes, major "sin taxes" infended to influence private behaviour,
are losing imporfance in the longer run. Taxes on property claim a rather small and —
against the infernational frend - significantly declining share of total taxation. Nomi-
nal tax rates on income are high, those on returns from capital are about average,
as is the nominal and effective corporate tax burden. Moreover, complexity and
lack of fransparency of the tax system are on the rise. These findings call for a major
overhaul of the system, notably of the composition of tax revenues (see on this
Képpl —Schratzenstaller, 2015).
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