
 

 
 
 
 
 
 
  
Written by KPMG 
November – 2018  

  

 

 

 

 

 

 

Study on tax compliance costs 
for SMEs 

 

Final Report 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Authors: 
Olaf Buske, Christopher Scott, Arthur Kerrigan, Frank Vancamp, Muriel Narmon, András Kaszap, Marcell 
Németh, Dóra Novák, Wannes Verschueren, Laurence Genillard, Tim Meeusen (GfK), Denis Wegge (GfK) 

 

 

 

 

 
EUROPEAN COMMISSION 

Directorate-General for Internal Market, Industry, Entrepreneurship and SMEs (DG GROW) 

Directorate H — COSME Programme 

Unit H.3 — COSME Financial instruments 

E-mail: GROW-H3@ec.europa.eu 

 

European Commission 
B-1049 Brussels 

mailto:GROW-H3@ec.europa.eu


EUROPEAN COMMISSION 

Directorate-General for Internal Market, Industry, Entrepreneurship and SMEs  

COSME 

2018   EN 

 

 

 

 

 

 

 

 

 

Study on tax compliance 
costs for SMEs 

Tender No. EASME/COSME/2015/004 

Final Report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Study on tax compliance costs for SMEs  

I 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LEGAL NOTICE 
This document has been prepared for the European Commission. However, it reflects the views only of the 
authors, and the Commission cannot be held responsible for any use which may be made of the information 
contained therein. 

More information on the European Union is available on the Internet (http://www.europa.eu). 

Luxembourg: Publications Office of the European Union, 2018 

ISBN: 978-92-9202-331-7 

DOI: 10.2826/02329  

© European Union, 2018 
Reproduction is authorised provided the source is acknowledged. 

 

Europe Direct is a service to help you find answers  
to your questions about the European Union. 

Freephone number (*): 

00 800 6 7 8 9 10 11 

(*) The information given is free, as are most calls (though some operators, phone 
boxes or hotels may charge you). 

http://europa.eu.int/citizensrights/signpost/about/index_en.htm#note1#note1


Study on tax compliance costs for SMEs  

II 

ABSTRACT OF THE STUDY 
This Study looks at how the propensity of small- and medium-sized enterprises (SMEs) 
to trade cross-border within the internal market is affected by administrative 
obligations through compliance with tax laws and how these can be improved. SMEs 
face proportionally higher costs than larger enterprises and the Study suggests 
potential improvements at national and EU level. The findings are underpinned by 
extensive quantitative and qualitative research, painting a picture of how the major 
taxes (notably CIT, VAT and payroll taxes) impose a multiplicity of obligations. These 
are issues for all enterprises but SMEs, with limited internal resources, often struggle 
and more frequently seek costly outsourcing of the process. The Study draws attention 
to the manner in which differing national tax requirements can create hurdles to 
cross-border activities in the Internal Market which SMEs are least equipped to handle. 

In its recommendations, the Study looks first at measures which can be taken at EU 
level and where the Commission’s right of initiative can be used to improve the 
environment for Europe’s SMEs. It then identifies how individual Member States can 
encourage SMEs by making it easier and less costly to manage their tax obligations 
and identifies good practice in several Member States. 
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EXECUTIVE SUMMARY 
Objective of the Study 

This Study provides an overview of the impact of tax regulation on the tax compliance 
burden faced by small- and medium-sized enterprises (SMEs) and provides 
recommendations on how they may be reduced both at a national and European level. 
Given that tax regulation is often written in a way that addresses all types of 
enterprises similarly, SMEs often face a comparative disadvantage to large-scaled 
enterprises (LSEs) as the burden of compliance falls disproportionately on them 
relative to their size and because they often do not have sufficient financial and 
human resources to manage their regulatory obligations. The information gathered in 
the survey conducted for this Study has provided fresh insights into the burdens faced 
by SMEs and underpins the recommendations made in the Study. 

SMEs currently account for almost all European Union (EU-28) non-financial business 
sector enterprises (99.8%), two-thirds of total EU-28 employment (66.6%) and 
slightly less than three-fifths (56.8%) of the value added generated by the 
nonfinancial business sector.1 This is why even small improvements in the regulatory 
environment for SMEs may have a large impact on the economy of the EU. This Study, 
requested by the European Commission (EC), is a contribution to continuing efforts in 
support of the Small Business Act (SBA)2 for Europe, first launched in 2008, which 
aims to improve the approach to entrepreneurship in Europe, simplify the regulatory 
and policy environment for SMEs, and remove the remaining barriers to their 
development.  
The Study covers six industry sectors, four types of enterprises and 20 European 
countries. 

Methodology Employed 

A mixed-methods approach combining qualitative and quantitative research methods 
such as desk research, Computer Assisted Telephone Interviewing (CATI), Computer 
Assisted Web Interviewing (CAWI) and collection of quantitative data via enterprise 
databases and public registries, key informant interviews and focus group discussions 
was applied to triangulate the findings and suggestions presented in this Study. 

The findings of this Study are based on a large scale telephone survey which ran in 
mid-2016 targeting SMEs and, to a lesser extent, LSEs. The survey questionnaire was 
designed to provide comprehensive picture regarding tax compliance obligations. 
Through the survey, quantitative and qualitative data was collected regarding total 
enterprise tax compliance costs (TETCC) and other relevant characteristics of the 
enterprises. All survey respondents were asked to refer to their 2014 accounting year 
before providing their answers. Desk research and other data collection methods 
complemented the large scale survey. 

In order to provide a representative picture regarding the burden of tax obligations 
faced by the 16.3 million enterprises in the underlying population of the sample, the 
responses of enterprises were weighted prior to the commencement of the analysis. 
The data collection and data cleaning process chosen for the Study along with the 
resulting data are described in detail below. 

Large scale data collection exercises regarding tax compliance obligations have some 
inherent limitations to them and this Study is no exception. Respondents are inclined 
to overstate tax compliance issues and, even with more than 3 000 responses, it is 

                                                   
1  European Commission. (2017). Annual Report on European SMEs 2016/2017. Brussels.  
2  European Commission. (2008). Communication from the Commission to the Council, the European 

Parliament, the European Economic and Social Committee and the Committee of the Regions “Think 
Small First” A “Small Business Act” for Europe. COM/2008/394 final. Brussels. 
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often difficult to draw robust quantitative conclusions for different groups of 
enterprises at the country level. Systematic non-response to certain questions can be 
an additional issue. Notwithstanding these limitations, this survey provides, to the 
best of our knowledge, the most comprehensive dataset prepared to date regarding 
the tax compliance obligations faced by European SMEs and, as such, insightful 
conclusions can be drawn from the analysis of the data. 

The quantitative assessment of the data made use of the Standard Cost Model (SCM), 
inferential statistics and regression analysis. 

The SCM is used in this Study to calculate the administrative burden (AB) related to 
information obligations (IO) stemming from tax regulation. This provides absolute 
figures on TETCC to give the reader a view on the AB of complying with different 
taxes. The SCM calculates the AB for the normally-efficient enterprises (NEE) (an 
enterprise deemed representative of an observed population). In this Study the TETCC 
of the average enterprise3 is deemed to be the TETCC of a NEE.  

We then estimated certain ratios to provide further context and perspective on the 
SCM calculated costs in terms of their relationship to relevant measures of the 
economic performance of enterprises, such as turnover. We compared these estimated 
ratios across enterprise size, sectors, countries and other relevant enterprise 
characteristics. Through such comparisons, several findings emerged regarding the 
burden of tax compliance relative to these characteristics. 

To add some further detail to the analysis, we estimated regressions by several 
methods. The regression analysis showed, whether or not there is statistical evidence 
that certain enterprise characteristics have an impact on the different measures of the 
relative burden of compliance while considering also the other characteristics of the 
enterprises. 

Conclusions from the quantitative analysis 

Tax compliance is a significant burden driven to a large extent by data collection 
needs. 

Tax compliance is a significant burden for European enterprises: our survey results 
suggest that the average enterprise incurs a TETCC of EUR 6 971 in meeting its tax 
obligations which amounts to 2.5% of its turnover and to 52% of its total tax liability. 
Value Added Tax (VAT), Corporate Income Tax (CIT), and wage related taxes and 
contributions are rated the most burdensome taxes in that order. They are followed by 
property and real estate taxes. 

The bulk of TETCC can be attributed to data collection implying that the internal 
processes of identifying, checking and collating relative data are the key components 
of the compliance burden. For CIT, the average cost related to data collection makes 
up 37% to 50% of the compliance costs depending on the size of the enterprise. The 
same figure is 44% to 70% of compliance costs for VAT.  

Overall, the statistical analysis shows that enterprise size, country, sector, 
dependence structure, cross-border trade and outsourcing all have a statistically 
significant impact on the absolute tax compliance burden for enterprises. However, 
only enterprise size, country and cross-border activity have a statistically significant 
impact on the relative burden. 

 

                                                   

3  The average enterprise is taken to mean a business within the target group that handles its 
administrative tasks in a normal manner. The computation excludes enterprises that handle such tasks 
better or worse than can be reasonably expected. The top 5% and bottom 5% of outliers in terms of 
TETCC were thus excluded. The mean of the remaining sample represents the average enterprise. 
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TETCC are proportionately greater for smaller enterprises. 

The activities of LSEs are more diverse and of a greater scale than SMEs’. Therefore it 
is not surprising that they face a higher absolute cost in meeting their tax obligations 
than smaller enterprises. The picture changes when one considers TETCC relative to 
the economic characteristic of enterprises. The survey shows that, on average, SMEs 
spend 2.5% of their turnover on compliance with tax obligations whereas, LSEs spend 
only 0.7% of turnover on tax compliance obligations. What might be the reason for 
this? 

One reason may be that some parts of TETCC are fixed costs and so LSEs have the 
opportunity to leverage their economies of scale when addressing compliance 
obligations. Further the smallest enterprises often do not have tax experts in-house 
and therefore may, more often, seek external support for tax compliance. Indeed, the 
survey data shows that 80% of micro- and small-sized enterprises outsource partially 
or fully their tax obligations while the same figure is only 70% for medium-sized 
enterprises and LSEs.  

It is also interesting that the data appears to show that new enterprises – that bring 
the promise of creating new jobs for the economy of the single market – are in a 
disadvantaged situation when it comes to bearing the cost of tax compliance: In 
13 out of 20 countries, the relative burden of tax compliance is higher for new 
enterprises than for the average enterprise. 

e-filing is prevalent but does not necessarily reduce the compliance burden. 

In 2014, 93% of enterprises filed at least CIT or VAT tax returns electronically and 
75% file both tax returns electronically. Enterprise size also plays a role: the larger 
the enterprise, the more likely it is that it files electronic tax returns. While electronic 
filing may be convenient for the enterprise, the data does not show that this leads to a 
significantly lower relative compliance burden. 

Irritation cost for CIT and VAT are not related to TETCC . 

While in some countries the very low (or very high) TETCC seem to influence irritation 
costs, for other countries there seems to be no clear relationship between irritation 
costs and the level of TETCC. The countries with the highest discrepancy between CIT 
and VAT irritation costs are Czechia, Poland and Estonia. 

The burden of tax compliance is not significantly reducing over time 

A comparison of our results to the European Tax Survey of 2004 suggests that there 
was little progress made between 2004 and 2014 in reducing the tax compliance 
burden of SMEs. In the 14 countries covered by the European Tax Survey, the average 
SME spent 2.6% of its turnover on tax compliance in 2004. In the same 12 countries 
covered by this Study, on average, SMEs spent 2.4% of their turnover on tax 
compliance obligations in 2014. 

European countries have diverse tax regulations and our analysis shows that they are 
not equally burdensome. Enterprises in Ireland, Estonia and Luxembourg face a 
significantly smaller relative burden compared to enterprises in other countries. On 
the other hand, enterprises in Czechia, Poland and Germany face a higher relative 
compliance burden than others. The TETCC to turnover ratio varies between 0.7% 
(Luxemburg) and 3.8% (Poland) and the IETCC to turnover varies between 0.03% 
(Slovenia) and 1.07% (Poland). This suggests there is an opportunity for countries to 
learn from each other as to ways in which the compliance burden in their countries 
could be reduced.  

Cross-border activity increases the absolute, but appears to decrease the relative, tax 
compliance burden. 

The statistical analysis shows that the average enterprise with cross-border activities 
faced TETCC which are about 67% higher than enterprises active only in their home 
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country. This is not surprising given that enterprises with cross-border activities often 
have substantially higher turnover compared with similar enterprises active only in 
their domestic markets and will be dealing with different taxation regimes. 

However, the relative burden of TETCC for enterprises engaged in cross-border trade 
is 0.86 percentage points lower than similar enterprises engaged only in their 
domestic markets. This appears surprising given that cross-border enterprises will face 
additional obstacles in trading cross-border. It could be, however, that the extra scale 
brought about by international trading facilitates economies of scale in the 
management of tax compliance costs. Another potential explanation is that, even after 
controlling for size categories, turnover can play a role, as the additional turnover 
gained from entering foreign markets may be proportionately much higher than the 
additional tax compliance costs created. This would result in the relative burden being 
reduced even if the absolute cost has increased. 

Individual enterprise characteristics are a key factor in determining the compliance 
burden. 

The statistical analysis can explain only a limited amount (11-21%) of the variance in 
the different measures of the tax compliance burden. This suggests that TETCC and 
the relative burden are highly specific to the individual characteristics of enterprises. 

Conclusions from the qualitative analysis 

The qualitative analysis further interpreted and analysed the results obtained from the 
quantitative analysis based on the insights gained from the survey and from key 
experts including KPMG tax professionals. It built on the quantitative analysis to look 
further at different local legislative requirements, including the complexity of local law 
and practice, and how this may explain the cost burden identified by the quantitative 
survey, and the opportunities offered for improving the regulatory landscape to reduce 
these burdens.  

The qualitative analysis has led to the key conclusions set out below. 

TETCC is positively correlated with the complexity of tax regulation, the frequency of 
changes in tax legislation, the complexity of tax returns and the documentation to be 
provided in a standardised format. 

The interpretation of the results of the quantitative analysis by comparison to the 
specifics of national tax systems indicated that the absolute and relative burden of tax 
compliance are often high in countries with complex tax legislation that changes often 
and where the tax return is complex as a result of the required data input or the 
documentation to be submitted in a standardised form.  

The perception of taxpayers of the AB related to tax compliance obligations is not 
always positively correlated with TETCC, even if this is often the case.  

Respondents to the survey were asked whether or not they perceive the complexity of 
tax laws, the management of tax compliance processes, the tax accounting and 
documentation processes and the frequency of filing as burdensome. Analysis of the 
results revealed that the perception of taxpayers of the AB is not always positively 
correlated with actual TETCC. Clear guidelines and easier access to tax authorities 
could possibly reduce the perception of AB even if actual TETCC remains stable. 

Differing national legislations, differing formats of tax returns and differing languages 
are important hurdles to cross-border activities. 

The qualitative analysis showed that differing national legislation, differing tax return 
requirements and formats and different languages – of both the tax returns and the 
available information – can all be important hurdles to cross-border activities as they 
have a negative impact on the perception of the burden as well as, often, on actual 
TETCC. The survey respondents identified VAT, withholding taxes on movable income, 
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CIT and wage-related taxes and contributions (in that order), as the main tax 
impacting cross-border activities. 

Tax compliance is perceived as more burdensome since 2010. 

The participants to the survey were asked whether they consider that tax compliance 
in general is becoming (much) more or less burdensome compared to 2010. Overall, 
the survey respondents almost unanimously reported that tax compliance has become 
more burdensome since 2010. This is a different conclusion to that discussed above 
when looking at the quantitative data and indicates the importance of perception when 
considering the impact of differing regulatory approaches on taxpayers. 

Recommendations  

The combination of the quantitative and qualitative analyses helped to make 
recommendations for possible actions that may lead to a reduction in administrative 
costs and to mitigate possible distortions and disadvantages for EU/European 
Economic Area (EEA) based SMEs arising from tax compliance burdens. A distinction is 
made between recommendations on an EU level, as some actions need to be taken at 
that level in order to be effective (even whilst respecting the principle of subsidiarity), 
and recommendations on a country level which could further complement or replace 
the recommendations on EU level. 

The recommendations set out below are based on the analysis set out in this Study 
and are focused on its stated aim of identifying options for reducing TETCC for SMEs 
as well as to reduce barriers to participation in cross-border trade arising from tax 
compliance burdens.  

It is important to note that we have not undertaken any form of impact analysis on 
these recommendations to examine the estimated economic, financial, fiscal or other 
impacts if they were to be implemented.  

In the medium to longer term, the consequences of moving towards a data-driven 
business environment and the growing sophistication of data analytics will transform 
the way in which taxpayers interact with tax administrations. Basic concepts of tax 
administration, such as the role of the tax return, will develop and change. The 
challenges here are of a practical nature and are wider than the scope of this Study. 

(i) EU level recommendations for SMEs 

Policy recommendations on CIT 

Definition of SMEs and harmonisation of thresholds 

The use of the SME concept, and the definition of an SME where used for the purposes 
of tax legislation, differ throughout the EU. Harmonising thresholds across the EU in 
order to provide consistent and transparent definitions of what constitutes an SME has 
been identified as a measure that could also reduce complexity in complying with 
different tax regimes and that could also ease access to simplified regimes specifically 
aimed at this sector. These thresholds could then be used to focus specific tax regimes 
for micro- and small-sized enterprises on a consistent basis across the EU. Alignment 
with the criteria formulated for financial statements (Directive 2013/34/EU) could be 
considered. 

A CCTB or CCCTB type system for micro- and small-sized enterprises, a single 
harmonised tax return and a unified tax return platform 

Whilst recognising the differing and strongly held views amongst Member States and 
taxpayers on the merits of a Common Corporate or Common Consolidated Corporate 
Tax Base (CCTB or CCCTB), in terms of the narrow remit of this Study, adopting a 
methodology along these lines could facilitate a single system for SMEs for computing 
the taxable base in all countries in the EU. In conjunction with an associated, 
straightforward, single harmonised tax return specifically designed for micro- and 
small-sized enterprises, this could lead to reduced CIT compliance costs for SMEs and 
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reduced disincentives to cross-border activities arising from tax compliance complexity 
and cost. The tax base that is considered could consist of taxable income based on the 
accounting profit adjusted for a limited number of non-deductible expenses based on 
fixed percentages. Furthermore, a simplified investment incentive can be foreseen. In 
this set-up, Member States can still apply their local tax rate and tax returns would 
still need to be filed in the respective Member States.  

As a next step, if such a system for SMEs is established and a harmonised tax return 
is introduced, the EU might then consider setting up a unified tax return platform (a 
common online platform with multiple features) for all enterprises applying the 
common methodology. 

Policy recommendations on VAT 

Increase of turnover thresholds for special SME schemes and opening of special 
schemes to foreign taxable persons 

The existing VAT rules for SMEs in the VAT Directive4 include a registration exemption 
in what is usually referred to as the “SME scheme” as well as other measures, 
independent of the scheme, which allow for the simplification of different VAT 
obligations. This Study suggests that it could be beneficial to increase the turnover 
thresholds in the VAT Directive if the intention is to reduce the tax compliance burden 
for SMEs, although this in itself will not necessarily benefit all SMEs. Establishing these 
thresholds is largely a matter of national discretion (or the subject of derogations) and 
this has perhaps led to relatively low thresholds in many cases. 

Introducing a graduated approach to entering the VAT system could help SMEs avoid a 
“cliff edge” cost of compliance when first exceeding an exemption threshold. This 
could help foster the growth of SMEs and shield them from facing disproportionate 
VAT compliance costs as soon as exceeding the threshold. 

To help encourage cross-border trading, it could also be desirable to eliminate the 
existing differentiation between established and foreign taxable persons, the latter 
being generally excluded under the provisions of the VAT Directive. Today, non-
established businesses cannot usually benefit from the exemption thresholds or other 
simplification measures and this could discourage cross-border activity for many.  

In addition, the provisions of the special scheme in the VAT Directive could be made 
obligatory and implemented by all Member States. Consideration should also be given 
to additional simplification measures that can ease any sudden transition to full VAT 
obligations. 

The very recent proposal from the Commission to modernise the VAT provisions for 
SMEs5 go a considerable distance towards meeting these recommendations but any 
legislative changes will need to be agreed unanimously by all Member States in the 
Council before becoming effective.  

Implementation of a One-stop shop (OSS) 

Expanding the mini one-stop shop (MOSS) for VAT from digital and telecommunication 
services to other industry sectors and creating a comprehensive OSS based on the 
principle of country of residence, combined with the application of the destination 
principle, would be another measure to alleviate the AB of VAT compliance obligations 
for enterprises with cross-border activities. Taxable persons would only have to 
register for VAT purposes once, namely in the Member State of establishment, and 
they would be able to report their Europe-wide transactions in their own Member 

                                                   
4  Council Directive 2006/112/EC of 28 November 2006 on the common system of Value Added Tax. 
5  European Commission. (18.01.2018). Proposal for a Council Directive on the common system of Value 

Added Tax as regards the special scheme for small-sized enterprises. COM (2018) 0021. 
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State. The new VAT measures contained in the legislation adopted in December 2017 
are a welcomed move in this direction.6  
However, the implementation of an OSS system poses some challenges that would 
need to be solved before implementation: Member States would have to be willing to 
allow the enforcement of part of their VAT collection by other Member States; anti-
avoidance rules would need to be established and a European wide interrogative 
database might need to be established to avoid uncertainty about the applicable VAT 
rate. 

Some of the December 2017 changes will enter into effect in 2019 and contain 
significant facilitation measures for SMEs selling electronic services online to 
consumers in other Member States. Thus, where cross-border sales are below EUR 
10 000 sales per annum, VAT obligations will remain under the system for home 
country obligations. Simpler procedures will also apply for cross-border sales below 
EUR 100 000 per annum.  

Revisiting the basics – some thoughts on more profound change 

If the aim of any change is to reduce burdens on SMEs and reduce obstacles to cross-
border commerce without compromising tax revenues, there are other approaches to 
be examined. The VAT Directive already facilitates margin schemes (e.g., second hand 
goods) and flat rate schemes (as for farmers) which merit wider consideration. That 
the EU’s VAT system is resistant to change, particularly disruptive change, is not of 
itself sufficient ground to discount them. It may, however, be that the Commission 
prefers to assess its proposed reform of the existing scheme before contemplating 
such basic change.  

(ii) Country level recommendations for SMEs 

Country level recommendations for all taxes 

Clear and accessible guidelines 

On a national level, the Study recommends that all Member States adopt clear and 
easily accessible information and guidelines (available in English as well as in the 
national languages) on the interpretation and application of tax laws in order to reduce 
the cost and time of understanding complex legislation which imposes a 
disproportionate burden on SMEs. In the answers to the open questions, lack of clear 
tax related information was regularly mentioned by the respondents as a reason why 
tax compliance has become more burdensome.  

In this respect, the Study also suggests consideration of an evolution towards a 
“cooperative compliance” approach to management of taxpayer compliance through 
which enterprises are encouraged to establish good relationships with their tax 
inspector/tax authority. As a result, they will have more regular interaction and may 
more easily contact him or her for any questions, thereby helping avoid possible errors 
or misunderstandings.  

Simplification of tax legislation and returns for SMEs and less frequent changes in tax 
laws affecting SMEs 

The survey revealed that taxpayers largely attribute the tax burden to the complexity 
of tax law. The survey suggests, in response, that legislators could seek to minimise 
the frequency of tax law changes that impact SMEs (including conducting specific SME 
impact analyses before introducing legislation) and provide sufficient time in the 
implementation phase of new legislation to allow SMEs to familiarise themselves with 

                                                   
6  European Commission. (5.12.2017). VAT: Commission welcomes agreement on simpler and more 

efficient rules for businesses that sell goods online. Retrieved from http://europa.eu/rapid/press-
release_IP-17-4404_en.htm, 15 November 2018. 

http://europa.eu/rapid/press-release_IP-17-4404_en.htm
http://europa.eu/rapid/press-release_IP-17-4404_en.htm
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and implement newly introduced provisions. A suggestion made in this respect is to 
align the taxable profit for smaller enterprises more closely to the accounting profit.  

A more restrained approach to levying of penalties 

Tax authorities might usefully revisit their approach to penalties and assess the 
wisdom of levying a penalty when there is no intentional misconduct. This might occur 
when the taxpayer has made an unprompted admission of a genuine mistake, in 
particular one that is purely technical and causes no tax loss. This need not conflict 
with due process under national law. In many situations, long-term trust and 
compliance can be better achieved by meeting with the taxpayer and discussing the 
issue at stake. In levying penalties consideration should be given to mitigating harsh 
treatment for first offences but encouraging ongoing compliance.  

Implementation of a tax portal with login for each enterprise 

Following the example of the tax portal of the Austrian tax authorities, the Study 
recommends that countries set-up or improve their tax portal, allowing SMEs to have 
a current overview of their tax position and thereby enabling them to better manage 
their tax obligations and payments and more easily communicate with the tax 
authority. The Finnish tax authorities also offer a good example in this respect. We 
note many tax authorities are engaged in an ongoing process of improvement in this 
area. 

Common filing formats 

In most EU countries, we see a trend towards standardisation of the electronic formats 
used for filing tax returns. The Extensible Business Reporting Language (XBRL) format 
is currently one of the most likely candidates to fulfil this role. For SMEs without a tax 
software filing solution or outsourced tax compliance provider, the XBRL filing 
requirement increases the burden of compliance as the composition of an XBRL file 
requires specialised software. 

This Study suggests that tax authorities could consider facilitating compliance for 
SMEs, by providing enterprises with a clear and understandable web interface with 
simple data fields where digital filing is required. Depending on the extent of 
standardisation of the tax return format, the Study suggests that a centrally governed, 
core XBRL taxonomy could be agreed at the EU level to increase interoperability 
amongst Member States. 

Data management – best practices 

With the filing of tax returns in data formats like XBRL, the tax authorities have a 
structured body of data available for tax purposes. 

This Study argues that it can be expected that tax authorities will improve their 
master data strategies, link individual tax databases and move towards a centralised 
body of data. This data can be used to better target tax audits by identifying 
discrepancies between different tax filings and inconsistencies between tax return 
filings over time.  

It is important that this development does not lead to information asymmetry between 
tax authorities and enterprises. This could be avoided by sharing the general issues 
identified that drive tax authority focus with taxpayers and by using the knowledge 
gained to develop measures that reduce the AB of SMEs. 

OSS for registration purposes 

In order to reduce TETCC from the beginning of the life of an enterprise, countries 
should consider introducing a national OSS for registration purposes. OSS not only 
save time and money but can also make procedural requirements more transparent. 
Even more efficiency could be achieved by adopting a “once only” policy for IO which 
dictates that no single piece of information should be entered twice – along the lines, 
for example, practiced by the Estonian administration. 
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Country level recommendations on CIT 

CIT pre-payments calculated on the basis of the CIT due last year  

The TETCC of SMEs are also impacted by the need to make CIT pre-payments. In this 
respect the Study proposes the application of a simplified and standardized method for 
the calculation of tax pre-payments, based on the tax that was due in the previous 
year or on a simplified method of estimating current year liability. In addition the need 
to file a return or calculation in support of the payment could be removed where it 
currently exists. The Study further suggests reducing the frequency of CIT pre-
payments for SMEs. 

Strong link between accounting rules and CIT rules 

Accounting rules that would consider the tax implications would enable a mapping 
between the accounting records and the tax return. It would offer the opportunity to 
directly populate and thus prepare the CIT return by way of automation. 

Simplify CIT obligations for SMEs 

The compliance burden of SMEs can generally be reduced by exempting SMEs from 
tax regulations which would be disproportionate in comparison with larger enterprises. 

Country level recommendations on wage related taxes and contributions 

Payroll taxes: Streamlining of the calculation and approach across Member States 

Finally, the Study gives a short overview of the differences in processing wage-related 
taxes and contributions throughout the different Member States as they have often 
been mentioned as one of the most burdensome taxes, after CIT and VAT. Based on 
the identified differences between Member States, a possibly beneficial change could 
be for all Member States to compute payroll without considering the personal situation 
of the employee, leaving any related correction for the individual tax return, and to 
encourage countries to apply a centralised approach whereby the social security 
burden is to be paid to one competent body that subsequently handles any required 
further redistributions within government departments. 
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SYNTHÈSE 

Objectif de l’Étude 

Cette Étude donne un aperçu de l’impact des législations fiscales sur le coût des 
formalités fiscales à la charge des petites et moyennes entreprises (PME) et fournit 
des recommandations sur la façon dont cette charge fiscale pourrait être réduite, tant 
sur un plan national qu’européen. Étant donné que les législations fiscales sont 
souvent rédigées d’une manière qui n’établit aucune distinction en fonction du type 
d’entreprise, les PME sont généralement désavantagées par rapport aux grandes 
entreprises puisque les formalités fiscales leur coûtent beaucoup plus cher, toutes 
proportions gardées, et parce qu’elles ne disposent habituellement pas des ressources 
financières et humaines suffisantes pour gérer leurs obligations légales. 

Les informations recueillies au cours de la présente Étude ont fourni de nouveaux 
éclaircissements sur les charges auxquelles sont confrontées les PME et sous-tendent 
les recommandations formulées dans l’Étude. 

Les PME représentent actuellement la quasi-totalité des entreprises du secteur non-
financier dans l’Union européenne (UE-28) (99.8%), deux-tiers des emplois de l’UE-28 
(66.6%) et un peu moins de trois-cinquième (56.8%) de la valeur ajoutée générée par 
le secteur non-financier.7 C’est la raison pour laquelle même une infime amélioration 
du cadre légal entourant les PME peut avoir un impact important sur l’économie de 
l’UE. La présente Étude, commandée par la Commission européenne (CE), contribue 
aux efforts continus de cette institution en vue de soutenir le Small Business Act 
(SBA)8 pour l’Europe, initié en 2008, qui a pour but de développer l’esprit d’entreprise 
au sein de l’Europe, simplifier le cadre légal et réglementaire applicable aux PME et 
supprimer les barrières subsistantes allant à l’encontre de leur développement. 

Cette Étude couvre six secteurs industriels, quatre types d’entreprises et 20 États 
membres européens. 

Méthodologie appliquée 

Une «méthode mixte» combinant des méthodes de recherche qualitatives et 
quantitatives telle que des recherches documentaires, des  enquêtes téléphoniques 
assistées par ordinateur («Computer Assisted Telephone Interviewing» - CATI), un 
sondage par Internet («Computer Assisted Web Interviewing» – CAWI) et la collecte 
de données quantitatives -puisées dans des bases de données d’entreprises et des 
registres publics, des entretiens avec des experts et des discussions avec des groupes 
de réflexion, a été mise en place pour mettre en perspective les résultats et 
suggestions présentés dans cette Étude. 

Les résultats obtenus au cours de l’Étude font suite à une vaste enquête téléphonique 
qui a débuté au milieu de l’année 2016 auprès des PME et, dans une moindre mesure, 
des grandes entreprises. Le questionnaire de l’enquête a été conçu pour établir un 
inventaire complet des exhaustif des formalités fiscales auxquelles sont soumises les 
entreprises. Cette enquête a permis de recueillir des données quantitatives et 
qualitatives sur le coût total de l’accomplissement des formalités fiscales pour 
l’entreprise (CTFFE) et d’autres caractéristiques pertinentes des entreprises 
interrogées. Il a été demandé à chaque entreprise participante de se référer à son 
exercice comptable 2014 avant de répondre au questionnaire. La recherche 
documentaire et d’autres méthodes de collecte de données sont venues parfaire cette 
enquête à grande échelle. 

                                                   
7   Commission européenne. (2017). Annual Report on European SMEs 2016/2017. Bruxelles.  
8    Commission européenne. (2008) Communiqué de la Commission au Parlement Européen, au Conseil, au 

Comité économique et social européen et au Comité des régions – «  «Think Small First » :»: Priorité 
aux PME  – Un « Small Business Act » pour l’Europe. COM (2008) 394 final. Bruxelles. 
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Afin de fournir une image représentative de la charge financière que représentent les 
obligations fiscales pour les 16.3 millions d’entreprises qui constituent la population 
sous-jacente à l’échantillon, les réponses des entreprises ont été pondérées avant le 
début de l’analyse. Le processus de collecte et d’apurement des données retenu pour 
l’Étude ainsi que les résultats sont décrits en détail ci-après. 

Cette Étude ne fait pas exception au fait qu’au cours de la récolte de données 
concernant les obligations fiscales, certaines failles inhérentes à une étude d’une telle 
ampleur peuvent se présenter. Les entreprises interrogées sont enclines à exagérer 
les problèmes se rattachant aux formalités fiscales et, nonobstant le fait d’avoir 
recueilli plus de 3 000 réponses, il est néanmoins difficile de tirer des conclusions 
quantitatives inébranlables pour différents groupes d’entreprises au niveau d’un pays. 
L’absence systématique de réponse à certaines questions peut également constituer 
un problème supplémentaire. Sous réserve des limites susmentionnées, cette enquête 
fournit, à notre connaissance, l’ensemble de données le plus exhaustif à ce jour au 
regard des formalités fiscales à accomplir par les PME européennes. A ce titre, des 
conclusions pertinentes peuvent être tirées de l’analyse de ces données. 

L’évaluation quantitative des données a été effectuée selon la méthode des coûts 
standards (Standard Cost Model – SCM), par statistique déductive et analyse 
régressive. 

Dans le cadre de cette Étude, la méthode SCM est utilisée  en vue de calculer la 
charge administrative (CA) liée aux obligations d’information (OI) découlant de la 
législation fiscale. Cette méthode, qui fournit des chiffres absolus sur le CTFFE, permet 
au lecteur d’estimer la CA que représente la conformité à la règlementation relative 
aux différents impôts. La méthode SCM détermine la CA pour les entreprises dont 
l’efficacité est jugée dans la norme (NEE) (une entreprise considérée comme 
représentative d’une population étudiée). Dans cette Étude, le CTFFE est considéré 
comme le CTFFE d’une entreprise NEE.  

Ensuite, nous avons déterminé certains ratios qui, une fois mis en relation avec 
certains éléments mesurant la performance économique des entreprises tel que le 
chiffre d’affaires, mettent davantage en contexte et en perspective les coûts calculés 
par la méthode SCM. Nous avons comparé ces ratios en fonction de la taille, du 
secteur, du pays et d’autres caractéristiques pertinentes des entreprises. Sur la base 
de ces comparaisons, plusieurs résultats ont pu être mis en évidence quant au coût 
des formalités fiscales en relation avec ces caractéristiques. 

Pour ajouter quelques précisions supplémentaires à cette analyse, nous avons effectué 
des calculs de régression sur la base de plusieurs méthodes. L’analyse régressive a 
démontré si oui ou non il est statistiquement prouvé que certaines caractéristiques 
d’entreprise ont un impact sur les différentes mesures du coût relatif des formalités 
fiscales sans faire abstraction des autres caractéristiques des entreprises. 

Conclusions de l’analyse quantitative  

Les formalités fiscales représentent une lourde charge, essentiellement en raison des 
besoins en matière de collecte de données. 

Les formalités fiscales représentent une lourde charge pour les entreprises 
européennes : les résultats de notre étude suggèrent que l’entreprise moyenne 
encourt un CTFFE de EUR 6 971  dans le cadre de ses obligations fiscales, ce qui 
équivaut à 2.5 % de son chiffre d’affaires et à 52 % du montant total de l'impôt dû. La 
TVA, l’impôt sur les sociétés (IS) et les impôts et cotisations liés aux salaires sont 
perçus comme représentant la charge administrative la plus onéreuse, dans cet ordre.   
Ils sont suivis par les impôts fonciers. 

Le CTFFE est attribuable en grande partie à la collecte des données, ce qui implique 
que les processus suivis en interne pour identifier, vérifier et rassembler les données 
concernées pèsent le plus lourd dans les formalités fiscales. Dans le cas de l’IS, le coût 
moyen du recueil des données représente 37% à 50 % du coût de l’accomplissement 



Study on tax compliance costs for SMEs  

XXV 

des formalités fiscales en fonction de la taille de l’entreprise. Le chiffre se situe dans 
une fourchette comprise entre 44% et 70% du coût de l’accomplissement des 
formalités fiscales pour la TVA.  

Dans l’ensemble, l’analyse statistique démontre que la taille des entreprises, le pays 
d’implantation, le secteur d’activité, la structure de dépendance, le commerce 
transfrontalier et l’externalisation exercent tous un impact statistiquement significatif 
sur le coût absolu des formalités fiscales pour les entreprises. Mais seuls trois facteurs 
– la taille d’une entreprise, son pays d’implantation et son activité transfrontalière – 
ont un impact statistiquement significatif sur la charge relative. 

Le CTFFE est proportionnellement plus élevé pour les petites entreprises. 

Les activités des grandes entreprises sont plus variées que celles des PME et sont 
réalisées à plus grande échelle. Par conséquent, il n’est pas surprenant qu’elles 
doivent supporter un coût absolu plus élevé pour s'acquitter de leurs obligations 
fiscales que les PME. La situation est différente lorsque l’on observe le CTFFE par 
rapport aux caractéristiques économiques des entreprises. L’étude a montré que les 
PME consacrent en moyenne 2.5 % de leur chiffre d’affaires à l’accomplissement des 
formalités relatives à leurs obligations fiscales, tandis que cela ne dépasse pas les 
0.7% pour les grandes entreprises. Quelle pourrait en être la raison ? 

L’une des raisons peut être que certaines parties du CTFFE sont des coûts fixes. Par 
conséquent, les grandes entreprises peuvent accroître leurs économies d’échelle dans 
l’accomplissement de leurs formalités fiscales. En outre, les très petites entreprises 
n’ont souvent pas d’experts en fiscalité au sein de leur personnel et doivent donc, le 
plus souvent, solliciter une aide extérieure pour se conformer à la législation fiscale. 
En effet, les données de l’étude montrent que 80 % des micros et petites entreprises 
confient à des sous-traitants le soin de remplir tout ou une partie de leurs formalités 
fiscales, contre seulement 70 % des moyennes et des grandes entreprises.  

Il est également intéressant de voir que les données recueillies mettent en évidence 
que les nouvelles entreprises – qui apportent avec elles la promesse de créer des 
emplois pour l’économie du pays – sont désavantagées face au coût des formalités 
fiscales : dans 13 pays sur 20, le coût relatif des formalités fiscales est plus élevé pour 
les nouvelles entreprises que pour celles présentant une certaine maturité. 

Le dépôt électronique prévaut, mais ne réduit pas nécessairement la charge des 
formalités fiscales. 

En 2014, 93 % des entreprises ont transmis au moins l’une de leur déclaration d’IS ou 
de TVA par le biaus d’un support électronique, et 75% d’entre elles, l’ont fait pour les 
deux. La taille des entreprises n’est pas non plus sans incidence : plus l’entreprise est 
grande, plus il est probable qu’elle transmette ses déclarations d’impôts par le biais 
d’un support électronique. Si la transmission électronique peut être une solution 
commode pour l’entreprise, les données recueillies ne permettent pas d’établir qu’elle 
réduit significativement son CFF. 

Le « facteur d’irritation » pour l’IS et la TVA n’est pas proportionnel au CFF.  

Alors que dans certains pays les CTFFE très bas (ou très élevés) semblent avoir un 
impact sur le facteur d’irritation, d’autres pays ne présentent pas de lien tangible entre 
le facteur d’irritation et les CTFFE. La Tchéquie, la Pologne et l’Estonie présentent la 
plus grande disparité entre le facteur d’irritation pour l’IS et le facteur d’irritation pour 
la TVA. 

Le coût des formalités fiscales ne diminue pas de façon significative avec le temps. 

Une comparaison de nos résultats avec l’enquête fiscale européenne de 2004 révèle 
qu’il y a eu peu de progrès entre 2004 et 2014 dans la réduction de la charge 
administrative occasionnée par les formalités fiscales applicables aux PME. Dans les 
14 pays inclus dans l’enquête fiscale européenne, les PME ont dépensé en moyenne 
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2.6 % de leur chiffre d’affaires pour honorer leurs obligations fiscales en 2004. En 
2014, ce pourcentage s’élève à 2.4 % dans les mêmes 12 pays qu’inclut cette étude. 

Les réglementations fiscales divergent entre les pays européens et notre analyse 
révèle qu’elles ne pèsent pas de la même manière. En Irlande, en Estonie et au 
Luxembourg, elles représentent une charge relative sensiblement moins élevée que 
dans les entreprises d’autres pays. En Tchéquie, en Pologne et en Allemagne en 
revanche, le coût des formalités fiscales est relativement plus élevé qu’ailleurs. Le 
CTFFE total rapporté au chiffre d’affaires varie entre 0.7 % (Luxembourg) et 3.8 % 
(Pologne) et le coût des formalités pour les impôts indirects rapporté au chiffre 
d’affaires est compris entre 0.03 % (Slovénie) et 1.07 % (Pologne). Cela suggère que 
les pays pourraient s’échanger des bonnes pratiques pour réduire le coût des 
formalités fiscales dans les entreprises.  

Les activités transfrontalières augmentent le coût absolu des formalités fiscales, mais 
semblent réduire le coût relatif des formalités fiscales. 

L’analyse statistique a révélé que les entreprises moyennes qui exercent des activités 
transfrontalières s’exposent à CTFFE d’environ 67 % plus élevé que les entreprises 
actives uniquement au niveau national. Cela n’est pas surprenant, puisque les 
entreprises qui exercent des activités transfrontalières sont susceptibles d'avoir un 
chiffre d’affaires sensiblement plus élevé que des entreprises similaires actives 
uniquement sur leur marché intérieur et sont soumises à des régimes fiscaux 
différents. 

Toutefois, le coût relatif des formalités fiscales pour les entreprises qui exercent des 
activités transfrontalières est inférieur de 0,86 point de pourcentage à celui des 
entreprises similaires actives uniquement sur leur marché intérieur. Cela semble 
surprenant, étant donné que les entreprises transfrontalières sont confrontées à des 
obstacles supplémentaires dans le commerce transfrontalier. Il se peut toutefois que 
l’envergure qu’elles prennent grâce à leurs activités internationales leur permet de 
réaliser des économies d’échelle dans l’accomplissement de leurs formalités fiscales. 
Une autre explication possible est que, même en tenant compte des catégories de 
taille, le chiffre d’affaires peut jouer un rôle puisque le chiffre d’affaires 
supplémentaire engrangé sur les marchés étrangers peut être proportionnellement 
beaucoup plus élevé que les coûts additionnels des formalités fiscales qui en résultent. 
Cela signifie que le coût relatif des formalités fiscales est réduit même si le coût absolu 
a augmenté. 

Les caractéristiques individuelles des entreprises sont un facteur clé dans la 
détermination du coût des formalités fiscales. 

L’analyse statistique permet d’expliquer seulement une part limitée des écarts entre 
les différentes mesures du poids des formalités fiscales (entre 11% et 21%). Ce 
constat suggère que les CTFFE et la charge relative dépendent pour beaucoup des 
caractéristiques propres à chaque entreprise. 

Conclusions de l’analyse qualitative  

L’analyse qualitative a servi à interpréter et à analyser de manière approfondie les 
résultats obtenus par l’analyse quantitative à la lumière des enseignements tirés de 
l’enquête et des renseignements obtenus auprès de spécialistes, parmi lesquels 
figuraient des membres du département fiscal de KPMG. L’analyse qualitative, qui a 
complété l’analyse quantitative, a examiné plus en détail les différentes exigences 
légales locales et la complexité de la loi et des pratiques nationales. Le but était 
d’expliquer les coûts identifiés par l’enquête quantitative et de déceler les opportunités 
d’amélioration du paysage réglementaire pour réduire les charges administratives.  

L’analyse qualitative a abouti aux principales conclusions suivantes. 

Le CTFFE augmente avec la complexité des législations fiscales, la fréquence des 
changements de législation fiscale, la complexité des déclarations fiscales et la 
standardisation de la documentation à fournir. 
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L’interprétation des résultats de l’analyse quantitative par rapport aux spécificités des 
systèmes fiscaux nationaux a mis en évidence que lecoûts des formalités fiscales 
absolus et relatifs souvent élevés dans des pays dotés d’une législation fiscale 
complexe, qui amendent fréquemment leur législation fiscale et dans lesquels la 
préparation de la déclaration fiscale peut s’avérer compliquée compte tenu des 
données exigées ou de la standardisation de la documentation à fournir.  

La perception de la CA liée aux obligations fiscales par les contribuables n’est pas 
toujours positivement corrélée avec le CTFFE, même si c’est souvent le cas en 
pratique. 

Nous avons demandé aux personnes interrogées lors de l’enquête si la complexité du 
droit fiscal, la gestion des formalités fiscales, les exigences en matière de 
comptabilisation et de documentation fiscales ainsi que la fréquence de transmission 
engendraient selon elles une certaine lourdeur ou non.  

L’analyse des résultats a révélé que la perception de la CA par les contribuables n’est 
pas toujours positivement corrélée avec le CTFFE réel. Des lignes directrices claires et 
un accès facilité aux autorités fiscales pourraient probablement réduire la perception 
négative de la CA même si les CTFFE réels restent stables.  

Les législations nationales divergentes, les différents formats de déclarations fiscales 
et les différences linguistiques sont des obstacles importants aux activités 
transfrontalières. 

L’analyse qualitative a révélé que les différences au niveau des législations nationales, 
des exigences inhérentes aux déclarations fiscales, des formats de déclarations 
fiscales et des langues – tant sur le plan des déclarations fiscales que des informations 
disponibles – peuvent constituer un obstacle important aux activités transfrontalières 
étant donné que ces facteurs ont un impact négatif sur les CTFFE réels. Les personnes 
ayant répondu à l’enquête ont identifié la TVA, suivie par les retenues à la source sur 
les revenus mobiliers, l’impôt sur les sociétés et enfin les impôts et cotisations liés aux 
salaires, comme étant l’impôt à l’impact le plus fort sur les activités transfrontalières. 

Les formalités fiscales se sont alourdies depuis 2010 

Nous avons demandé aux personnes participantes à l’enquête si elles considèrent que 
les formalités fiscales se sont alourdies ou allégées depuis l’année 2010. Elles ont 
déclaré quasi unanimement que les formalités fiscales se sont alourdies depuis 2010. 
Il s'agit d'une conclusion différente de celle dont il a été question plus haut lorsqu'on 
examine les données quantitatives, cet qui indique l'importance de la perception 
lorsqu'on examine l'incidence des différentes approches réglementaires sur les 
contribuables. 

Recommandations  

La combinaison des analyses quantitatives et qualitatives a permis de formuler des 
recommandations sur des actions envisageables pour réduire les coûts administratifs 
et atténuer de possibles distorsions et préjudices découlant de la charge 
administrative liée aux formalités fiscales dont souffriraient les PME implantées dans 
l’UE/Espace économique européen (EEE). Une distinction est établie entre les 
recommandations formulées au niveau de l’Union européenne d’une part – étant 
donné qu’un certain nombre d’actions doivent être entreprises à ce niveau afin d’être 
effectives (même en respectant au besoin le principe de subsidiarité) – et, d’autre 
part, les recommandations formulées à un niveau national qui pourraient compléter ou 
remplacer les recommandations émises au niveau de l’Union européenne. 

Les recommandations exposées ci-dessous reposent sur l’analyse menée dans cette 
Étude et sont focalisées sur l’objectif annoncé, à savoir identifier les options 
envisageables en vue de réduire le CTFFE pour les PME et, partant, diminuer les’ 
entraves au développement du commerce transfrontalier. Il est important de noter 
que nous n’avons entrepris aucune forme d’analyse sur l’impact économique, 
financier, fiscal ou autre que produirait la mise en œuvre de ces recommandations.  
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À moyen ou long terme, les conséquences de l’évolution vers un environnement guidé 
par les données et la sophistication croissante des outils d’analyse des données 
modifieront la manière dont les contribuables interagiront avec les administrations 
fiscales. Les concepts fondamentaux de l’administration fiscale, dont la fonction de la 
déclaration d’impôt, se développeront et changeront. Les défis liés à ces évolutions 
sont d’ordre pratique et dépassent le cadre de cette Étude. 

(i) Recommandations au niveau de l’UE pour les PME 

Recommandations relatives à l’IS 

Définition de PME et harmonisation des seuils 

L'utilisation du concept de PME et la définition d'une PME aux fins de la législation 
fiscale diffèrent d'un État membre à l'autre. L’harmonisation des seuils au sein de l’UE, 
qui permettrait de définir avec cohérence et transparence ce qui constitue une PME, a 
été identifiée comme une mesure qui pourrait réduire la complexité des différents 
régimes fiscaux et faciliter l’accès à des régimes spécialement destinés à ce secteur. 
Ces seuils pourraient ensuite être utilisés pour concevoir des régimes fiscaux 
spécifiques aux micros et petites entreprises de manière cohérente dans l’ensemble de 
l’UE. Un alignement sur les critères formulés pour les états financiers (directive 
2013/39/EU) pourrait être envisagé. 

Un régime similaire à L’ACIS ou l’ACCIS pour les micros et petites entreprises, une 
seule déclaration fiscale harmonisée et une plate-forme unifiée pour les déclarations 
fiscales 

Tout en reconnaissant que les États-Membres et les contribuables ont des points de 
vue divergents et fermes sur les avantages d'une Assiette Commune pour l'Impôt sur 
les Sociétés ou d'une Assiette Commune Consolidée pour l'Impôt sur les Sociétés 
(ACIS ou ACCIS), l'adoption, dans le cadre de la présente Étude, d'une méthodologie 
allant dans ce sens pourrait faciliter la mise en place d'un système unique pour les 
PME en vue de calculer l'ass la base imposable dans tous les pays de l'UE. Avec le 
concours d’une déclaration d’impôt associée, simple et spécialement conçue pour les 
micros et petites entreprises, cecipourraient réduire le CTFFE pour les PME et le 
caractère dissuasif de la complexité et du coût des formalités fiscales pour les activités 
transfrontalières. Cette assiette fiscale pourrait se concrétiser en un revenu imposable 
basé sur le bénéfice comptable ajusté par un certain nombre limité de dépenses non 
déductibles sur base de pourcentages fixes. De plus, une incitation à l’investissement 
simplifiée pourrait être prévue. Avec ce dispositif, les États-Membres pourraient 
toujours appliquer leur taux d’imposition local et les déclarations fiscales devraient 
toujours être déposées dans les États membres respectifs. 

Dans une étape ultérieure, si une ACIS pour les PME devait être établie et qu’une 
déclaration fiscale harmonisée devait être mise en place, l’UE pourrait alors envisager 
la création d’un forum unifié pour les déclarations fiscales (une plate-forme commune 
en ligne dotée de plusieurs fonctionnalités) pour toutes les entreprises qui 
adopteraient le régime de l’ACIS.  

Recommandations relatives à la TVA 

Augmentation des seuils de chiffre d’affaires pour les régimes spéciaux des PME et 
élargissement des régimes spéciaux aux contribuables étrangers. 

Les règles existantes en matière de TVA pour les PME au sein de la Directive TVA9 
incluent une exemption d’enregistrement dans ce que l’on appelle communément le 
«régime PME» ainsi que d’autres mesures, indépendantes du régime PME, qui 

                                                   
9  Directive 2006/112/CE du Conseil du 28 novembre 2006 relative au système commun de taxe sur la 

valeur ajoutée. 
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permettent de simplifier différentes obligations relatives à la TVA. Cette Étude suggère 
qu’il pourrait être bénéfique de rehausser les seuils de chiffre d’affaires prévus par la 
Directive TVA si l’objectif recherché consiste à réduire la lourdeur des formalités 
fiscales pour les PME, bien que cela ne profitera pas nécessairement à toutes les PME. 
La fixation de ces seuils relève principalement du pouvoir national (ou fait l’objet de 
dérogations), ce qui a engendré la mise en place de seuils bas dans de nombreux cas. 

L’adoption d’une approche graduelle dans l’assujettissement à la TVA pourrait aider les 
PME à éviter des charges importantes en matière de formalités fiscales dès qu’elles 
dépasseraient un seuil d’exemption. Cela pourrait contribuer à favoriser la croissance 
des PME et les protéger contre les CTFFE disproportionnés dès que ledit seuil serait 
franchi.  

Afin d’encourager le commerce transfrontalier, il pourrait également être souhaitable 
de supprimer la distinction existante entre les contribuables locaux et les contribuables 
étrangers, ces derniers étant majoritairement exclus des dispositions de la Directive 
TVA. Aujourd’hui, les entreprises étrangères ne peuvent généralement pas bénéficier 
des seuils d’exemption ou d’autres mesures de simplification, ce qui pourrait 
décourager les activités transfrontalières pour beaucoup. 

En outre, les dispositions du régime spécial prévu par la Directive TVA pourraient être 
rendues obligatoires et transposées par tous les États membres dans leur droit 
national. Il conviendrait également d’envisager la mise en place de mesures de 
simplification additionnelles pouvant faciliter tout assujettissement soudain à 
l’entièreté des obligations en matière de TVA.  

La très récente proposition de la Commission visant à moderniser les règles relatives à 
la TVA pour les PME10 se rapproche considérablement de ces recommandations, mais 
toutes les modifications législatives devront être approuvées à l’unanimité par tous les 
États membres au sein du Conseil avant de prendre effet.  

Mise en place d’un guichet unique (One-stop shop, OSS) 

L’élargissement du mini guichet unique (MOSS) de la TVA, actuellement limité aux 
services numériques et de télécommunication, à d’autres secteurs de l’industrie et la 
création d’un OSS fondé sur le principe du pays de résidence, combinés à l’application 
du principe de destination, constitueraient une autre mesure visant à alléger la CA que 
représentent les obligations en matière de TVA pour les entreprises exerçant des 
activités transfrontalières. Les contribuables n’auraient qu’à s’inscrire une seule fois 
pour les besoins de la TVA, à savoir dans l’État membre où ils sont établis, et ils 
seraient en mesure de déclarer leurs transactions paneuropéennes dans leur propre 
État membre. Les nouvelles mesures relatives à la TVA contenues dans la législation 
adoptée en décembre 2017 constituent un pas bienvenu dans cette direction.11 

Cependant, la mise en œuvre d’un système OSS poserait certains défis qu’il s’agirait 
de surmonter avant son implémentation: les États membres devraient être disposés à 
permettre à d’autres États membres de percevoir une partie de leurs recettes TVA; il 
appartiendrait également à ceux-ci d’établir des règles pour prévenir les abus; et il 
conviendrait d’établir une base de données intelligente à l’échelle européenne qui 
aurait pour but d’éviter toute incertitude quant à l’application du taux de TVA réduit ou 
normal. 

Certains des changements adoptés en décembre dernier entreront en vigueur en 2019 
et contiennent des mesures significatives de simplification pour les PME qui vendent 

                                                   
10  COM (2018) 0021 du 18 janvier 2018 Proposition de directive du Conseil relative au système commun 

de taxe sur la valeur ajoutée en ce qui concerne le régime particulier des petites entreprises. 
11  Commission européenne. (5.12.2017). TVA: la Commission salue l’accord sur les règles plus simples et 

plus efficaces concernant les entreprises qui vendent des biens en ligne. Tiré de 
http://europa.eu/rapid/press-release_IP-17-4404_fr.htm, 15 novembre 2018. 



Study on tax compliance costs for SMEs  

XXX 

en ligne des services électroniques à des consommateurs situés dans d’autres États 
membres de l’UE. Ainsi, lorsque les ventes transfrontalières sont inférieures à 10 000 
euros par an, les obligations en matière de TVA resteront celles de l’État de domicile. 
Des procédures simplifiées s’appliqueront également aux ventes transfrontalières 
inférieures à 100 000 euros par an. 

Une révision en profondeur – pistes de réflexion sur un changement fondamental.  

Si les changements apportés visent à réduire la charge administrative et le coût pour 
les PME et à abaisser les obstacles au commerce transfrontalier sans mettre en péril 
les recettes fiscales, alors d’autres voies doivent être examinées. La directive sur la 
TVA facilite d’ores et déjà les régimes de la marge (pour les biens d’occasion, par 
exemple) et les régimes forfaitaires (pour les agriculteurs, par exemple), qui méritent 
qu’on s’y intéresse de plus près. La résistance que le système de TVA de l’UE affiche 
au changement, et en particulier aux changements perturbateurs, n’est pas en soi une 
raison suffisante de les écarter. Il se peut cependant que la Commission préfère aller 
au bout de la réforme proposée du système en place avant d’envisager un 
changement aussi fondamental. 

ii) Recommandations nationales pour les PME 

 Recommandations nationales concernant toutes les taxes 

Lignes directrices claires et accessibles 

Au niveau national, l’Étude recommande que tous les États membres communiquent 
des informations claires et facilement accessibles ainsi que des lignes directrices (en 
anglais) portant sur l’interprétation et l’application des lois fiscales afin de réduire le 
coût et le temps de compréhension d’une législation complexe qui impose une charge 
administrative disproportionnée aux PME. Nous avons constaté, parmi les réponses 
aux questions ouvertes de l’enquête, que le manque d’information fiscale claire a été 
régulièrement cité par les participants comme une des raisons qui rend d’avantage 
contraignante la conformité aux obligations fiscales. 

À cet égard, l’Étude suggère également de considérer une évolution vers une approche 
de «conformité fiscale coopérative» où les contribuables seraient encouragés à établir 
de bonnes relations avec leur inspecteur fiscal/autorité fiscale. De ce fait, ils auront 
une interaction plus régulière et pourraient lui soumettre plus aisément leurs 
questions, ce qui permet d’éviter de possibles erreurs ou malentendus. 

Simplification de la législation fiscale et des déclarations fiscales pour les PME et 
modifications moins fréquentes des lois fiscales affectant les PME. 

L’enquête a révélé que les contribuables attribuent en grande partie la charge 
engendrée par les obligations fiscales à la complexité de la législation fiscale. 
L’enquête suggère, en réponse à cette problématique, que les législateurs pourraient 
chercher à minimiser la fréquence des amendements fiscaux qui affectent les PME 
(notamment en mesurant l’impact d’une loi sur les PME avant de l’entériner) et prévoir 
un intervalle suffisamment long pour permettre aux PME de se familiariser avec les 
nouvelles dispositions et les mettre en œuvre. Une suggestion faite à cet égard est de 
rapprocher davantage, pour les petites entreprises, le bénéfice imposable retenu dans 
la déclaration de l’impôt sur les sociétés au bénéfice comptable. 

Des pratiques plus restrictives en matière de pénalités 

Les autorités fiscales pourraient revoir leurs pratiques en matière de pénalités et 
évaluer la pertinence d’une amende en l’absence de malveillance. Ce pourrait être le 
cas lorsque le contribuable a admis de son gré avoir commis une véritable erreur, 
notamment une erreur purement technique qui ne cause aucune perte fiscale. Il n’y 
aurait alors pas nécessairement de conflit avec l’application régulière du droit national. 
Dans de nombreuses situations, une relation de confiance et le respect des obligations 
à long-terme peuvent être obtenus avec plus d’aisance si une réunion est organisée 
avec le contribuable pour discuter des problèmes en question. Lorsque des pénalités 
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sont infligées, il faudrait envisager d’adoucir un traitement trop sévère des premières 
infractions et encourager la conformité continue aux obligations fiscales. 

Mise en place d’un portail fiscal avec login pour chaque entreprise 

Inspirée par le portail fiscal créé par les autorités fiscales autrichiennes, l’Étude 
recommande que les pays mettent en place ou améliorent leur portail fiscal, 
permettant ainsi aux PME d’avoir une vue d’ensemble actuelle de leur situation fiscale. 
Dès lors, elles pourraient mieux gérer leurs obligations fiscales et leurs paiements et 
elles pourraient communiquer plus aisément avec l’administration fiscale. Les autorités 
fiscales finnoises donnent également un bon exemple en la matière. Nous notons que 
de nombreuses autorités fiscales prennent des mesures pour apporter des 
améliorations dans le domaine. 

Formats de dépôt communs 

Dans la plupart des pays de l’UE, nous observons une tendance à la standardisation 
des formats électroniques utilisés pour le dépôt des déclarations fiscales. Le format 
XBRL est actuellement l’un des plus à même de remplir ce rôle. Pour les PME 
dépourvues d’un logiciel de gestion fiscale ou de sous-traitant externe pouvant 
accomplir les formalités fiscales, l’exigence d’un dépôt au format XBRL augmente le 
coût des formalités car la création d’un fichier XBRL nécessite un logiciel spécialisé. 

Cette Étude suggère que les autorités fiscales pourraient envisager de faciliter les 
dépôts pour les PME en mettant à leur disposition une interface Web claire et 
compréhensible, avec des champs de données simples, lorsque le dépôt numérique 
serait requis. Selon l’ampleur de la standardisation du format de déclaration fiscale, 
cette Étude suggère qu’une taxonomie XBRL gérée de manière centralisée pourrait 
être convenue au niveau de l’UE pour accroître l’interopérabilité entre les États 
membres. 

Gestion des données – meilleures pratiques 

Dans le cadre du dépôt des déclarations fiscales dans des formats de données tels que 
XBRL, les autorités fiscales disposent d’un ensemble de données structurées 
disponibles à des fins fiscales.  

Cette Étude soutient qu’on puisse s’attendre à ce que les autorités fiscales améliorent 
leurs stratégies de référencement de données, relient des bases de données fiscales 
individuelles et évoluent vers un ensemble de données centralisé. Ces données 
pourront être utilisées pour mieux cibler les contrôles fiscaux en repérant les 
divergences entre les différents dépôts de déclarations fiscales et pour déceler les 
incohérences entre les déclarations fiscales au fil du temps. 

Il est important que ce développement n’entraîne pas d’asymétrie d’information entre 
les autorités fiscales et les entreprises. Le partage des données fiscales avec les 
contribuables et l’utilisation des connaissances acquises afin d’élaborer des mesures 
réduisant la CA des PME permettraient d’éviter cette asymétrie. 

OSS à des fins d’enregistrement 

Dans le but de réduire le CTFFE dès la constitution des entreprises, les pays devraient 
envisager d’introduire un OSS national pour l’enregistrement de celles-ci. Non 
seulement les OSS permettraient d’économiser du temps et de l’argent, mais ils 
pourraient également rendre les exigences procédurales plus transparentes. 
L’efficacité serait davantage accrue par l’adoption d’une politique d’information fondée 
sur «l’occurrence unique» pour les OI qui exclurait la possibilité d’introduire une 
deuxième fois une information fiscale, comme le fait déjà l’administration fiscale 
estonienne. 

Recommandations au niveau national pour l’IS 

Versements anticipés de l’IS calculés sur la base de l’IS dû l’année précédente 
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La nécessité qu’ont les PME de s’acquitter de l’IS par des versements anticipés a 
également un impact sur le CTFFE. À cet égard, l’étude propose, pour calculer les 
versements d’impôts anticipés, d’appliquer une méthode simplifiée et standardisée 
reposant sur l’impôt dû l’année précédente ou une méthode simplifiée permettant 
d’estimer l’assujettissement à l'impôt pour l’année en cours. En outre, la nécessité de 
déposer une déclaration de revenus ou un calcul à l’appui du versement pourrait être 
supprimée là où elle existe actuellement. L’Étude suggère également de réduire la 
fréquence des versements anticipés de l’IS pour les PME. 

Lien étroit entre les règles comptables et celles de l’IS 

Des règles comptables qui tiendraient compte des implications fiscales permettraient 
d’établir une correspondance entre les documents comptables et la déclaration de 
revenus. Il serait alors possible de recourir à une procédure automatisée pour remplir 
directement et donc préparer la déclaration d’IS. 

Simplifier les obligations des PME au regard de l’IS 

De manière générale, il est possible de réduire la charge financière des formalités 
fiscales pour les PME en exemptant celles-ci de se conformer aux réglementations 
fiscales qui seraient disproportionnées en comparaison avec les grandes entreprises. 

Recommandations au niveau national pour les taxes et cotisations liées aux 
salaires 

Simplification du calcul et de l’approche dans tous les États membres 

Enfin, l’Étude donne un bref aperçu des différences de traitement au niveau des taxes 
et contributions liées aux salaires dans les différents États membres. En effet celles-ci 
ont souvent été mentionnées comme faisant partie des contributions les plus lourdes, 
après l’IS et la TVA. Compte tenu des différences constatées entre les États membres, 
un changement potentiellement bénéfique pourrait consister, pour tous les États 
membres, à calculer la paie sans tenir compte de la situation personnelle du salarié, 
qui apporterait alors les corrections nécessaires dans sa déclaration d’impôt, et à 
encourager les pays à adopter une approche centralisée selon laquelle les cotisations à 
la sécurité sociale seraient versées à un organisme compétent, lequel redistribuerait 
ensuite les sommes récoltées aux différents ministères.  
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ZUSAMMENFASSUNG 

Zielsetzung der Studie 

Diese Studie gewährt einen Überblick über die Auswirkungen steuerlicher Regulierung 
auf die Belastungen aus der Einhaltung von Steuervorschriften (Tax Compliance), 
welchen sich kleine und mittlere Unternehmen (KMU) ausgesetzt sehen, und gibt 
Empfehlungen, wie diese Belastungen auf nationaler sowie auf europäischer Ebene 
verringert werden können. Da steuerliche Regulierung häufig so gestaltet ist, dass alle 
Arten von Unternehmen ähnlich behandelt werden, sind KMU im Vergleich zu 
Großunternehmen (GU) oft im Nachteil, weil die Belastungen aus der Einhaltung von 
Steuervorschriften sie im Hinblick auf ihre Größe unverhältnismäßig stark treffen und 
sie vielfach nicht über ausreichende finanzielle und personelle Ressourcen zur 
Steuerung ihrer regulatorischen Verpflichtungen verfügen. Die mittels einer Befragung 
gesammelten Informationen haben neue Einblicke in die Belastung von KMU geliefert 
und untermauern die in dieser Studie gegebenen Empfehlungen. 

KMU stellen derzeit nahezu die Gesamtheit (99,8%) der Unternehmen außerhalb des 
Finanzsektors in der Europäischen Union (EU-28) dar und auf sie entfällt zwei Drittel 
der EU-28-Beschäftigung (66,6%) sowie etwas weniger als drei Fünftel (56,8%) der 
Wertschöpfung, die außerhalb des Finanzsektors generiert wird.12 Daher können selbst 
geringe Verbesserungen des regulatorischen Umfelds für KMU große Auswirkungen auf 
die Wirtschaft der EU haben. Diese durch die Europäische Kommission in Auftrag 
gegebene Studie ist ein Beitrag zu den fortlaufenden Bemühungen von EASME zur 
Unterstützung des Gesetzes zur Förderung von Kleinunternehmen („Small Business 
Act“, SBA13) für Europa, welcher, erstmals im Jahr 2008 auf den Weg gebracht, darauf 
abzielt, die Herangehensweise an die unternehmerischen Aktivitäten in Europa zu 
verbessern, die regulatorischen und normativen Rahmenbedingungen für KMU zu 
vereinfachen und die verbliebenen Hindernisse zu beseitigen.  

Die Studie deckt sechs Industriesektoren, vier Unternehmenskategorien und 
20 europäische Länder ab.  

Angewandte Methodologie 

Um die Feststellungen und Vorschläge, die in dieser Studie präsentiert werden, mittels 
einer Triangulation zu verifizieren, wurden unterschiedliche Methoden (Kombination 
von qualitativen wie quantitativen Untersuchungsmethoden) angewandt. So basiert 
die Studie auf Sekundärforschung, computergestützten Telefonbefragungen, 
computergestützten Befragungen über das Internet und der Sammlung quantitativer 
Daten über Unternehmensdatenbanken und öffentliche Register, Befragungen von 
Schlüsselpersonen und Zielgruppendiskussionen. 

Die Feststellungen dieser Studie beruhen auf einer umfangreichen telefonischen 
Befragung, die Mitte 2016 durchgeführt wurde und auf KMU sowie, in geringerem 
Maße, Großunternehmen abzielte. Der für die Befragung verwendet Fragebogen war 
darauf ausgerichtet, ein vollständiges Bild der steuerlichen Compliance-Pflichten zu 
vermitteln. Mittels der Befragung wurden quantitative wie qualitative Daten zu 
Compliance-Kosten und weiteren relevanten Merkmalen der Unternehmen gesammelt. 
Alle Befragungsteilnehmer wurden gebeten, sich in ihren Antworten auf das 
Geschäftsjahr 2014 zu beziehen. Sekundärforschung und andere 
Datengewinnungsmethoden vervollständigten die umfangreiche Befragung.  

Um ein repräsentatives Bild der Belastung durch steuerliche Verpflichtungen zu geben, 
welcher sich die der Stichprobe zugrunde liegenden 16.3 Mio. Unternehmen 

                                                   
12   Europäische Kommission. (2017). Annual Report on European SMEs 2016/2017. COM (2017). Brüssel. 
13   Europäische Kommission. (2008). Mitteilung der Kommission an das Europäische Parlament, den Rat, 

den Europäischen Wirtschafts- und Sozialausschuss und den Ausschuss der Regionen -– Vorfahrt für 
KMU in Europa -– Der „Small Business Act“ für Europa. COM (2008) 394 final. Brüssel. 
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ausgesetzt sehen, wurden die Antworten der Unternehmen vor Beginn der Analyse 
gewichtet. Der Prozess der Datengewinnung und Datenaufbereitung sowie die 
gewonnenen Daten werden nachfolgend detailliert beschrieben.  

Umfangreiche Datenerhebungen zu steuerlichen Einhaltungspflichten weisen einige 
inhärente Einschränkungen auf, die auch diese Studie betreffen. Teilnehmer der 
Umfrage neigen dazu, die steuerlichen Compliance-Themen überzubewerten, und 
selbst bei mehr als 3 000 Antworten ist es oft schwierig, solide quantitative 
Schlussfolgerungen für verschiedene Gruppen von Unternehmen auf Länderebene zu 
ziehen. Systematische Nicht-Beantwortung gewisser Fragen kann zu zusätzlichen 
Problemen führen. Ungeachtet dieser Beschränkungen stellt diese Studie nach bestem 
Wissen und Gewissen den vollständigsten, bislang erstellen Datensatz zu steuerlichen 
Einhaltungspflichten europäischer KMU dar, sodass aufschlussreiche Aussagen aus der 
Untersuchung der Daten gewonnen werden können.  

Die quantitative Auswertung der Daten stützt sich auf das Standardkosten-Modell 
(SKM) sowie Methoden der Inferenzstatistik und der Regressionsanalyse.  

Das SKM wird in dieser Studie verwendet, um den Verwaltungsaufwand durch 
Informationspflichten aufgrund steuerlicher Regulierung zu berechnen. Das Ergebnis 
sind absolute Zahlen zu steuerlichen Compliance-Kosten, um den Lesern ein Bild des 
Verwaltungsaufwands für die Einhaltung jeweils geltender steuerlicher Vorschriften zu 
geben. Das SKM errechnet den Verwaltungsaufwand für ein normal effizientes 
Unternehmen (ein Unternehmen, das als repräsentativ für die untersuchte 
Grundgesamtheit anzusehen ist). In dieser Studie gelten die steuerlichen Compliance-
Kosten dieses Durchschnittsunternehmens als die steuerlichen Compliance-Kosten 
eines normal effizienten Unternehmens.  

In einem weiteren Schritt wurden bestimmte Kennzahlen geschätzt, um in Hinblick auf 
die SKM-kalkulierten Kosten zusätzlichen Kontext und sowie einen Ausblick auf 
relevante Größen der wirtschaftlichen Leistung von Unternehmen, wie etwa dem 
Umsatz, zu geben. Die geschätzten Kennzahlen wurden bezüglich 
Unternehmensgröße, Sektoren, Länder und anderer relevanter 
Unternehmensmerkmale verglichen. Mittels derartiger Vergleiche ergab sich eine 
Reihe von Feststellungen im Hinblick auf die Belastung durch die Einhaltung von 
Steuervorschriften in Verbindung mit diesen Merkmalen.  

Um die Analyse weiter zu differenzieren, wurden Regressionen mittels verschiedener 
Methoden geschätzt. Die Regressionsanalyse zeigte, ob es statistische Belege dafür 
gibt, dass bestimmte Unternehmensmerkmale eine Auswirkung auf die verschiedenen 
Maße der relativen Compliance-Kosten-Belastung haben, wobei auch die anderen 
Merkmale der Unternehmen berücksichtigt werden.  

Schlussfolgerungen aus der quantitativen Analyse  

Steuer-Compliance stellt eine wesentliche Belastung dar, die vor allem von der 
erforderlichen Datenerhebung ausgeht. 

Die Einhaltung steuerlicher Vorschriften stellt für europäische Unternehmen eine 
deutliche Belastung dar: Aus unserer Umfrage geht hervor, dass für ein 
durchschnittliches Unternehmen jährliche Kosten von EUR 6 971  für die Erfüllung 
steuerlicher Verpflichtungen anfallen. Das entspricht 2.5% seines Umsatzes und 52% 
seines gesamten Steueraufkommens. Lohnbezogene Steuern und Beiträge werden 
nach der Umsatzsteuer und der Körperschaftsteuer als die am stärksten belastenden 
Steuern eingestuft, wobei die Körperschaftsteuer den ersten Platz einnimmt, gefolgt 
von Grund- und Immobiliensteuern. 

Der Großteil der Compliance-Kosten entfällt auf die Datenerfassung. Daraus lässt sich 
schließen, dass die internen Prozesse zur Identifizierung, Prüfung und 
Zusammenführung der erforderlichen Daten die wichtigsten Komponenten der 
Compliance-Belastung darstellen. Für die Körperschaftsteuer belaufen sich die 
Durchschnittskosten für die Datenerfassung je nach Größe des Unternehmens auf 37% 
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bis 50% der steuerlichen Compliance-Kosten. Bei der Umsatzsteuer entspricht dieser 
Anteil 44% bis 70%.  

Insgesamt ging aus der statistischen Analyse hervor, dass die Faktoren 
Unternehmensgröße, Land, Sektor, Abhängigkeitsstruktur, grenzüberschreitende 
Geschäfte und Auslagerung einen statistisch signifikanten Einfluss auf die absolute 
Compliance-Belastung von Unternehmen haben. In Bezug auf die relative Belastung 
ist jedoch nur der Einfluss der Unternehmensgröße, des Landes und der 
grenzüberschreitenden Aktivität statistisch signifikant. 

Für kleine Unternehmen fallen verhältnismäßig höhere Compliance-Kosten an. 

Da die Aktivitäten von GU vielfältiger und umfangreicher sind als die von kleinen und 
mittleren Unternehmen, fallen für GU wenig überraschend höhere absolute Kosten für 
die Erfüllung ihrer Steuerverpflichtungen an als bei kleineren Unternehmen. Das Bild 
ändert sich allerdings, wenn man die steuerlichen Compliance-Kosten in Bezug zu den 
wirtschaftlichen Merkmalen der Unternehmen betrachtet. Die Umfrage zeigt, dass KMU 
durchschnittlich 2,5% ihres Umsatzes für die Steuer-Compliance ausgeben, während 
sich dieser Anteil bei GU auf lediglich 0,7% beläuft. Wie lässt sich das erklären? 

Ein Grund ist vermutlich, dass zumindest ein Teil dieser Kosten Fixkosten sind, sodass 
GU bei der Erfüllung ihrer Compliance-Verpflichtungen Skaleneffekte nutzen können. 
Zudem beschäftigen die meisten Kleinstunternehmen keine internen Steuerexperten 
und benötigen daher womöglich häufiger externe Unterstützung zur Einhaltung der 
Steuer-Compliance. So zeigen die Daten aus der Studie, dass 80% der kleinsten und 
kleinen Unternehmen ihre steuerlichen Pflichten vollständig oder teilweise auslagern, 
während dieser Anteil bei mittleren und großen Unternehmen bei 70% liegt.  

Eine ebenfalls interessante Beobachtung aus der Studie ist, dass neue Unternehmen – 
also Unternehmen, die voraussichtlich neue Arbeitsplätze auf dem Binnenmarkt 
schaffen, – in Bezug auf die steuerlichen Compliance-Kosten benachteiligt scheinen. 
So ist die relative Compliance-Belastung in 13 von 20 Ländern für neue Unternehmen 
höher als die Belastung des durchschnittlichen Unternehmens. 

Elektronische Steuererklärungen herrschen vor, reduzieren aber nicht automatisch die 
Compliance-Belastung. 

Im Jahr 2014 reichten 93% der Unternehmen mindestens ihre Körperschaft- oder 
Umsatzsteuererklärung auf elektronischem Wege ein und 75% gaben beide 
Steuererklärungen elektronisch ab. Auch hier spielt die Unternehmensgröße eine 
Rolle: je größer das Unternehmen, desto wahrscheinlicher ist die Einreichung auf 
elektronischem Wege. Die elektronische Steuererklärung mag für die Unternehmen 
zwar bequemer sein, aus den Daten geht jedoch nicht hervor, dass sie dadurch 
wesentliche Kosteneinsparungen erzielen. 

Irritationskosten bei Umsatz- und Körperschaftsteuer stehen nicht in eindeutigem 
Zusammenhang mit Compliance-Kosten.  

Während besonders niedrige (bzw. besonders hohe) steuerliche Compliance-Kosten 
die Irritationskosten in einigen Ländern anscheinend beeinflussen, ist in anderen 
Ländern kein eindeutiger Zusammenhang festzustellen. Die Länder mit der höchsten 
Diskrepanz zwischen den Irritationskosten bei der Körperschaft- und der Umsatzsteuer 
sind Tschechien, Polen und Estland. 

Die Compliance-Belastung ist im Laufe der Zeit nicht wesentlich zurückgegangen. 

Ein Vergleich unserer Ergebnisse mit der EU-Steuerumfrage von 2004 legt nahe, dass 
es zwischen 2004 und 2014 kaum gelungen ist, die Belastung für die Einhaltung 
steuerlicher Vorschriften von kleinen und mittleren Unternehmen zu reduzieren. In 
den 14 untersuchten Ländern der EU-Steuerumfrage beliefen sich im Jahr 2004 die 
Kosten eines durchschnittlichen KMU für die Einhaltung steuerlicher Vorschriften auf 
2,6% des Umsatzes. In 12 dieser Länder, die sich mit unserer Studie überschneiden, 
gaben KMU 2014 durchschnittlich 2,4% ihres Umsatzes für Steuer-Compliance aus. 
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Die Steuervorschriften in den einzelnen Ländern Europas unterscheiden sich stark 
voneinander und unsere Analyse zeigt, dass sie zu unterschiedlich hohen Belastungen 
führen. In Irland, Estland und Luxemburg ist die Belastung für Unternehmen erheblich 
geringer als in den übrigen Ländern. Im Gegensatz dazu ist die relative Compliance-
Belastung in Tschechien, Polen und Deutschland höher als in den anderen Ländern. 
Das Verhältnis der steuerlichen Compliance-Kosten zum Umsatz liegt zwischen 0,7% 
(Luxemburg) und 3,8% (Polen) und das Verhältnis der indirekten steuerlichen 
Compliance-Kosten zum Umsatz variiert zwischen 0,03% (Slowenien) und 1,07% 
(Polen). Das bedeutet, dass Länder voneinander lernen könnten, um den mit der 
Steuer-Compliance verbundenen Aufwand zu reduzieren.  

Grenzüberschreitende Tätigkeiten erhöhen die absolute Compliance-Belastung, 
scheinen die relative Belastung aber zu verringern. 

Aus der statistischen Analyse ging hervor, dass durchschnittliche Unternehmen mit 
grenzüberschreitenden Aktivitäten um ca. 67% höhere absolute Compliance-Kosten 
aufwiesen als Unternehmen, die nur in ihrem Heimatland tätig sind. Dies war zu 
erwarten, da grenzüberschreitend tätige Unternehmen einen wesentlich höheren 
Umsatz erzielen als vergleichbare Unternehmen, deren Absatz sich auf ihren 
Binnenmarkt beschränkt. Zudem sind international tätige Unternehmen von 
verschiedenen Steuerregelungen betroffen. 

Dahingegen fiel die relative Compliance-Belastung von Unternehmen mit 
grenzüberschreitender Tätigkeit 0,86 Prozentpunkte niedriger aus als bei ihren nur im 
Heimatmarkt tätigen Pendants. Da international tätige Unternehmen beim Handel über 
Grenzen hinweg zusätzlichen Hindernissen ausgesetzt sind, erscheint dieses Ergebnis 
überraschend. Erklären lässt sich der Unterschied möglicherweise dadurch, dass durch 
den zusätzlichen Absatz im Ausland Skaleneffekte beim Compliance-Management 
genutzt werden können. Eine weitere mögliche Erklärung besteht darin, dass der 
Umsatz selbst nach der Prüfung auf die Größe noch eine Rolle spielen kann. So kann 
der zusätzliche Umsatz aus der Tätigkeit in ausländischen Märkten proportional 
wesentlich höher sein als die sich daraus ergebenden zusätzlichen Compliance-Kosten, 
sodass sich die relative Belastung verringert, obwohl die absoluten Kosten gestiegen 
sind. 

Individuelle Unternehmensmerkmale sind entscheidend für das Ausmaß der 
Compliance-Belastung. 

Die statistischen Analysen können nur einen begrenzten Teil der Abweichung (11%–
21%) bei den verschiedenen Kennzahlen der Compliance-Belastung erklären. Das 
spricht dafür, dass die steuerlichen Compliance-Kosten und die relative Belastung 
stark von den einzelnen Merkmalen der Unternehmen abhängen. 

Schlussfolgerungen aus der qualitativen Analyse 

Die qualitative Analyse beinhaltet die weitere Auslegung und Untersuchung der 
Ergebnisse aus der quantitativen Analyse auf der Grundlage der Einblicke, die durch 
die Befragung sowie durch Schlüsselexperten einschließlich KPMG-Steuerexperten 
gewonnen wurden. Die qualitative Analyse baut auf der quantitativen Analyse auf und 
gibt einen weiteren Einblick in unterschiedliche lokale gesetzliche Anforderungen und 
die Komplexität lokalen Rechts sowie der lokalen Praxis im Hinblick auf die 
Kostenbelastung. Weiterhin stellt sie Möglichkeiten zur Verbesserung des 
regulatorischen Umfelds mit dem Ziel der Verminderung dieser Belastungen dar.  

Die wichtigsten Schlussfolgerungen aus der qualitativen Analyse sind nachfolgend 
dargelegt: 

Steuerliche Compliance-Kosten korrelieren positiv mit der Komplexität steuerlicher 
Regulierung, der Häufigkeit von Gesetzesänderungen, der Komplexität von 
Steuererklärungen und den Unterlagen, die in standardisierter Form einzureichen sind.  

Die Interpretation der Ergebnisse der quantitativen Analyse hat durch Vergleich mit 
den Besonderheiten der nationalen Steuersysteme gezeigt, dass die absoluten und 
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relativen steuerlichen Compliance-Kosten mit der Komplexität der Steuergesetzgebung 
und der Häufigkeit der Änderungen der Gesetze steigen. Höhere steuerliche 
Compliance-Kosten ergeben sich auch in Ländern, in denen die Steuererklärung 
aufgrund des erforderlichen Dateninputs oder aufgrund der in standardisierter Form 
einzureichenden Unterlagen komplex ist.  

Die Wahrnehmung Steuerpflichtiger bezüglich der administrativen Belastung im 
Zusammenhang mit steuerlichen Einhaltungspflichten korreliert nicht immer positiv 
mit steuerlichen Compliance-Kosten, wenngleich dies häufig der Fall ist.  

Umfrageteilnehmer wurden dazu befragt, ob sie die Komplexität von Steuergesetzen, 
das Management steuerlicher Compliance-Prozesse, die Prozesse steuerrechtlicher 
Bilanzierung und Dokumentation, sowie die Häufigkeit von Einreichungen als 
aufwändig empfinden. Die Untersuchung der Ergebnisse offenbarte, dass die 
Wahrnehmung der Steuerpflichtigen hinsichtlich der administrativen Belastungen nicht 
immer mit den tatsächlichen steuerlichen Compliance-Kosten positiv korreliert. Klare 
Richtlinien und ein leichterer Zugang zu Steuerbehörden könnten zu einer Reduzierung 
des wahrgenommenen administrativen Aufwands führen, selbst wenn die tatsächlichen 
steuerlichen Compliance-Kosten unverändert bleiben.  

Unterschiedliche nationale Gesetzgebungen, unterschiedliche Steuererklärungsformate 
und unterschiedliche Sprachen stellen bedeutsame Hürden für grenzüberschreitende 
Tätigkeiten dar.  

Die qualitative Analyse hat gezeigt, dass unterschiedliche nationale Gesetzgebungen, 
unterschiedliche Steuererklärungserfordernisse und -formate sowie unterschiedliche 
Sprachen – sowohl hinsichtlich Steuererklärungen als auch der zur Verfügung 
stehenden Informationen – allesamt bedeutsame Hürden für grenzüberschreitende 
Tätigkeiten darstellen können, da sie eine negative Auswirkung auf steuerliche 
Compliance-Kosten haben. Die Teilnehmer der Befragung identifizierten die 
Umsatzsteuer, neben Quellensteuern auf Einkünfte aus beweglichem Vermögen, der 
Körperschaftsteuer und lohnbezogenen Steuern und Beiträgen, als die hauptsächliche 
Steuer mit Auswirkungen für grenzüberscheitende Tätigkeiten.  

Steuerliche Compliance ist seit 2010 aufwändiger geworden. 

Die Teilnehmer der Befragung sollten angeben, ob sie der Auffassung sind, dass die 
Einhaltung von Steuervorschriften im Allgemeinen seit 2010 (erheblich) mehr oder 
weniger aufwändig geworden ist. Im Gesamtbild führten die Umfrageteilnehmer fast 
einstimmig an, dass steuerliche Compliance seit 2010 aufwändiger geworden sei. 
Diese Schlussfolgerung unterscheidet sich von dem oben erläuterten Ergebnis der 
quantitativen Analyse und zeigt, dass die Wahrnehmung bei der Betrachtung der 
Auswirkungen verschiedener Regulierungsansätze auf die Steuerzahler eine 
bedeutende Rolle spielt.   

Empfehlungen 

Die Kombination quantitativer und qualitativer Analysen hat zu der Formulierung von 
Empfehlungen für mögliche Maßnahmen beigetragen, die zu einer Reduzierung der 
administrativen Kosten und zu einer Abmilderung möglicher Verzerrungen und 
Nachteile für in der EU / im Europäischen Wirtschaftsraum (EWR) ansässige KMU 
durch steuerliche Compliance-Belastungen führen können. Unterschieden wurden 
einerseits Empfehlungen auf EU-Ebene, da bestimmte Maßnahmen auf dieser Ebene 
getroffen werden müssen, um effizient zu sein (auch bei Einhaltung des 
Subsidiaritätsgrundsatzes), und andererseits Empfehlungen auf Ebene der 
Mitgliedstaaten, welche die Empfehlungen auf EU-Ebene vervollständigen oder 
ersetzen könnten.  

Die nachstehend dargelegten Empfehlungen beruhen auf der in dieser Studie 
dargestellten Analyse und dienen dem formulierten Ziel der Identifizierung von 
Möglichkeiten zur Reduzierung der steuerlichen Compliance-Kosten für KMU und zur 
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Verringerung von Barrieren der Teilnahme am grenzüberschreitenden Handel aufgrund 
steuerlicher Compliance-Belastungen. 

Wir möchten darauf hinweisen, dass wir keine Wirkungsanalyse für diese 
Empfehlungen vorgenommen haben, um die geschätzten wirtschaftlichen, finanziellen, 
steuerlichen oder sonstigen Auswirkungen im Falle ihrer Umsetzung zu untersuchen. 

Mittel- bis langfristig werden die Entwicklung hin zu einem datengesteuerten 
Geschäftsumfeld und die zunehmenden Möglichkeiten der Datenanalyse die 
Interaktion zwischen Steuerzahlern und Steuerbehörden grundlegend verändern. Auch 
Grundkonzepte der Steuerverwaltung wie die Funktion der Steuererklärung werden 
sich weiterentwickeln und wandeln. Dies ist mit praktischen Herausforderungen 
verbunden, die über den Umfang dieser Studie hinausgehen. 

(i) Empfehlungen für KMU auf EU-Ebene  

Politische Empfehlungen bezüglich der Körperschaftsteuer 

Definition von KMU und Harmonisierung der Grenzwerte 

Die Verwendung des Konzepts KMU und die Definition von KMU für steuerrechtliche 
Zwecke unterscheiden sich innerhalb der EU. Eine EU-weite Harmonisierung der 
Grenzwerte zwecks konsistenter und transparenter Definitionen dessen, was ein KMU 
darstellt, wurde als eine Maßnahme identifiziert, die ebenfalls die Komplexität bei der 
Befolgung unterschiedlicher Steuersysteme mindern und den Zugang zu vereinfachten 
Systemen speziell für diesen Sektor erleichtern könnte. Diese Grenzwerte könnten 
daraufhin für eine Ausrichtung hin zu speziellen Steuersystemen für Kleinst- und 
Kleinunternehmen auf einheitliche Weise innerhalb der EU verwendet werden. Es 
könnte eine Abstimmung mit den für Unternehmensabschlüsse festgelegten Kriterien 
(Richtlinie 2013/39/EU) erfolgen. 

Eine gemeinsame Körperschaftsteuer-Bemessungsgrundlage (GKB) oder eine 
gemeinsame konsolidierte Körperschaftsteuer-Bemessungsgrundlage (GKKB) für 
Kleinst- und Kleinunternehmen, eine einzige harmonisierte Steuererklärung und eine 
einheitliche Steuererklärungsplattform 

Zwar sind wir uns bewusst, dass die Auffassungen der Mitgliedstaaten und der 
Steuerzahler in Bezug auf die Vorteile einer gemeinsamen Körperschaftsteuer-
Bemessungsgrundlage (GKB) oder einer gemeinsamen konsolidierten 
Körperschaftsteuer-Bemessungsgrundlage (GKKB) stark divergieren und mit großer 
Vehemenz vertreten werden. Jedoch lässt sich auf Grundlage dieser (eng gefassten) 
Studie feststellen, dass eine Regelung dieser Art die Einführung eines einheitlichen 
Systems für die Berechnung der Steuerbemessungsgrundlage sämtlicher KMU in der 
EU erleichtern würde. In Kombination mit einer entsprechend unkomplizierten 
harmonisierten Steuererklärung speziell für Kleinst- und Kleinunternehmen könnten 
die steuerlichen Compliance-Kosten für KMU sowie die negativen Anreize für 
grenzüberschreitende Tätigkeiten, die sich aufgrund der Komplexität und der Kosten in 
Verbindung mit steuerlicher Compliance ergeben, reduziert werden. Die erwogene 
Steuerbemessungsgrundlage könnte in dem steuerpflichtigem Einkommen bestehen, 
welches dem Buchgewinn nach Anpassung einer nur begrenzten Zahl nicht-
abziehbarer Ausgaben auf der Grundlage fester Prozentsätze entsprechen würde. 
Darüber hinaus könnte ein vereinfachter Investitionsanreiz vorgesehen werden. In 
einem solchen Szenario können Mitgliedstaaten weiterhin ihren lokalen Steuersatz 
anwenden, und Steuererklärungen wären weiterhin in den jeweiligen Mitgliedstaaten 
einzureichen.  

In einem nächsten Schritt könnte, wenn eine GKB für KMU etabliert und eine 
harmonisierte Steuererklärung eingeführt werden würde, die EU eine einheitliche 
Steuererklärungsplattform (eine gemeinsame Online-Plattform mit verschiedenen 
Funktionen) für alle Unternehmen einführen, auf die das GKB-System anwendbar ist.  
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Politische Empfehlungen bezüglich der Umsatzsteuer 

Anhebung von Umsatzgrenzwerten für spezielle Kleinunternehmer-Regelungen und 
Öffnung dieser speziellen Regelungen für ausländische Steuerpflichtige 

Die bestehenden Umsatzsteuerregeln für KMU in der Umsatzsteuer-Richtlinie14 
beinhalten eine Freistellung von der Registrierung, üblicherweise als 
„Kleinunternehmerregelung“ bezeichnet, sowie andere Maßnahmen, die unabhängig 
von der Regelung sind und die eine Vereinfachung verschiedener 
Umsatzsteuerpflichten ermöglichen. Diese Studie legt nahe, dass es nutzenbringend 
sein könnte, die Umsatzgrenzwerte in der Umsatzsteuer-Richtlinie anzuheben, wenn 
beabsichtigt wird, die steuerlichen Compliance-Belastungen für KMU zu mindern, 
wenngleich dies auch nicht allen KMU zugutekommen wird. Die Etablierung dieser 
Grenzwerte ist im Wesentlichen eine Angelegenheit nationalen Ermessens (oder der 
Gegenstand von Ausnahmeregelungen), und dies hat in vielen Fällen zu unrealistisch 
niedrigen Grenzwerten geführt.  

Die Einführung eines graduellen Ansatzes für den Einstieg in die Umsatzsteuerpflicht 
könnte KMU helfen, ein „Cliff Edge“ der Compliance-Kosten zu vermeiden, wenn sie 
erstmalig den Freistellungsgrenzwert überschreiten. Dies könnte dazu beitragen, das 
Wachstum von KMU zu fördern und sie davor bewahren, disproportional hohen 
steuerlichen Compliance-Kosten gegenüberzustehen, sobald sie den Grenzwert 
überschreiten.  

Zur Ermutigung von grenzüberschreitendem Handel könnte es darüber hinaus 
wünschenswert sein, die bestehende Unterscheidung zwischen ansässigen 
Steuerpflichtigen und ausländischen Steuerpflichtigen abzuschaffen, wobei letztere im 
Allgemeinen gemäß den Bestimmungen der Umsatzsteuer-Richtlinie ausgeschlossen 
sind. Derzeit können nichtansässige Unternehmen üblicherweise nicht die 
Freistellungsgrenzwerte oder sonstige Vereinfachungsmaßnahmen in Anspruch 
nehmen, was viele von ihnen möglicherweise von grenzüberscheitenden Aktivitäten 
abhält.  

Des Weiteren können die Bestimmungen der Umsatzsteuer-Richtlinie verbindlich 
gemacht und durch sämtliche Mitgliedstaaten umgesetzt werden. Auch sollten 
zusätzliche Vereinfachungsmaßnahmen, welche den plötzlichen Übergang zu den 
vollständigen Umsatzsteuerpflichten erleichtern können, Beachtung finden. 

Der jüngste Vorschlag der Europäischen Kommission zur Modernisierung der 
Umsatzsteuervorschriften für KMU15 schlägt den Weg in Richtung der Umsetzung 
dieser Empfehlungen in erheblichem Maße ein. Indes erfordern legislative Änderungen 
die Einstimmigkeit aller Mitgliedstaaten im Rat, bevor sie wirksam werden.  

Einrichtung einer zentralen Anlaufstelle (engl. One-Stop Shop – OSS) 

Eine Ausweitung des „Mini One-Stop Shops“ (MOSS) für Umsatzsteuer auf digitale und 
Telekommunikationsdienstleistungen auch für andere Industriesektoren sowie die 
Schaffung einer umfassenden zentralen Anlaufstelle grundsätzlich im 
Ansässigkeitsland, verbunden mit der Anwendung des Bestimmungslandprinzips, 
wären eine weitere Maßnahme zur Erleichterung des Verwaltungsaufwands aus 
umsatzsteuerlichen Compliance-Pflichten für Unternehmen mit grenzüberschreitenden 
Tätigkeiten. Steuerpflichtige bräuchten sich lediglich einmal umsatzsteuerlich zu 
registrieren, nämlich im Mitgliedstaat ihrer steuerlichen Ansässigkeit, und sie könnten 
ihre europaweiten Transaktionen in ihrem eigenen Mitgliedstaat melden. Die in der im 

                                                   
14  Richtlinie 2006/112/EG des Rates vom 28. November 2006 über das gemeinsame 

Mehrwertsteuersystem. 
15  Europäische Kommission. (18.01.2018). Vorschlag für eine Richtlinie des Rates zur Änderung der 

Richtlinie 2006/112/EG über das gemeinsame Mehrwertsteuersystem in Bezug auf die Sonderregelung 
für Kleinunternehmen. COM (2018) 0021. 
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Dezember 2017 verabschiedeten Gesetzgebung enthaltenen neuen 
Umsatzsteuermaßnahmen sind ein willkommener Schritt in diese Richtung.16 

Jedoch birgt die Einrichtung des Systems einer zentralen Anlaufstelle (OSS-System) 
einige Schwierigkeiten, die vor dessen Umsetzung gelöst werden müssten: 
Mitgliedstaaten müssten bereit sein, die Geltendmachung eines Teils ihrer 
Umsatzsteuererhebung durch andere Mitgliedstaaten zuzulassen; 
Missbrauchsvermeidungsvorschriften müssten geschaffen werden; und eine 
europaweite Datenbank müsste errichtet werden, um Unsicherheit darüber zu 
vermeiden, ob ein reduzierter oder der Standard-Umsatzsteuersatz Anwendung findet.  

Einige der im Dezember 2017 angenommen Änderungen werden im Jahr 2019 
wirksam werden und enthalten bedeutsame Erleichterungsmaßnahmen für KMU, die 
online elektronische Dienstleistungen an Verbraucher in anderen Mitgliedstaaten 
verkaufen. Wo grenzüberschreitende Verkäufe unter EUR 10 000 pro Jahr liegen, 
bestehen die Umsatzsteuerpflichten gemäß dem System des Heimatstaates. 
Vereinfachungsverfahren werden auch für grenzüberschreitende Verkäufe unter EUR 
100 000 pro Jahr Anwendung finden.  

Zurück zum Ausgangspunkt – Überlegungen zu grundlegenderen Veränderungen 

Es gilt andere Ansätze zu untersuchen, um Veränderungen herbeizuführen, welche die 
Belastung von KMU und die Hindernisse für grenzüberschreitenden Handel senken, 
ohne die Steuereinnahmen zu schmälern. Die Mehrwertsteuerrichtlinie sieht bereits 
Differenzbesteuerung (z.B. von Gebrauchtgegenständen) und Pauschalregelungen (für 
Landwirte) vor, die in einem breiteren Kontext betrachtet werden sollten. Dass das 
EU-Mehrwertsteuersystem veränderungsresistent ist, besonders gegenüber 
grundlegenden Veränderungen, stellt keinen hinreichenden Grund dafür dar, diese 
Ansätze auszuschließen. Möglicherweise bevorzugt die Kommission jedoch, die 
ihrerseits vorgeschlagene Reform der bestehenden Regelungen umzusetzen, bevor 
solch grundlegende Änderungen in Betracht gezogen werden. 

(ii) Empfehlungen für KMU auf Länderebene  

Empfehlungen auf Länderebene für alle Steuern  

Klare und zugängliche Richtlinien 

Auf nationaler Ebene empfiehlt die Studie, dass alle Mitgliedstaaten klare und leicht 
zugängliche Informationen und Richtlinien (in englischer Sprache) für die Auslegung 
und Anwendung von Steuergesetzen verabschieden, um Kosten und Zeit für das 
Verständnis komplexer Gesetzgebung zu reduzieren, welche KMU disproportional 
belasten. In den Antworten auf die offenen Fragen wurde durch die Teilnehmer 
vermehrt der Mangel an klaren steuerbezogenen Informationen als Grund dafür 
angegeben, dass sie steuerliche Compliance als zunehmend aufwändig empfinden. 

In dieser Hinsicht empfiehlt die Studie auch eine Entwicklung zu einem Ansatz von 
„kooperativer Compliance“ für das Compliance-Management Steuerpflichtiger, 
wodurch Unternehmen ermutigt werden, gute Beziehungen mit ihren steuerlichen 
Sachbearbeitern und Steuerbehörden aufzubauen. Hierdurch wird eine regelmäßige 
Interaktion gefördert und Unternehmen können die Sachbearbeiter und Behörden 
leichter bezüglich Fragen kontaktieren, was zu der Vermeidung möglicher Fehler und 
Missverständnisse beiträgt.  

Vereinfachung von Steuergesetzgebung und Steuererklärungen für KMU und seltenere 
Änderungen von Steuergesetzen, die KMU betreffen 

                                                   
16  Europäische Kommission. (5.12.2017). Mehrwertsteuer: Kommission begrüßt Einigung über einfachere 

und effizientere Vorschriften für Unternehmen, die ihre Waren online vertreiben. Abgerufen 
http://europa.eu/rapid/press-release_IP-17-4404_de.htm, 15 November 2018. 
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Die Studie hat zum Vorschein gebracht, dass Steuerpflichtige die steuerliche Belastung 
weitgehend der Komplexität des Steuerrechts zuschreiben. Die Studie legt als 
mögliche Lösung dafür nahe, dass Gesetzgeber danach streben könnten, die 
Häufigkeit von Steuergesetzesänderungen, die KMU betreffen, zu minimieren 
(einschließlich der Durchführung spezifischer KMU-Wirkungsanalysen vor Einführung 
von Gesetzgebung) und ausreichend Zeit für die Anwendungsphase neuer 
Gesetzgebung einzuräumen, sodass sich KMU mit den neu eingeführten 
Bestimmungen vertraut machen und diese anwenden können. Eine Empfehlung in 
dieser Hinsicht ist auch, den steuerpflichtigen Gewinn für kleinere Unternehmen 
stärker am Buchgewinn auszurichten.  

Eine zurückhaltendere Herangehensweise bei der Ergreifung von Strafmaßnahmen 

Es ist möglicherweise sinnvoll, dass Steuerbehörden ihren Ansatz für Strafmaßnahmen 
überdenken und die Zweckhaftigkeit einer Bußgelderhebung überprüfen, wo keine 
verwerflichen Absichten vorliegen. Dies könnte zum Beispiel der Fall sein, wenn 
Steuerpflichtige von sich aus zugeben, einen unbeabsichtigten Fehler gemacht zu 
haben, insbesondere wenn dieser rein technisch ist und keinen Verlust an 
Steueraufkommen verursacht. Dies lässt sich durchaus mit dem ordnungsgemäßen 
Rechtsweg gemäß einzelstaatlichen Vorschriften vereinbaren. Vielfach können 
langfristiges Vertrauen und Compliance besser dadurch erreicht werden, 
Steuerpflichtige persönlich zu treffen und die strittige Angelegenheit zu besprechen. 
Bei der Erhebung von Strafmaßnahmen sollte der Schwerpunkt darauf liegen eine 
harte Bestrafung erstmaliger Verstöße zu begrenzen, jedoch andauernde Compliance 
zu ermutigen.  

Einführung eines Steuerportals mit individuellem Zugang für jedes Unternehmen 

Das Steuerportal der österreichischen Finanzverwaltung zur Kenntnis nehmend, 
empfiehlt die Studie, dass Länder ein Steuerportal einrichten oder verbessern, sodass 
KMU einen aktuellen Überblick über ihre Steuerposition haben, wodurch es ihnen 
erleichtert wird, ihre steuerlichen Pflichten und Zahlungen besser zu verwalten und mit 
den Steuerbehörden zu kommunizieren. Auch die finnische Finanzverwaltung bietet in 
diesem Zusammenhang ein gutes Beispiel. 

Gängige Einreichungsformate 

In den meisten EU-Ländern sehen wir einen Trend hin zur Standardisierung der 
elektronischen Formate für die Einreichung von Steuererklärungen. Das XBRL-Format 
ist gegenwärtig einer der vielversprechendsten Kandidaten zur Erfüllung dieser Rolle. 
Für KMU ohne Software-Lösung zur steuerlichen Einreichung oder ausgelagerten 
Dienstleister für steuerliche Compliance-Prozesse erhöht das Erfordernis der 
Einreichung im XBRL-Format den Compliance-Aufwand, da die Erstellung einer XBRL-
Datei spezialisierte Software erfordert.  

Diese Studie empfiehlt, dass Steuerbehörden erwägen könnten, steuerliche 
Compliance für KMU dadurch zu erleichtern, dass sie dort, wo digitale Einreichung 
verlangt wird, Unternehmen eine klare und verständliche Web-Schnittstelle mit 
einfachen Datenfeldern zur Verfügung stellen. Abhängig vom Umfang der 
Standardisierung des Steuererklärungsformats empfiehlt die Studie, dass eine zentral 
verwaltete Kern-XBRL-Taxonomie auf EU-Ebene vereinbart werden könnte, um die 
Kompatibilität zwischen Mitgliedstaaten zu erhöhen.  

Datenmanagement – Best Practices  

Durch die Einreichung von Steuererklärungen in Datenformaten wie XBRL haben 
Steuerbehörden einen strukturierten Datenkörper, der für Steuerzwecke zur 
Verfügung steht.  

Diese Studie vertritt die Auffassung, dass zu erwarten ist, dass Steuerbehörden ihre 
Stammdatenstrategien verbessern, individuelle Steuerdatenbanken verknüpfen und 
sich in Richtung eines zentralisierten Datenkörpers bewegen werden. Diese Daten 
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können benutzt werden, um Betriebsprüfungen zielgerichteter durchzuführen, indem 
Diskrepanzen zwischen verschiedenen eingereichten Steuerdokumenten und 
Inkonsistenzen zwischen über einen längeren Zeitraum hinweg eingereichten 
Steuererklärungen identifiziert werden können.  

Es ist entscheidend, dass diese Entwicklung nicht zu einer Informationsasymmetrie 
zwischen Steuerbehörden und Unternehmen führt. Dies könnte durch Teilen der 
steuerlichen Daten mit den Steuerzahlern sowie durch die Nutzung der erlangten 
Erkenntnisse zum Zwecke der Verminderung der administrativen Belastung von KMU 
vermieden werden. 

Zentrale Anlaufstelle (OSS) für Registrierungszwecke 

Um die steuerlichen Compliance-Kosten gleich ab Unternehmensgründung zu 
reduzieren, sollten die Staaten erwägen, national eine zentrale Anlaufstelle für 
Registrierungszwecke einzurichten. Zentrale Anlaufstellen sparen nicht nur Zeit und 
Geld, sondern können auch Verfahrenserfordernisse transparenter machen. Mehr 
Effizienz könnte sogar durch die Einführung einer „Einmal“-Regelung für 
Informationspflichten erzielt werden, die vorsieht, dass Informationen nicht mehrfach 
eingegeben werden müssen – ähnlich der von der estnischen Verwaltung praktizierten 
Vorgaben.  

Länderspezifische Empfehlungen zum Thema Körperschaftsteuer 

Berechnung der Vorauszahlungen zur Körperschaftsteuer auf Grundlage der im 
Vorjahr geschuldeten Körperschaftsteuer 

Die mit der Einhaltung steuerlicher Vorschriften verbundenen Kosten für KMU ergeben 
sich auch aus der Auflage, Vorauszahlungen zur Körperschaftsteuer zu leisten. 
Diesbezüglich schlägt die Studie die Anwendung einer vereinfachten und 
standardisierten Methode für die Berechnung von Steuervorauszahlungen auf 
Grundlage der im Vorjahr zu entrichtenden Steuer oder anhand einer vereinfachten 
Methode vor, bei der die Steuerverbindlichkeit für das laufende Jahr geschätzt wird. 
Zudem könnte das derzeit zum Teil geltende Erfordernis, zusätzlich zu der Zahlung 
eine Steuererklärung oder eine Berechnung einzureichen, wegfallen. Des Weiteren rät 
die Studie dazu, dass die Häufigkeit von Vorauszahlungen zur Körperschaftsteuer von 
KMU reduziert wird. 

Enge Verknüpfung zwischen Rechnungslegungs- und Körperschaftsteuervorschriften 

Würden steuerliche Auswirkungen bereits in den Rechnungslegungsvorschriften 
Berücksichtigung finden, wäre eine Verknüpfung zwischen den 
Buchführungsunterlagen und der Steuererklärung möglich. Dies würde die Möglichkeit 
eröffnen, die entsprechenden Daten direkt in die Körperschaftsteuererklärung 
einzupflegen. Damit könnte diese Steuererklärung automatisch erstellt werden. 

Vereinfachung der Körperschaftsteuerverbindlichkeiten für KMU 

Die Belastung für KMU, die durch die Einhaltung der steuerlichen Vorschriften 
entsteht, kann grundsätzlich reduziert werden, indem KMU von Steuervorschriften 
befreit werden, die bei KMU im Vergleich zu größeren Unternehmen unverhältnismäßig 
wären. 

Empfehlungen auf Länderebene für lohnbezogene Steuern und Beiträge 

Angleichung von Berechnung und Ansatz in allen Mitgliedstaaten  

Schließlich gibt die Studie einen kurzen Überblick zu Unterschieden zwischen den 
verschiedenen Mitgliedstaaten bei den Prozessen für lohnbezogene Steuern und 
Beiträge, da diese nach Körperschaftsteuer und Umsatzsteuer häufig als eine der am 
stärksten belastenden Steuern genannt wurden. Auf der Grundlage der festgestellten 
Unterschiede zwischen den Mitgliedstaaten könnte eine möglicherweise vorteilhafte 
Änderung darin bestehen, dass alle Mitgliedstaaten die Lohn- und Gehaltsabrechnung 
ohne Berücksichtigung der persönlichen Situation des Arbeitnehmers berechnen, 
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sodass eine entsprechende Korrektur erst in der individuellen Steuererklärung erfolgt, 
sowie Mitgliedsstaaten zu ermutigen, einen zentralisierten Ansatz anzuwenden, durch 
den die Sozialversicherungsbeiträge an eine einzige zuständige Stelle gezahlt werden, 
die daraufhin etwaige Neuverteilungen zwischen Regierungsstellen regelt.  
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1 OBJECTIVES AND SCOPE OF THE STUDY  

1.1 Objectives 
The Study on total tax compliance costs (for the purpose of the Study we generally 
use the term total enterprise tax compliance costs (TETCC)) for small- and medium-
sized enterprises (SMEs) has been commissioned by the European Commission (EC). 
The overall objective is to quantify TETCC faced by SMEs in Europe and to identify 
measures which will improve the functioning of tax systems based on these findings.  

In particular the Study aims to: 

• describe the obligations faced by SMEs in order to meet compliance requirements 
for up to five of the most burdensome taxes;  

• quantify the costs imposed on SMEs by these information obligations (IO), 
differentiated by country, enterprise size and business activity (sector); examine 
the impact of separate tax systems on SMEs’ decision-making and economic 
activity; and 

• draw conclusions on the basis of the analysis performed, and provide 
recommendations on how to reduce administrative costs and how to mitigate 
possible distortions and disadvantages for European Union (EU)/European 
Economic Area (EEA) based SMEs in tax compliance. 

The Study grouped findings by jurisdiction, size and type of enterprise and 
extrapolated findings at an EU level. A distinction between Business-As-Usual (BAU) 
costs and administrative burden (AB) costs was made (see questionnaire in Annex I).  

1.2 Scope 
The following parameters define the scope of the Study:  

• geographic scope  
• industry sectors covered  
• enterprise sizes covered and 
• timeframe.  

With regard to the geographic scope of the Study, 20 countries from five country 
groupings outlined in more detail in Table 1 below were agreed as the focus of the 
Study. These countries are highlighted and were approved by the EC at the inception 
stage of the project. The rationale for country selection included geographic, 
economic, EU membership and tax parameters.  

Applying NACE17 Rev. 2 classification, the following six industry sectors were 
chosen: 

• C: Manufacturing  
• F: Construction  
• G: Wholesale and retail trade; repair of motor vehicles and motorcycles 
• I: Accommodation and food service activities 
• D: Electricity, gas, steam and air conditioning supply and 
• M: Professional, scientific and technical activities. 

Originally five industry sectors were foreseen but the sector “M: Professional, scientific 
and technical activities” was added following a request by Steering Group members 
from Member States covered by this Study after the inception meeting and was 
subsequently approved by the EC. 

                                                   
17  Nomenclature of Economic Activities in the European Union (NACE). 
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Table 1: Country groupings (selected countries highlighted in blue) 

Grouping 1: 
All ten countries to be 
selected 

Belgium  

Grouping 3: 
Four countries to be 
selected from the 
following 

Bulgaria 
Estonia  Croatia 

France  Cyprus 

Germany  Czechia 

Italy  Hungary 

Netherlands  Latvia 

Poland  Lithuania 

Spain  Malta 

Sweden  Romania 

United Kingdom  Slovakia 

Grouping 2: 
Four countries to be 
selected from the 
following 

Austria  Slovenia 

Greece  Grouping 4: 
One country to be 
selected from the 
following 

Denmark 

Ireland  Finland 

Luxembourg  Norway 

Portugal  Grouping 5: 
One country to be 
selected from the 
following 

Former Yugoslav Republic of 
Macedonia (FYROM) 

   Montenegro 

   Turkey 

Source: KPMG (2018). 

The six industry sectors covered account for the majority of valued added (~69%) and 
employment (~66%) generated in the EU-28 Member States in 2013 for all four size 
categories of enterprises.18 A more detailed breakdown of each sector’s contribution to 
value added and employment in the EU is shown in Figure 1 below. 

Figure 1: Value added and employment in the EU-28 

 
Note: Value added is given at factor cost.19 Persons employed as defined by Eurostat. 
Source: KPMG (2018). Based on Eurostat. (2018). Annual enterprise statistics for special aggregates of 
activities (NACE Rev. 2) [sbs_na_sca_r2].20 

                                                   
18  The latest available data for all NACE Rev. 2 industry sectors included in this Study is 2014. 
19  For a detailed explanation of value added at factor cost, See http://ec.europa.eu/eurostat/statistics-

explained/index.php/Glossary:Value_added_at_factor_cost, 15 November 2018. 

http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Value_added_at_factor_cost
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Value_added_at_factor_cost
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Enterprise size and the definition of an SME are further important factors for the 
sampling approach. This Study uses the definition of an SME as established in the 
Commission Recommendation of 2003 (2003/361/EC)21, which categorises enterprises 
according to the following three criteria: number of employees, turnover or balance 
sheet total (total net assets). In order to fall within a given category, an enterprise 
has to meet the staff headcount criterion and fulfil either the turnover or the balance 
sheet total threshold criteria. Table 2 below gives an overview of the thresholds 
defining the four types of enterprises.  

Enterprises subject only to personal income tax were excluded from the 
Study. 

Table 2: The enterprise categorisation of the EC 

Enterprise category Staff headcount Turnover or Balance sheet total 

LSEs* > 250 > EUR 50 
million > EUR 43 million 

Medium-sized enterprises < 250 ≤ EUR 50 mil ≤ EUR 43 mil 

Small-sized enterprises < 50 ≤ EUR 10 mil ≤ EUR 10 mil 

Micro-sized enterprises < 10 ≤ EUR 2 mil ≤ EUR 2 mil 

Source: European Commission (2003), Commission Recommendation 2003/361.  

* LSEs are not defined by the Recommendation but are taken to be any enterprise exceeding the criteria to 
qualify as an SME.  

In order to allow an informed judgement on how TETCC for SMEs differ compared to 
other enterprises, large-scaled enterprises (LSEs) have been included in the survey 
and make up approximately 16% of the country samples for all industry sectors 
except sector D (Electricity, gas, steam and air conditioning supply) where enterprise 
size categories were not applied. More information is presented in Annex III and the 
sampling approach is detailed in Table 13 of the aforementioned Annex III.  

The last parameter defining the scope of the Study is the timeframe the Study 
focuses on. As agreed with the EC, the time period of the Study is the accounting 
year 2014, which was the most recent completed financial year at the time the 
Computer Assisted Telephone Interviewing (CATI) survey took place in 2016. 
Furthermore, the Study takes differences in the end of accounting years for certain 
enterprises into account (e.g. 30 September 2014 or 30 June 2014) by including date 
for the enterprise’s accounting period ending at any point in the 2014 calendar year. 

 

                                                   
20  The figures depicted are given as percentages of the “Total business economy; repair of computers, 

personal and household goods; except financial and insurance activities” – NACE Rev. 2 code  
B-N_S95_X_K. 

21  European Commission. (2003). Commission Recommendation of 6 May 2003 concerning the definition of 
micro, small- and medium-sized enterprises 2003/361/EC. 
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1.3 Methodology 
The objectives of this Study (to quantify TETCC faced by SMEs in Europe) were 
addressed through a clear and rigorous methodological approach. Below in Figure 2, a 
visual summary of the Study process is provided. 

Figure 2: Overview 

 
 
Source: KPMG (2018). 

The Study made use of a variety of methodologies, building on each other in a 
cascading manner. The research process started with an evidence assessment that 
informed how the Standard Cost Model (SCM) should be applied in the context of this 
Study as well as how the survey should be designed.  

The second phase consisted of various data collection methods. The initial, more 
extensive data collection method consisted of a CATI which was conducted by survey 
teams in each of the 20 countries of this Study during the summer of 2016. A three 
pronged approach was launched in late 2016 and early 2017 in order to mitigate non-
response rates that were higher than expected in the case of the questions on 
Turnover (Q5), Gross profit (Q23) and Corporate Income Tax (CIT) (Q24). This was 
done through the following three approaches that helped to considerably reduce the 
item non-response rate:  

• retrieval of data points, if available, via the Orbis and Amadeus enterprise 
databases 

• an intensive search of public registries for additional data points on Turnover (Q5), 
Gross profit (Q23) and CIT (Q24) and  

• an additional online survey based on the approved survey questionnaire (see 
Annex I) which was adapted to a Computer Assisted Web Interviewing (CAWI) 
format. 

The resulting data was cleaned and subsequently analysed through the SCM as 
described in Section 3 of this Study and a ratio and regression analysis outlined in 
Section 5 of the Study. 

Building on the outcome of the Quantitative Analysis, a Qualitative Analysis was then 
conducted. The Qualitative Analysis consisted of an interpretation of the quantitative 
results retrieved via the above-mentioned data analysis methodologies, a subsequent 
analysis of additional open and ranking questions, workshops held with the 
international network of tax experts of KPMG as well as semi-structured interviews 
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with key informants from European tax associations. The Qualitative Analysis provides 
the basis for the general conclusions contained in Section 7.3 of this Study as well as 
EU level and country-level policy recommendations presented in Sections 7.4 and 7.5 
respectively. 

1.4 Definitions 
The definition of key terms outlined below provides the basis for the calculation of the 
SCM, the calculation of ratios and the regression analysis conducted for this Study. 

Administrative Burden (AB): The cost imposed on enterprises, when complying 
with information obligations stemming from government regulation.22 

Administrative obligations: Information obligations stemming from government 
regulations. 

Areas for improvement: Features of the tax system that negatively impact 
(increase) the compliance burden. 

Average enterprise: An enterprise within the calculated subset of enterprises that 
handles its administrative tasks in a normal manner. Depending on the analysis this 
can be, for example an average small-sized enterprise in a specific country or an 
average enterprise of all sizes in a given country. The computation excludes 
enterprises that handle such tasks better or worse than can be reasonably expected. 
The top 5% and bottom 5% of outliers in terms of TETCC were thus excluded from the 
analysis. The mean of the remaining sample represents the average enterprise. In this 
Study, we make the assumption that the average enterprise, is the same as the 
Normally-efficient enterprise (NEE) (see below).23 

Business-As-Usual costs (BAU): The costs resulting from collecting and processing 
information which would be done by an entity even in the absence of regulations.24 

Common (Consolidated) Corporate Tax Base (C(C)CTB): The Common 
Consolidated Corporate Tax Base (CCCTB) is an EC proposal for a single set of rules to 
calculate companies' taxable profits in the EU. The current proposal envisages a two 
step approach to implementation, initially without consolidation and this first stage is 
referred to as CCTB.25 

Country average: The term refers to average results for all 20 countries portrayed in 
Table 1 that were covered by this Study unless specified otherwise.  

Cross-border activities: All activities which involve the selling of goods, services or 
intangibles to a country other than the enterprise’s home country.  

Dependence structure: Differentiation of enterprises based on their position and 
role within a corporate group. Enterprises may be standalone, subsidiary, member of a 
group controlling a subsidiary in the home country or in other (EU) Member States, or 
the ultimate parent of a group. The term “dependence structure” can be used inter-
changeably with the term “group structure”. Nevertheless, the Study uses the term 
“dependence structure” as it entails a higher level of granularity regarding the internal 
organisation of a group by focusing on the relationship between subsidiaries/ 

                                                   
22  European Commission. (2004). The Standard Cost Model. A framework for defining and quantifying 

administrative burdens for businesses, p.8. Retrieved from 
http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-
UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3, 15 November 2018. 

23  The concept of ‘the average enterprise’ was developed in previous research undertaken by KPMG that      
led up to this Study. 

24  European Commission. (2016). Better Regulation Guidelines. Retrieved from http://ec.europa.eu/smart-
regulation/guidelines/tool_53_en.htm, 15 November 2018. 

25  https://ec.europa.eu/taxation_customs/business/company-tax/common-consolidated-corporate-tax-
base-ccctb_en#heading_0, 15 November 2018 

http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3
http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3
http://ec.europa.eu/smart-regulation/guidelines/tool_53_en.htm
http://ec.europa.eu/smart-regulation/guidelines/tool_53_en.htm
https://ec.europa.eu/taxation_customs/business/company-tax/common-consolidated-corporate-tax-base-ccctb_en#heading_0
https://ec.europa.eu/taxation_customs/business/company-tax/common-consolidated-corporate-tax-base-ccctb_en#heading_0
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branches/permanent establishments and the parent of a group and not the group as a 
whole. 

Direct enterprise taxes (DET): Direct enterprise taxes are defined to include the 
CIT or other profit based taxes, mandatory social contributions and labour taxes paid 
by the employer, property taxes, property transfer taxes, dividend tax, capital gains 
tax, municipal fees and taxes, church taxes, financial transactions tax, waste collection 
taxes, vehicle and road taxes, and any other taxes or fees that are borne by the 
enterprise, other than indirect taxes as defined below. 

Direct enterprise tax compliance costs: All costs related to complying with tax 
rules and obligations both within and outside the enterprise in relation to direct 
enterprise tax compliance costs including, in particular, the costs of acquiring 
information on tax laws and practices, tax obligations (registering, declaration, 
invoicing, payments and refunds), tax accounting, tax audit and litigation. It also 
includes the costs of external service providers such as tax lawyers and consulting 
enterprises. The costs include both related personnel costs (including salaries, social 
security and fringe benefits) and non-personnel costs (e.g. computers). The costs can 
be incurred within or outside the tax department. The direct enterprise tax compliance 
costs do not include the actual tax cost, costs for maintaining or developing a financial 
accounting system, a management accounting and reporting system or an information 
system. The direct enterprise tax compliance costs in this Study are defined as the 
perceived costs. 

DET to gross profit ratio: Direct enterprise taxes (DET) expressed as a percentage 
of the gross profit (i.e. the profit before taxes of the enterprise).  

Good practice: Initiatives that positively impact (decrease) the compliance burden.  

Indirect enterprise taxes (IET): Indirect enterprise taxes are defined to include 
VAT, sales taxes and other service and good taxes, i.e. taxes which normally are 
levied on the value of a trading transaction. DET, as defined above, are excluded. 

Indirect enterprise tax compliance costs (IETCC): All the costs related to 
complying with tax rules and obligations, both within and outside the enterprise, in 
relation to IET including, in particular, the costs of acquiring information on tax laws 
and practices, tax obligations (registering, declaration, invoicing, payments and 
refunds), tax accounting, tax audit and litigation. It also includes the costs of external 
service providers such as tax lawyers and consulting enterprises. The costs include 
related personnel costs (including salaries, social security and fringe benefits) and 
non-personnel costs (e.g. computers). The costs can be incurred within or outside the 
tax department. IETCC do not include the actual tax cost, costs for maintaining or 
developing a financial accounting system, a management accounting and reporting 
system or an information system. The indirect enterprise tax compliance costs in this 
Study are defined as the perceived costs. 

IETCC to turnover ratio: Total cost of tax compliance across all indirect taxes as a 
percentage of the enterprise turnover.  

Information obligation (IO): A duty to procure or prepare information and 
subsequently make it available to either a public authority or a third party. It is an 
obligation that enterprises cannot decline without infringing legal obligations. Each 
information obligation consists of a number of required pieces of data or messages 
that enterprises have to report.26 

                                                   
26  European Commission. (2004). The Standard Cost Model. A framework for defining and quantifying 

administrative burdens for businesses, p. 9. Retrieved from 
http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-
UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3, 15 November 2018. 

http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3
http://ec.europa.eu/eurostat/documents/64157/4374310/11-STANDARD-COST-MODEL-DK-SE-NO-BE-UK-NL-2004-EN-1.pdf/e703a6d8-42b8-48c8-bdd9-572ab4484dd3
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Intrastat: Intrastat is the name given to the method of collecting information and 
producing statistics on the movement of goods between EU Member States. 

Irritation costs: Costs that are not directly attributable to an information obligation 
such as the opportunity cost of waiting time when dealing with administrative or 
litigation procedures or costs that are subjectively felt by enterprises as a result of, for 
example, overlapping regulatory requirements on specific enterprises. The irritation 
caused by the magnitude of the tax (e.g. tax is too high) is not included. 

Normally-efficient enterprise (NEE): An enterprise deemed representative of an 
observed population. In this Study the weighted average TETCC is deemed the TETCC 
of a normally-efficient enterprise. Although the SCM (see below) would normally start 
from a detailed process analysis to derive the time/cost for each step to comply with 
each IO in order to define a normally-efficient enterprise, this methodology is not 
possible for this Study due to the size of the samples and sub-samples. Further, given 
the nature of tax compliance and its relationship to the specific characteristics of the 
enterprise concerned, it would be impossible to generate one process flow for tax that 
would represent all of the different countries, sectors and enterprise sizes covered 
under this Study. We therefore deem that a weighted average is the most practical 
way to estimate the TETCC of an NEE. To summarize: in this Study we assume that 
the normally-efficient enterprise will be the same as an average enterprise (see 
definition above).27 

One-stop shop (OSS): For VAT, the OSS is a simplification measure to reduce 
administrative burdens and costs on business in dealing with VAT compliance.28 This is 
a measure provided for in EU VAT law. Other OSS arrangements may be found at 
national level for procedures such as the registration of a new enterprise. 

Relative burden of tax compliance obligations: The various relative measures 
(ratios) of the burden of compliance activities, such as TETCC to turnover ratio and 
the IETCC to turnover ratio. 

Smaller/larger enterprise: There are four size categories of enterprises covered by 
this Study: micro-, small-, medium-sized enterprises and large-scaled enterprises 
(LSEs). The term ‘smaller/larger enterprise’ refers to a comparison between size 
categories. For instance, when we say that smaller enterprises bear a disproportionally 
high relative burden compared to larger enterprises, we mean that micro-sized 
enterprises bear a larger burden than small-sized enterprises, small-sized enterprises 
bear a larger burden than medium-sized enterprises, and so on. For an exact 
definition of the enterprise size categories please refer to section 1.2 of the Study. 

SMEs: Commission Recommendation of  6  May 2003 concerning  the  definition  of  
micro,  small and  medium-sized  enterprises (2003/361/EC). For more details on the 
thresholds that apply please refer to Table 2. 

Standard Cost Model (SCM): The SCM has been developed to provide a simplified, 
consistent method for estimating the administrative costs imposed on enterprises by 
central government. The basic SCM formula is: Cost per administrative activity (or per 
data requirement) = Price29 x Time30 x Quantity31 (population x frequency). 

                                                   
27   European Commission. (2005). EU common methodology for assessing administrative costs imposed by 

legislation. COM/2005/0518 final. Brussels. 
28  https://ec.europa.eu/taxation_customs/business/vat/digital-single-market-modernising-vat-cross-

border-ecommerce_en, 11 November 2018. 
29  Price: Price consists of a tariff, wage costs plus overhead for administrative activities done internally or 

hourly cost for external service providers. 
30  Time: the amount of time required to complete the administrative activity. 
31  Quantity: Quantity comprises of the size of the population of businesses affected and the frequency that 

the activity must be completed each year. 

https://ec.europa.eu/taxation_customs/business/vat/digital-single-market-modernising-vat-cross-border-ecommerce_en
https://ec.europa.eu/taxation_customs/business/vat/digital-single-market-modernising-vat-cross-border-ecommerce_en
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Tax revenue: Tax revenue is defined as a tax or contribution that is transferred from 
the enterprise to a tax authority.  

Taxable person: Taxable person (VAT legislation) is used in the Study as a synonym 
to enterprise. 

Total enterprise tax compliance burden: The total enterprise tax compliance 
burden aggregates all efforts that an enterprise commits to meet its tax compliance 
obligations. This can be both time and money. To allow comparison of burdens 
between countries, the time burden for compliance is transformed to a monetary value 
by multiplying the time spent with the average labour costs for administrative 
personnel in that country.32 

Total enterprise tax compliance costs (TETCC): TETCC is the sum of all the costs, 
expressed in monetary value, that an enterprise incurs to pay its taxes and comply 
with related administrative obligations. It excludes the actual amount of tax that is 
paid to the tax authority. When measuring the TETCC, all types of direct enterprise tax 
compliance costs and IETCC are included.  

TETCC to tax revenue ratio: The total cost of tax compliance across all direct and 
indirect taxes as a percentage of the total tax revenue transferred to the tax 
authorities. The TETCC to tax revenue ratio provides a broad measure for 
governments of the cost burden that enterprises are required to spend on tax 
compliance in order to generate a given amount of tax revenues and provides an 
indication of the relative efficiency of the revenue raising mechanism. 

TETCC to turnover ratio: This ratio measures the total cost of tax compliance across 
all direct and indirect taxes as a percentage of the enterprise’s turnover.  

Turnover: Turnover is defined as net turnover, i.e. calculated excluding VAT and 
other indirect taxes.33  
Wage related taxes and contributions: Wage related taxes and contributions 
include all social security and health insurance contributions and payroll taxes that the 
employer is required to withhold from employees’ wages. 

 

                                                   
32  See Table 38. 
33  European Commission. (2003). Annex Article 4.1 of the Commission Recommendation 2003/361/EC 

regarding the SME definition. Retrieved from https://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF, 15 November 2018. 

https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2003:124:0036:0041:EN:PDF


Study on tax compliance costs for SMEs  

9 

2 DESCRIPTION OF THE POPULATION OF ENTERPRISES IN THE 
20 COUNTRIES 

This section provides information on the characteristics of the population of 
enterprises operating in the selected countries and industry sectors. All information 
presented below is based on the weighted responses of the telephone interviews and 
the online survey conducted for this Study. This means that the information is 
representative of the enterprises operating in the six selected industries of the 
20 selected countries in terms of employment size and sectors. An overview of the 
survey samples per country broken down by industry sector and enterprise size is 
provided in Table 16-Table 35 in Annex III. 

The final cleaned sample, obtained after going through the steps outlined in the 
previous sections, contains survey responses of 3 079 enterprises. This sample 
represents an underlying population of more than 16.3 million enterprises in the 
20 countries and six industry sectors selected for this Study. As presented in Figure 3 
below, 92.7% of the enterprises are micro-sized enterprises, 6.2% are small-sized 
enterprises, 0.9% are medium-sized enterprises and 0.2% are LSEs.  

Figure 3: The represented population of enterprises by size categories 

 
Source: KPMG (2018). 

As shown by Figure 4, most enterprises in the underlying population operate in the 
wholesale and retail trade sector, while the lowest number of enterprises are in the 
electricity, gas steam and air conditioning supply sector. 

Micro-sized
92.7%

Small-sized
6.2%

Medium-sized
0.9%

LSEs
0.2%

Micro-sized Small-sized Medium-sized LSEs



Study on tax compliance costs for SMEs  

10 

Figure 4: The number of enterprises represented by the sample by industry sectors 

 
Source: KPMG (2018). 

The number of enterprises is further broken down by size and sector in Table 3 below 
and in Annex IV in Table 37 at the country level. 

Table 3: The number of enterprises represented by the country sample by 
sectors and size categories34  

 
Micro  Small  Medium  LSEs Total 

C - Manufacturing 1 580 285 246 164 63 040 14 443 1 903 932 

D - Electricity, gas, 
steam and air 
conditioning supply 

76 192 2 552 1 235 533 80 513 

F - Construction 2 997 965 164 649 14 839 1 674 3 179 127 

G - Wholesale and retail 
trade; repair of 
motor vehicles and 
motorcycles 

5 233 595 315 583 39 327 6 887 5 595 392 

I - Accommodation and 
food service 
activities 

1 505 218 161 218 13 038 1 562 1 681 036 

M - Professional, 
scientific and 
technical activities 

3 734 948 112 956 14 685 2 648 3 865 237 

Total 15 128 203 1 003 122 146 164 27 748 16 305 237 

Source: KPMG (2018). Based on Eurostat data. 

                                                   
34  See Table 1 for the country selection. 
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2.1 Handling compliance obligations – outsourcing and electronic 
filing 

As shown by Figure 5, almost 80% of enterprises outsource at least some of their tax 
compliance activities. The proportion of tax activities outsourced varies across 
countries and enterprise characteristics. In Estonia, for instance, the majority of 
respondents handle tax compliance in-house. At the other end of the spectrum, in 
France and Austria, almost all respondents outsource at least some of their tax 
compliance activities. This may be attributed to the complexity of the tax systems of 
the different countries.  

Figure 5: The estimated proportion of enterprises outsourcing tax obligations by 
countries 

 

Source: KPMG (2018). 

Whether or not an enterprise outsources at least some of its tax compliance activities 
may depend on its size which, of course, is a proxy for its turnover, resources and the 
volume and complexity of its tax obligations. The survey results show that, on 
average, SMEs are more likely to outsource some or all of their tax compliance 
obligations than LSEs. Figure 6 presents the proportion of enterprises outsourcing 
their tax compliance activities by enterprise size. 

Figure 6: The estimated proportion of enterprises in the population outsourcing 
tax compliance activities by enterprise size 

 
Source: KPMG (2018). 
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The following Figure 7 presents the proportion of enterprises filing their tax returns 
electronically by countries. In the 20 countries selected, 75% of enterprises file both 
CIT and VAT returns electronically and only 7% of the enterprises refrain from using 
electronic submission altogether. Romania is the only country where the majority of 
enterprises submit paper based tax returns. Electronic filing of tax obligations is the 
most widespread in Slovenia, Estonia and Italy. 

Figure 7: The estimated proportion of enterprises filing their tax returns 
electronically by country 

 

Source: KPMG (2018). 

As shown in Figure 8 below, smaller enterprises are less likely to file their tax returns 
electronically. We suspect the most likely explanation for this is that there is likely to 
be a lower occurrence of equipment and know-how required to complete forms 
electronically in smaller enterprises. Nonetheless, the occurrence of non-electronic 
filing is low (less than 10%) in all size categories. 

Figure 8: The estimated proportion of enterprises filing their tax returns 
electronically by size category 

 

Source: KPMG (2018). 
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3 SCM RESULTS 

3.1 Introduction 
The SCM calculates the compliance costs of an enterprise as an absolute (monetary) 
value. A ratio and regression analysis, as presented in Sections 4 and 5, was carried 
out to provide further context and perspective on the costs calculated via the SCM in 
terms of their relationship to relevant financial measures such as turnover. A detailed 
overview of the country level findings can be found in Annex VI. The methodology 
explaining how the SCM results were obtained is outlined in Annex V. The estimations 
were preceded by several data preparation and data cleaning measures. For details, 
please refer to Annex III of the Study. 

General findings 

 

Figure 9: Estimated average tax 
compliance costs by 
enterprise size category – all 
taxes 

Figure 10: Estimated average tax 
compliance costs by enterprise 
size category – VAT 

  
 Source: KPMG (2018). Source: KPMG (2018). 

Figure 11: Estimated average tax 
compliance costs by 
enterprise size category – 
CIT 

Figure 12: Estimated average tax 
compliance costs by enterprise 
size category and by 
outsourcing/internalising 
TETCC 

  
Source: KPMG (2018). Source: KPMG (2018). 
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The estimated country average TETCC for all taxes is positively correlated with the 
size of the enterprise (see Figure 9). Throughout the Study the sum of individual 
TETCC may be larger than the TETCC. This is a direct result of the outlier exclusion 
procedure that influences the total sample size (and therefore also the estimated 
TETCC). Annex V has an explanation of this. The estimated tax compliance costs for 
micro-sized enterprises are EUR 6 528, and grow to EUR 43 962 for LSEs. Although 
the tax compliance costs for CIT and VAT follow the same trend (positive correlation 
with the enterprise size), the weight of the tax compliance costs for CIT and VAT as a 
share in overall TETCC for all taxes decreases with the size of the enterprise (CIT: 
36% for micro-sized enterprises, 28% for LSEs; VAT: 27% for micro-sized enterprises 
and 11% for LSEs). This indicates that the tax compliance costs for other burdensome 
taxes grows more rapidly with the size of an enterprise. The estimated tax compliance 
costs for CIT range from EUR 2 427 for micro-sized enterprises to EUR 12 285 for 
LSEs (Figure 11). The estimated tax compliance costs for VAT range from EUR 1 681 
for micro-sized enterprises to EUR 5 789 for LSEs (see Figure 10).  

TETCC is clearly driven by the method of compliance (i.e. in-house or outsourced) (see 
Figure 12). On estimated, enterprises that fully internalise their tax compliance have 
TETCC that is 49% lower than their peers that outsource their tax compliance. 
Additionally, there are large variations in these costs per size. The smaller estimated 
TETCC for medium-sized enterprises compared to small-sized enterprises is driven by 
a decrease in the number of enterprises that outsource their tax compliance (while the 
estimated TETCC in-house and outsourced are similar for both enterprise sizes).  

The decrease of TETCC (from small to medium) can therefore in part be explained by 
the decrease in the number of enterprises that (partly) outsource their tax compliance 
efforts. However, TETCC increases for LSEs due to the larger difference in size (i.e. 
although there is more in-house tax compliance, the costs still increase due to the 
large increase of the size of the enterprise). For CIT, 61% of micro-sized enterprises 
(partly) outsource these obligations. This decreases to 41% for LSEs. For VAT this 
trend is even more pronounced with 53% of micro-sized enterprises (partly) 
externalising these tax compliance obligations and only 33% of LSEs (partly) 
externalising these obligations (see Table 4). An enterprise’s ability to cope internally 
with its taxes (instead of requiring an external provider) plays a significant role in 
controlling the costs of complying with taxes. In this context, size could be expected 
to play a role as larger enterprises are more likely to have the scale to internalise 
those functions. 

Table 4: Share of Enterprises Handling Tax Compliance Internally and Outsourcing it 

 CIT VAT 

 
Micro Small Medium LSEs Micro Small Medium LSEs 

Tax compliance 
handled 
internally  

39% 42% 55% 59% 47% 54% 64% 67% 

Tax compliance 
outsourced (Full 
+ Partly) 

61% 58% 45% 41% 53% 46% 36% 33% 

Source: KPMG (2018) 
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Figure 13: Average TETCC by size of enterprises and by industry sector 

Source: KPMG (2018). 

We see that for most industry sectors the average TETCC are comparable within a 
respective size category of enterprises (see Figure 13). However, some sectors 
(manufacturing and accommodation) show a different profile across the enterprise size 
range. The manufacturing sector shows consistently higher than average TETCC. This, 
however, is not visible for the CIT or VAT compliance costs in the manufacturing 
sector, which would imply other taxes, such as wage related taxes and property and 
real estate related taxes are driving the increase in TETCC. In the accommodation and 
food service sector there is a disproportionate increase in the TETCC for LSEs 
compared to its smaller peers in the sample. The largest part of this increase comes 
from taxes other than VAT or CIT – though CIT increases substantially for LSE. In 
connection with this, it should be noted that, on average, the frequency of mentioning 
social contributions and other wage-related taxes as burdensome is highest in the 
manufacturing sector (20.1% compared to 17% on average). The wholesale and retail 
trade sector has the highest average frequency of mentioning of property and real 
estate tax as a burdensome tax (6.3% compared to a 5.1% average for all sectors). 
For a complete overview please refer to Table 71 in Annex VII. 

3.2 European level findings35 
Most burdensome taxes 

The survey sought to collect data on CIT and VAT for all respondents (given the 
importance of these taxes) but allowed respondents to self-select the three other 
taxes that they felt were most burdensome to them. Given the survey method it is 
important to state that the different tax groups cannot be compared to the VAT's and 
CIT's tax compliance costs of this sample. Respondents were obliged to submit their 
compliance costs for VAT and for CIT, while the other most burdensome taxes were 
only filled out where they have a significant obligation. Therefore there is reason to 
believe that there is a significant (upwards) bias for average compliance costs of other 
most burdensome taxes (as only enterprises which consider it relevant answered 
these).  

                                                   

35  More detailed figures are reported in Annex VII. 
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Nonetheless we can conclude that the wage related taxes and contributions were 
reported as the most relevant burdensome taxes both in terms of the survey 
responses and tax compliance costs (excluding VAT and CIT due to the fact that they 
were included by default in the questionnaire), followed by property and real estate 
taxes (see Table 5). The third most burdensome tax is dependent on how this is 
measured. By frequency of mentioning by survey respondents, both vehicle related 
taxes and local and regional taxes come in third place while Excise and Customs 
Duties is the third most burdensome tax when comparing the overall recorded TETCC. 

Table 5: Ranking of most burdensome taxes (excluding VAT and CIT) 
by frequency of mentioning and by TETCC 

Tax group Frequency of 
mentioning 

Total compliance 
costs 

Wage related taxes and contributions 1 623 EUR 4 561 164  

Property and real estate tax 455 EUR 1 118 587  

Local and regional tax 192 EUR 249 625  

Vehicle related taxes 192 EUR 192 979  

Environmental related taxes 128 EUR 106 859  

Excise and custom duties 104 EUR 809 157  

Business related contributions 79 EUR 86 136  

Wealth and inheritance taxes 18 EUR 13 733  

Source: KPMG (2018). 

In what follows we analyse wage related taxes and contributions, property and real 
estate taxes and local and regional taxes. The reason for picking the first two is 
explained above. Local and regional taxes were considered in the analysis based on a 
combination of the frequency and the TETCC. 

Figure 14 gives an overview of the weighted average TETCC per tax by size. It is 
important to keep in mind that there is a large risk of upward bias as respondents 
were asked to select their most burdensome taxes. It does, however, give an 
indication of the size of the burden as well as the evolution of TETCC across the 
enterprise size ranges. The other most burdensome taxes – being ‘wage related taxes 
and contributions’, ‘property and real estate taxes’ and ‘local and regional taxes’ - are 
particularly relevant for small-sized enterprises and property and real estate taxes are 
particularly relevant for micro-sized enterprises. 

Figure 14: Weighted average TETCC by size of enterprises – three (other) most 
burdensome taxes 

 
Source: KPMG (2018). 
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Irritation costs 

Irritation costs are not part of a standard SCM-methodology as they consider the 
perception of enterprises on how irritating a tax is, on top of the costs it induces. 
Questions 17 and 18 of the survey address these in order to capture the irritation 
induced by complying with a certain tax. 

The irritation cost for CIT and VAT differs highly from one country to another (see 
Figure 15 and Figure 16). Although the average tax compliance costs are lower for 
VAT than for CIT it seems that, on average, enterprises find VAT compliance to be 
more irritating than CIT compliance. While in some countries the very low (or very 
high) tax compliance costs seems to influence the irritation costs (e.g. FYROM, and 
Estonia for CIT), it has no clear influence on the irritation cost of other countries (see 
Figure 110 – Figure 123). Neither does the level of electronic submission for the 
country have a major effect on irritation costs. In other words, the perception of the 
compliance burden by enterprise does not seem to be related to TETCC. The average 
irritation cost of the three other most burdensome taxes seems to be higher 
(respectively 46% for wage related taxes and contributions; 45% for property and real 
estate taxes; and 77% for the Local and regional tax). However, two important side 
notes should be taken into account with respect to the three other most burdensome 
taxes. For a complete overview on national level of irritation costs of the three most 
burdensome taxes other than CIT and VAT please refer to Table 72 in Annex VII. 

• The sample can be biased (upwards) given the open nature of the question 
(respondents are asked to self-select their most burdensome taxes). 

• If the number of respondents decreases for a “most burdensome tax”, the result 
becomes less representative. 

Figure 15: Percentage of respondents finding CIT compliance rather or very irritating36 

 
Source: KPMG (2018). 

                                                   
36  Additional graphs for the irritation cost by sector and by size are available in Figure 133, Figure 134, 

Figure 135 and Figure 136. 
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Figure 16: Percentage of respondents finding VAT compliance rather or very 
irritating37 

 
Source: KPMG (2018). 

TETCC analysed by reference to IOs 

Four activities have been identified as requirements to respond to tax compliance 
related IOs. These four activities are data collection (gathering all information needed 
for the tax declaration), preparing the tax declaration, reviewing the tax declaration 
and filing (submission) it. The content of these four activities was left to the 
interpretation of the respondent. 

The cost of data collection for VAT, compared to CIT, seems to be relatively larger 
(see Table 6). On average, the CIT data collection cost varies between 36% and 50% 
of the tax compliance costs while they vary between 44% and 70% for VAT. 
Preparation costs make up about 15%-40% of tax compliance costs for both CIT and 
VAT. Only a fraction of the average TETCC can be allocated to the review and the 
submission cost.  

Table 6: TETCC for CIT and VAT by task and by size of enterprise38 

 CIT VAT 
   Micro   Small  Medium LSEs Micro Small Medium LSEs 
Data Collection cost 50% 40% 36% 39% 55% 44% 70% 46% 
Preparation cost 28% 34% 35% 40% 23% 22% 15% 31% 
Review cost 16% 16% 20% 17% 12% 19% 9% 16% 
Submission cost 6% 10% 9% 4% 10% 15% 6% 7% 

Source: KPMG (2018). 

Based on Table 6 above, it appears that the relative burden of data collection for CIT 
is higher for smaller enterprises. Conversely, larger enterprises recorded rising TETCC 
for the other activities, especially the preparation costs for LSE. This overall trend is 
similar for VAT tax compliance costs but less marked as data collection remains the 
largest activity for all enterprises (see Figure 17 and Figure 18). Country level 
averages for tax compliance costs of CIT and VAT are portrayed by Table 60-Table 70 
in Annex VI. 

                                                   
37  Additional graphs for the irritation cost by sector and by size are available in Figure 133–Figure 136. For 

audit compliance costs, see Figure 137, Figure 138, Figure 139, Figure 140, Figure 141 and Figure 142.  
38  See Table 63, Table 64, Table 65, Table 66, Table 67, Table 68, Table 69 and Table 70 for “TCC – VAT 

and CIT by size of enterprise: Per country and IO”. 
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Figure 17: Estimated annual average tax compliance costs by activity and by 
size of enterprise – CIT39 

 
Source: KPMG (2018). 

Figure 18: Estimated annual average tax compliance costs by activity and by 
size of enterprise – VAT40 

 
Source: KPMG (2018). 

One explanation for the evolution observed with enterprise size could be that, as size 
increases, the complexity of the required disclosures increases and so the relative 
effort required for the preparation of the return increases. Another reason might be 
found in the level of internal management of activity. Enterprises outsourcing (partly 
or fully) their tax obligations will still retain significant data collection responsibilities 
(which are more difficult to outsource due to the nature of the activity). As smaller 
enterprises tend to outsource more than LSEs this might explain the larger share of 
data collection burden within the overall TETCC.  

The (relatively) large data collection cost is true in most individual European countries 
for CIT (see Figure 19), with the exception of Sweden, Slovakia, and Germany, for 
which, relatively, preparation cost is the most burdensome activity, and the 
Netherlands for which submission is the most burdensome activity. Most countries 
have, nonetheless, a lower proportion of time allocated to data collection than the 
country average while some large countries have a much higher proportion dedicated 
to this task such as France, Poland and Spain. The time allocated to review and 
submission is more limited but varies greatly between countries. However, this factor 
is likely to be impacted by the interpretation of the question as it can sometimes be 
difficult to distinguish between what is preparation and what is review in a tax 
compliance process as these are highly inter-related activities. In fact, in practical 

                                                   
39  See Figure 131 for the “Estimated average total compliance costs by activity and by size (%) – CIT”. 
40  See Figure 132 for the “Estimated average total compliance costs by activity and by size (%) – VAT”. 
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terms, the key distinction to make is between the data collection activities and the 
preparation/review activities in aggregate as the former will relate to the scale of 
disclosure required by a tax regime and the latter more to the complexity of the 
regime. 

Figure 19: Estimated average tax compliance costs by activity and by country – CIT 

 
Source: KPMG (2018). 

As far as VAT is concerned, the consistency of data collection as the most relatively 
burdensome activity is more widespread with the notable exceptions of Slovakia and 
Slovenia (see Figure 20). Enterprises from Austria, Spain and Luxembourg have a 
much higher proportion of data collection costs than other countries. Enterprises from 
Slovenia faced a very large AB to review their tax obligations. However, this factor is 
likely to be impacted by the interpretation of the question as it can sometimes be 
difficult to distinguish between what is preparation and what is review in a tax 
compliance process as these are highly inter-related activities. In practical terms, the 
key distinction to make is between the data collection activities and the 
preparation/review activities in aggregate as the former will relate more to the scale of 
disclosure required by a tax regime and the latter more to the complexity of the 
regime. Some countries recorded relatively higher submission time such as Belgium, 
Italy or Estonia.  
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Figure 20: Estimated average tax compliance costs by activity and by country – VAT 

 
Source: KPMG (2018). 

Cross-border activity 

The impact of cross-border activities appeared to have a relatively limited effect or 
appeared to be even non-existent for CIT (see Figure 22). However, VAT compliance 
costs (see Figure 23) are higher for small-sized enterprises and LSEs in relative terms. 
These findings are assessed in more detail in Section 7.3.3 of this Study. Additionally, 
when looking at the results as shown in Figure 21, the TETCC for enterprises with 
cross-border activities is higher for SMEs and LSEs. The ratio TETCC/turnover (see 
Figure 24) seems to indicate that enterprises with cross-border activities have a lower 
TETCC (per turnover) than enterprises with no cross-border activities. This could 
indicate the existence of economies of scale.  

Figure 21: Weighted average TETCC by international activity and by size 

 
 Source: KPMG (2018). 
 



Study on tax compliance costs for SMEs  

22 

This is clearly a surprising result from the data given the received wisdom on this 
point and is certainly counterintuitive. However, there may be reasons that explain 
this. It is possible that enterprises engaging in cross-border trade have more efficient 
processes to deal with tax compliance obligations. It is also possible that the additional 
turnover generated from accessing foreign markets may be proportionately much 
higher than the associated tax compliance costs, thus reducing the relative burden. In 
addition, the data from respondents may not fully reflect where enterprises scale back 
or decline involvement in cross-border operations because of concerns about 
additional tax burdens.  

It must be stressed here that the conclusions and recommendations reached in the 
Study also reflect the practical experiences of our tax professionals and other sources 
as discussed in the section on the qualitative analysis. Differing national tax 
legislations and obligations are perceived as real obstacles to trade even if the survey 
data has not clearly demonstrated the incremental cost impact. 

Of course one must note, that controlling simultaneously for multiple enterprise 
characteristics in a regression context leads to a more granular analysis of the drivers 
of the TETCC. For the outcomes of the regression analysis carried out with TETCC 
(including all taxes and covering also cross-border issues), please refer to Section 5 of 
this Study. For additional details on the impact of cross-border activities on the 
relative burden of compliance, please refer to Section 5.2.2 of this Study. 

Figure 22: Estimated average tax 
compliance costs for CIT by 
international activity and by 
size 41 

 
Source: KPMG (2018). 

Figure 23: Estimated average tax 
compliance costs for VAT by 
international activity and by 
size42 43 

Source: KPMG (2018). 

                                                   
41  See Figure 126 for “Estimated average tax compliance costs for CIT by international activity and by size” 

and Figure 128 for “Average tax compliance cost for CIT by size of enterprises and by sector”.  
42  The underlying figures do not take any account of businesses deterred from cross-border activities 

because of onerous tax obligations. There are indications (which will be addressed in the qualitative 
phase) that this is an issue for smaller businesses and has a material impact on the range of activities to 
which they are open. It is also possible that the businesses in the survey who engage in cross-border 
activity have mature tax compliance procedures and have a lower perception of potential compliance 
difficulties compared with other businesses. 

43  See Figure 127 for “Estimated average IETCC for VAT by international activity and by size” and Figure 
129 for “Average tax compliance costs for VAT by size of enterprises and by sector”.  
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Electronic submission 

Most enterprises submit their CIT and VAT returns electronically (80% and 87% 
respectively). With the exception of Romania, the level of electronic submission is 
consistently higher for VAT than for CIT. However, a correlation between the level of 
electronic submission and irritation costs could not be identified. Whilst this may seem 
a surprising result, our experience is that electronic filing regimes rarely significantly 
impact perceptions of the ease or otherwise of the overall compliance process. 
Electronic filing is a small step in a much larger overall process – just as paper filing 
was – and often comes with its own complexity such as the time and cost of setting up 
software systems, electronic processes, managing on-line checks and balances, 
veracity of electronic signatures, etc. See Table 7. 

Table 7: Percentage of electronic submission for CIT and VAT per country44 

 

 Percentage electronically 
submitted  

Country CIT VAT 

Austria 76% 98% 

Belgium 83% 89% 

Czechia 92% 95% 

Estonia 93% 99% 

Finland 81% 91% 

France 91% 94% 

FYROM 88% 97% 

Germany 90% 95% 

Greece 76% 76% 

Ireland 63% 86% 

Italy 97% 97% 

Luxembourg 68% 69% 

Netherlands 73% 76% 

Poland 66% 89% 

Romania 42% 40% 

Slovakia 75% 82% 

Slovenia 98% 98% 

Spain 91% 91% 

Sweden 82% 84% 

United Kingdom 71% 94% 

TOTAL AVERAGE 80% 87% 
Source: KPMG (2018). 

                                                   
44  The Table 7 shows survey responses for electronic submission for 2014. Discrepancies between the 

Survey figures for electronically submitted CIT and VAT returns and official requirements (i.e. where 
electronic submission is mandatory) or officially reported figures may likely have arisen due to a 
misinterpretation of the question and the role of outsourcing of compliance obligations. This may be the 
case, for example, where a taxpayer outsources to a tax agent or specialised service provider who then 
takes responsibility for submitting the tax filing electronically. Discrepancies are noted, amongst others, 
for Greece, Ireland and Italy. 
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4 ESTIMATING RATIOS TO ASSESS THE RELATIVE BURDEN OF 
COMPLIANCE 

4.1 Introduction 
This section presents several estimated measures of the compliance burden in the 
20 countries and six industry sectors covered by this Study. We estimate the central 
tendency45 of four measures of the relative burden of compliance, as presented in the 
Table 8 below.46 The estimations were preceded by several data preparation and data 
cleaning measures. For details, please refer to Annex VIII of the Study. 

Table 8: Measures of the relative burden of compliance estimated in the Study 

Measure of the compliance burden Summary 

TETCC to turnover ratio (R1) 

The ratio measures the total cost of tax 
compliance across all direct and indirect taxes as a 
percentage of the enterprise turnover. It provides 
an indication of the relative burden of TETCC to 
the enterprise’s total turnover. 

IETCC to turnover ratio (R2) 

The ratio measures the total cost of tax 
compliance across all indirect taxes as a 
percentage of the enterprise turnover. It provides 
an indication of the relative burden of indirect 
enterprise tax compliance costs (IETCC) to the 
enterprise’s total turnover. 

TETCC to tax revenue ratio (R3) 

The ratio measures the total cost of tax 
compliance across all direct and indirect taxes as a 
percentage of the total tax revenue transferred to 
the tax authorities. It provides a broad measure of 
the cost burden that enterprises are required to 
spend on tax compliance in order to generate a 
given amount of tax revenues and provides an 
indication of the relative efficiency of the revenue 
raising mechanism. 

DET to gross profit ratio (R4) 

The ratio measures the DET as a percentage of the 
gross profit (i.e. the profit before taxes of the 
enterprise). It provides a broad indication 
regarding the proportion of earnings before taxes 
paid as direct taxes. 

Source: KPMG (2018). 

Estimation results are first presented on European level by enterprise size categories, 
sectors, enterprise structure and cross-border activities. Subsequently, the aggregated 
results are compared across countries. 

We estimated the above-mentioned ratios by using a trimmed mean approach to 
account for the skewed distribution of the data while still maintaining comparability 
with earlier studies. For details regarding the estimation methodology, please refer to 
Annex VIII. 

Wherever possible the results are compared to the European Tax Survey of 2004, a 
Study similar in scope and methodology and also one-of-a-kind in the sense that it 
assesses the burden of tax compliance at the European level by statistical and 
econometric methods. 

                                                   
45  A central or typical value for a probability distribution. The most common measures of central tendency 

are the arithmetic mean, the median and the mode. 
46  Notably, in this section we estimate statistics by simple inferential statistics. That means we do not 

control simultaneously for enterprise characteristics influencing the burden of compliance. For the 
regression analysis, please refer to Section 5. 
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The European Tax Survey of 200447 

This Study is not the first to assess the relative burden of tax obligations. The 
European Tax Survey conducted in 2004 used a similar methodology (analysis of 
ratios and a regression analysis) to assess the burden of tax obligations at the 
European level. The results of the survey were based on a smaller sample of 
enterprises (700). The survey sample was drawn from participants of the European 
Business Test Panel.48 It can be argued that enterprises with some characteristics 
may be over- or under-represented in this Test Panel. In particular, enterprises that 
were established only recently may be under-represented in the European Tax 
Survey’s sample. In comparison, data collection in this Study aimed at the general 
population of enterprises. 

Also, the survey included only 14 countries as opposed to the 20 countries covered 
by this Study. Table 9 below presents the scope of the studies in terms of countries 
covered. Although there are differences in the two studies, the results can be used 
to broadly assess changes in the relative burden of tax compliance that took place in 
the ten years between 2004 and 2014, especially as the methodological approach is 
very similar. 

Table 9: Comparing the territorial scope of this Study and the European 
Tax Survey of 2004 

Country Tax Survey This Study 
Austria x x 

Belgium x x 

Czechia  x 

Denmark x 
 

Estonia 
 

x 

Finland x x 

France x x 

FYROM 
 

x 

Germany x x 

Greece x x 

Ireland x x 

Italy x x 

Luxembourg  x 

Netherlands x x 

Poland 
 

x 

Portugal x 
 

Romania 
 

x 

Slovakia 
 

x 

Slovenia 
 

x 

Spain x x 

Sweden x x 

United Kingdom x x 
Source: KPMG (2018) and European Tax Survey 

                                                   
47  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union. Retrieved from 
https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf, 15 November 
2018. 

48  EU Business. (2011). European Business Test Panel. Retrieved from 
https://www.eubusiness.com/topics/sme/ebtp/, July 2018.  

https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf
https://www.eubusiness.com/topics/sme/ebtp/
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4.2 European level estimations 
4.2.1 TETCC to turnover ratio 

Figure 24 below presents estimations of the average TETCC to turnover ratio by size, 
sector, enterprise structure and cross-border trade activities for the 20 countries 
covered by the Study. Almost all estimations are significant at the 1% level with the 
exception of a single enterprise category that is only significant at the 10% level and 
the ratio of LSEs which is not significant. 

Figure 24: Estimated average TETCC to turnover ratio (R1) by size, sector, 
enterprise structure and by cross-border activity 

 

The figures indicate the estimated average ratio for the 20 countries in each category. “Unknown” category 
refers to enterprises not indicating whether or not they have cross-border activities. Confidence intervals 
(95%) are indicated by the red brackets. *** p<0.01, ** p<0.05, * p<0.1. 
Source: KPMG (2018). 

The average enterprise in the 20 countries spends 2.5% of its turnover on compliance 
with tax obligations. The relative burden has a negative correlation with the size of the 
enterprise. We found that the relative burden of tax compliance is the highest for 
micro-sized enterprises (2.6%). The ratio is 1.4% for the small-sized enterprises and 
only 0.3% for the medium-sized enterprises. These figures could indicate that TETCC 
are, at least in part, fixed costs and also that larger enterprises utilise economies of 
scale to deal with tax compliance obligations. 
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Additional key insights include the following: 

• Taking into account the confidence interval of the estimates, sectoral differences 
are negligible in the relative burden of compliance; 

• The relative burden of compliance is the largest for ultimate parents and 
standalone enterprises. Enterprises with subsidiaries that are not ultimate parents 
and subsidiaries bear a lower relative burden. This could mean that tax obligations 
are most often handled at a relatively high level in the enterprise’s hierarchy; 

• Statistical evidence suggests that enterprises engaging in cross-border trade have 
a lower relative burden compared to those that are only active in their home 
country.49 

Did the burden of compliance with tax obligations decrease between 2004 
and 2014? 

The European Tax Survey found that, in the 14 countries covered by the Study, the 
average SME spent 2.6% relative to its turnover on compliance with tax obligations 
in 2004. These results are similar to the findings of this Study (an average enterprise 
spent 2.5% of its turnover on tax compliance in 2014 – see Figure 24): it seems to 
be the case that, if at all, the relative burden of compliance decreased only to a very 
minor extent between 2004 and 2014.  

The similarity of the numbers does not necessarily mean that there was little 
progress made to ease the relative burden of tax compliance for enterprises. The 
country composition of the two studies is different: this Study includes also some of 
the Member States which joined the EU in 2004, whereas the European Tax Survey 
does not. Therefore, we estimated the ratio for the twelve countries50 which were 
included in the earlier Study and are also included in this Study. On average, in 
relative terms, enterprises in these twelve countries spend less (2.4%) on 
compliance activities than the 20 selected countries. This difference, however, is not 
significant. 

The European Tax Survey also found that smaller enterprises were disproportionately 
burdened by tax compliance obligations: while SMEs spent 2.6%, LSEs spent only 
0.02% of their sales revenues turnover on compliance with tax obligations in 2004. 
We also estimate in this Study that the compliance burden to be substantially lower 
for LSEs compared to SMEs but considerably higher than in the European Tax 
Survey: the estimated figure for the TETCC to turnover ratio for the average LSE was 
0.7% and the ratio was 2.5% for the average SME in 2014.  

4.2.2 IETCC to turnover ratio 

The relative burden of tax compliance obligations can also be analysed by tax types. 
The relative burden of indirect tax obligations is especially interesting as this is an 
area where harmonisation efforts due to the VAT Directive have been the highest 
across the (EU) Member States, although detailed implementation lies in the hands of 

                                                   
49  The most likely explanation is that enterprises engaging in cross-border trade have more efficient 

processes to deal with tax compliance activities. If the existence of such efficiencies is correlated with 
cross-border trade because enterprises without sufficiently efficient processes refrain from trading 
internationally (which is a plausible assumption also in light of the qualitative analysis) this is a viable 
explanation for these results. It is also possible that the growth in turnover arising from cross-border 
trade is higher than the additional compliance costs, reducing the relative burden. In addition, the data 
from respondents may not take sufficient account of situations where enterprises decline involvement in 
cross-border operations because of concerns about additional tax burdens. Any conclusions on the 
impact of tax obligations on cross-border trade need to take account of both the quantitative and the 
qualitative analysis contained in the Study. 

50  In the European Tax Survey of 2004 the following countries were included: Austria, Belgium, Denmark, 
Germany, Greece, Spain, Finland, France, Ireland, Italy, the Netherlands, Portugal, Sweden and the UK. 
We did not include Denmark and Portugal in this Study. 
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the Member States. The following figure presents estimations on the 20 countries 
covered by this Study and of their average IETCC cost to turnover ratio by size, 
sector, enterprise structure and cross-border trade activities. All the estimated ratios 
are significant at the 1% level, except for LSEs and two other enterprise categories.51 

Figure 25: Estimated average IETCC to turnover ratio (R2) by size, sector, 
enterprise structure and cross-border trade activities 

 

The figures indicate the estimated average ratio for the 20 countries in each category. “Unknown” category 
refers to enterprises not indicating whether or not they have cross-border activities. Confidence intervals 
(95%) are indicated by the red brackets. *** p<0.01, ** p<0.05, * p<0.1. 
Source: KPMG (2018).  

                                                   
51  By enterprise structure: subsidiaries in home country but not parent; other. 



Study on tax compliance costs for SMEs  

29 

The average enterprise (total in Figure 25) in the 20 countries selected spends 0.5% 
of its turnover on compliance with indirect enterprise tax (IET) obligations, i.e. 
compliance with IET obligations is a smaller burden for enterprises compared to direct 
taxes. Similarly to the TETCC to turnover ratio, the IETCC to turnover is higher for 
smaller enterprises compared to larger enterprises. In particular, small-sized 
enterprises are disproportionately burdened by IETCC. Additional key insights include 
the following. 

• Taking into account the confidence intervals of the estimates, sectoral differences 
are negligible. 

• There is no significant difference in the relative burden of complying with IET 
obligations by enterprise structure and, whilst the point estimates for ultimate 
parents and “other” enterprises are higher than in other enterprise structures, the 
confidence intervals are also much higher, therefore indicating that the relatively 
higher point estimates can be misleading. 

• There is no statistical evidence that cross-border trade leads to a higher relative 
burden of IETCC. This may be because enterprises engaging in cross-border trade 
have more cost-efficient compliance procedures in place than enterprises active 
only in their home country. It may also reflect the exemption of VAT in Business-
to-Business (B2B) cross-border transactions, which are likely to represent the bulk 
of transactions in the enterprises in the sample even if VAT creates other burdens 
for cross-border trade. 

• Notably, as measured by the median, enterprises engaging in cross-border trade 
have a higher relative burden of indirect tax compliance than enterprises active 
only in their home country, which is closer to our expectations. However, the 
confidence intervals of the two means in fact include the medians.52 

4.2.3 TETCC to tax revenue 

In the previous sections we looked at the compliance burden from the perspective of 
the enterprises. In this section we assess the cost of tax collection, a measure of the 
efficiency of tax systems. 

The following figure presents the estimations of the TETCC to tax revenue ratio by size 
and sector for the 20 countries covered by this Study. All the calculated ratios are 
significant at the 1% level, except the ratio of LSEs, which is significant at the 10% 
level. 

                                                   
52  See supra note 49. 
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Figure 26: Estimated average TETCC to tax revenue ratio (R3) by size and sector53 

The figures indicate the estimated average ratio for the 20 countries in each category. Confidence intervals 
(95%) are indicated by the red brackets. *** p<0.01, ** p<0.05, * p<0.1. 
Source: KPMG (2018).  

In the 20 selected countries, we can infer that TETCC for the average enterprise (total 
in Figure 26) constitute 52% of the total tax revenue. Collecting taxes from larger 
enterprises, again, is less costly compared to smaller enterprises. However, the 
average ratio is higher for LSEs than for medium-sized enterprises, the difference is 
not significant. Taking into account the confidence interval of the estimates, sectoral 
differences are negligible. 

Did the cost of enterprise tax collection decrease between 2004 and 2014? 

The European Tax Survey conducted in 2004 found that the TETCC to tax revenue 
ratio for the average SME was 30.9%. We re-estimated the ratio for the twelve 
countries54 which were included in the earlier Study as well as in this Study. Our 
estimation for these twelve countries is 48.9%, and the estimations for SMEs range 
between 11.1% and 50.1% (depending on size category). Overall, it seems likely 
that the cost of tax collection on average either remained unchanged or increased 
between 2004 and 2014 in the twelve countries covered by both studies.  

4.2.4 DET to gross profit 

The Direct Enterprise Tax (DET) to gross profit ratio provides a broad picture 
regarding how heavily enterprises are taxed in the 20 countries of the Study. Figure 
27 presents estimations of the ratio by size and sector for the 20 countries covered by 
this Study. All the estimated ratios are significant at the 1% level. It must be noted 
still that the confidence intervals of the estimates are large due to the smaller number 
of respondents answering the questions enquiring about their gross profit and tax 
obligations and due to the high variation of the gross profit of enterprises. 

                                                   
53  Number of observations lower than 2 500 because item non-response was higher in the case of the 

relevant questions. 
54  See supra note 50. 
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Figure 27: Estimated average DET to gross profit ratio (R4) by size and sector55 

 

The figures indicate the estimated average ratio of the 20 countries in each category. Confidence intervals 
(95%) are indicated by the red brackets.  
*** p<0.01, ** p<0.05, * p<0.1. 
Source: KPMG (2018).  

The average enterprise (total in Figure 27) in the 20 countries pays a higher amount 
of direct taxes i.e. 145% of its gross profit. Micro- and small-sized enterprises are 
again twice as heavily burdened by tax obligations compared to larger enterprises. In 
construction, manufacturing and wholesale and retail sectors, the average DET to 
gross profit ratio is twice as high than in the accommodation and food service 
activities sector, in other sectors the difference is negligible.  

4.3 Country comparisons 
This section presents the estimated four ratios in the 20 selected countries. The 
estimates need to be treated with caution as the confidence intervals of the estimates 
are high. The confidence intervals are presented in the below figures for each 
estimates. The uncertainty of the estimations can be explained by the low number of 
observations at country level, as the survey sample size at the country level ranges 
between 121 and 208 enterprises. 

4.3.1 TETCC to turnover 

We saw that the average enterprise in the 20 countries spends 2.5% of its turnover on 
tax obligations (Figure 24). This, however, hides large differences between the 
countries in the sample (see Figure 28). The following Figure 28 presents the 
estimated average TETCC to turnover ratio by countries. 

                                                   
55  Number of observations lower than 2 500 because item non-response was higher in the case of the 

relevant questions. 
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Figure 28: Estimated average TETCC to turnover ratio (R1) by countries 

 

Confidence intervals indicated by brackets. Estimation average for the 20 countries indicated by the dashed 
line i.e. 2.5%. 
Source: KPMG (2018).  

Enterprises in Luxembourg, Ireland and Slovenia bear the lowest total relative burden 
regarding all taxes while France, Slovakia and Poland have the highest relative 
burden.  

4.3.2 IETCC to turnover 

Figure 29 presents the estimated average IETCC to turnover ratio by countries. The 
relative burden of complying with indirect tax obligations is the smallest in Slovenia, 
Ireland and Spain and it is the highest in Finland, Germany and Poland. 

Figure 29: Estimated average IETCC to turnover ratio (R2) by countries 

 

Confidence intervals indicated by brackets. Estimation average for the 20 countries indicated by the dashed 
line i.e. 0.48%. 
Source: KPMG (2018).  

Figure 30 below presents the comparison of the estimated relative burden of the direct 
and indirect tax obligations. The burden of complying with indirect taxes represents a 
different share in the total compliance burden in different countries. While direct taxes 
require higher compliance efforts than indirect taxes in all countries, in Austria, 
Finland, Germany, and Poland, the relative burden of complying with indirect tax 
obligations compared to the relative burden of complying with direct tax obligations 
was higher compared to other countries. For Slovenia, Ireland, Estonia, Spain, Italy 
and Luxembourg, the compliance costs for indirect tax obligations are very low. 
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Figure 30: The comparison of the estimated average relative burden of compliance 
costs to turnover ratio with direct and indirect tax obligations 

 
Estimation average for the 20 countries indicated by the dashed line i.e. 2.5%. 
Source: KPMG (2018). 
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Comparing the outcomes of the analysis to “Paying Taxes”56 

This Study is not the first to rank countries by the burden of tax compliance. Paying 
Taxes is one of the most frequently referenced sources of quantitative information 
on the burden of tax compliance. 

Paying Taxes records the taxes and mandatory contributions that a fictional 
enterprise must pay in a given year, the AB of paying taxes and contributions and 
the burden of complying with post-filing procedures.57 The burden of compliance is 
measured by the number of hours required to comply with tax obligations. The 
Study assesses multiple aspects of the compliance burden under a certain set of 
assumptions regarding the characteristics of the model enterprise and regarding the 
taxes and contributions themselves. Under this set of assumptions, in each country 
tax experts estimate the taxes and mandatory contributions, filing frequencies, time 
required to comply with tax obligations, etc. This can be called a “top-down” 
approach. 

In this Study we took a fundamentally different “bottom-up” approach. In order to 
get insight into the perception of taxpayers as to the costs and burdens they 
experience, we adopted a large-scale survey approach to collect data directly from 
enterprises subject to tax regulations in the 20 countries of this Study.  

Each methodology has its own merit: Paying Taxes provides an “expert” based view 
of the compliance costs faced by a model enterprise. Our approach provides the 
perspective of the actual taxpayer and is a necessary approach if one wishes to get a 
picture of the perceived burden of compliance, which was one of the objectives of 
this Study. Our approach also provides a broader picture regarding the compliance 
burden by providing comparisons across size, category, industry, sector, etc., 
characteristics of the survey respondents.  

Although comparing the relative burden to the total burden of compliance can be 
misleading, it is interesting to see the differences in the absolute and the relative 
burden. 

Regarding the total relative burden, the results of the 2016 issue of Paying Taxes, 
where data refers to 2014, are similar for countries ranked in the first and last 
positions. Both studies rank Luxembourg and Ireland as the countries with the 
lightest burden and both rank Germany, Slovakia and Poland at the other end of the 
spectrum. However, the ranking of countries around the average differs considerably 
between the two studies. The case of Slovenia and Greece are especially interesting: 
we found that these countries have a smaller relative burden compared to other 
countries whereas Paying Taxes finds that they have a high absolute cost. 

 

4.3.3 TETCC to tax revenue 

While tax collection seems to be costly if we look at the estimates for all 20 countries, 
there can be large differences between the countries. Figure 31 below presents the 
estimated average TETCC to tax revenue ratio by countries. The cost of tax collection 
is the lowest in Luxembourg, Slovenia, Greece and Estonia while it is the highest in 
Slovakia, Italy and Czechia. Tax collection in Czechia is estimated to be about almost 
eight times higher than in Luxemburg. Again, the estimates need to be treated with 
caution as the confidence intervals of the estimates are high. 

                                                   
56  PricewaterhouseCoopers and the World Bank Group. (2016). Paying Taxes 2016. Washington, DC: World 

Bank. Retrieved from https://www.pwc.com/gx/en/paying-taxes-2016/paying-taxes-2016.pdf, 15 
November 2018.  

57  For further details please refer to: Wolrd Bank Group. (2010). Paying Taxes Methodology. Retrieved 
from http://www.doingbusiness.org/Methodology/Paying-Taxes, 15 November 2018.  

https://www.pwc.com/gx/en/paying-taxes-2016/paying-taxes-2016.pdf
http://www.doingbusiness.org/Methodology/Paying-Taxes


Study on tax compliance costs for SMEs  

35 

Figure 31: Estimated average TETCC to tax revenue ratio (R3) 

 

Confidence intervals indicated by brackets. Estimation average for the 20 countries indicated by the dashed 
line i.e. 52%. 
Source: KPMG (2018).  

4.3.4 DET to gross profit 

Figure 32 presents the estimated average DET to gross profit ratio by countries. It 
must be noted that the confidence intervals of the estimates are high due to the 
smaller number of respondents answering the questions enquiring about their gross 
profit and tax obligations and due to the high year-on-year variability of the gross 
profit of enterprises. 

Figure 32: Estimated average DET to gross profit ratio (R4) 

 

Confidence intervals indicated by brackets. Estimation average for the 20 countries indicated by the dashed 
line i.e. 150%. 
Source: KPMG (2018).  

Although the confidence intervals of the estimates are wide as many survey 
respondents did not answer the question regarding their gross profits and tax 
obligations, and the sample variance of the answers is also high, differences between 
the countries also seem to be high. These differences should be interpreted and 
compared across Member States with caution: as there were substantial differences in 
the cyclical position of the economies of Member States in 2014 which would have had 
a direct and strong impact on the level of profits. 

Enterprises in the UK, Finland and Slovakia pay the smallest amount of taxes 
compared to their gross profit. It has to be mentioned that the definition of direct 
taxes is very wide (see Section 1.4) and includes items (e.g. payroll tax) that are 
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deductions from revenue in order to get to gross profit. Additionally, in any one year, 
one-off costs may mean that DET could exceed gross profit. Given this, it is entirely 
possible that DET is greater than gross profit in many cases and could explain some of 
the surprising results indicated in Figure 32. 

To further investigate the cost of taxation an additional ratio was calculated: the CIT 
to gross profit ratio, presented in Figure 33 below. As a result of the data mitigation 
strategies more respondents indicated the total amount of CIT than the total amount 
of direct taxes and information could also be retrieved regarding CIT from enterprise 
databases. Respondents are also more likely to have an accurate picture regarding the 
compliance costs paid for CIT than for all direct taxes. The average enterprise in the 
20 countries pays 24% of its gross profit to CIT. Enterprises in Estonia, Poland and the 
UK pay the smallest amount of CIT compared to their gross profit. The confidence 
intervals almost always include the CIT rate. 

Figure 33: Estimated average CIT to gross profit ratio and the CIT rate 

 
Confidence intervals indicated by brackets. Estimation average for the 20 countries indicated by the dashed 
line i.e. 24%. The CIT rates are the top statutory rates (including surcharges) in 2014. 
Source: KPMG (2018). Source of CIT rates: https://ec.europa.eu/taxation_customs/business/economic-
analysis-taxation/data-taxation_en 

 

https://ec.europa.eu/taxation_customs/business/economic-analysis-taxation/data-taxation_en
https://ec.europa.eu/taxation_customs/business/economic-analysis-taxation/data-taxation_en
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5 REGRESSION ANALYSIS 

5.1 Introduction 
The evidence presented in the previous sections of the Study shows higher TETCC but 
lower relative tax compliance burden for larger enterprises than for smaller 
enterprises. To further investigate TETCC and the relative burden of compliance, the 
descriptive analysis of the previous section is complemented with a regression analysis 
outlined in this chapter and in Annex VIII. 

The regression analysis allows us to jointly analyse the impact of enterprise 
characteristics on TETCC instead of simply focusing on a single characteristic of 
enterprises. With the impacts estimated by the regressions, one can investigate the 
impact of enterprise characteristics on different measures of the absolute and relative 
burden, while controlling for the other enterprise characteristics that simultaneously 
determine these measures. 

By taking into account only the outcomes of the descriptive analysis, one cannot for 
example say with certainty that the relative burden of enterprise tax compliance 
decreases with larger enterprise size. The reason is that it is possible that larger 
enterprises systematically differ from smaller ones in characteristics other than size, 
for instance they often engage in cross-border trade and those differences are the 
reasons behind the lower relative burden of LSEs rather than the size of the 
enterprises. The regression analysis can show, therefore, whether enterprise size has 
a statistically significant impact on the different measures of the compliance burden 
when considering the other characteristics of the enterprises. 

We present below the outcomes of the regression analysis by outcome variables. First, 
we assessed the estimations for the TETCC, then the TETCC to turnover ratio and, 
finally, the IETCC to turnover ratio.58 The outcome variables are explained in the 
estimation models by enterprise characteristics that are expected to have an influence 
on the TETCC and the two ratios. These enterprise characteristics are the size, 
country, sector, cross-border trade, enterprise age, dependence structure, electronic 
filing of tax returns and whether the enterprise outsources some or all elements of its 
tax compliance activities. 

We carried out the estimations using weighted ordinary least squares (WOLS). As a 
robustness check, we also estimated the measures of the compliance burden by 
fractional logit and beta regressions. No matter which estimation methodology we 
used, the conclusions largely remained the same. For additional details regarding the 
estimation methodology and detailed estimation tables, please refer to Annex VIII. 

                                                   
58  As we saw earlier in this Study, the confidence intervals for the estimations of the DET to gross profit 

and TETCC to tax revenue ratios were very large. One reason for this is the fact of the lower number of 
respondents answering these questions, the other is that the variation of taxes paid and gross profit can 
be assumed to be higher than the variation of turnover. As discussed earlier, the low response rates are 
most likely explained by the confidentiality of the data requested. Secondly, these ratios are also more 
prone to measurement errors as respondents may have given estimates regarding gross profit and taxes 
paid if they did not have accurate information on hand, even if the respondent has some knowledge of 
the information required. For these reasons, most explanatory variables are not significant in the 
regression analysis of these ratios and the estimations are unlikely to provide additional insights into the 
drivers of the compliance burden. 
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In summary, the results of the regression analysis indicate that the main conclusions 
of the ratio analysis remain largely unchanged. The regression analysis came to the 
following conclusions.  

• The TETCC is smaller but the relative burden of compliance is higher for smaller 
enterprises, even after controlling for relevant enterprise characteristics.59 This 
indicates that the tax compliance burden has a significant fixed cost element. 

• Enterprises engaging in cross-border trade face higher absolute compliance costs. 
However, they bear a smaller relative burden compared to enterprises active only 
in their home country, even after controlling for size, country, the sector and other 
enterprise characteristics.60 

• The categorical country variables have a statistically significant impact on the 
relative burden of compliance after controlling for the differences across the 
countries in the key characteristics of the enterprises. This can most likely be 
explained by differences in the national tax systems, tax administrations and, in 
general, differences in the broader public administration of the countries. 

• TETCC differs across sectors, even after controlling for enterprise characteristics 
and the country. However, industry sectors seem to determine the relative burden 
only to a very minor extent. 

• Electronic filing does not seem to have a statistically significant impact on the 
relative burden of compliance. Neither does enterprise age, which could either 
mean that enterprise age is a less relevant proxy for enterprise know-how or that 
enterprise know-how is indeed not a key determinant of either TETCC or the 
relative tax compliance burden. 

• The findings are robust to estimation methods: beta regression and logit estimates 
tend to produce estimates similar to the WOLS estimations. 

• Respondents seem to systematically under-report turnover. Therefore, it is 
possible that the relative burden is in fact smaller than the estimates mentioned in 
this Study. 

                                                   
59  These characteristics are: size, outsourcing, dependence structure, enterprise age, electronic filing, 

cross-border trade, country and sector. For additional details, please refer to Annex III. 
60  See supra note 49.  
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5.2 European level estimations 
5.2.1 TETCC 

In the sections below we explain the impact of the different enterprise characteristics 
on the TETCC in more detail. 

Enterprise size 

Figure 34 below presents the differences in TETCC by enterprise size controlling for 
other enterprise characteristics, country and sector effects. 

Figure 34: Relative size differences in the TETCC 

 

Source: KPMG (2018). Base category: micro-sized enterprises. 

Larger enterprises face higher TETCC compared to smaller enterprises even after 
controlling for other enterprise characteristics, which is a well-documented finding of 
literature on the subject matter. A small-sized enterprise faces TETCC 115% higher 
than a micro-sized enterprise. The same figure is 156% for medium-sized enterprises 
and 473% for LSEs.  

The European Tax Survey of 2004 found that total relative TETCC for small-sized 
enterprises is about 100 percentage points higher than for micro-sized enterprises. 
The differential was 300 percentage points for medium-sized and 650 percentage 
points for LSEs. Taking into account the caveats of the differences between the two 
studies, it, nonetheless, appears that the relative burden of TETCC for medium-sized 
enterprises and LSEs has decreased in years since the 2004 survey. 

 

Sectoral differences 

The categorical variables regarding industry sectors are included in the model to 
control for unobserved factors influencing TETCC that have a similar impact on all 
enterprises operating in a certain sector. These unobserved factors can be either 
sector-specific tax obligations, sector-specific tax rules or other factors affecting only 
enterprises in some sectors and not in other sectors.  

Figure 35 below presents the differences in TETCC by sector controlling for other 
enterprise characteristics and unobserved country and size effects. The estimation 
results indicate that TETCC for the average enterprise are the largest in the 
manufacturing sector. The TETCC for enterprises in the construction, wholesale and 
retail trade, accommodation and food services and the professional services sectors 
are estimated to be about 20% smaller than for the manufacturing sector. The 
difference for the electricity, gas, steam and air conditioning supply sector is neither 
statistically significant nor substantial. 
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Figure 35: Relative sector differences in the TETCC 

 

Source: KPMG (2018). Base category: manufacturing sector. 

Enterprise structure 

Controlling for the country, the sector and other enterprise characteristics, the TETCC 
for ultimate parents is estimated to be 157% higher than for standalone enterprises. 
The opposite is true for enterprises which have subsidiaries in other (EU) Member 
States but are not the ultimate parent of their group: these enterprises are estimated 
to have 76% less TETCC than standalone enterprises. The most likely explanation is 
that ultimate parents take over some of the tax compliance of their subsidiaries. 

Cross-border activities 

Enterprises engaging in cross-border trade face a TETCC that is 67% higher than for 
enterprises active only in their home country, even after controlling for other 
enterprise characteristics. 

Additional enterprise characteristics 

At a first look outsourcing tax compliance seems to increase the TETCC by an average 
of 71%. However, it is possible that enterprises that find tax compliance especially 
burdensome (e.g. micro-sized enterprises or LSE with more complex compliance 
burdens that they do not wish to fully resource in-house) are more likely to use 
external service providers to help support them in meeting their complex tax 
compliance obligations in the first place. Thus, we think the increased cost associated 
with outsourcing is a function of the compliance burden rather than a cause of it.  

Whether or not an enterprise uses electronic filing seems to have limited to no impact 
on TETCC. This result is not unsurprising given the filing process is a minor aspect of 
the overall end-to-end compliance process.  

Enterprise know-how, which is proxied by enterprise age, also seems to have limited 
impact on TETCC. Whilst experience could have an impact on efficiency, the 
compliance burden is determined by the local regulatory framework and is generally 
independent of enterprise age.  

5.2.2 TETCC to turnover 

In the sections below we explain the impact of the relevant enterprise characteristics 
on the relative burden of tax compliance in more detail. 

Enterprise size 

Larger enterprises face a lower relative compliance burden compared to smaller 
enterprises as shown by Figure 36 below. These results could either mean that at least 
part of TETCC can be considered to be fixed costs and/or that economies of scale are 
present when dealing with tax obligations.  

Compared to their turnover, small-sized enterprises spend 1.05 percentage point less 
than micro-sized enterprises to comply with tax obligations. This figure is 
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1.95 percentage points for medium-sized enterprises and 1.14 percentage point for 
LSEs, however, the difference in the two size category is not significant.  

Figure 36: Relative size differences in the TETCC to turnover ratio (R1) 

 
Source: KPMG (2018). Base category: micro-sized enterprises. 

Cross-border activities 

According to the regression analysis, controlling for other enterprise characteristics, 
enterprises engaging in cross-border trade face a TETCC to turnover ratio 0.86% 
smaller than those active only in their home country. This estimate deserves some 
explanation, and we believe that there are, at least, two very plausible explanations 
for the data. 

One explanation is that enterprises engaging in cross-border trade have more efficient 
processes to deal with tax compliance activities whether because that was an 
advantage in starting to trade internationally in the first place or because the extra 
scale brought about by international trading allowed economies of scale in relation to 
the management of tax compliance to develop. If the existence of such efficiencies is 
correlated with cross-border trade – because enterprises without sufficiently efficient 
processes refrain from trading internationally (which is a plausible assumption also in 
light of the qualitative analysis outlined in more detail in Section 7.3.3.) – the impact 
estimated for cross-border trade may largely be attributed to efficiency instead. 
Unfortunately we cannot control for efficiency in the regression context, because we 
do not have data on this specific subject matter. 

The other explanation is that even after controlling for size categories, turnover can 
play a role. We used the SME definition of the EC61 to control for enterprise size (see 
Table 2), which means that variation in turnover within size categories still remains. 
Table 10 below presents the average turnover of enterprises by enterprise size and 
cross- border activities. 

                                                   
61  EC recommendation 2003/361/EC 
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Table 10: Average turnover of enterprises by enterprise size and cross-border activity 
(EUR thousand), the proportion of enterprises in each size category by 
cross-border activity and the number of enterprises by size 

  Enterprise size 

 

Cross-
border 

activities 
Micro Small Medium LSE 

Average turnover 
EUR (1.000) 

No 398 2 434 14 371 221 152 

Yes 801 5 033 23 155 588 419 

Unknown 429 2 525 14 998 118 499 

Proportion of 
enterprises by 
cross-border 

activity 

No 68% 55% 45% 33% 

Yes 20% 36% 43% 45% 

Unknown 12% 9% 12% 22% 

Total 100% 100% 100% 100% 

Total number of enterprises  15 128 203 1 003 122 146 164 27 748 

Source: KPMG (2018). 

The average turnover of micro-sized enterprises engaged in cross-border trade is 
101% higher than those active only in their home country. The equivalent figure is 
107% for small-sized enterprises, 61% for medium-sized enterprises and 166% for 
LSEs (see Table 10). This could mean either that cross-border trade brings about a 
significant increase in turnover for those enterprises which succeed in entering foreign 
markets or that those enterprises already engaged in cross-border trade have a higher 
turnover. To test these hypotheses, further specific data would be required on the 
characteristics of the enterprises (such as measures of efficiency and qualitative data 
on why they decided to and how long they have been trading internationally). 

The difference in turnover can partially explain why the TETCC to turnover ratio 0.86% 
is smaller for enterprises engaging in cross-border trade than those active only in their 
home country. As enterprises involved in cross-border activities have substantially 
higher turnover in each size category than enterprises active only domestically thus 
the TETCC to turnover ratio is substantially lower for enterprises involved in cross-
border activities. Similarly this turnover effect could also explain that enterprises with 
cross-border activities face a TETCC about 67% higher compared to enterprises active 
only in their home country, as TETCC would typically increase with turnover. 

Last but not least, the data from respondents may not take sufficient account of 
situations where enterprises decline involvement in cross-border operations because 
of concerns about additional tax burdens. Any conclusions on the impact of tax 
obligations on cross-border trade need to take account of both the quantitative and 
the qualitative analysis expanding on this issue in Section 7.3.3 of this Study. 

Other determinants of the relative burden of taxation 

According to the regression analysis, enterprises engaging in cross-border trade are 
estimated to face a TETCC to turnover ratio 0.8 percentage points smaller than those 
active solely in their home country. Electronic filing, sector characteristics and 
enterprise structure do not seem to have a statistically significant impact on relative 
compliance burden. 
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5.2.3 IETCC to turnover 

In the sections below we explain the impact of the enterprise characteristics on the 
IETCC in more detail. 

Enterprise size 

Figure 37 presents the estimated impact of the size, controlling for the characteristics 
of the enterprises. It shows the difference in the IETCC to turnover ratio by size 
compared to the micro-sized enterprises. 

Figure 37: Relative size differences in the IETCC to turnover ratio (R2) 

 
Base category: micro-sized enterprises. Non-significant values indicated by grey bars. 
Source: KPMG (2018).  

LSEs and medium-sized enterprises face a lower relative compliance burden for 
indirect taxes when compared to small-sized enterprises and micro-sized enterprises, 
as presented in Figure 37. Compared to their turnover, small-sized enterprises do not 
spend substantially more on indirect tax compliance than micro-sized enterprises. 
Medium-sized enterprises and LSEs, on the other hand, spend 0.44 percentage points 
less than micro-sized enterprises on indirect tax compliance compared to their 
turnover. 

5.3 Country Comparisons 
In the sections below we explain the impact of the country characteristics on the 
TETCC, the TETCC to turnover ratio and the IETCC to turnover ratio. The base 
category was selected to be Ireland as this country was ranked among the top three 
countries in all ratio estimations. 

5.3.1 TETCC 

As shown by the estimated parameters for the country categorical variables, even 
after controlling for differences in the characteristics of enterprises in the 20 countries, 
significant differences remain in the TETCC paid by the average enterprise.  

As regards differences in the burden of tax compliance by countries, the regression 
results point in the same direction as the ratio analysis. The following Figure 38 
presents the estimated impact of the unobserved effects of the different countries, 
controlling for the characteristics of the enterprises. Figure 38 shows to what 
percentage the TETCC of the average enterprise in each country is higher or lower 
compared to the TETCC of the average enterprise in Ireland, which serves as a good 
baseline for comparison, as this country was ranked among the top three countries in 
TETCC to turnover and IETCC to turnover ratios. 
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Figure 38: Relative country differences in the TETCC  

Non-significant values indicated by grey bars. Base category: Ireland. 
Source: KPMG (2018).  

Controlling for the relevant enterprise characteristics, sectors and countries, compared 
to Ireland, TETCC are lower in Estonia, FYROM, Slovenia and Romania. On the other 
hand, compared to Ireland, TETCC are much higher in Sweden, Belgium, Germany and 
Austria. 

5.3.2 TETCC to turnover 

Even after controlling for differences in the characteristics of enterprises in the 
20 countries significant differences remain in the relative compliance burden. Figure 
39 below presents the estimated impact of the country characteristics variable. It 
shows to what percentage point the TETCC to turnover ratio of an average enterprise 
in each country is higher or lower compared to the ratio of an average enterprise in 
Ireland. Enterprises in the Netherlands, Slovenia, Luxembourg, Greece and Estonia do 
not seem to bear higher TETCC as compared to Ireland due to the characteristics of 
the national tax systems. 

Figure 39: Relative country differences in the TETCC to turnover ratio (R1) 

 

Non-significant values indicated by grey bars. Base category: Ireland.  
Source: KPMG (2018).  

Enterprises in Poland and Germany bear a relative burden of TETCC two to three 
percentage points higher compared to enterprises operating in Ireland. On the one 
hand, the different characteristics of the national tax systems are likely to explain 
these country differences. On the other hand, the regulatory environment in general is 
different in the countries (e.g. the use of e-solutions, bureaucracy) which can also lead 
to differences in the relative burden. Both of these factors are assumed to be present 
in the estimates and the two factors cannot be separated. 
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As we have mentioned several times throughout the Study, micro-sized enterprises 
are disproportionally burdened by tax compliance obligations. This finding still holds if 
we control for other enterprise characteristics and implies that high TETCC could act as 
a barrier to entrepreneurs considering entering a market. It follows that it is important 
from the policymakers’ perspective to understand the extent to which new enterprises 
feel burdened by compliance with tax obligations and whether that impacts their 
decision-making. 

To assess this we re-estimated the country level models regarding the TETCC to 
turnover ratio with two changes. First, we made electronic filing the baseline, as new 
enterprises are, arguably, more likely to use this and because, in most countries, 
more enterprises use electronic filing than those who do not. Secondly, we removed 
the sector dummies from the model specifications. Removing these is not expected to 
lead to significant bias in the parameter estimates as the sector dummies were, 
generally not statistically significant nor large in their impact. Further, they are not 
expected to be in high correlation with the other explanatory variables. In these 
country level estimations the constant can be interpreted as the TETCC to turnover 
ratio for a stand-alone micro-sized enterprise which was established after 2008, does 
not outsource its tax obligations and files its tax returns electronically. 

Figure 40 below presents the estimated TETCC to turnover for a new enterprise and 
the estimated ratio for the average enterprise.  

Figure 40: TETCC to turnover ratio (R1) of new enterprises compared to the 
average enterprise 

 

Source: KPMG (2018). 

The analysis indicates that our expectation appears to be valid: the data shows that 
new enterprises appear to be more burdened by enterprise tax compliance obligations 
than the average enterprise. In countries where the relative burden for the average 
enterprise is smaller, new enterprises appear to have only a slightly higher relative 
burden than the average. However, in countries where the relative burden for the 
average enterprise is high, new enterprises appear to bear a much larger burden 
compared to the average enterprise. 

In order to assess the robustness of the results regarding new enterprises we 
estimated the TETCC to turnover ratio of new enterprises at the European level with 
country dummies as well. In this model the sum of the country parameters and the 
constant can be interpreted in the same way as the constant in the country level 
models. The estimated relative burden for new enterprises is very similar to what is 
shown above. 
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5.3.3 IETCC to turnover 

As shown by the estimated parameters for the country categorical variables, even 
after controlling for differences in the characteristics of enterprises in the 20 countries 
significant differences remain in the relative compliance burden of indirect taxation. 
Enterprises in Estonia, Italy, Luxembourg, Slovenia and Spain do not seem to bear 
higher IETCC due to the characteristics of the national tax systems compared to 
enterprises operating in Ireland. Figure 41 below presents the estimated impact of the 
country characteristics variable. 

Figure 41: Country differences in the IETCC to turnover ratio (R2) 

 

Non-significant values indicated by the grey bars. Base category: Ireland. 
Source: KPMG (2018). 

Enterprises in Poland, Germany and Finland bear a relative burden of IETCC that is 
0.76 to 0.89 percentage points higher when compared to enterprises operating in 
Ireland. On one hand, the different characteristics of the national tax systems are 
likely to explain these country differences. On the other hand, the regulatory 
environment, in general, is different in the countries (e.g. the use of e-solutions, 
bureaucracy). Both of these factors are present in the estimates and the two factors 
cannot be separated. 
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6 CONCLUSIONS OF THE QUANTITATIVE ANALYSIS 

I. The average enterprise incurs an annual absolute cost of EUR 6 971 in meeting 
its tax compliance obligations amounting to 2.5% of its turnover. While LSEs 
incur a higher absolute cost in meeting compliance obligations than smaller 
enterprises, the relative burden of tax compliance is disproportionally higher for 
SMEs than for LSEs. On the other hand sectoral differences are negligible in the 
relative burden of compliance. 

In absolute terms, estimated average TETCC increases with the size of the enterprise. 
However, this does not provide a complete picture of the burden of tax compliance 
because LSEs, of course, have on average a larger operational footprint and therefore 
a greater number of IOs to meet. Notwithstanding this, the analysis shows that costs 
incurred by SMEs on tax compliance obligations represent a higher proportion (by 
0.7-1.9 % depending on size category) of their turnover compared to LSEs. In relative 
terms, SMEs are also more burdened by VAT-compliance. 

The higher relative tax compliance costs can be explained by smaller enterprises 
having fewer economies of scale and by the fact that the nature of most tax 
compliance obligations means that there is, at least partially, a fixed element that 
needs to be met by all taxpayers. This fixed element will impose a disproportionately 
higher burden on a smaller enterprise. The disproportionally higher burden may 
negatively impact the SMEs ability to grow due to the resources consumed by tax 
compliance obligations. 

II. Data collection is generally the most burdensome activity induced by tax 
compliance (information) obligations for both CIT and VAT. 

Data collection represents the most burdensome activity generated by tax compliance 
(information) obligations. For CIT the average compliance costs (by size of enterprise) 
for data collection vary between 37% and 50%, while for VAT it varies from 44% to 
70% of the total. That data collection is the most burdensome activity. This is 
especially true for smaller enterprises. 

III. Controlling for relevant enterprise characteristics in a regression context, 
enterprises with cross-border activities face TETCC about 67% higher compared 
to enterprises active only in their home country. The TETCC to turnover and 
IETCC to turnover ratios, however, are lower for enterprises engaged in cross-
border trade. 

At first glance our finding on the relative burden may seem surprising. However, this 
can be partially explained as enterprises with cross-border activities have substantially 
higher turnover than enterprises active only in their domestic markets in each size 
category. The TETCC to turnover and IETCC to turnover ratios decrease with an 
increase in turnover which explains why the TETCC to turnover for enterprises 
engaged in cross-border trade is 0.86 percentage points lower than enterprises 
engaged only in their domestic markets. Similarly this turnover effect could also 
explain that enterprises with cross-border activities face TETCC about 67% higher 
compared to enterprises active only in their home country, as TETCC would typically 
increase with turnover. 

Presumably the motivation to go cross-border is a multi-dimensional decision with the 
tax compliance burden playing a minor role. However it is likely that enterprises 
engaging in cross-border trade have more efficient processes to deal with tax 
compliance activities, whether because that was an advantage in starting to trade 
internationally in the first place or because the extra scale brought about by 
international trading allowed economies of scale in relation to the management of tax 
compliance to develop. To test this hypothesis, further specific data would be required 
on the characteristics of the enterprises (such as measures of efficiency and 
qualitative data on why they decided to and how long they have been trading 
internationally), which is not available in this Study. 
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IV.  Electronic filing is the predominant way of filing CIT and VAT tax returns in most 
of the countries covered by this Study. 

93% of enterprises in the 20 countries in this Study file at least CIT or VAT tax returns 
electronically and 75% file both CIT and VAT tax returns electronically. There is a 
large variation across countries: in Romania 60% of enterprises still reported to be 
using paper-based filing while in Slovenia 99% of enterprises file both VAT and CIT 
returns electronically. Enterprise size also plays a role: the larger the enterprise, the 
more likely it is that it files electronic tax returns. While electronic filing may be 
convenient for the enterprise, the data does not show that this leads to a significantly 
lower relative compliance burden. 

V. Smaller enterprises outsource tax compliance more often. There are large 
differences across countries in the proportion of tax compliance obligations 
outsourced. 

Outsourcing tax compliance obligations is a convenient way for enterprises to handle 
tax compliance obligations. About 80% of micro- and small-sized enterprises 
outsource partially or fully their tax compliance obligations while the equivalent figure 
is only about 70% for medium-sized enterprises and LSEs. There are large differences 
across the countries in the proportion of tax compliance obligations outsourced: in 
France, for instance, 97% of enterprises outsource at least some tax compliance 
obligations. Enterprises in countries with a low relative tax compliance burden, such as 
Estonia, Ireland and Luxembourg, tend to outsource less of their tax compliance 
obligations. In addition, enterprises with higher TETCC are more likely to outsource 
compliance obligations. One potential explanation for this could be that enterprises 
with more significant and complex compliance obligations find it more cost efficient to 
handle these obligations externally.62 However, it is possible that the cost of 
outsourcing increases the absolute tax compliance burden. 

VI.  A comparison of our results to the outcomes of the European Tax Survey of 
2004 suggests that little progress in reducing the tax compliance burden for 
SMEs was made between 2004 and 2014. 

The European Tax Survey63 found that, in the 14 countries covered by that Study, the 
average SME spent 2.6% of its turnover on compliance with tax obligations in 2004. In 
the same twelve countries covered by this Study, on average, SMEs spent 2.4% of 
their turnover on tax compliance obligations in 2014. 

VII. There are large differences between the countries in terms of the burden of tax 
compliance relative to turnover faced by enterprises. 

Enterprises in Ireland, Estonia and Luxembourg face a significantly smaller relative tax 
compliance burden than enterprises in other countries. On the other hand, enterprises 
in Czechia, Poland and Germany face a higher relative tax compliance burden. 
Depending on the country, the estimated average TETCC to turnover ratio varies 
between 0.7% and 3.8%, while the estimated average IETCC to turnover ratio varies 
between 0.03% and 1.07% depending on country. This variation can most likely be 
explained by differences in the regulatory environment and tax policies across 
countries. 

                                                   
62  See Figure 5. 
63  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union. Retrieved from 
https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf, 15 November 
2018. 

https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf
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VIII. The relative burden of tax compliance is higher for new enterprises than for the 
average enterprise. 

Promoting entrepreneurship is an important European objective. Entering a market 
requires a considerable investment, including the need to meet tax compliance 
obligations. We found that, on average, a new enterprise spends 0.8 percentage 
points more of its turnover in fulfilling its tax compliance obligations than the average 
enterprise. 

IX. The irritation cost does not seem to be related to the measured compliance 
costs 

The irritation cost for CIT and VAT varies greatly across countries. While in some 
countries the very low (or very high) TETCC seem to influence irritation costs, for 
other countries there seems to be no clear relationship between irritation costs and 
TETCC. The countries with the highest discrepancy between CIT and VAT irritation 
costs are Czechia, Poland and Estonia. FYROM, the UK and Sweden were amongst the 
countries with the lowest irritation costs for both CIT and VAT, which would make 
further assessments regarding the tax compliance systems interesting. 

X. Wage related taxes and contributions are rated among the most burdensome 
taxes (other than VAT and CIT) 

Wage related taxes and contributions are rated among the most burdensome taxes 
(other than VAT and CIT), followed by property and real estate taxes (both by the 
number of enterprises considering these as burdensome and by the sum of TETCC). 
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7 QUALITATIVE ANALYSIS 

7.1 Methodology 
The qualitative analysis of this Study builds on the results and observations obtained 
from the quantitative analysis. It further interprets and analyses these results based 
on the insights gained from the survey and from key tax experts from the 20 countries 
of the Study. The qualitative analysis has the function of drawing conclusions and to 
finalise the Study by providing recommendations on how to reduce the administrative 
cost of tax compliance and how to mitigate possible distortions and disadvantages for 
EU/EEA based SMEs attributable to tax compliance. The qualitative analysis was 
performed in five steps outlined below. 

7.1.1 Step 1: Interpretation of the quantitative analysis  

The qualitative analysis started by interpreting the results of the quantitative analysis 
and by relating them to the specificities of national tax systems. Particularly high or 
low compliance costs for certain taxes and variations by country, enterprise size and 
sector were analysed by reference to the different local legislative requirements, the 
complexity of local law and the procedures and processes in place.  

The country level findings of the quantitative analysis were summarised and linked to 
possible explanations with regard to the features of the local tax system.64 For each 
country, a list of general and specific questions with respect to CIT, VAT and other 
taxes, such as wage-related and real estate taxes, was prepared in order to be 
analysed by KPMG tax professionals from the respective countries. The answers to 
these questions facilitated review workshops held in July and August 2017 (see step 3 
below) and enabled us to better understand the tax regulations and processes for CIT, 
VAT and other taxes in the relevant countries, to compare tax systems and to identify 
potential good practices.  

In addition, existing literature and databases covering this subject were examined to 
complement the analysis.65  

7.1.2 Step 2: Analysis of ranking and open questions 

The qualitative analysis subsequently focused on evaluating the ranking questions as 
well as the open questions on difficulties raised by tax compliance requirements and 
the open questions on suggestions for improvement included in the survey. The 
answers to questions Q8, Q14, Q19, Q20 and Q21 of the survey were therefore 
analysed and linked to the findings of the quantitative analysis and the analysis 
performed under step 1. The analysis of the ranking and open questions enabled 
further interpretation and explanation of the results of the quantitative analysis and 
provided a further basis for the formulation of recommendations. 

Responses to the following ranking questions of the survey were analysed:  

Q8: Apart from VAT and Corporate Income Tax, considering the time spent and cost 
that either you or your outsourcing agent experience, which are the three most 
burdensome taxes your enterprise has to deal with in your home country? (Ranking: 
most burdensome first) 

                                                   
64  For the country overviews of the quantitative findings, see Annex III and Annex VI. 
65  Schellekens, Marnix. (2014). Global Corporate Tax Handbook 2014. Amsterdam: IBFD Publications BV 

and IBFD. Tax Portal – International Tax Research, News and Events. Retrieved from 
https://www.ibfd.org/IBFD-Tax-Portal, 15 November 2018. 

https://www.ibfd.org/IBFD-Tax-Portal
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Q14: Which of the following issues do you attribute administrative burden to? Please 
classify them from zero to three. (0 = not burdensome, 3 = very burdensome) 

• complexity of tax laws 
• management of tax compliance processes 
• tax accounting and documentation requirements 
• frequency of tax filings 

Q20a: In comparison to 2010, would you say that tax compliance in general is 
becoming 

• much less burdensome 
• slightly less burdensome 
• unchanged 
• slightly more burdensome 
• much more burdensome 
• do not know 
• not applicable 

The results of questions Q14 and Q20a are presented in Annex III. 

We analysed the following open questions:  

Q19b: Please specify which taxes [and related regulations/formalities have affected 
the business model of your cross-border activities (from Q19a)]  

Q19c: Please detail whether this impact was positive or negative, including details on 
the type of impact and the extent to which there was an impact.  

Q20b: Can you please explain why [tax compliance is becoming more or less 
burdensome]? Are there any specific taxes that stand out? 

Q21: In regards to VAT, Corporate Income Tax and the three most burdensome taxes 
you listed previously, please name your top three recommendations for easing tax 
compliance burden of your enterprise including any related compliance activities that 
you consider unnecessary in completing an accurate tax filing (and why). 

In order to fully understand all the answers to the open questions of the survey, the 
tax professionals of the KPMG review network were asked to translate the answers to 
the open questions for that particular country into English. The most frequent answers 
were picked up in order to be discussed and evaluated in the review workshops. A by 
country summary of the recommendations provided by the respondents to the survey 
in reply to question 21 can be found in Table 36 in Annex III. For a complete version 
of the survey questionnaire used for the Study please refer to Annex I. 

7.1.3 Step 3: Review workshops  

KPMG’s tax practice has a world-wide network of dedicated professionals experienced 
in navigating the ever changing and challenging business and tax regulatory 
environment in providing compliance services. They are ideally placed to relate the 
findings of the quantitative analysis to country or industry-specific regulations since 
they advise private sector clients on tax related matters in the countries of the Study 
at hand. 

The organisation of dedicated workshops attended by KPMG tax professionals from the 
20 countries of the Study allowed us to gain further insights and refine the qualitative 
analysis undertaken in the steps 1 and 2 above and to identify recommendations. The 
workshops helped us to compare tax systems and identify good practices. The 
knowledge gathered allowed us to understand the impact of certain tax regulations on 
the decision-making and economic activity of enterprises. 
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Our analysis also sought to assess potential differences in TETCC between (EU) 
Member States and non-(EU) Member States on the one hand and between (EU) 
Member States that recently joined the EU and Member States that joined the EU in 
an early stage on the other hand. Findings from the survey outlined in Annex III 
served as a basis of discussion.  

Instead of organising one workshop attended by tax experts from the 20 countries of 
the Study, it was decided to hold several workshops in smaller groups. Smaller groups 
allowed for more efficient communication and interaction and enabled better 
identification of good practices and areas for improvement. In total four workshops 
were organised. 

The workshops were held in July and August 2017 and countries participating in a 
workshop were selected so that each workshop represented a good mix of countries 
with different features and with high and low TETCC. The four workshops were 
scheduled as follows: 

• 4 July 2017: Ireland, Italy, Romania and Netherlands 
• 12 July 2017: Austria, Czechia, Estonia, Luxembourg and Poland 
• 26 July 2017: Greece, FYROM, Slovakia and the UK 
• 4 August 2017: Finland, Slovenia, Belgium and Spain. 

As the tax specialists from Germany, France and Sweden could not participate in the 
workshops on the proposed dates, a separate call was organised for each of these 
countries respectively on 18 July, 7 August and 14 August. 

For each country, additional questions were prepared in order to further fine-tune the 
answers provided on the general and specific questions that were asked to the tax 
experts under step 1 and in order to challenge the countries present in the workshop 
with the aim of identifying differences in tax systems and confirming good practices.  

The outcome of the qualitative analysis performed under steps 1 to 3 has been 
summarised by country in Section 7.2 of the Study at hand. 

7.1.4 Step 4: Targeted interviews  

Targeted interviews with key experts in international organisations were conducted to 
discuss, assess and triangulate emerging insights gained from the quantitative 
analysis and the review workshops. The interviews were also intended to further 
validate the conclusions and test the preliminary recommendations reached during the 
previous steps of the qualitative analysis.  

The international organisations were carefully selected on the basis of different criteria 
considering the outcome of the quantitative and qualitative analysis including, 
amongst others, the countries they are active in, the sectors that they represent and 
their focus on micro- and small-sized enterprises.  

For each organisation information was gathered relating to: 

• sectors covered by the association;  
• number of businesses represented by the association, if applicable;  
• number of countries covered by the association; 
• the association’s involvement with SMEs, e.g. through a particular focus on SMEs 

or a special department dedicated to SMEs; and 
• the relevance of publications by the association related to taxes and/or AB for 

SMEs.  
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Based on our assessment, the international organisations presented in Table 11 below 
cover all six industry sectors of this Study and agreed to an interview (a full list is 
provided by Table 12 in Annex II): 

Table 11: Interviewee organisations 

Interviewee Industry sectors 
covered* 

Number of 
businesses 
represented 

EU Member States 
represented/ 

active in 

EuroCommerce  G ~ 5.4 million 26 

BusinessEurope  F, C, G, I, D, M n/a 27 

Taxpayers 
Association of Europe 
(TAE)  

M n/a 24 

Source: KPMG (2018) * C: Manufacturing; F: Construction; G: Wholesale and retail trade, repair of motor 
vehicles and motorcycles; I: Accommodation and food service activities; D: Electricity, gas, steam and air 
conditioning supply and M: Professional, scientific and technical activities. 

The international organisations that were contacted were informed in advance of the 
objectives and issues addressed by the interview in order to ensure an informed 
discussion on the impact of TETCC on the economic activity of SMEs. Some sector-
specific organisations informed us that they did not have sufficient knowledge of the 
tax issues of their represented members to accept an interview. In some limited 
instances a lack of resources was cited as a reason for not participating in the 
interviews. 

A number of pan-European organisations indicated internal procedural concerns about 
nominating an interview participant without first co-ordinating any responses with 
their membership, adding that this could be a time-consuming process. Some of these 
organisations had, however, already published their views on tax compliance issues. 
Such policy papers or position statements on EU tax issues were accepted as 
representing the positions of these organisations66 and are mentioned in the 
bibliography. 

A full list of associations that were contacted can be found in Annex II. The 
information gathered during the interviews has been integrated in the qualitative 
analysis outlined below. 

7.1.5 Step 5: Final recommendations 

The outcome of the qualitative analysis has led us to final conclusions and 
recommendations for the main taxes addressed in the survey, i.e. CIT, VAT and the 
three other most burdensome taxes as provided by the respondents to the survey. 
The recommendations consist of suggestions for possible actions that may lead to a 
reduction in administrative costs and mitigate possible distortions and disadvantages 
for EU/EEA based SMEs arising from tax compliance burdens. They include separate 
suggestions for improvements for CIT, VAT and wage related taxes and contributions, 
which were identified as the most burdensome taxes 67, and focus on the SME sector. 
Recommendations are made at European level as well as at country level if they are 
benefiting several countries. They are outlined in Sections 7.4 and 7.5 below. 

7.2 Country level findings 
This chapter analyses the characteristics of the tax obligations and the tax 
environment in the respective countries in the light of the quantitative findings 
resulting from the survey outlined in Sections 3–6 of this Study. These country level 
findings are based on the experience of KPMG tax professionals in the respective 

                                                   
66  EuroCommerce, European Small Business Alliance.  
67  See Figure 124. 
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countries and were derived from the responses on the general and specific questions 
raised under step 1 and the input received during the review workshops under step 3 
of the qualitative analysis. The findings were supplemented by the information and 
input received from the external organisations we spoke to. Where relevant and 
possible we have connected findings to the survey, underlying data or other sources. 
If no explicit reference is included, you can assume that the finding is the result of an 
experienced tax opinion. 

The country level findings serve as basis to explain particular high or low TETCC for 
certain taxes and variations by country and enterprise size. They are the link between 
the quantitative analysis which provides the TETCC in amounts or ratios in each 
country by type of tax, enterprise size and sector and the general conclusions which 
identify the main issues impacting these TETCC. For each country the same topics 
were analysed in order to facilitate comparison and interpretation of quantitative 
results. 

With respect to CIT and VAT, we have categorised the country characteristics 
according to the following topics. 

• Tax compliance obligations and processes: this section includes comments on the 
format and filing of the return, the compliance requirements related to pre-
payments, the formalities around refund requests, and other formalities that need 
to be fulfilled in the framework of the tax compliance process. 

• Tax accounting and documentation requirements: for CIT purposes, mainly the 
transfer pricing (TP) documentation requirements have been described. For VAT 
purposes, additional documentation requirements were only included if there were 
any worth mentioning as providing a material compliance burden. 

• Complexity and changes of tax legislation: this section describes the regulatory 
environment of the country and comments on the regularity of changes in tax law, 
the ease of access to explanation and interpretation of tax law and the degree of 
complexity. 

• Special measures for SMEs: this section includes an overview of the available 
special measures on CIT compliance for SMEs and provides the registration 
thresholds or other simplification measures for VAT. 

Each of the above topics was selected because of the direct impact on the AB and the 
compliance costs for CIT and VAT in a specific country. 

We also highlighted some specificities with regard to the other burdensome taxes that 
were frequently mentioned for the country concerned.68  

Furthermore, we have briefly described the registration requirements in the respective 
countries. Analysis has revealed that the registration procedure may play an important 
role in the cost and burden of starting up an enterprise, for example when starting to 
trade across-borders. 

Finally, we provide information with regard to ease of interaction with the tax 
authorities. Are they easily accessible? Do they provide the taxpayers with sufficient 
information? Is the information available in English? Do they make use of an electronic 
portal? It was notable that many recommendations provided by the respondents to 
the survey related to the ease of interaction with the tax authorities.  

Although the survey asked respondents to consider 2014 when answering the 
questions, we have also referred to some more recent measures that might have 
increased or decreased the compliance burden on the types of enterprises covered by 
this Study.  

                                                   
68  See Figure 124. 
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We have closed each country chapter with a conclusion providing observations on 
what might be seen as good practices and areas for improvement in each country in 
terms of the compliance burden imposed on taxpayers. Good practices generally refer 
to initiatives that positively impact (decrease) the compliance burden. Areas for 
improvement are features of the tax system that negatively impact (increase) the 
compliance burden. The analysis has been performed considering the results of the 
quantitative analysis, the answers to the open questions, the features of the tax 
system of the country and the input received from the KPMG tax professionals and the 
international organizations.69  

The identification of what can be seen as good practices and areas for improvement 
helped us to compare tax systems and to find common denominators that could 
explain particular high or low TETCC for certain countries and/or certain types of 
taxes. This exercise assisted us in formulating general conclusions that apply across 
countries and in proposing recommendations that can be implemented either at 
EU level or directly by the countries.70 

7.2.1 Austria 

Key quantitative findings 

TETCC 

Austrian enterprises recorded higher than average TETCC compared to their peers in 
scope of the Study. LSEs bear the largest average TETCC among their peers.71 This is 
mainly due to compliance costs for CIT that are highest for LSEs in Austria.72 As the 
average TETCC for small-sized enterprises is higher than the average of the peers in 
the Study, albeit not for CIT and VAT73, the compliance costs for other taxes will in 
particular have a negative impact on the small-sized enterprises. In this respect the 
payroll related taxes and contributions were most frequently mentioned as 
burdensome taxes.  

When looking at the country ranking based on TETCC (based on SCM calculations), 
Austria has the second highest TETCC.74 Only German enterprises record higher 
TETCC.  

Relative burden of tax compliance 

When looking at the country ranking based on the TETCC to turnover ratio, Austria is 
at the sixth highest, only leaving Sweden, Germany, France, Slovakia and Poland 
behind.75 

Presenting a relatively high percentage in the IETCC to turnover ratio, the relative 
burden of complying with indirect tax obligations is the fourth highest in Austria 
compared to the other countries of the Study.76  

Based on the regression analysis the enterprise size and the dependence structure 
seem to be the variables that impact the compliance burden. 

                                                   
69  Good practices in one country are not always relevant for other countries. The features and specificities 

of a particular tax system of a country could make that a good practice in one country has less impact 
on the compliance burden in another country. This explains why in the following sections existing good 
practices identified in a particular country are not automatically taken over as areas for improvement in 
a country where such a practice does not exist. 

70  We only proposed recommendations at country level if they were benefiting several countries. 
71  See Figure 49. 
72  See Figure 112, Figure 113 and Figure 50. 
73  See Figure 49, Figure 50 and Figure 51. 
74  See Figure 109 . 
75  See Figure 28.  
76  See Figure 29.  
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CIT framework 

Tax compliance obligations and processes 

The Austrian CIT return (“K1 Form”), which is standardised for all enterprises, is based 
on the statutory accounting result in local Generally Accepted Accounting Principles 
(GAAP) that is adapted to produce the CIT base. All items included in the CIT 
calculation are linked to more detailed calculations within the CIT return. The 
mandatory structure under local GAAP is not in itself sufficient, as the Austrian tax 
office requires other specific information such as details of accounts which are to be 
analysed from a tax perspective. Consequently, for the K1 form, the accounts have to 
be split up in more details. The Austrian accounting software is able to produce this 
detail automatically, but if an enterprise does not have the necessary software (which 
is often the case for micro-sized enterprises), detailing the accounts might cause some 
additional work and consequently higher TETCC.  

The K1 form needs to be filed electronically. Only a limited number of returns are not 
required to be filed electronically. One of them is the CIT return form for foreign 
enterprises or foreign branches (“K3 Form”) that still needs to be filed in paper form. 

Furthermore, higher average CIT compliance costs for LSEs might be explained by 
high litigation costs. Currently the possibility of a binding ruling only exists for certain 
areas of tax law (e.g. TP). Potentially LSEs are more involved in disputes/appeals that 
increase the complexity of CIT returns. Should there be some issues during a tax audit 
and the enterprise goes to court and appeals, it takes a long time before an appeal is 
finally dealt with. This might cause additional work since the enterprise needs to 
reflect this issue in all its subsequent Austrian CIT returns.  

Apart from the above-mentioned formalities that may have had an impact on the 
rather high average compliance costs, one should also highlight a good practice in 
Austria, which relates to the quarterly pre-payments the Austrian enterprises need to 
make. The Austrian tax office automatically announces the quarterly CIT pre-
payments approximately two or three weeks before the payment date. As a result, 
Austrian enterprises will be more unlikely to miss the payment deadline.  

Finally, Austria has the second highest proportion of enterprises that outsource their 
tax obligations.77 LSEs in particular have a rather high outsourcing percentage (88%) 
compared to the average of their peers in the Study (only 61%). This might also be 
the reason why Austrian LSEs recorded a higher average CIT compliance costs.  

Tax accounting and documentation requirements 

Only 45% of the respondents to the survey consider the tax accounting and 
documentation requirements as very burdensome or burdensome. 25% of these 
respondents find these requirements not burdensome, which is a high percentage.78 

In Austria, the obligation to have TP documentation in place already existed in 2014. 
Formally, this is only addressed to LSEs (with more than EUR 50 million turnover). 
Nevertheless, the aforementioned law is generally seen as a guideline for each and 
every enterprise. Austrian enterprises do not need to file the TP documentation 
systematically, but tax authorities may ask for it 30 days after filing the K1 form. 
Especially for LSEs, the TP documentation should be prepared in advance of a tax 
audit, increasing their compliance costs. 

As of 1 January 2016 new regulations on TP documentation entered into force, based 
on the three-tiered approach of Action 13 of the Action Plan on Base Erosion and Profit 
Shifting (BEPS) by the Organisation of Economic Cooperation and Development 
(OECD): master file and local file (for Austrian enterprises with a turnover of more 

                                                   
77  See Figure 5. 
78  See Figure 45. 
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than EUR 50 million in the two preceding fiscal years) and a Country-by-country Study 
(for multinational enterprises operating in Austria with consolidated annual group 
revenues of at least EUR 750 million in the preceding fiscal year), increasing CIT 
compliance costs for LSEs even more. 

Note that certain respondents to the survey also explicitly mentioned the 
documentation requirements for withholding taxes on movable income as being 
burdensome.  

Complexity and changes of tax legislation 

More than 40% of the respondents in Austria consider the complexity of tax laws as 
very burdensome.79 Indeed, respondents frequently answered that Austrian tax law 
has become increasingly complicated.80 Austria appears to have a lot of changes in 
CIT legislation before and after 2014 (the year on which a survey has been conducted) 
which certainly have an impact on the complexity of tax legislation.  

Special measures on tax compliance for SMEs 

Austria has introduced an investment growth premium for SMEs for which these 
enterprises need to file an application. For the last seven years, the forms for filing 
this application are becoming more and more detailed. As a result, the compliance 
burden for SMEs has increased.  

VAT framework 

Tax compliance obligations and processes 

In Austria, the VAT return consists of three pages and has to be filed on a monthly or 
quarterly basis depending on the turnover of the enterprise.81 In addition, once a 
year, an annual VAT return has to be filed by all the taxable persons, notwithstanding 
the periodicity of the VAT return filings or other conditions such as thresholds. 
Depending on thresholds and certain activities, other VAT compliance documents, such 
as EC Sales Listings and Intrastat returns might have to be filed as well. 

The complexity of the Austrian VAT return is considered as average in comparison with 
other European countries covered by this Study. Nevertheless, Austria has by far the 
highest proportionate cost for the data collection needed for the information required 
to prepare a VAT return.82 This might be explained by the difficulty for enterprises to 
assess the VAT treatment of transactions. Also the number of VAT rates has been 
mentioned by the respondents to the survey as a feature contributing to the AB 
related to VAT in Austria. Assistance from tax advisors with the assessment of the VAT 
treatment is therefore often required during the preparation of the invoices and the 
underlying reporting accounts. This obviously increases compliance costs. 

Tax accounting and documentation requirements 

In Austria, there is no requirement to submit VAT ledgers or other accounting 
information in a standardised format. It should only be submitted on-demand by the 
tax authorities. 

Complexity and changes of tax legislation 

As mentioned, the assessment of the VAT treatment of transactions is deemed as 
burdensome and quite difficult. The complexity of the tax law, and thus the application 
thereof, de facto obliges enterprises to use tax advisors. Although guidelines are 
published in English, they only contain basic information and are insufficient for 
enterprises to correctly assess the VAT treatment of their transactions.  

                                                   
79  See Figure 43. 
80  See Figure 47. 
81  The threshold being an annual turnover exceeding EUR 100,000. 
82  See Figure 19. 
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Simplification measures and exemption thresholds 

The Austrian Tax law foresees certain threshold exemptions and simplification 
measures to relieve the AB of VAT compliance. Austrian enterprises which do not 
exceed the threshold of EUR 30 000 turnover on a yearly basis are exempt from VAT 
compliance obligations. Foreign enterprises cannot benefit from this threshold. Note, 
however, that the ratio of this measure is not reflected in the survey results. Austria 
ranks the second highest for VAT compliance costs of micro-sized enterprises. This 
seems to indicate that for most micro-sized enterprises the threshold is too low 
although for smaller enterprises supplying B2B, the possibility to deduct input VAT 
may outweigh other inconveniences. When an SME does not, or cannot, avail of the 
threshold exemption access to other simplification measures becomes more 
significant. 

Foreign enterprises which only perform distance sales to customers in Austria can 
benefit from simplification measures if they do not exceed a threshold of EUR 35 000 
in yearly turnover in Austria.  

Other taxes 

The wage related taxes and contributions were considered by a large majority as the 
most burdensome taxes in Austria, next to VAT and CIT. This reflects most of the 
other countries. A less significant number of enterprises also indicated the local and 
regional taxes and the vehicle taxes to be most burdensome.83 

In Austria, the wage related taxes are typically outsourced to payroll accountants or 
handled by a specific team in-house. Payroll compliance is based on a very complex 
labour and tax law as well as further social security and municipal taxes regulations. 
All rules together have to be considered which explains the complexity and 
consequently the high  related tax compliance costs. 

At a sectoral level, the wholesale and retail, the construction and the manufacturing 
sector experienced much higher average TETCC than enterprises from other sectors.84 
These differences came from a somewhat higher burden for the treatment of other 
taxes. There are several special taxes in the field of construction services which might 
be the reason for higher average TETCC. With regard to the retail sector, there might 
have been an increased compliance burden due to the fact that a mandatory cash 
register system has to be used based on recent introduced regulations (the “cash 
register directive”85).  

Tax registration requirements 

Once an Austrian enterprise is registered at the local court, the Austrian commercial 
register automatically informs tax authorities of the registration of new enterprises. 
The enterprise will, in return, be requested to electronically file for tax registration. 
The VAT number is usually issued simultaneously with the tax identification number. 

Interaction with tax authorities 

Although the tax compliance obligations and the complexity of the tax law may have 
an adverse impact on the average TETCC of Austrian enterprises, we also would like to 
highlight a good practice in Austria which facilitates the interaction with tax 
authorities: the online Finanz Platform. In 2002, Austrian tax authorities opened the 
tax IT system in which a taxpayer can offset taxes due with a VAT credit without a 
formal request, consult all assessment notes and returns filed during the last ten years 
and verify on a day-by-day basis which payments were made. Consequently, the 

                                                   
83  See Figure 124. 
84  See Table 40. 
85  Decree of the Federal Ministry of Finance dated 04/08/2016, BMF-010102/0029-IV/2/2016 on the 

individual recording, cash register and receipt issuing obligation.  
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management of the tax credit position becomes easier and the tax office works faster. 
This platform is an excellent example of tax authorities becoming more transparent.  

With respect to the language of available information, we note that in the field of CIT 
compliance requirements, currently no specific information is available in English on 
the website of the Austrian Ministry of Finance. Furthermore, no official translation of 
the CIT return (“K1 Form”) is available, which makes it rather difficult for foreign 
enterprises to file it without the help of a tax advisor.  

Basic information concerning the Austrian VAT compliance is published in English on 
the website of the Austrian Ministry of Finance. The available information, however, is 
not sufficient for taxable persons to file VAT returns or other documents (EC Sales 
Listing, etc.) on their own.  

Conclusions 

Good practices 

Based on the above, two good practices were identified in Austria: 

• The pre-payments proposed by the tax authorities, based on the tax liability of the 
previous year, avoid that taxpayers need to make complicated calculations 
themselves. 

• The Finanz platform provides an overview of filings and payments of the last 
ten years, also enabling that taxpayers can offset taxes due with e.g. a VAT credit 
without a formal request. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• The extension of the areas for which binding tax rulings can be asked would 
increase legal certainty from the point of view of the taxpayer and reduce the 
number of litigations and loss of time and money from the taxpayer in this respect. 

• The reduction of the number of VAT rates and making the assessment of the VAT 
treatment of transactions easier would reduce the need to involve tax advisers, 
implying a reduction of cost. 

• A simplification of the labour and tax law and the regulations with respect to social 
security and municipal taxes would reduce the high compliance burden associated 
with wage related taxes and contributions. 

7.2.2 Belgium 

Key quantitative findings 

TETCC 

Except for medium-sized enterprises, Belgian enterprises recorded slightly higher 
average  TETCC than their peers in scope of the Study.86 With regard to the CIT, 
especially Belgian micro-sized enterprises and to a lesser extent medium-sized 
enterprises and LSEs recorded higher average CIT compliance costs than their peers 
covered in the Study, while small-sized enterprises tend to bear slightly lower costs.87 
The VAT compliance costs were, however, less burdensome for LSEs and medium-
sized enterprises, while for micro-sized enterprises it was again largely exceeding the 
average of the peers in the Study.88 

When looking at the country ranking based on TETCC (calculated by the SCM), 
Belgium has, however, the fourth highest TETCC of all countries included in the 

                                                   
86  See Figure 52 
87  See Figure 53. 
88  See Figure 54. 
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survey.89 After controlling for differences in characteristics of enterprises, the   TETCC 
remain much higher in Belgium than in other countries. The enterprise size, the sector 
and the dependence structure seem to be variables that impact the TETCC. Also the 
very high labour costs contribute to the high TETCC. 

Relative burden of tax compliance 

When looking at the country ranking based on the relative compliance burden 
(Ratio 1 – TETCC to turnover), Belgium is placed in the middle, with a ratio below the 
average.90  

As regards the relative burden of complying with indirect tax obligations, Belgium is 
ranking at the higher end with a IETCC to turnover ratio above average.91 

CIT framework 

Tax compliance obligations and processes 

The CIT return of Belgian enterprises is based on statutory accounts in Belgian GAAP 
with adjustments made in line with provisions provided for in Belgian tax legislation. 
Belgian enterprises report the fourth highest proportion of costs allocated to the 
preparation of the CIT return (38%, while the overall country average is 28%).92 Also, 
approximately 62% of the respondents in Belgium consider the tax accounting and 
documentation requirements as “very burdensome” or “burdensome”.93 These findings 
might be explained by the amount of work that needs to be put into the calculation of 
non-deductible expenses, and more specifically non-deductible car costs that need to 
be split up according to the respective CO2 emission of the cars. If these costs are not 
correctly reflected in the accounting records, it could require a lot of manual work 
upon preparation of the tax return. The non-deductible expenses were also frequently 
mentioned as the reason why tax compliance is becoming more burdensome.  

Furthermore, Belgian enterprises must make quarterly pre-payments of their 
estimated income tax liability during the financial year in order to avoid a tax increase. 
As the enterprise itself needs to calculate this estimated income tax liability, it will 
increase their CIT compliance burden. 

Tax accounting and documentation requirements 

Belgian enterprises perceive the tax accounting and documentation requirements for 
CIT as very burdensome to burdensome likely due to the detailed computation of the 
non-deductible expenses. 

As regards TP, the Belgian tax legislator as from 2004 enacted certain provisions that 
implement the arm’s length principle in Belgian tax law. In this respect, a “TP 
department” was established in order to audit enterprises that are subject to these 
provisions. In 2013 and 2014, respectively 230 and 270 audits were launched by this 
department. 

The Belgian Programme law of 1 July 2016 introduced TP documentation requirements 
into Belgian law, implementing the three-tiered approach for TP documentation 
consisting of the Country-by-country reporting, the master file, and the local file. This 
formal approach has replaced the more pragmatic approach in which TP 
documentation was not compulsory but strongly advised in order for enterprises to 
avoid in-depth tax audits. Enterprises are only subject to these requirements if certain 
thresholds are exceeded. SMEs are often not affected by these rules. 

                                                   
89  See Figure 109. 
90  See Figure 28. 
91  See Figure 29.  
92  See Figure 19.  
93  See Figure 45. 
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Complexity and changes of tax legislation 

Almost 80% of the Belgian respondents to the survey attribute the AB to the 
complexity of tax laws.94 

Based on the answers of the Belgian respondents to the open questions, it is clear that 
the ever changing tax legislation and the resulting complexity of the legislation cause 
this perception. Indeed over the past years the Belgian tax authorities frequently 
changed the tax legislation with respect to car expenses, the notional interest 
deduction, the investment deduction and capital gains on shares. In 2013, the Belgian 
tax authorities introduced the “Fairness Tax” which applies to enterprises paying 
dividends and making use of tax losses brought forward and certain interest reliefs.  

Also the different tax rules between Flanders and Wallonia, mainly with respect to 
local and real estate taxes have been mentioned as reason for the AB. 

In 2002, Belgium introduced a legal framework for advance decisions on taxation, i.e. 
decisions whereby the Federal Public Service Finance determines, in accordance with 
the provisions in force, how the law will apply to a particular situation or transaction 
that has not yet produced an outcome for tax purposes. This provides legal certainty 
for bona fide taxpayers. 

Special measures on tax compliance for SMEs 

Belgium introduced a wide range of specific measures for small-sized enterprises in 
the field of CIT such as an investment deduction, an investment reserve, liquidation 
reserve, and deduction for additional personnel with the aim of stimulating growth.  

However, these positive measures make the law more complex and may require some 
additional compliance work for Belgian micro- and small-sized enterprises. On the 
other hand, micro- and small-sized enterprises are exempted from the increase for 
insufficient pre-payments during the first three accounting years, from the pro-rata 
calculation of depreciation of assets acquired during the financial year, from the 
Fairness Tax, from the TP documentation requirements. These benefits should lead to 
lower CIT compliance costs for start-ups as the accounting requirements and 
preparation of the CIT return become less complex.  

VAT framework 

Tax compliance obligations and processes 

The difficulty of the Belgian VAT return is considered as average. The collection of the 
data is considered as less burdensome than in the other surveyed countries, whilst a 
higher than average proportionate cost is allocated to the preparation and review of 
the VAT return. These findings could be explained by the fact that problems with 
difficult tax rules, such as limited VAT deductions or the application of the reverse 
charge mechanism, only surface during the preparation and the review of the VAT 
return. 

Enterprises are also required to submit periodically an EC Sales Listing and Intrastat 
return if certain thresholds are exceeded as well as an annual client listing. There is no 
obligation for an annual VAT return in Belgium.  

Note that all the filings and correspondence with the Belgian tax authorities are 
required to be in either French, Dutch or German. Foreign enterprises doing business 
in Belgium may need the assistance of tax advisors as a result of the language 
restriction and this will drive the compliance costs. 

                                                   
94  See Figure 43.  
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Tax accounting and documentation requirements 

In Belgium it is not required to submit VAT ledgers systematically. VAT ledgers have 
to be provided only upon request of the Belgian VAT Authorities. 

Complexity and changes of tax legislation 

In Belgium the tax law is quite complicated. Especially the limited VAT deduction 
rights of certain purchases (e.g. cars, cell phones, etc.) and the assessment of exempt 
services prove to be a difficult exercise in practice for enterprises. The VAT authorities 
try to provide clear guidance in difficult matters, but the assistance of tax advisors is 
in most cases still required. Foreign enterprises will in any case require this assistance 
since the guidelines are published in the national languages. The VAT law does, 
however, not change that often in Belgium.  

Simplification measures and exemption thresholds  

In line with most of the EU countries and as foreseen in the VAT Directive, Belgium 
applies an exemption for micro- and small-sized enterprises that do not exceed a 
certain threshold (based on turnover). The scope of these measures is, however, 
rather limited as certain requirements have to be fulfilled (e.g. certain activities, etc.) 
and only enterprises in Belgium are eligible. Foreign enterprises which (only) perform 
distance sales in Belgium can benefit from simplification measures if they do not 
exceed a threshold of EUR 25 000 of annual turnover.  

More importantly, the Belgian tax authorities published an Administrative Decision 
(2003/4) which exempts foreign enterprises with certain activities from VAT 
compliance obligations.  

Other taxes 

Next to VAT and CIT, taxes most frequently mentioned as burdensome in Belgium 
include wage related taxes and contributions (as in most of surveyed countries), 
property and real estate taxes and local and regional taxes.95 However, the wage 
related taxes and contributions were less frequently mentioned compared to the other 
countries covered by the Study and local and regional taxes were mentioned as being 
burdensome more frequently than average. The increasing differences between 
Flanders and Wallonia and the required formalities for relatively limited taxes are 
probably the reasons why the latter are perceived as burdensome. 

Tax registration requirements 

In order to register an enterprise in Belgium, multiple institutions no longer need to be 
contacted. An enterprise can be registered at an accredited single point of contact that 
will make sure the enterprise is registered for the purpose of all taxes.  

On a Belgian website, enterprises are able to find a summary of all the procedures and 
requirements for enterprises wishing to set up or run a business in Belgium.  

Interaction with tax authorities 

The digitalisation of the tax environment in Belgium has the result that Belgian tax 
authorities are not easily accessible by phone. As from 1 July 2015, the Belgian tax 
offices are organised in function of the size of the enterprise (and not on the basis of 
the address of the registered office). As a result of this major re-shuffle of competent 
tax authorities, it was sometimes not easy to address tax related questions to the 
correct tax service. In the longrun this re-organisation should, however, benefit the 
taxpayers who may receive more tailored assistance. 

Guidelines for the VAT compliance in Belgium are published on the website of the tax 
authorities. However, these guidelines are only published in Dutch, French or to some 

                                                   
95See Figure 124. 
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extent in German. Moreover, the online portal to submit the Belgian VAT return is also 
in Dutch or French. Foreign enterprises will thus be required to use tax advisors. With 
respect to CIT, some (limited) information is available in German language. 

There is no automatic offsetting of taxes payable and receivable. Consequently, an 
enterprise in a credit position will need to try to contact the competent tax authorities.  

Different IT systems and platforms are used for e.g. VAT, CIT, the salary forms and 
more recently for the TP formalities. Information is not centralised and taxpayers often 
have to provide the same information more than once. 

Finally, Belgian tax authorities have set up a website on which rulings, commentaries, 
circular letters, can be consulted. Although this is a praiseworthy initiative, the website 
needs to become more user-friendly.  

Conclusions 

Good practices 

Belgium can be recognised for following good practices: 

• The Belgian one-stop shop (OSS) for the registration of enterprises facilitates a 
single registration for multiple taxes, saving taxpayers a lot of time. 

Areas for improvement 

Belgium reports higher TETCC compared to the other European countries covered by 
the Study. It is possible that the following areas could benefit from measures to 
reduce the compliance burden:  

• The simplification of the computation of disallowed expenses and VAT deductions, 
currently making the preparation of tax returns complex and burdensome. 

• A stable and less complex tax law implying that taxpayers lose less time in getting 
acquainted with new rules and need to outsource less. 

• Proposed pre-payments based on the prior year tax liability which would avoid 
requiring separate quarterly computations based on actual results. 

• The publication of guidelines and availability of tax forms in English so that foreign 
enterprises could more easily comply with the required tax obligations and need to 
outsource less to local advisers. 

• Better performing IT systems and platforms enabling the tax authorities to re-
utilize data that has been submitted elsewhere. 

7.2.3 Czechia 

Key quantitative findings 

TETCC  

Czech enterprises consistently recorded smaller average TETCC than their peers in the 
Study. Especially LSEs have a significantly lower cost of compliance than their peers. 
This is in particular the case for CIT and to a lesser extent for VAT.96  

When looking at the country ranking based on TETCC (calculated through the SCM), 
Czechia ranks in the middle range.97 After controlling for differences in characteristics 
of enterprises, Czechia stays within the same range.98  

                                                   
96  See Figure 55, Figure 56 and Figure 57. 
97  See Figure 109. 
98  See Figure 38. 
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Relative burden of tax compliance 

When looking at the country ranking based on the relative tax compliance burden 
(Ratio 1 – TETCC to turnover), Czechia again ranks in the middle range on 
11th place.99 As regards the relative burden of complying with indirect tax obligations, 
Czechia is ranked 13th out of 20 with a total IETCC to turnover ratio just above 
average.100 

Furthermore, representing the highest TETCC to tax revenue ratio, the cost of tax 
collection is the highest in Czechia compared to the other countries included in the 
survey.101  

CIT framework 

Tax compliance obligations and processes 

The starting point for computing taxable profit is the profit before tax in the Czech 
statutory financial statements. This profit is then subject to adjustments under the 
Income Taxes Act. All legal entities need to file the CIT return annually. The form is 
the same for all enterprises without any distinction between LSEs and SMEs. 

The time limit for filing the return is generally three months, which is rather short. If 
the CIT return is filed by a tax advisor or the taxpayer is subject to a statutory audit, 
the time limit for the submission of the CIT return is six months. 

In Czechia, advance payments are required from all taxpayers whose last known 
annual tax liability was more than Czech Koruna (CZK) 30 000 (EUR 1 089).102 A 
taxpayer whose tax liability in the previous fiscal year exceeded CZK 150 000 (EUR 
5 447) is required to make advance payments on a quarterly basis in an amount of 
one quarter of its previous annual tax liability. If the taxpayer’s previous annual tax 
liability exceeded CZK 30 000 (EUR 1 089), but did not exceed CZK 150 000 (EUR 
5 447), it is required to pay advance tax biannually at 40% of its previous annual tax 
liability. This gradual system of requiring advance payments is considered to be a very 
good initiative as it decreases compliance obligations for SMEs.  

Tax accounting and documentation requirements 

Approximately 63% of the enterprises that responded to the survey perceive the tax 
accounting and documentation requirements in Czechia as very burdensome to 
burdensome.103 The recently introduced submission of a VAT ledger (see below) is 
probably one of the reasons but also the TP requirements may feed this perception. 

Indeed, since 2014, taxpayers must file an appendix to the income tax return 
describing transactions with related parties. This appendix describes transaction types 
and magnitudes for each related party and is used by the Czech tax administration to 
determine primary TP areas of focus. Failure to submit this appendix may result in a 
tax audit focused on transfer prices and a possible penalty. 

This disclosure obligation falls upon Czech taxpayers who meet one of certain 
thresholds (assets greater than approx. EUR 1.5 million, net turnover greater than 
approx. EUR 3 million or headcount greater than 50 employees) and that perform 
transactions with related parties abroad (and will thus complete the overview only 
with respect to these foreign enterprises) or carried out a transaction with a related 
party registered in Czechia in the given taxable period, incur tax losses or are 

                                                   
99  See Figure 28. 
100  See Figure 29. 
101  See Figure 31. 
102  All euro equivalents were calculated using the 2014 average exchange rate. For an overview, please 

refer to Table 39, Annex IV. 
103  See Figure 45.  
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recipients of investment incentives (and will thus complete the overview with respect 
to all related parties).  

As the above-mentioned thresholds are rather low compared to the thresholds that 
are used in this Study, also small-sized and in certain cases even micro-sized 
enterprises as defined in this Study104 might be required to file this appendix 
describing transactions with related enterprises. Consequently, it makes sense that 
micro- and small-sized enterprises have a relatively higher compliance burden than 
LSEs as this formality is the same for all sizes of enterprises. Apart from this 
documentation requirement, the Ministry of Finance has issued guidelines providing 
more detailed information especially on TP documentation, but these are not legally 
binding. 

Complexity and changes of tax legislation 

Almost 50% of the respondents in Czechia consider the complexity of tax laws as very 
burdensome with another 29% perceiving it as burdensome.105 Income tax laws, rules 
and regulations are indeed frequently changed (generally once a year a major reform 
changes the tax law). Czech enterprises seem to still be able to handle the tax matters 
themselves as they do not frequently call upon the assistance of tax advisers. Czechia 
reports the third lowest proportion of enterprises outsourcing tax obligations, which 
may lead to a lower average TETCC.106  

With respect to the interpretation of existing laws, advance rulings may be obtained 
by Czech taxpayers only in certain specific cases, particularly for advance pricing 
agreements, the utilisations of losses when a change of control took place and 
Research and Development (R&D) projects. The rulings are binding and effective for a 
maximum period of three years.  

Special measures on tax compliance for SMEs 

Czech tax authorities do not provide for any significant special regime for SMEs. This 
might explain why the CIT compliance burden for Czech micro- and small-sized 
enterprises in comparison with their peers is higher than for Czech medium-sized 
enterprises and LSEs. However, as previously mentioned simplification exists in the 
field of advance CIT payments. This might have a positive impact on TETCC of SMEs.  

VAT framework 

Tax compliance obligations and processes 

Czechia’s VAT return has about 20 boxes to be filled out. Micro- and small-sized 
enterprises, however, only need to fill out two or three boxes of the VAT return as 
they do not have many or specific transactions. Although micro- and small-sized 
enterprises have a low compliance burden, compliance costs of these enterprises in 
relative terms are recorded as average for micro-sized enterprises and even higher 
than average for small-sized enterprises in comparison with their  peers in the Study.  

With respect to the periodicity of the VAT return, it should be noted that quarterly 
filings are only possible in Czechia on condition that the taxable person is registered 
for a period of two years and a certain threshold for turnover has not been exceeded. 

Next to the VAT return, enterprises also have to submit an EC Sales Listing, a VAT 
ledger and an Intrastat return if the requirements, e.g. certain transactions and 
thresholds, are met.  

                                                   
104  See Table 2. 
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Tax accounting and documentation requirements 

Since 2016, taxable persons in Czechia are obliged to submit a VAT ledger statement. 
This new requirement has been perceived as burdensome by certain respondents to 
the survey. 

Complexity and changes of tax legislation 

The difficulty of the tax law in Czechia is considered as average. However, it should be 
noted that only information on selected topics with respect to VAT compliance is 
published in English by the tax authorities. Tax legislation is not changed often in 
Czechia.  

Simplification measures and exemption thresholds 

In line with the SME scheme in the VAT Directive, Czech enterprises are not obliged to 
register themselves for VAT purposes in Czechia if their turnover does not exceed 
CZK 1 000 000 (EUR 36 316) in twelve consecutive months (there are certain 
exceptions to this rule). Foreign enterprises cannot benefit from this measure and are 
thus from the start required to register for VAT purposes. Although micro- and some 
small-sized enterprises should be exempted from VAT compliance, our findings show 
that these enterprises encounter a relative higher cost for VAT compliance than 
medium-sized enterprises and LSEs. As the ratio of such measures is to relieve micro- 
and small-sized enterprises from high costs resulting from VAT compliance, these 
findings indicate that the current rules are not optimal. 

Foreign enterprises which only perform distance sales in Czechia can benefit from 
simplification measures if they do not exceed a threshold of CZK 1 140 000 (EUR 
41 400) on an annual basis.  

Other taxes 

Next to VAT and CIT, the most burdensome taxes in Czechia are property and real 
estate taxes (most frequently mentioned compared to the other countries), followed 
by vehicle related taxes and wage related taxes and contributions.107 We do not know 
why the property and real estate taxes are considered to be the most burdensome 
taxes next to VAT and CIT. Possibly, this might be explained by the fact that the Czech 
property market developed significantly over the last 15 years.  

Tax registration requirements 

Czech enterprises must register their business activities with the Trade Licensing 
Office and in the Business Registry of the Regional Commercial Court. Within 15 days 
of this enterprise incorporation, the Czech enterprise needs to submit an application at 
the Tax Office for the CIT, withholding tax and the VAT registration. The enterprise 
has to register to payroll tax within eight days since the day when the obligation to 
perform duties as a taxpayer arose. Upon submitting the application for income tax 
registration, the enterprise receives a tax identification number (same number for the 
VAT and the income tax). 

Interaction with tax authorities 

With respect to CIT, Czech tax authorities established a clear and user-friendly 
website for Czech taxpayers (“www.financnisprava.cz”), which is available both in 
Czech and English language. Taxpayers are able to consult instructions for filing the 
CIT return and the VAT return, instructions for registration, an English version of 
several attachments to the returns (for example the above-mentioned summary of 
transactions with related persons), the contact data for the correct tax authority 
(regional based), etc. This useful information certainly has a positive impact on the 
TETCC of Czech subsidiaries or members of foreign groups.  
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With respect to VAT, it should be noted that it is not possible to interact with the VAT 
authorities in Czechia in English. Foreign enterprises not fluent in Czech will therefore 
have to rely on local tax advisors.  

Conclusions 

Good practices 

Based on the above, we believe that the following good practices are worth 
mentioning for Czechia. 

• The “Financnisprava” platform providing taxpayers guidelines and instructions for 
registrations and for preparations of returns and which is available in the Czech 
and English language, implying that domestic and foreign taxpayers need to 
outsource less. 

• The gradual system of requiring advance CIT payments, whereby enterprises with 
a low prior year tax charge are subject to simplified rules, decrease compliance 
obligations for enterprises with lower tax charges (in many cases SMEs). 

Areas for improvement 

Approximately 78% of the respondents to the survey perceive that tax compliance has 
become more burdensome108 due to increased obligations and returns. It is possible 
that the following areas could benefit from measures to reduce the compliance 
burden.  

• The introduction of further simplification measures for CIT for micro- and small-
sized enterprises whereby they would be subject to more simplified tax obligations. 

• Improvement and widening of the SME exemption rules for VAT, including the 
submission of the VAT ledger statement, in order to address the perception of 
higher compliance costs found in the survey.109 

7.2.4 Estonia 

Key quantitative findings 

TETCC  

Considering the country ranking of TETCC, Estonia reports the lowest amount of 
TETCC.110 With regard to both CIT and VAT, all sizes of Estonian enterprises recorded 
a significantly smaller TETCC than their peers.111 This is consistent with the co-
ordinated effort of the Estonian authorities to transform the country into a digital 
society that reduces the burden of typically onerous, integrative processes such as tax 
compliance. The “once only” policy which dictates that no single piece of information 
should be entered twice, is an important component. 

Controlling for enterprise characteristics and sector-specific differences, TETCC remain 
the lowest in Estonia compared to the other European countries covered by the 
Study.112  

Relative burden of tax compliance 

When looking at the ranking using the relative tax compliance burden based on the 
TETCC to turnover ratio, Estonia represents the fourth lowest TETCC, which is still far 
below the country  average.113 
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Furthermore, considering that Estonia has the fourth lowest IETCC to turnover ratio, 
the relative burden of complying with indirect tax obligations is also very small.114  

CIT framework 

Tax compliance obligations and processes 

The low CIT compliance costs for Estonian enterprises can be explained by the cost-
based Estonian CIT system which is considered as one of the most unique and simple 
tax regimes in the world. An Estonian enterprise’s tax liability arises at the moment 
when it makes distributions, not at the moment when the profits are earned. Thus, 
undistributed profits are not subject to income taxation. Only if the profit is distributed 
there will be a tax obligation. Furthermore, there are neither thin capitalisation nor 
loss limitation rules. Also, Estonia has few withholding taxes on movable income. 

Based on survey responses only 17% of the respondents in Estonia perceive the 
frequency of tax filings as very burdensome or burdensome115 although CIT returns 
have to be filed on a monthly basis. We may therefore conclude that a high frequency 
of tax filings does not necessarily result in a high compliance burden. 

As the tax period of enterprises is one month, the CIT shall be returned and paid 
monthly by the 10th day of the following month. In addition the CIT package is fairly 
simple. It includes the declaration for labour taxes (which is the main part) and the 
appendixes. The appendixes are needed for fringe benefits, gifts (incl. donations) and 
representation expenses, for profit distributions (incl. dividends) and for expenses not 
related to business related activities. 

Tax accounting and documentation requirements 

Based on the outcome of the survey, tax accounting and documentation processes are 
not considered as burdensome in Estonia.116 

TP legislation was implemented in Estonia in 2007. As a general rule, all Estonian 
group enterprises and permanent establishments are obliged to have available TP 
documentation that can prove the arm’s-length nature of the intercompany 
transactions. An exemption applies to SMEs (annual sales of less than EUR 50 million, 
balance sheet less than EUR 43 million and number of employees less than 250 – 
assessed together with the associated enterprises) unless they have conducted 
transactions with certain enterprises in low-tax jurisdictions. The TP information needs 
to be included in Appendix 6 of the CIT return (“expenses not related to business”) in 
which the taxpayer (in a few lines) can indicate that the enterprise made transactions 
with related parties that are not at arm’s length and in which the price difference can 
be declared.  

However, the Estonian TP practice is currently not yet very sophisticated as the 
Estonian tax authorities are still building their TP expertise.  

Complexity and changes of tax legislation 

Survey responses show that only approximately 35% of the respondents in Estonia 
consider that tax compliance has become more burdensome.117 Most of the 
respondents consider that tax compliance related AB remains unchanged. As the 
above-mentioned tax system exists already for a long time and tax law is not 
changing often, this survey result seems plausible. As a result of the low complexity of 
tax legislation, Estonia reports the lowest proportion of enterprises outsourcing tax 
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obligations: more than 60% of the Estonian enterprises do not outsource their tax 
obligations118, which also positively impacts TETCC. 

Special measures on tax compliance for SMEs 

Estonian tax authorities do not provide for any significant special regimes for SMEs 
with regard to tax compliance, except for the TP documentation requirements. This is 
probably due to the already simple tax system as well as the “once only” policy that 
dictates that no single piece of information needs to be entered twice. 

VAT framework 

Tax compliance obligations and processes 

The Estonian VAT return is also not complex as only 13 boxes have to be filled out and 
guidelines to fill out the VAT return form are published (in English) on the website of 
the Estonian tax authorities. This is reflected in the quantitative findings. Only 38% of 
the respondents find the Estonian VAT compliance irritating, whilst the average of the 
countries surveyed is 44%.119  

Next to the VAT return, EC Sales Listings and Intrastat returns have to be filed if the 
related conditions are met. 

Tax accounting and documentation requirements 

Taxable persons in Estonia are required to file an appendix to the VAT return in which 
the incoming and outgoing invoices are reflected. The invoices need to be reported if 
the amount stated on the invoice or the total amount of all invoices without VAT is at 
least EUR 1 000 per single transaction partner in the taxation period. There are no 
other specific document requirements. 

Complexity and changes of tax legislation 

The Estonian VAT law is not considered as complex and does not often change. 
Furthermore, it should be noted that a translation of the VAT Act is available in English 
on the website of the Estonian tax authorities. This is a good practice considering that 
this could possibly drive down the cost.  

Simplification measures and exemption thresholds 

In line with the exemption threshold foreseen in the VAT Directive, micro- and small-
sized enterprises are exempt from VAT compliance in Estonia if an annual turnover 
threshold of EUR 16 000 is not exceeded. Note that the threshold will be raised (EUR 
40 000) in 2018 in order to broaden the scope of this simplification measure.  

Foreign enterprises which only perform distance sales in Estonia can benefit from a 
threshold of EUR 35 000 on an annual basis.  

Other taxes 

Almost all Estonian respondents indicated the wage related taxes are the most 
burdensome taxes other than VAT and CIT.120  

Tax registration requirements 

After registering for enterprise law purposes (by way of filing an electronic request to 
the Commercial Register), an Estonian enterprise still needs to register separately as a 
VAT payer at the Estonian Tax and Customs Board and needs to register the 
employees in the employee registry at the Estonian Tax and Customs Board. These 
different steps of registering might have a rather negative influence on TETCC. 
However, as Estonian enterprises record significantly lower TETCC, the impact will be 
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slight. The “once only” policy whereby no single piece of information needs to be 
entered twice would seem to be a contributory factor. 

Interaction with tax authorities 

Since Estonian tax authorities have a good IT-environment, all filings can be done via 
an electronic tax and customs portal, named e-Tax/e-Customs. This enhances an easy 
interaction with tax authorities. Moreover guidelines to complete tax returns are 
available in English. 

Conclusions 

Good practices 

By way of general introduction the Estonian government is committed to digital 
economy also on the level of tax obligations. Estonia reports very low TETCC 
compared to the other countries in the Study. This results from a combination of good 
practices: 

• A stable and simple tax legislation, including a unique cost based CIT system and 
rather limited TP requirements, implying there is less need to outsource work to 
tax advisers. 

• A good IT environment facilitating efficient electronic filings for taxpayers.  
• The availability of guidelines in English making life easier for foreign enterprises 

and reducing the need to outsource to local advisers. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden.  

• For the registration of start-ups, an OSS would facilitate the registration of new 
enterprises avoiding that they need to register multiple times. 

• The increase of the threshold for the VAT detail of incoming and outgoing invoices 
of SMEs as the latter causes additional AB. 

7.2.5 Finland 

Key quantitative findings 

TETCC  

Finnish enterprises consistently recorded smaller average TETCC than their peers 
surveyed for this Study.121 The differences were mainly concentrated in the treatment 
of CIT which is significantly less burdensome for Finnish enterprises (especially for 
medium-sized enterprises and LSEs). The costs to comply with the VAT differs less, 
though compliance costs for VAT are also lower for all sizes of enterprises.122  

When looking at the country ranking based on TETCC (calculated based on the SCM), 
Finland is situated in the middle range.123 After controlling for enterprise 
characteristics, TETCC in Finland are also within the average of the surveyed 
countries.124  

Relative burden of tax compliance 

When looking at the country ranking based on the relative compliance burden 
(Ratio 1 – TETCC to turnover), Finland retains its average position at 10th place.125  

As regards the IETCC to turnover ratio, Finland scores above the average ratio.126 
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CIT framework 

Tax compliance obligations and processes 

In general, all enterprises based in Finland are subject to Finnish CIT which is based 
on the statutory accounting of the business transactions prepared in accordance with 
Finnish GAAP.  

In general, the form of each corporate entity will largely determine its income-tax 
obligations and tax return forms to be filed. Limited liability enterprises are required to 
file a CIT return reporting their revenues, expenses, assets and liabilities within four 
months from the end of the financial year. The audited financial statements, for which 
no specific file format is required, shall be enclosed with the filed tax return. Form 6B 
is the main tax return form for corporate entities. Enclosed with Form 6B, specific 
attachment forms should be prepared and filed depending on the business operations 
and transactions that occurred during the financial year. What is particularly striking 
here is that the content of a CIT return largely depends on the form of corporate 
entity (i.e. a limited liability enterprise, a partnership, a foundation, etc.) and the 
business operations of the enterprises. As a consequence, CIT returns are, to the 
extent possible tailor-made to the nature of an enterprise, which can be considered as 
a good practice.  

Finnish enterprises must make advance payments of their estimated taxes based on 
their taxable income for the preceding two years. If the amount of tax that is expected 
to be paid does not exceed EUR 1 700, only two instalments are required. If not, the 
instalments are due monthly. This gradual approach can be recommended. The 
enterprise will receive advance tax payment notes from the Finnish tax authorities. In 
case changes or recalculation of advance payments of CIT should be made, a specific 
form "Income tax pre-payment application, corporate taxpayer" should be prepared 
and filed. As Finnish enterprises record rather low absolute CIT compliance costs, the 
frequency of this tax obligation does not seem to affect average CIT compliance costs. 

Tax accounting and documentation requirements 

Based on the survey results, Finnish enterprises generally do not find the tax 
accounting and documentation processes particularly burdensome.127  

Finnish TP documentation requirements only came into force in 2007. As from that 
moment, taxpayers are required to disclose on their annual tax return whether they 
have had related party transactions during the tax year in question and whether they 
are obliged to maintain TP documentation. A relief from this TP documentation 
requirement is applicable to SMEs.  

This TP documentation should be submitted to the tax authorities within 60 days from 
a request. As from 2009, taxpayers who have the obligation to maintain the TP 
documentation are also required to file the additional tax return form (Form 78) which 
describes the intragroup cross-border transactions and their respective volumes. 
Taxpayers are required to disclose Form 78 on their annual tax return. During 
November 2016, the Finnish Parliament passed a bill amending the Finnish TP 
reporting requirements by implementing the changes proposed in the OECD BEPS 
Action 13. 
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Complexity and changes of tax legislation 

More than 60% of the respondents in Finland consider the complexity of tax laws as 
very burdensome to burdensome.128 However, as we understand that the Finnish tax 
authorities provide the taxpayers with accessible guidelines, the complexity of tax 
legislation should be manageable. The respondents to the survey, however, proposed 
that the language of these guidelines would be improved by making them more 
understandable for non tax persons. Furthermore, Finland has an average proportion 
of enterprises outsourcing certain tax obligations.129 Therefore, a sufficient amount of 
enterprises considers the implementation of the tax legislation into its tax returns 
feasible.  

Special measures on tax compliance for SMEs 

Finland has not implemented specific regimes for micro-sized enterprises or SMEs for 
CIT compliance purposes. However, some tax incentive programs do exist which 
typically focus on assistance for SMEs on technology. 

VAT framework 

Tax compliance obligations and processes 

The VAT compliance in Finland is generally not considered to be complex. The Finnish 
VAT return only counts 15 boxes and is quite easy to fill out. Considering the clear and 
easy accessible guidelines, the Finnish VAT compliance is rather inexpensive in relation 
to other  countries. The VAT return needs to be submitted electronically and no 
Standard Audit File for Tax (SAF-T) or other standardised format is applied for 
submitting accounting information.  

Based on our findings we can conclude that VAT compliance costs in Finland are rather 
low. Nonetheless, the survey results show that 44% of the respondents find the VAT 
compliance in Finland irritating.130 Therefore it should be noted that, although Finland 
has one of the lowest costs with respect to VAT compliance and the VAT compliance is 
considered as simple, the irritation cost for VAT is similar to the  average of the 
surveyed countries. 

Tax accounting and documentation requirements 

In Finland, no SAF-T or other standardised format is applied for submitting accounting 
information.  

Complexity and changes of tax legislation 

The Finnish VAT regime is rather simple in comparison with other VAT legislations. 
VAT compliance related information is clear and available on the official tax 
authorities’ website. Furthermore, the VAT Act of Finland is translated in English. The 
VAT law is accommodating to the evolving, digitalising economy. For example, some 
practicalities have changed related to e-filing and foreign refund application process. 
Also the rules on supplies of e-services in Business-to-Consumer (B2C) relations have 
changed in keeping with changes at EU level.  

Simplification measures and exemption thresholds 

Registration is not mandatory if the turnover of an enterprise does not exceed EUR 
10 000 on a yearly basis. However, enterprises below this threshold may still opt for 
registration voluntarily – this may be attractive if their focus is B2B.  

Small-sized enterprises can also benefit from a special scheme: if VAT taxable 
turnover for the accounting period (12 months) is less than EUR 30 000, the 
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enterprise may be eligible for relief for the VAT. The full amount of VAT is refunded up 
to a turnover of EUR 10 000 and partial relief is available if the turnover is between 
EUR 10 000-EUR 30 000. 

Foreign enterprises which only perform distance sales in Finland can benefit from 
simplification measures if they do not exceed the special annual EU distance selling 
VAT threshold.  

Other taxes 

The wage related taxes (as in most of the countries), property and real estate taxes 
and excise and custom duties are indicated as the most burdensome Finnish taxes 
other than VAT and CIT.131 However, compared to other countries surveyed they were 
not very frequently mentioned. 

With regard to the wage related taxes, the employer's contributions are to be reported 
on a monthly self-assessed tax return, which might be perceived as burdensome.  

As regards the property and real estate taxes, the real estate taxation decision comes 
with a notification form that needs to be submitted in case of any changes. Transfer 
tax is also to be reported on a separate form, to be filled out by the buyer of a 
security or to be filled out by another beneficiary (including inheritors).  

Excise taxes are declared on a separate tax return. For customs, an Intrastat 
declaration on possible imports and/or dispatches is to be submitted monthly to the 
customs, if the annual threshold is exceeded.  

Tax registration requirements 

Establishing and registering a business in Finland requires that a notification is filed 
with the Trade Register and various Tax Administration registers. This can be done 
easily using a single form called the “Y-form”. Furthermore, it is possible to establish a 
limited liability enterprise online.  

Interaction with tax authorities 

We believe that the low CIT compliance costs might also result from the fact that the 
communication with the tax administration is highly digitalised. Most of the 
announcements and payments can be conducted through a digital communication 
channel. For example, there is a new electronic service, called MyTax (OmaVero), 
which was introduced in 2017 to replace the old Tax Account (Verotili) electronic 
system. Through this new system, employers and individuals can submit documents 
and information directly to the tax authorities. Furthermore, Finnish enterprises 
appear to publish clear guidelines. 

With regard to the information offered to Finnish or foreign enterprises, we can note 
that the Finnish tax authorities website does contain, quite broadly, CIT compliance 
related information in English (tax return forms, instructions, electronic portal). 
However, some forms might not be available in English yet (only in Finnish and 
Swedish). Furthermore, limited versions are available in Estonian, French, German, 
Polish, Russian and Sami. This broad variety of available languages is not often seen 
in other countries and is recommended.  

VAT compliance related information is available on the official tax authorities’ website 
in English and allows foreign enterprises to get acquainted with the Finnish VAT 
requirements. Further, it should be noted that the Finnish tax authorities are easy 
accessible and, moreover, are highly digitalised. Therefore the interaction with the 
Finnish tax authorities is considered as a good practice. 
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Conclusions 

Good practices 

We believe that the low TETCC results from following good practices:  

• The highly digitalised communication with the tax administration enabling 
taxpayers to efficiently submit documents to tax authorities. 

• Tailor-made CIT returns considering the form and business operations of the 
enterprises. 

• A gradual system of CIT-pre-payments with payments proposed by the tax 
authorities, avoiding that taxpayers need to make calculations themselves. 

• Clear guidelines from the tax authorities and certain returns and instructions being 
available in a broad variety of languages on the Finnish tax authorities’ website, 
implying that  taxpayers loses less time in trying to understand the rules. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• Less frequent changes in tax law and the interpretation of tax laws providing even 
more certainty to taxpayers. 

• An optional communication on paper with the tax authorities in exceptional 
circumstances would make life easier for the SMEs that are less digitalized. 

• Improving the language of the guidelines issued by the tax authorities by making 
them more understandable for non tax persons. 

7.2.6 France 

Key quantitative findings 

TETCC 

Except for micro-sized enterprises, French enterprises record smaller average TETCC 
than their peers and this while the labour costs in France are rather high compared to 
other countries. With regard to CIT, French micro-sized enterprises bear higher CIT 
compliance costs than the average  micro-sized enterprise in the Study.132  

When looking at the country ranking based on TETCC, France is located at the 16th 
spot out of 20, representing the fifth highest  TETCC.133 Controlling for enterprise 
characteristics and sector-specific differences, TETCC in France are higher than in 
most of the other countries.134  

Relative burden of tax compliance 

When looking at the country ranking based on the relative tax compliance burden 
(Ratio 1 – TETCC to turnover), France is again ranked high (18th place).135 However, 
the relative burden of complying with indirect tax obligations is average in France.136  

CIT framework 

Tax compliance obligations and processes 

In France, as in most of the countries, the accounting result is the basis of the 
computation of the taxable result. In order to calculate the CIT taxable result, several 
adjustments are to be made on a specific form of the CIT return (form 2058A). Next 
to the trial balance, also other additional documents and information are needed to 
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prepare the CIT return (such as the annual salary form, payroll ledger, social 
contribution ledger, social contribution form, the tax form for VAT as well as a social 
and tax reconciliation to prepare). The numbers included in these forms need to be 
transferred manually which takes a lot of time. Said forms are used to justify each 
account of the trial balance. Approximately 50% of the information in the French CIT 
return relates to accounting information, which might be partially or fully integrated 
automatically by specific software.  

French enterprises having a positive taxable result are required to make quarterly 
advance payments of CIT. These payments are determined by reference to the taxable 
income of the most recently closed tax year, which is considered to be a more easy 
approach than asking the enterprise itself to estimate their tax liability of the current 
year.  

French enterprises which opted for handling their tax compliance processes internally 
observed lower TETCC than others. This difference is higher in France compared to the 
country average, which indicates that the cost for a French tax advisor is rather high 
(taking into account the high salary cost in France). In addition to this finding, if we 
take into account that France reports the highest proportion of enterprises outsourcing 
their tax obligations (more than 97%)137, it becomes clear why France represents a 
rather high  TETCC with regard to the other countries (16th spot in the country 
ranking).  

Tax accounting and documentation requirements 

More than 80% of the respondents to the survey consider the tax accounting and 
documentation requirements in France as very burdensome to burdensome.138 This is 
likely due to the additional information that is to be provided with the CIT return but 
also the TP requirements, although applicable to larger enterprises, may play a role. 

In France, there are three levels of TP documentation requirements. 

TP documentation: Enterprises established in France that meet a turnover or gross 
assets threshold of EUR 400 million (or that own, or are owned by, directly and 
indirectly, more than a half of a corporate entity’s capital or voting shares that 
exceeds that threshold), are to maintain a contemporaneous TP documentation and 
need to make the documentation available to the French tax authorities at the outset 
of a tax audit or within 30 days of a formal request.  

Form 2257 (as from 2014): French enterprises which have the following 
characteristics: 

• at least a EUR 50 million turnover, or  
• in case its total gross assets amount to at least EUR 50 million, or 
• if more than half of its share capital or voting shares are belonging directly or 

indirectly to a corporate body satisfying the conditions outlined here above or 
• if it holds directly or indirectly more than half of the share capital or voting shares 

of a corporate body satisfying the conditions outlined here above or  
• if it belongs to a tax-consolidated group including at least one enterprise satisfying 

the conditions outlined here above, 

need to file a specific TP form (Form 2257) with the French tax authorities within six 
months following their tax return due date. Form 2257 includes both general 
information on the group of associated enterprises and specific information on the 
French taxpayer (description of the activity and intangibles used, presentation of 
intragroup transactions, and a presentation of the TP method(s)). It is possible to 
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internally generate this form by using a certain software program. This might reduce 
compliance costs.  

• Country-by-country reporting (codified in the French General tax code in December 
2015): Enterprises subject to this requirement are enterprises that create and 
maintain consolidated accounts, belong to a group with a consolidated yearly 
turnover (excluding taxes) in excess of EUR 750 million and have foreign branches 
or hold or control, directly or indirectly, foreign enterprises. 

Complexity and changes of tax legislation 

More than 60% of the respondents in France consider the complexity of tax laws as 
very burdensome. Only less than 10% have indicated that they find tax legislation to 
be “somewhat burdensome” or “not burdensome”.139 This result might be explained by 
the frequent changes in tax law and the high amount of general tax rules and 
exceptions.  

Special measures on tax compliance for SMEs 

Certain enterprises in the micro-sized enterprise category can benefit from a simplified 
CIT return and simplified accounting obligations. Eligible enterprises are those whose 
annual sales are below EUR 82 800, EUR 42 900 or EUR 33 100, depending on the 
activity. These simplified obligations are not easily reconciled with the fact that French 
micro-sized enterprises report a higher than average absolute CIT compliance costs.  

VAT framework 

Tax compliance obligations and processes 

In France the VAT compliance is considered to be slightly more irritating than 
the  country average140 whilst the average compliance costs for VAT are lower than 
average141. As in all Member States, the work related to VAT compliance depends on 
the number and the nature of transactions which have to be reported. Nonetheless, 
the French VAT return is quite extensive which means that a lot of data has to be 
collected. This could explain why respondents find the VAT compliance irritating as 
most of the work is related to the data collection, which cannot be easily outsourced. 
Certain respondents to the survey mentioned that the electronic filing of VAT returns 
is not working efficiently which may also be cause of irritation. 

Note that VAT returns can be filed either on a monthly, quarterly or a yearly basis. In 
case certain thresholds or conditions are met, EC Sales Listings and Intrastat returns 
have to be filed. 

In France, it is possible to offset taxes due with a VAT credit, but this needs to be 
formally requested. This might cause some extra work.  

Tax accounting and documentation requirements 

In France, no SAF-T or other standardised format is applied for submitting accounting 
information. 

Complexity and changes of tax legislation 

The tax legislation in France is considered as complex. Guidelines are only provided in 
French on the website of the tax authorities and are as such not easy accessible for 
foreign enterprises. It should be noted that the VAT law is not often changed, only an 
increase of the VAT rates and the VAT electronic filing and submission were recently 
changed. Despite of the complexity of the French tax legislation, compliance costs are 
below the country average and the irritation cost is only slightly higher than average.  

                                                   
139  See Figure 43. 
140  See Figure 16. 
141  See Figure 66. 
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Simplification measures and exemption thresholds 

Micro- and small-sized enterprises with an annual turnover that does not exceed 
certain high thresholds, i.e. EUR 82 800, EUR 42 900 or EUR 33 100, which may vary 
depending on the activity, are exempt from VAT obligations. Enterprises can also opt 
for quarterly filings of the VAT return depending on their annual turnover. These 
measures should reduce VAT compliance costs for micro-sized enterprises.  

Foreign enterprises which only perform distance sales in France can benefit from the 
EU distance selling VAT threshold if they do not exceed a threshold of EUR 35 000 on 
an annual basis.  

Other taxes 

In France, the wage related taxes, vehicle related taxes and local and regional taxes 
are indicated as the most burdensome taxes other than VAT and CIT.142 Especially the 
social security and family benefit contributions (Unions de Recouvrement des 
Cotisations de Sécurité Sociale et d'Allocations Familiales (URSSAF)) was frequently 
indicated as very burdensome in the answers to the open questions.  

France has a wide range of taxes and levies based on salaries: social security for 
independent workers (Régime Social des Indépendants ), URSSAF, pension 
contributions (caisse de retraites), unemployment social body (Association pour 
l'Emploi dans l'Industrie et le Commerce ), social security for farmers (Mutualité 
Sociale Agricole), fund for vacation pay (caisse des congés payés), tax for the 
integration of disabled persons in the workplace (Association de Gestion du Fonds pour 
l’Insertion Professionnelle des Handicapés ) and the apprenticeship tax (taxe 
d’apprentissage). The tax treatment of these taxes are different depending on the 
nature of the tax: for some taxes the return has to be filed electronically (e.g. 
URSSAF, Mutualité Sociale Agricole ) whereas for others the return needs to be sent 
on paper version (e.g. taxe d'apprentissage). The bases and rates are communicated 
by each social agency on 1 January of the year and are regularly updated. An 
inevitable consequence of this large number of wage related taxes is that many 
different rules apply and many different forms need to be filed, all leading to an 
increase in the compliance burden.  

The tax on enterprise cars has to be paid annually by enterprises that own or lease 
vehicles. The cost depends on the horsepower of the car. As from 1 January 2018 the 
tax needs to be declared by submitting a specific annex (no 3310) together with the 
VAT return.  

Tax registration requirements 

When setting up an enterprise in France, one has to file a request for an enterprise’s 
registration with the Centre de Formalités des Entreprises. The Center handles all 
formalities related to the trade register in the court, statistics, tax authorities, social 
security. We consider this OSS as a good initiative to mitigate the TETCC at the 
beginning of the life of an enterprise. 

Interaction with tax authorities 

The website of French tax authorities is only available in French. The availability of 
information in English is therefore to be recommended to the French tax authorities.  

Basic information with respect to VAT compliance is also only provided in French by 
the tax authorities. Furthermore, the online portal through which the VAT return and 
other documents have to be filed is only accessible in French. Thus, foreign 
enterprises are de facto obliged to outsource their VAT compliance to local tax 

                                                   
142  See Figure 124. 
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advisors if they don’t have the capacity to handle French VAT tax compliance in 
French.  

Conclusions 

Good practices 

Based on the above, three good practices contributing to lower TETCC could be 
identified in France: 

• Easy computation of the quarterly advance CIT payments by reference to the prior 
financial year, avoiding that taxpayers waste time on complex computations. 

• Simplified CIT and VAT obligations for SMEs not exceeding certain thresholds. 
• The OSS for registration of enterprises, avoiding that the taxpayer loses time on 

multiple registrations. 

Areas for improvement 

The following areas could possibly benefit from measures to reduce the compliance 
burden:  

• A simplification of CIT return requiring less manual input, would enable enterprises 
to increase efficiency and automation. 

• Stable and less complex tax regulations, providing more certainty to taxpayers. 
• A simplification of the system of payroll related taxes and contributions, avoiding 

that different rules, forms and payments apply for the several social funds. 
• The installation of a hotline and more easy communication with the tax authorities; 
• Guidelines in the interpretation of tax laws and availability of certain tax 

information, particularly those relevant to foreign enterprises in English as this 
would reduce the need to outsource. 

7.2.7 FYROM 

Key quantitative findings 

TETCC  

Enterprises from FYROM recorded a significantly smaller average TETCC than their 
peers.143 With regard to CIT compliance costs, micro- and small-sized enterprises from 
FYROM recorded somewhat higher CIT compliance costs (although still very low) than 
the medium-sized enterprises and LSEs.144  

Enterprises in FYROM encounter lower compliance costs for all taxes, but the 
difference is less marked for VAT than for CIT. For both CIT and VAT the small-sized 
enterprises experience the highest compliance costs.145  

When looking at the country ranking based on TETCC (calculated via the SCM), FYROM 
has the third lowest TETCC of all 20 countries covered by the survey.146 Controlling for 
differences in enterprise characteristics, the TETCC in FYROM are the second lowest.147  

The very low labour costs certainly positively impacted the TETCC. 

Relative burden of tax compliance 

With respect to the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), FYROM is ranked seventh.148 So, also in relative terms, the TETCC in 
FYROM recorded well below average.  

                                                   
143  See Figure 67. 
144  See Figure 68.  
145  See Figure 68 and Figure 69. 
146  See Figure 109. 
147  See Figure 38. 
148  See Figure 28. 
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When looking at the country ranking based on the relative IETCC, FYROM is also 
presenting a below average percentage in the IETCC to turnover ratio.149  

CIT framework 

Tax compliance obligations and processes 

In 2014, FYROM CIT regime changed significantly. The previous regime was based on 
the Estonian model whereby the taxation of profits was deferred until actual 
distribution. Since financial year 2014, enterprises in FYROM are taxed on the realised 
profits. The annual CIT base is modified and comprises the profit realised, increased 
with the amount of non-deductible expenses.  

From 2009 to 2013, enterprises had to file two separate CIT returns: one based on 
non-deductible expenses and another one including profits that were distributed. As 
from 2014 enterprises in FYROM have to file only one CIT return, including both the 
profit of the financial year and the non-deductible expenses.  

The CIT return package is rather simple and therefore easy to prepare. The taxpayer 
is not required to add any annexes to the CIT return. In addition there isn’t a specific 
requirement to provide the tax authorities with accounting information. Additional 
supporting documents or accounting information may be requested by the tax 
authorities of FYROM which subsequently have to be provided by the taxpayer.  

Also the structure of the CIT return is straightforward and not very detailed. The CIT 
return consists of several sections: a section related to the accounting result, a section 
related to the non-deductible expenses and items decreasing the tax base and a 
section where the tax liability is determined. 

Advance payments should be made for each month by the 15th day of the following 
month. The monthly advance payments for the current year and for January of the 
following year are calculated on the basis of the preceding tax year’s taxable base, 
increased by the index of cumulative retail price growth as determined by the State 
Statistical Office. This method of calculation might contribute to the lower TETCC in 
FYROM, since it is a standardised and straightforward method. It is not as time-
consuming as making an estimation of the tax that will be effectively due for the 
taxable year. Also the fact that the advance payments have to be made on a monthly 
basis does not necessarily have a negative impact on the TETCC.  

The Study showed that 88% of FYROM enterprises submit their CIT form 
electronically.150 This is one of the highest results amongst the 20 countries in scope 
of this Study and well above the country average of 80%. This high percentage of 
electronic filing is probably due to the fact that it is mandatory for taxpayers who are 
registered for VAT purposes. Taxpayers who are not registered for VAT purposes are 
not obliged to submit their CIT return electronically, but they can choose to submit it 
electronically.  

Another reason for rather low compliance costs might be found in the fact that 33% of 
FYROM’s enterprises do not outsource any of their tax activities.151 This is a rather 
high percentage compared to the other countries in the Study and is likely the result 
of the simplified CIT return. This might also explain why FYROM enterprises recorded 
small average CIT compliance costs. In this regard it is also worth mentioning that the 
survey results show that micro- and small-sized enterprises tend to outsource more of 
their tax compliance obligations than larger enterprises. This might explain why 
FYROM’s micro- and small-sized enterprises recorded slightly higher CIT compliance 
costs than medium-sized enterprises and LSEs (although CIT compliance costs are still 
comparatively low). 

                                                   
149  See Figure 29. 
150  See Table 7. 
151  See Figure 5. 



Study on tax compliance costs for SMEs  

80 

The easy CIT compliance processes also find its reflection in the irritation cost. Only 
20% of the respondents consider the CIT compliance rather or very irritating in 
FYROM, which is well below the country average of 40%.152  

Tax accounting and documentation requirements  

43% of the respondents in FYROM do not find the tax accounting and documentation 
processes burdensome at all.153 This is one of the highest percentages in the survey 
and likely the result of the simplified tax processes. 

Also, FYROM tax legislation does not include explicit TP provisions regarding formal TP 
documentation requirements of taxpayers. The TP provisions that do exist are quite 
general stating that the tax authorities can request a taxpayer to provide information 
and evidence that the conditions under which the transfer prices are set are at arm’s 
length. 

Complexity and changes of tax legislation 

Although responses to the survey conducted for this Study show that some major 
changes in the field of CIT law took place over the past years, FYROM enterprises do 
not perceive tax law as being complex and thus burdensome. Over 30% of FYROM 
enterprises consider the complexity of tax law as not burdensome at all and only 10% 
consider it as very burdensome.154 Also the tax specialists confirmed that FYROM CIT 
law consists of less complex provisions.  

Special measures on tax compliance for SMEs 

An enterprise in FYROM qualifies as a micro-sized enterprise if its total annual income 
does not exceed 6 million Macedonian Denars (MKD) (EUR 97 920) and if it is engaged 
in economic activities other than banking, financial, insurance, entertainment and 
gambling. 

If the total annual income is less than 3 million MKD (EUR 48 960), the enterprise is 
exempt from CIT. If the total annual income is between MKD 3 000 001 and 
MKD 6 000 000, the taxpayer can choose to pay a 1% tax rate on its total income. 
The choice is made for three years and cannot be changed during that period of time, 
if the income realised during that periods remains within that limit. 

One would expect that these special measures for SMEs would lead to lower TETCC for 
smaller enterprises. This is, however, not the case, since FYROM’s micro- and small-
sized enterprises recorded somewhat higher CIT compliance costs compared to 
medium-sized enterprises and LSEs.  

VAT framework 

Tax compliance obligations and processes 

In FYROM, the VAT return counts 28 boxes. The complexity of the VAT return 
preparation, however, depends on the type of business activities of the taxable 
persons and the number of boxes that have to be filled out accordingly. Furthermore, 
electronic filing is obliged for VAT registered taxpayers. 

The complexity of FYROM VAT return can be considered not to be excessive in 
practice, possibly because of the absence of intra-EU reporting obligations. Therefore 
FYROM scores one of the best in class considering the tax compliance burden.  

Micro- and small-sized taxable persons report higher TETCC which might be explained 
by the fact that these enterprises rely on services from tax advisors or professional 
accountants who manage their VAT compliance, while larger enterprises can rely on 

                                                   
152  See Figure 15. 
153  See Figure 45. 
154  See Figure 43. 
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their internal departments of tax managers. Furthermore such costs are more 
significant for small-sized enterprises taken into account the generated revenues. 

Tax accounting and documentation requirements 

In general, there are no specific requirements for the taxpayer to submit accounting 
information, but depending on the specific supplies of the taxpayers, additional 
reports/information can be required (e.g. details of domestic reverse charge 
transactions or details on supplies in relation to activities funded by foreign donors). 

Complexity and changes of tax legislation 

There were no major changes to FYROM’s VAT law since 2014 and the VAT law is 
considered to have less complex provisions compared to other countries. 

The fact that FYROM’s enterprises recorded high compliance costs related to the 
preparation of the VAT return, might rather be due to the complexity of the business 
activities as well as the type of supplies performed rather than due to a complex 
legislation or to continuous changes in legislation. 

Simplification measures and registration thresholds 

FYROM enterprises are only obliged to register for VAT in case their annual turnover 
for the last calendar year exceeded MKD 1 000 000 (EUR 16 320). Note, however, that 
taxable persons may always opt for a voluntary registration. No additional special 
simplification measures or SME exemptions have been foreseen by FYROM. 

Other taxes 

The wage related taxes and contributions and property and real estate taxes are 
indicated as the most burdensome taxes other than VAT and CIT.155 

Enterprises in FYROM may consider the preparation and submission of property and 
real estate tax returns as more complex because apart from completing the tax 
return, they may be required to submit additional supporting documents. 

A specific reason as to why FYROM enterprises consider wage related taxes and 
contributions as burdensome could not be identified. It is possible that the 
respondents might find the actual wage tax cost too high and therefore classified it as 
burdensome. The tax compliance process, however, does not contain any specific 
burdensome elements.  

Tax registration requirements 

FYROM applies the OSS approach, meaning that once an enterprise has been 
registered in FYROM, the enterprise is automatically registered for tax purposes and 
will receive a tax identification number. This probably also plays an important role in 
the perception of taxpayers regarding the TETCC. It is, however, possible that the tax 
authorities will request some additional information after the registration. However, 
VAT registration is a completely different process.  

Interaction with tax authorities 

The website of FYROM’s tax authorities allows a foreign investor to get acquainted with 
the CIT compliance requirements, since there is sufficient content available in English. 
The English version of the website includes a tax guide which gives a general overview 
of the tax system, as well as different publications (such as flyers, leaflets, etc.). Tax 
laws, tax returns and other official forms are, however, not available in English. 

English guidelines for the CIT and VAT compliance are published on the Public 
Revenue Office website. Nevertheless, only a general overview and some different 
publications can be consulted on this website. Although there is an English version of 
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the Public Revenue Office website, a lot of important information is still not translated 
thereby creating a language barrier for foreign taxable persons.  

Conclusions 

Good practices 

Based on the above, the following good practices contributing to lower TETCC can be 
highlighted for FYROM: 

• A simplified CIT package, which facilitates preparation and reduces the need for 
outsourcing. 

• Easy computation of the monthly advance CIT payments by reference to the prior 
financial year avoids complex calculations for taxpayers. 

• Exemptions and a simplified CIT regime if certain thresholds are not exceeded 
reduce the compliance work for SMEs; 

• Stable and less complex tax regulations provide certainty to taxpayers; 
• An OSS approach regarding the registration of enterprises so that enterprises only 

need to register once for multiple purposes (taxes). 

Areas for improvement 

Although FYROM seems to have good tax practices, it is possible that the following 
area could benefit from measures to reduce the compliance burden:  

• Changes in tax legislation should not be introduced without a grandfathering period 
allowing for sufficient time to understand the changes and to adapt the systems. 

7.2.8 Germany 

Key quantitative findings 

TETCC  

German enterprises consistently recorded higher average TETCC than their European 
peers covered by this Study. The difference between the average TETCC faced by 
German enterprises and the average TETCC of the peers in the survey seems to grow 
with the size of the enterprise.156 Both, the VAT and CIT average compliance costs 
were consistently above the country  average for all enterprise size categories.157  

When looking at the country ranking based on TETCC , Germany represents the 
highest  TETCC.158 Even after controlling for enterprise characteristics, TETCC are the 
second highest in Germany with Austria taking first place.159  
Relative burden of tax compliance 

When looking at the country ranking based on the relative tax compliance burden 
(Ratio 1 – TETCC to turnover), Germany is doing a little bit better occupying the 17th 
place out of 20.160  

Furthermore, Germany has the second highest burden with regard to the IETCC to 
turnover ratio.161 While direct taxes require higher compliance efforts than indirect 
taxes in all countries, in Germany, the relative burden of complying with indirect tax 
obligations compared to the relative burden of complying with direct tax obligations 
was higher compared to other countries covered by this Study.  

                                                   
156  See Figure 70. 
157  See Figure 71 and Figure 72. 
158  See Figure 109. 
159  See Figure 38. 
160  See Figure 28. 
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CIT framework 

Tax compliance obligations and processes 

Since financial year 2013, taxpayers who prepare financial statements, must file their 
accounts electronically in a specialised format provided by the German tax authorities, 
the so-called “E-Bilanz”. In order to comply with the requirements of the standardised 
format of the E-Bilanz, every general ledger account of the enterprise must be 
mapped to the correct taxonomy (e.g. different percentage for depreciation). Due to 
the quite detailed structure of the taxonomy, the mapping of the general ledgers 
resulted in a more complex and demanding preparation compliance process. The first 
mapping caused most of the work. Afterwards the mapping has to be updated every 
year in case there is a change in the general ledger and/or a new taxonomy, provided 
by the financial administration. Once the E-Bilanz is prepared, additional adjustments 
are to be made from the profit in the tax balance sheet to the taxable income in the 
tax return (e.g. for non-deductible expenses). 

As the interviews were conducted in 2016 and interviewees were asked to refer to the 
accounting year of 2014, it is possible that one reason for German enterprises 
reporting such high TETCC could be that they had just been through this complex 
mapping exercise for the first time.  

Furthermore, commercial enterprises in Germany are also subject to trade tax. While 
the trade tax is levied by local governments, and every local government sets the rate 
for the tax applicable in its municipality, the trade tax return is considered to be a 
second CIT return in Germany. The trade tax return is mandatory for all enterprises 
regardless of the size of the enterprise and surely causes additional compliance work. 
This, too, will result in additional absolute and relative TETCC. 

In Germany, corporate taxes are assessed on an annual basis but advance payments 
are required in quarterly instalments. The quarterly instalments are based on the 
estimated ultimate liability. Usually, this is the total tax due shown by the last 
assessment issued, as adjusted by any rate changes. 

Tax accounting and documentation requirements 

Approximately 56% of the German respondents to the survey perceive the tax 
accounting and documentation processes as very burdensome to burdensome.162 This 
may not be exceptionally high considering the introduction of the E-Bilanz but we 
cannot say whether this also represents a “normal” state view. 

For the documentation of TP issues, an Executive Order Regulation (effective since 30 
June 2003) prescribes general requirements and the documentation required in special 
circumstances. These TP rules apply to all enterprises if the enterprise holds – roughly 
outlined – direct or indirect ownership of 25% or more in the related party, or has 
direct or collateral possibility to exert a dominating influence to the related party. 
Documentation must be submitted within 60 days upon receipt of the tax authority’s 
request. In the case of extraordinary business transactions (e.g. transfer of functions), 
documentation must be submitted within 30 days of the tax authority’s request. In 
general, the request is made in the course of a tax audit. 

As of 20 December 2016, Germany has implemented the BEPS TP documentation 
obligation through the first BEPS implementation law. The TP documentation rules 
correspond primarily to the OECD guidance defining the relevant information to be 
included in the master file and the local file. 
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Complexity and changes of tax legislation 

Approximately 75% of the respondents in Germany consider the complexity of tax 
laws to be very burdensome or burdensome.163 For CIT, this high percentage might be 
explained by the recently introduced E-Bilanz but also the thin capitalisation, 
Controlled Foreign Corporations (CFC) and loss offsetting rules and the separate trade 
tax return all add to the CIT compliance complexity and burden. The many changes to 
tax law and the foreseen exceptions increase the complexity.  

Tax offices in Germany are able to issue binding rulings in respect of planned 
transactions, provided the taxpayer can show a particular interest in the tax 
consequences of the intended action. 

Special measures on tax compliance for SMEs 

In Germany, micro- and/or small-sized enterprises with an annual turnover below EUR 
600 000 and/or an annual profit of less than EUR 60 000 are entitled to use a 
simplified income-expense calculation to determine their taxable profit. Furthermore, 
some small-sized enterprises have the possibility to make one balance sheet for local 
GAAP and tax purposes (Einheitsbilanz). These simplified measures seem not to have 
especially impacted the perception of total compliance costs of the German micro- and 
small-sized enterprises that participated in the Study as the TETCC for these 
enterprises were relatively high compared to their peers covered by the Study.  

VAT framework 

Tax compliance obligations and processes 

In Germany, many VAT returns are based on the accounting reports (so called 
“Enterprise Resource Planning-reports”). Setting up the Enterprise Resource Planning 
(ERP) systems and programming all the tax codes with their respective VAT 
treatments is considered burdensome. Although many enterprises have an ERP 
system, practice has shown in Germany that the accounting standards applied by 
enterprises are often not adapted to the standards in Germany. Once the ERP system 
is set-up, the required data for the VAT return is produced automatically. Hence, this 
could explain that the proportionate cost of the collection of data is recorded as the 
fourth lowest. Moreover, only two VAT rates apply in Germany which limits the extent 
of the tax codes and the sometimes burdensome exercise to connect the VAT-rate to 
the products. It should be noted, that although the cost for VAT compliance is highest 
in Germany in comparison to the other countries covered by the Study, only 48% of 
respondents find this compliance burden irritating whilst the average of all countries of 
the Study is 44%.164 

In addition to the monthly or quarterly VAT return (depending on certain thresholds), 
an annual VAT return should also be submitted. If certain conditions are met, EC Sales 
Listings and Intrastat returns should also be filed in Germany.  

Tax accounting and documentation requirements 

In Germany, no SAF-T or VAT ledger needs to be submitted to the tax authorities. 

Complexity and changes of tax legislation 

In the open questions, respondents to the survey frequently mentioned that VAT has 
become more complex and more confusing. Although the complexity of the German 
VAT law is considered as average and changes are not implemented that often, the 
main difficulty often lies in the above-mentioned set-up of the ERP system. 
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Simplification measures and exemption thresholds 

German enterprises that do not exceed a threshold of EUR 17 500 in annual turnover 
are not required to register in Germany. This exemption threshold is limited to 
enterprises established in Germany in accordance with the provisions of the SME 
scheme in the VAT Directive. Foreign enterprises are thus, irrespective of their 
turnover, generally required to register themselves in Germany for VAT purposes if 
transacting business in Germany. If a foreign enterprise (SME or otherwise) only 
provides services to local German enterprises, they do not need to register and 
instead the reverse charge applies. 

Foreign enterprises which only perform distance sales in Germany can benefit from the 
EU distance selling VAT provisions if they do not exceed a threshold of EUR 100 000 in 
annual turnover. Furthermore, the German Ministry of Finance has changed its 
administrative opinion on the supply of goods through consignment stocks (guidance 
of 10 October 2017).165 Depending on the set-up of the contract and the specific 
execution, there may be no VAT registry obligation on part of the foreign enterprise. 

Other taxes 

Next to VAT and CIT, the most burdensome taxes in Germany are wage related taxes 
and contributions (as in most of Europe), environmental related taxes and property 
and real estate taxes. However, none of these taxes have been very frequently 
mentioned.166 

For each of these taxes, a tax return or report has to be made. However, in most 
cases, the likely reason for this perception of a high burden is the complexity of the 
law.  

Tax registration requirements 

German entrepreneurs need to register their businesses with the Trade Office. After 
the Tax Office is notified of the enterprise’s business activity by the Trade Office, the 
Tax Office sends the enterprise a questionnaire requesting the enterprise’s business 
data. 

Interaction with tax authorities 

German VAT returns and EC Sales Listings have to be filed electronically (for example 
via the “Elster” portal). Respective portals are only accessible in German. As a result 
of this language barrier, foreign enterprises most likely require the assistance of tax 
advisors to submit the VAT returns and EC Sales Listings. This could be an area for 
improvement since foreign enterprises are, de facto, obliged to outsource their VAT 
compliance which drives the cost. Intrastat returns, on the other hand, can be filed 
through an online portal displayed in English.  

Also, for CIT purposes, not all tax forms exist in English as a result of which foreign 
enterprises require the assistance of tax advisors.  

Germany’s Federal Ministry of Finance often issues guidance or circulars in order to 
further interpret complex tax legislation. This guidance is, however, only issued in the 
German language.  

                                                   
165  German Federal Ministry of Finance. (2017). Umsatzsteuer; Grenzüberschreitende Warenlieferungen in 

ein inländisches sog. Konsignationslager. Retrieved from 
http://www.bundesfinanzministerium.de/Content/DE/Downloads/BMF_Schreiben/Steuerarten/Umsatzste
uer/Umsatzsteuer-Anwendungserlass/2017-10-10-grenzueberschreitende-warenlieferungen-in-ein-
inlaenisches-sog-konsignationslager.pdf?__blob=publicationFile&v=1, 15 November 2018. 

166 See Figure 124. 

http://www.bundesfinanzministerium.de/Content/DE/Downloads/BMF_Schreiben/Steuerarten/Umsatzsteuer/Umsatzsteuer-Anwendungserlass/2017-10-10-grenzueberschreitende-warenlieferungen-in-ein-inlaenisches-sog-konsignationslager.pdf?__blob=publicationFile&v=1
http://www.bundesfinanzministerium.de/Content/DE/Downloads/BMF_Schreiben/Steuerarten/Umsatzsteuer/Umsatzsteuer-Anwendungserlass/2017-10-10-grenzueberschreitende-warenlieferungen-in-ein-inlaenisches-sog-konsignationslager.pdf?__blob=publicationFile&v=1
http://www.bundesfinanzministerium.de/Content/DE/Downloads/BMF_Schreiben/Steuerarten/Umsatzsteuer/Umsatzsteuer-Anwendungserlass/2017-10-10-grenzueberschreitende-warenlieferungen-in-ein-inlaenisches-sog-konsignationslager.pdf?__blob=publicationFile&v=1
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Conclusions 

Good practices 

Based on the above, we observed the following good practices that contribute to lower 
TETCC for Germany: 

• Proposed pre-payments based on the prior year tax liability avoiding complex 
calculations for taxpayers 

• The platform providing taxpayers guidelines and instructions from the Federal 
Central Tax Office and the Federal Ministry for Economic Affairs and Energy.167 

Areas for improvement 

The following areas could potentially benefit from measures to reduce the compliance 
burden. 

• Stable and less complex tax regulations (for CIT and VAT) would increase certainty 
for taxpayers and reduce the burden to get acquainted to new rules. 

• Foreseeing special measures on tax compliance (e.g. exemption of E-Bilanz and 
submission of one balance sheet for local GAAP and tax purposes, filing of 
quarterly VAT returns instead of monthly VAT returns) for a larger category of 
SMEs would reduce their related TETCC. 

• Availability of guidance, portals and forms in English so that foreign enterprises can 
more easily comply with the required tax obligations, and need to outsource less. 

7.2.9 Greece 

Key quantitative findings 

TETCC  

All categories of enterprises in Greece recorded lower average TETCC than their 
European peers covered by the Study.168 The differences are mainly concentrated in 
the treatment of CIT which is significantly less burdensome for Greek medium-sized 
enterprises and LSEs. However, the average tax compliance cost of Greek small-sized 
enterprises differs less from the country average, especially in case of CIT.169  

When looking at the country ranking based on TETCC , Greece takes the eighth 
place.170 After controlling for differences in the enterprise characteristics, Greece falls 
within the average.171 

Relative burden of tax compliance 

When looking at the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), Greece again performs very well at the fifth place.172  

The average Greek enterprise also has a relative indirect tax compliance burden 
(IETCC to turnover ratio) that is close to the country average.173 

Furthermore, as Greece reports the third lowest TETCC to tax revenue ratio, the cost 
of tax collection appears to be very low in Greece.174  

                                                   
167  See Bundeszentralamt für Steuern, http://www.bzst.de/EN/Home/home_node.html and for start-ups: 

Federal Ministery for Economic Affairs and Energy, http://www.existenzgruender.de/EN/Die-ersten-
Schritte/Steuern/inhalt.html, 15 November 2018.  

168  See Figure 73. 
169  See Figure 73, Figure 74 and Figure 75. 
170  See Figure 109. 
171  See Figure 38. 
172  See Figure 28. 
173  See Figure 29. 
174  See Figure 31. 
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CIT framework 

Tax compliance obligations and processes 

Greece has very strict accounting rules that need to be complied with on a monthly 
basis. Greek accounting entries are never as simple as debit and credit, enterprises 
must take into consideration the tax implications of each entry. Therefore, at year 
end, it is relatively easy to gather information to prepare the CIT return, which might 
be the explanation for the low absolute and relative CIT compliance burden. The CIT 
return package consists of the N form (tax return), E3 form (statistical info sheet) and 
the list of tax adjustments. The said forms are applicable to enterprises from all 
sectors and sizes. 

Another reason for the relatively low CIT compliance costs might be the easy filing 
system. As from 2012, the tax return needs to be filed electronically. As a result, the 
filing process per se became easier throughout the years. On the other hand, Greek 
enterprises report the second highest proportion of costs allocated to the submission 
of the CIT return (14%, while the overall country average is 6%).175 This can be due 
to low responsiveness in the past of the filing platform when it was overloaded close to 
filing deadlines. 

Furthermore, with regard to advance tax payments, the computation is done by the 
tax authorities automatically. The Greek CIT is payable in six equal monthly 
instalments, the first one being at the end of the next month of the filing of the CIT 
return. This approach also contributes to the low CIT compliance costs. 

Tax accounting and documentation requirements 

Most of the Greek enterprises that participated in the survey do not find the tax 
accounting and documentation processes burdensome and this despite the very strict 
tax accounting rules.176 

Also, Greek enterprises are required to prepare a TP documentation file and a 
summary information sheet must be submitted electronically to the Greek tax 
authorities. These two obligations apply to all intra-group transactions for both Greek 
enterprises and permanent establishments, unless the value of all intercompany 
transactions does not exceed the amount of EUR 100 000 in total or the amount of 
EUR 200 000 in total where the gross revenues of the corresponding financial year of 
the Greek entity exceeds the threshold of EUR 5 million.  

TP filing obligations are considered as a separate obligation from CIT filing. Only as 
from tax years commencing as of 1 January 2015 and later, Greek tax authorities 
have extended the deadline for preparation by taxpayers of their TP documentation 
files and the submission of their “summary information sheets” to the Ministry 
of Finance to the date of filing the CIT return. As from that moment, CIT and TP filings 
have the same deadline, but they are still considered as separate filings. Greek 
enterprises need to file a table with a summary of the intercompany transactions. 
They need to have supporting documentation (supporting the arm’s length nature) 
available, in case the tax authorities request for it.  

This is an extra task to carry out, but the strong accounting system makes it easier. 
Furthermore, the basic TP documentation may be maintained in English. However, 
there is an obligation to translate it in Greek if requested by the tax authorities within 
30 days from the relevant request.  
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Complexity and changes of tax legislation 

Almost 60% of the respondents in Greece consider the complexity of tax laws as very 
burdensome or burdensome.177 Regular changes in the CIT framework between 2010 
to 2013 relating to the tax rates, tax depreciation rates and the tax deductible 
expenses as well as the introduction of a completely new CIT framework in 2014, may 
explain this perception. 

Furthermore, we might believe that the respondents have also taken into account the 
complexity of the Greek accounting system while answering these questions.  

Special measures on tax compliance for SMEs 

The Greek tax authorities do not provide for any significant special regimes for SMEs 
with regard to CIT compliance obligations.  

VAT framework 

Tax compliance obligations and processes 

The Greek VAT return is submitted electronically on a monthly basis. The strict 
requirements with respect to accounting software and bookkeeping, as well as Greek 
requirements for external authorisation of accounts, could explain the relatively high 
costs for small-sized enterprises which have to purchase this accounting software or, 
alternatively, may choose to outsource their VAT compliance. Conversely, whilst 
medium-sized enterprises and LSEs may have accounting systems which are adapted 
to these requirements. Therefore costs allocated by medium-sized enterprises and 
LSEs to accounting and tax accounting throughout the year potentially pay off during 
the filing process. It should be noted, however, that, notwithstanding the low 
compliance costs in Greece, 55% of respondents find VAT compliance rather or very 
irritating, which is above the country average.178 

Intrastat returns, EC Sales Listings and EC Purchase Listings have to be filed if the 
conditions are met. 

Tax accounting and documentation requirements 

In Greece, it is not required to submit accounting information in a specific format, 
such as a SAF-T file.  

Complexity and changes of tax legislation 

Guidelines on the website of the tax authorities are only available in Greek. Hence, the 
assistance of local tax advisors is required by foreign enterprises. Furthermore the 
VAT law is not changed a lot. 

Simplification measures and registration thresholds  

No registration threshold exists in Greece. However, as from 2015 there is a 
simplification provision applying to micro- and small-sized enterprises with an annual 
turnover of less than EUR 10 000. If this threshold is not exceeded, these enterprises 
can benefit from a less burdensome VAT regime. Only enterprises established in 
Greece, however, can benefit from this simplification measure. 

Foreign enterprises (whether an SME or LSE) which only perform distance sales in 
Greece do not have to register, if they do not exceed a yearly threshold of EUR 35 000 
in turnover under the EU distance selling rules.  

Also a new regime was introduced where VAT on invoices issued by enterprises can be 
remitted to the tax authorities only upon collection of corresponding invoices from 
their clients. If an entity opts for such regime then the deduction of VAT on its 
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expenses should also be carried out on a similar basis i.e. only upon settlement of the 
said expense invoices. The said scheme applies from October 2014 onwards and to 
enterprises for which the annual turnover does not exceed EUR 500 000 (this cap was 
increased to EUR 2 000 000 from 2017 onwards). This regime benefits the cash 
position of the enterprise but increases the AB. 

Other taxes 

Next to VAT and CIT, the most burdensome taxes in Greece are wage related taxes 
and contributions (as in most of Europe), property and real estate taxes and local and 
regional taxes.179 All these taxes require periodic filings and depending on the size of 
each entity this might become extremely burdensome in terms of workload. The local 
and regional taxes mainly include municipal duties (and not taxes) that are charged by 
Municipalities to enterprises per their needs. The latter duties also require a filing that 
is made manually.  

Tax registration requirements 

The establishment and tax registration of Corporations and Limited Liability 
Enterprises as well as Partnerships and Private Companies are carried out by a OSS in 
Greece. This alleviates the AB for start-ups.  

Interaction with tax authorities 

In Greece, there are various local tax offices divided into administrative areas, and in 
each of them operates one or more tax offices that are called Dieuthynsi Oikonomikon 
Ypiresion. However, taxpayers have to cope with long service queues in these tax 
offices.  

With respect to VAT compliance, guidelines can be found on the website of the Greek 
tax authorities in Greek. Further, the VAT return is filed electronically in a specific form 
online (on a separate platform) which is only accessible in Greek.  

Some respondents indicated that there is an absence of directions and guidelines from 
the tax administration.  

Conclusions 

Good practices 

We believe that the low TETCC result from the following good practices:  

• The strict accounting rules, that require tax specific entries, which make the 
preparation of the CIT and VAT return easier. 

• The advance tax payments computation performed by the tax authorities, avoiding 
calculations to be prepared by the taxpayer.  

• A less burdensome VAT regime for micro- and small-sized enterprises with an 
annual turnover of less than EUR 10 000. 

• The existence of an OSS for the registration of new enterprises, avoiding multiple 
registrations for different purposes. 

Areas for improvement 

Although Greece seems to have good tax practices, the following areas could 
potentially benefit from measures to reduce the compliance burden.  

• Setting up clearer guidelines for the taxpayers and translation of the guidelines on 
the website of the Greek tax authorities in English so that also foreign enterprises 
can more easily comply with the required tax obligations and need to outsource 
less. 

• Less frequent changes in CIT legislation providing more certainty to taxpayers. 
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• The implementation of special regimes for SMEs with regard to CIT compliance 
obligations, reducing the compliance burden. 

• A good IT environment facilitating automation and efficient electronic filings for 
taxpayers.  

7.2.10 Ireland 

Key quantitative findings 

TETCC  

All categories of Irish enterprises recorded lower average TETCC than their European 
peers covered by the Study.180 With regard to CIT, especially SMEs had significantly 
lower CIT compliance costs. However, as regards VAT, LSEs had slightly higher 
compliance costs than their  peers in the Study.181  

When looking at the country ranking of the TETCC, Ireland occupies the fifth place, 
and can therefore be said to have rather low  TETCC.182 

Relative burden of tax compliance 

As regards the ranking of the relative TETCC (Ratio 1 - TETCC to turnover), Ireland 
has the second lowest relative TETCC.183 Only Luxembourg performs better than 
Ireland in this regard. Furthermore, according to the IETCC to turnover ratio, the 
relative burden of complying with indirect tax obligations is also the second smallest in 
Ireland.184  

CIT framework 

Tax compliance obligations and processes 

Ireland has taken a range of initiatives to reduce tax related AB for taxpayers. As a 
result, Ireland bears the second lowest total relative burden regarding all taxes and is 
considered to be the most effective country in the EU in terms of bureaucracy and AB 
when it comes to paying, filing and time spent on the tax compliance obligations. 
Ireland’s transparent tax regime and low CIT rate together with the relative ease to 
pay tax is vital in continuing to underpin the positioning of Ireland as a location of 
choice for foreign direct investment.185 

Unlike other countries, the CT1 form is the only mandatory form that needs to be filed 
electronically for CIT purposes. However, in case an enterprise made a payment in 
excess of EUR 6 000 to Irish individuals or enterprises during the financial year, the 
enterprise is required to file a Form 46G. Only the Inline Extensible Business Reporting 
Language (iXBRL)-tagged financial statements need to be added to this tax return.  

Furthermore, the advance payments have to be made online through the Irish 
Revenue Online System. As a result, only 7% of the respondents in Ireland consider 
the management of tax processes as very burdensome. 

Tax accounting and documentation requirements 

62% of the respondents to the survey conducted for this Study do not find the tax 
accounting and documentation requirements in Ireland burdensome.186 

                                                   
180  See Figure 76. 
181  See Figure 77 and Figure 78.  
182  See Figure 109. 
183  See Figure 28. 
184  See Figure 29. 
185  PricewaterhouseCoopers and the World Bank Group (2016). Paying Taxes 2016. Washington, DC: World 

Bank. Retrieved from https://www.pwc.com/gx/en/paying-taxes-2016/paying-taxes-2016.pdf, 15 
November 2018. 

186  See Figure 45. 
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As from 2011, LSEs need to have available the necessary TP documentation, unless 
the entity satisfies the SME-test (less than 250 employees and either a turnover of 
less than EUR 50 million or assets of less than EUR 43 million – the same criteria as 
used in our Study) that is assessed at a group level.  

In 2015, Ireland introduced Country-by-Country Reporting for multinationals 
(applicable for fiscal years beginning on or after 1 January 2016 with reporting due 
twelve months after the period end date) on foot of recommendations in the OECD’s 
BEPS guidance.  

Complexity and changes of tax legislation 

Only 38% of the respondents to the survey consider the complexity of tax legislation 
as very burdensome or burdensome.187 

Ireland is considered to have a transparent tax regime. Indeed, based on the answers 
to open question 20, most of the Irish enterprises perceive the tax compliance 
regulations as unchanged.188  

Furthermore, 32% of Irish enterprises outsource none of their tax obligations, which is 
a rather high percentage compared to other countries.189 This high percentage might 
be the result of a transparent and less complex tax legislation.  

Special measures on tax compliance for SMEs 

An enterprise’s prior year corporate tax liability determines whether the enterprise is 
considered as an LSE (> EUR 200 000) or a small-sized enterprise (< EUR 200 000) 
for preliminary tax purposes. If an enterprise with a December year end is considered 
to be large, the enterprise will need to make an advance payment in June of the year, 
in November of the year and in September of the following year. If an enterprise with 
a December year end is considered to be small, the enterprise will only need to make 
a payment in November of the year and September the following year. This might give 
the result of easing the compliance burden for small-sized enterprises.  

Furthermore, there is an exemption from filing iXBRL financial statements if certain 
criteria (total assets less than EUR 4.4 million, turnover less than EUR 8.8 million and 
less than 50 employees) are met. 

VAT framework 

Tax compliance obligations and processes 

Considering the fact that eight boxes have to be filled in, the Irish VAT return is not 
considered as complex or extensive. The VAT returns have to be submitted online 
through the Revenue Online System. Only in very limited circumstances, an exception 
is made to this obligation. Although the Irish VAT return is rather simple, the cost for 
VAT compliance for LSEs is above the country average. This could be attributed to the 
volume of the transactions which LSEs have to report. LSEs will also have more 
extensive VAT obligations, such as the filing of EC Sales Listings and Intrastat returns.  

Enterprises are also obliged to file an annual Return of Trading Details, which is a 
summary of trading for the year split by the various VAT rates. This can be quite 
cumbersome to complete for certain taxable persons. 

Nonetheless, our findings show that only 34% of the respondents find the VAT 
compliance in Ireland irritating whereas the country average is 44%.190  

                                                   
187  See Figure 43. 
188  See Figure 47. 
189  See Figure 5. 
190  See Figure 16. 



Study on tax compliance costs for SMEs  

92 

Tax accounting and documentation requirements 

Apart from the annual Return of Trading Details, taxable persons in Ireland are not 
required to file accounting information as part of the VAT return. However, this 
information may be requested at a later date and should thus be, at any given 
moment in time, available. 

Complexity and changes of tax legislation 

Guidelines are available on the website of the tax authorities in English and in Irish. 
The VAT law hasn’t changed since the EU harmonised the place of supply rules in 
2010. Apart from transposing EU changes, the Irish VAT law remains consistent.  

Simplification measures and registration thresholds 

Micro- and small-sized enterprises which do not exceed a certain annual turnover 
threshold, i.e. EUR 37 500 and EUR 75 000 depending on the activity, are not obliged 
to register for VAT purposes in Ireland. Only Irish enterprises can benefit from this 
threshold. 

Reduced frequency arrangements for VAT returns are available for smaller enterprises 
with low tax liabilities. Medium-sized enterprises can benefit from modified similar 
provisions. These measures are seen as improving the cash flow of enterprises and 
reduce the cost of administration through less frequent filing.  

Foreign enterprises (SMEs or LSEs) are usually required to register as soon as they 
have any taxable turnover in Ireland where reverse charge does not apply.  

Foreign enterprises which only perform distance sales in Ireland are, however, not 
obliged to register for VAT if the annual turnover resulting from this activity is less 
than EUR 35 000.  

For most enterprises bi-monthly returns are required. However, smaller enterprises 
with an annual VAT liability of less than EUR 3 000 need only file their VAT return on a 
six monthly basis and enterprises with an annual VAT liability between EUR 3 001 and 
EUR 14 400 can submit their VAT return every four months. 

Other taxes 

Next to VAT and CIT, the most burdensome taxes in Ireland are wage related taxes 
and contributions (as in most of the other countries covered by the Study) and 
property and real estate taxes.191 In Ireland, payroll related returns include a monthly 
and annually filing.  

Tax registration requirements 

Setting up a private or public limited enterprise in Ireland is rather straightforward 
and can be completed within one week if a standard constitution is used.  

The enterprise must be registered with the Companies Registration Office by 
completing and filing a Form A1 and submitted together with a constitution. 
Furthermore, once registered, enterprises in Ireland may use the Companies Online 
Registration Environment. On this portal, they can check the status of their 
enterprise’s compliance, receive notification of filings for their enterprises and file 
documents online. 

Interaction with tax authorities 

One of Irish Revenue’s key aims is to make tax compliance processes easier and less 
costly through further use of digital channels. Whilst the Irish Revenue website 
already provides the taxpayers with a lot of useful information in English with regard 
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to compliance, Ireland will still improve the use of this website by personalising the 
interface to the needs of individual taxpayers.  

As the effective national working language in Ireland is English, all content with 
respect to the VAT compliance is available in English (as well as Irish) on the website 
of the tax authorities. Limited information is available in a range of other languages. 

Conclusions 

Good practices 

We believe that the low TETCC results from the following good practices:  

• Relatively straight forward and stable tax legislation providing certainty to (foreign) 
taxpayers. 

• An easy CIT and VAT return format reducing the time required to prepare the 
return (and need to outsource). 

• The Irish Revenue website which provides the taxpayers with a lot of useful 
information (in English). 

• The frequency of advance CIT pre-payments that depends on the enterprise’s prior 
year’s tax liability, facilitates the easing of the compliance burden for small-sized 
enterprises. 

• The availability of simplification measures for SMEs as regards VAT registration and 
the filing of iXBRL financial statements. 

Areas for improvement 

Although Ireland seems to have good tax practices, it is possible that the following 
areas could benefit from measures to reduce the compliance burden: 
 
• A reduction of the number of VAT filings for SMEs, including the annual Return of 

Trading Details. 
• A more cooperative approach of the tax authorities with more face-to-face contact 

for smaller enterprises that are less digitalized. 

7.2.11 Italy 

Key quantitative findings 

TETCC  

Italian enterprises recorded higher average TETCC than their European peers covered 
by the Study. Especially LSEs bear much higher TETCC than their European peers.192 
However, with regard to CIT, micro-sized enterprises and LSEs seem to have lower 
CIT compliance costs than the country average of the countries covered by this 
Study.193  

Also, Italian enterprises recorded VAT compliance costs that are slightly lower than the 
country average, except for LSEs that report higher VAT compliance costs.194 As a 
result, the difference is coming from the other burdensome taxes which have 
significantly higher tax compliance costs for LSEs compared to the country average of 
the Study. 

When looking at the country ranking of  TETCC , Italy is located in the second half of 
the group, representing rather high TETCC.195 After controlling for differences in 
enterprise characteristics, Italy is doing a bit better.196  
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Relative burden of tax compliance 

When looking at the ranking using relative TETCC (Ratio 1 - TETCC to turnover), Italy 
scores close to average, on place 12 out of 20.197 On the other hand, as regards the 
IETCC to turnover ratio, Italy ranks 6th out of 20 and thus well below the country 
average.198  

CIT framework 

Tax compliance obligations and processes 

Almost 45% of the respondents in Italy consider the management of tax processes as 
very burdensome. Only 3% do not find them burdensome. Italy is the country with the 
highest percentage of people finding the tax processes burdensome.199  

The Italian CIT is based on the total net income reported in the Statutory Financial 
Statements, duly adjusted according to the specific tax rules. The CIT return does not 
include any attachment, but it consists in a standard form of tax return, with specific 
sheets (“quadri”). The CIT package is the same for every type of enterprise, but 
enterprises which have annual revenues below EUR 7.5 million need to file additional 
files called “industry surveys”. These have probably caused the increase in CIT 
compliance costs for small-sized enterprises.  

An Italian enterprise must file annual CIT returns electronically within nine months 
following the end of the financial year. Two advance payments of CIT are also required 
and are calculated based on the amount of CIT paid in the previous year. The first 
instalment is 40% of that amount, the second 60%. As the amount of CIT paid in the 
previous year is easily known, we consider the calculation of advance payments as not 
burdensome.  

Furthermore, domestic consolidation is available to a parent enterprise and its resident 
subsidiaries that are under its direct or indirect control. If certain requirements are 
met, a worldwide tax consolidation regime is available, under which all foreign 
controlled enterprises can be included in the tax group (“all in-all out” principle). 

In Italy, it is possible to offset taxes due with a VAT credit, but this needs to be 
certified by the public accountant. This might cause some extra work.  

Based on the above, there are some negative influences such as the industry surveys, 
a non-individualised CIT return, no automatic offsetting of taxes that might be the 
reason for the high proportion of Italian enterprises considering the management of 
tax processes as very burdensome.  

Tax accounting and documentation requirements 

The tax accounting and documentation processes are considered as very burdensome 
or burdensome by 58% of the Italian respondents to the survey.200 Probably the fact 
that tax compliance obligations increased and that the same information is asked 
several times, is feeding that perception. 

TP documentation requirements were introduced in 2010. Italian enterprises may 
choose to, but they are not obliged to, communicate to the Italian Revenue Agency 
the existence of proper TP documentation in the annual income tax return (in a 
dedicated box). Therefore, the preparation, as well as the disclosure, of TP 
documentation is not mandatory. Should the Italian tax authorities ask for this TP 
documentation, the submission of the proper documentation to the tax authorities 
must be executed within ten days from the specific request.  
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As from reporting period 2016, the Country-by-Country Reporting obligations apply to 
groups with a consolidated turnover of over EUR 750 million.  

Complexity and changes of tax legislation 

Approximately 70% of the respondents in Italy consider the complexity of tax laws as 
very burdensome, which is the highest percentage recorded compared to the other 
countries in the Study.201 Only 1% of the respondents consider the complexity of tax 
laws as not burdensome. Italian tax Law is subject to constant changes and tax rules 
are often very obscure and difficult to understand. Besides, Italian tax authorities keep 
introducing more and more tax compliance. The complexity of the Italian CIT 
legislation, is certainly one of the reasons why the CIT compliance costs for SMEs are 
high.  

Special measures on tax compliance for SMEs 

In Italy, smaller enterprises are allowed to draw up Statutory Financial Statements 
adopting a simplified format. 

Furthermore, the Italian government implements measures mainly aimed at 
supporting the creation of businesses by young and/or female entrepreneurs. The new 
legislation applies to small-sized enterprises that are enrolled in a specific section of 
the Business Register reserved for “innovative start-up enterprises” as well as to 
individuals willing to incorporate an innovative start-up enterprise in Italy. 

Further, the 2015 Stability Law introduced a simplified and favourable tax treatment 
for minor self-employed businesses with relatively low annual turnover (between EUR 
15 000 and EUR 40 000) and, from 2019, the corporate tax reform will aid greater 
compliance simplicity for SMEs through harmonisation of the tax rate. 

VAT framework 

Tax compliance obligations and processes 

In Italy, the VAT return is very detailed and includes a significant amount of 
information. The Italian VAT return counts 20 pages, or eight in case simplification 
measures apply. Further, it should be noted that the Italian VAT authorities regularly 
introduce new tax compliance requirements. This trend is perceived as burdensome 
and is accordingly reflected in our findings whereby 56% of the respondents in Italy 
stated that they find the VAT compliance rather or very irritating whilst the country 
average is almost 44%.202  

If the conditions are met, EC Sales Listings and Intrastat returns have to be filed. An 
annual VAT return should also be filed. 

Tax accounting and documentation requirements 

Additional VAT formalities are required in Italy since 2017. As from this date the VAT 
balances and data for invoices issued and received, should be communicated on a 
quarterly basis. 

Complexity and changes of tax legislation 

The Italian tax rules are often very obscure, complex and changing. In combination 
with an increasingly demanding tax compliance, the VAT compliance is very 
burdensome. This is also reflected in our findings. Note, however, that the cost for 
VAT compliance is considered as average in comparison to the  average of the other 
countries in the Study. The average labour costs may play a role. 
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Simplification measures and exemption thresholds 

As from 2012, micro- and small-sized enterprises can opt for a special tax regime. 
This special tax regime is only applicable for new enterprises (start-ups) whose annual 
turnover is lower than EUR 30 000 (increased to EUR 65 000 from 2014). In keeping 
with the provisions of the SME scheme in the VAT Directive, taxable persons falling 
within the scope of application of this regime have no VAT compliance obligations. 
Enterprises may still voluntarily register for VAT if they are below the threshold.  

Apart from this special tax regime, several administrative simplifications, relating to 
invoicing, record keeping and remittance of tax, apply to “minor taxable persons”. To 
qualify as such, the annual turnover must not exceed EUR 400 000 in case of services 
or other exceptions and EUR 700 000 in other cases. Retail sellers and other small-
sized taxable persons who sell goods in certain authorised premises, through vending 
machines or door-to-door, are not required to keep detailed records of VAT charged.  

Foreign enterprises which perform distance sales in Italy can benefit from 
simplification measures if the annual turnover from this activity is less than EUR 
35 000 in accordance with the EU distance selling rules.  

Although the Italian tax law foresees many simplifications measures for micro- and 
small-sized enterprises, our survey findings reveal that the VAT compliance costs for 
Italian taxable persons in general are not much lower than in the other countries 
covered by the Study. 

Other taxes 

The property and real estate tax, environmental related taxes and local and regional 
taxes are indicated as the most burdensome taxes other than VAT and CIT. Unlike 
other countries, the wage related taxes and contributions were mentioned far less 
frequently.203  

The Regional Tax on Productive Activities (Imposta regionale sulle attività produttive 
(IRAP)), which is categorised under the local and regional taxes, might be the reason 
why the local and regional taxes are so burdensome, since there are a lot of rules for 
its calculation. In particular, there are different computation methods of the IRAP 
taxable basis, depending on the nature of the enterprise carried out by the taxpayer. 
Furthermore, there is an obligation to annually file a tax return for IRAP purposes, 
together with CIT return.  

Effective since 1 January 2014, the main municipal taxes related to real estate 
properties have been aggregated under the single definition of Imposta Unica 
Comunale, the Unified Municipal Tax. This tax is composed of the three following 
components. 

• Imposta Municipale Unica, the Municipal Property Tax, which is categorised under 
the property and real estate taxes. Depending on the municipality and status of the 
taxpayer, the tax rate can be increased or decreased. The taxable base is generally 
determined on the basis of the so called “cadastral value”. 

• Tassa sui Servizi Invisibili , the Municipal Tax for Indivisible Services, which is also 
categorised under the property and real estate taxes. Tassa sui Servizi Invisibili is 
the new local tax introduced to finance certain general services provided by the 
Municipality (e.g. lighting, road maintenance, etc.). It is a service tax due by real 
estate owners and by tenants, except for immovable properties aimed as private 
properties. 

• Tassa sui Rifiuti, the Municipal Waste Tax, which is categorised under the 
environmental related taxes. It is due entirely by the user of a real estate property 
(owner or, in case of lease contract, tenant).  
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Should an enterprise have a seat in several municipalities, the computation of the 
above-mentioned taxes becomes quite complex due to the variety of rules and rates 
to be considered. Also in the past the Italian property taxation system has been 
subject to various changes but seems now to be stabilised. 

Tax registration requirements 

After registering for enterprise law purposes, Italian start-ups must electronically file a 
single notice (“Comunicazione Unica”) with the Register of Enterprises which will 
automatically register the enterprise for the tax identification number and VAT 
number, and process the enterprise with the Social Security Administration and 
Accident Insurance Office. We consider this OSS as a good initiative to mitigate the 
TETCC at the beginning of the life of an enterprise. 

Interaction with tax authorities 

Italian tax authorities provide for an English version of the Italian Revenue Agency 
website. However, all tax forms are only available in Italian. As a consequence, almost 
all foreign enterprises need to seek help from an Italian tax adviser which results in 
higher TETCC.  

With respect to VAT compliance, basic information in English is available on the 
website of the Italian tax authorities.  

Conclusions 

Good practices 

Based on the above, we believe that the following good practices are worth 
mentioning for Italy: 

• An easy computation of advance payments of CIT, based on the amount of CIT 
paid in the previous year avoiding complex calculations. 

• Simplified VAT and CIT measures for start-ups reducing the compliance burden. 
• The OSS for the registration of new enterprises avoiding that taxpayers have to 

register multiple times. 

Areas for improvement 

Taxation in Italy is levied at national, regional and municipal levels. Due to the 
number of separate taxes that Italian enterprises are required to pay, the number of 
reports and returns they have to submit, Italy is a very complex jurisdiction from a tax 
perspective, with only basic information in English available on the website of the 
Italian tax authorities.  

The following areas could benefit from measures to reduce the compliance burden:  

• Refraining from regularly introducing new tax compliance requirements, providing 
more certainty to taxpayers. 

• Exchange of information among (tax) authorities so that the same information only 
has to be provided once. 

• The introduction of automatic offsetting of tax receivable with tax (VAT) payable, 
reducing reimbursement procedures. 

• Simplification, or reconsidering the necessity, of industry-surveys which constitute 
an additional burden for SMEs. 

• Simplification of the rules for the IRAP which are considered very burdensome. 
• Availability of detailed guidelines and forms in English so that foreign enterprises 

can more easily comply with the required tax obligations. 
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7.2.12 Luxembourg  

Key quantitative findings 

TETCC  

Luxembourg enterprises recorded smaller average TETCC than their peers in the 
Study.204 Especially for the LSEs there is a significant lower average TETCC compared 
to the other countries in the Study. The lower tax compliance costs of Luxembourg 
enterprises are material for both CIT and VAT but there is a significant difference in 
the CIT compliance cost for LSEs since their tax compliance costs in Luxembourg are 
astonishingly low. However, it should be noted that for medium-sized enterprises the 
average compliance costs for CIT are slightly higher compared to the average of the 
other countries in the Study.205  

When looking at the country ranking based on  TETCC (calculated through the SCM), 
Luxembourg is situated on the seventh place.206 Also after controlling for differences in 
enterprise characteristics, Luxembourg stays within the same range.207  

Relative burden of tax compliance 

Enterprises in Luxembourg bear the lowest total relative burden regarding all taxes. 
Indeed, when looking at the country ranking based on the relative TETCC (Ratio 1 – 
TETCC to turnover), Luxembourg is the best student among its European peers in the 
Study, recording the lowest TETCC.208 

When looking at the country ranking based on relative IETCC, Luxembourg is also 
presenting a low percentage in the IETCC to turnover ratio. The relative burden of 
complying with indirect tax obligations in Luxembourg is the fifth lowest of the 
countries in scope of the Study.209  

CIT framework 

Tax compliance obligations and processes 

The Luxembourg CIT form is standardised for every type of enterprise. However, 
depending on the activity of the enterprise, it is possible that one enterprise should 
include more appendices than others. In general it suffices to calculate the CIT on the 
statutory accounting result. However, in some cases it is necessary to make certain 
tax adjustments and to compute a separate tax balance sheet. 

The balance sheet and profit and loss account should be prepared in the standardised 
‘Plateforme électronique de Collecte des Données Financières’ format. However, for 
important positions the standardised format does not suffice and the enterprise has to 
prepare a detail of the relevant accounts in a specific format. 

As noted above, CIT compliance costs for medium-sized enterprises are slightly higher 
than the average of the other countries in the Study. Compliance costs for LSEs are, 
however, astonishingly low compared to the  average of the other countries in the 
Study. The absence of complex provisions like thin capitalisation rules and CFC 
regulations, is a possible explanation for the low CIT compliance costs for LSEs in 
comparison to the LSEs in other countries in scope of the Study. On the other hand, 
the medium-sized enterprises often apply more specific and complex tax incentives 
(such as the investment tax credit for example). These tax incentives may entail more 
complex and time-consuming calculations, which have a negative effect on the CIT 
compliance costs.   

                                                   
204  See Figure 82.  
205  See Figure 83 and Figure 84. 
206  See Figure 109. 
207  See Figure 38. 
208  See Figure 28 and Figure 109. 
209  See Figure 29. 
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It is also worth mentioning that more than 33% of Luxembourg enterprises do not 
outsource any of their tax activities.210 This is a rather high percentage compared to 
their peers in the Study and may be the result of a rather easy CIT return. This might 
also additionally explain why Luxembourg LSEs recorded a small average CIT 
compliance costs.  

The Study showed that only 68% of the Luxembourg enterprises submit their CIT form 
electronically. This is substantially below the country average.211 The reason for this 
low percentage is that the electronic filing was not yet mandatory in 2014 (when the 
Study was performed). The electronic filing of the CIT return became mandatory as 
from fiscal year 2017.  

Advance payments of CIT are due quarterly. The amount of the advance payment is 
based on the previous tax assessment. This method of calculation might also be an 
explanation for lower CIT compliance costs in Luxembourg, since it is a standardised 
and straightforward method. It is not as time-consuming as making a real estimation 
of the tax that will be effectively due regarding a specific taxable year. 

Tax accounting and documentation requirements 

Almost 80% of the respondents to the survey perceive the tax accounting and 
documentation processes in Luxembourg as burdensome or slightly burdensome.212 
We believe that the transfer of electronic accounting data for VAT purposes (see 
below) and the TP rules may create this perception. 

In Luxembourg, TP rules are already in place since 2011 for intra-group financing 
activities and since 2015 for every intra-group transaction. All these intra-group 
transactions’ prices should be supported by TP documentation. It is, however, not 
required to submit these disclosures together with the annual tax return.  

Special attention is paid to TP registration for financing enterprises. Financing 
enterprises have an obligation to conduct a TP report. The financing enterprises do not 
have to file the TP documentation to the Luxembourg tax authorities. However, it is 
recommended to enclose proper TP documentation to the CIT return for every 
significant intra-group transaction. The documentation can be filed in English, German 
and French. 

In case the TP documentation is not voluntarily filed together with the CIT return, the 
tax authorities can request the supporting documentation. There is no official deadline 
stipulated in the law to provide the tax authorities with these documents. However, 
practice shows that in general the enterprise will have to provide the tax authorities 
with the requested information within one month.  

Complexity and changes of tax legislation 

50% of the respondents in Luxembourg consider the complexity of tax laws as 
somewhat burdensome. Only 5% of the respondents consider it as not burdensome at 
all.213 Indeed, the survey made clear that Luxembourg tax law regularly changed over 
the past years and has become more complicated over time.  

The Minimum Corporate Income Tax can serve as an example here. The Minimum 
Corporate Income Tax has been introduced in 2013 and is due by all enterprises that 
have their statutory seat or place of effective management in Luxembourg. In 2016 
the Minimum Corporate Income Tax has been abolished and replaced by a minimum 
Net Wealth Tax. 

                                                   
210  See Figure 5. 
211  See Table 7. 
212  See Figure 45. 
213  See Figure 43. 
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Special measures on tax compliance for SMEs 

Luxembourg does not have any special regimes in place for SMEs regarding tax 
compliance formalities. The CIT package looks the same for all sizes of enterprises. 
There are special tax regimes in place for SMEs, but nothing regarding the tax 
compliance process itself.  

VAT framework 

Tax compliance obligations and processes 

The length and the complexity of the VAT return in Luxembourg is not considered as 
more burdensome than the other countries in the Study. Nonetheless, our findings 
show that 51% of the respondents find the VAT compliance in Luxembourg rather or 
very irritating, which is higher than the country average.214 Luxembourg enterprises 
report the third highest proportion of costs allocated to the data collection for the VAT 
return (71%, while the overall country average is 55%). This might be due to the fact 
that ERP systems of the Luxembourg enterprises are not always set up to gather 
information for the preparation of the VAT returns. Also the number of VAT rates may 
complicate the set-up of ERP systems. Moreover while interpreting these findings, the 
economic climate of Luxembourg should be taken into account. Luxembourg is known 
for the subsidiaries and branches which are part of a group often using software 
granted by their head-office that is not configured to the local VAT rules and 
accounting standards. Also the increase in VAT audits may have caused the irritation. 

VAT returns should be filed electronically, on a monthly or quarterly basis (in addition 
to the annual recapitulative VAT return), by taxable persons registered for VAT 
purposes under the standard regime.  

Tax accounting and documentation requirements 

In Luxembourg, the VAT authorities are entitled to request the transfer of electronic 
accounting data for the purpose of a VAT audit in compliance with the SAF-T 
standards, from any taxable person using an electronic bookkeeping system.  

Complexity and changes of tax legislation 

Luxembourg VAT law is considered as non complex and a summary of the VAT rules is 
available in English on the Luxembourg VAT authorities’ website.  

Simplification measures and exemption thresholds 

A threshold applies for enterprises established in Luxembourg whose annual turnover 
does not exceed EUR 30 000. These enterprises do have to register for VAT purposes 
but may, under certain conditions, be exempt from an obligation to charge VAT upon 
their supplies. There is no specific regime applicable to foreign enterprises. 

Foreign enterprises which only perform distance sales in Luxembourg are not obliged 
to register if the annual turnover from this activity is less than EUR 100 000 in 
accordance with the terms of the EU distance selling rules. 

Other taxes 

Next to VAT and CIT, wage related taxes and contributions and property and real 
estate taxes are considered as burdensome taxes in Luxembourg. However, they have 
not been mentioned that frequently.215  

The survey showed that also wealth and inheritance taxes are considered as 
burdensome. This is quite unique and specific to the Luxembourg tax system. 

                                                   
214  See Figure 16. 
215  See Figure 124. 



Study on tax compliance costs for SMEs  

101 

Luxembourg resident enterprises are indeed subject to an annual Net Wealth Tax  on 
the fair market value of their net assets as of 1 January of each year. 

Tax registration requirements 

A new Luxembourg enterprise has to register itself with the Trade and Companies 
Register by lodging their constitutional documents for publication processes.  

Interaction with tax authorities 

With respect to the language of the available information, we note that in the field of 
CIT compliance requirements, specific information is available in English on the 
website of the Luxembourg government. However, the CIT form itself is only available 
in French. Since there is no official translation of the CIT form available, it is rather 
difficult for foreign enterprises to file it without the help of a tax advisor. 

Information with respect to the VAT compliance is provided by the tax authorities in 
Luxembourg and is easy accessible for local enterprises as well as foreign enterprises. 
Moreover the VAT return and other documents are available in English. In the past, 
the VAT authorities have shown great flexibility but the specialisation of the VAT 
offices triggered an increase of the VAT audits.  

Conclusions 

Good practices 

As a conclusion, Luxembourg reports a low TETCC compared to the other countries in 
the Study, especially for LSEs. Based on the information available, we believe that this 
might be explained by the following elements:  

• A standard and easy CIT package, resulting in a low outsourcing percentage and 
cost. 

• A straight forward computation of advance CIT payments based on the prior year 
avoiding calculations to be prepared by the taxpayer. 

• The availability of information in English. 

Areas for improvement 

Although Luxembourg seems to have good tax practices, it is possible that the 
following areas could benefit from measures to reduce the compliance burden:  

• Less frequent changes in tax law offering more certainty to taxpayers. 
• A reduced number of VAT rates which may ease the set-up of ERP systems 

(accounting and bookkeeping software) and data collection, and improve the 
automated preparation of VAT-returns. 

7.2.13 Netherlands  

Key quantitative findings 

TETCC 

Dutch enterprises record smaller average TETCC  than their peers in the Study, for all 
sizes of enterprises.216 Especially micro- and small-sized enterprises incur significantly 
lower tax compliance costs for both CIT and VAT, compared to the other countries 
covered by the Study. However, for CIT the compliance costs for LSEs are close to the 
country average.217 

When looking at the country ranking based on  TETCC (calculated through the SCM), 
the Netherlands are situated on the fourth place.218 After controlling for differences in 

                                                   
216  See Figure 85. 
217  See Figure 86 and Figure 87. 
218  See Figure 109. 
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enterprise characteristics, compliance costs for the average enterprises in the 
Netherlands are similar to enterprises in the baseline country Ireland.219 

Relative burden of tax compliance 

With respect to the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), the Netherlands are ranked on the sixth place, with a well below average 
percentage.220 When looking at the country ranking based on relative IETCC the 
Netherlands registered a lower than average IETCC to turnover ratio.221 

CIT framework 

Tax compliance obligations and processes 

The Dutch CIT form is standardised for every type of enterprise. However, the more 
items that are included in the tax return, the more it will expand. Once the taxpayer 
states that he wants to include a certain item (i.e. “tick the box”), he will receive extra 
questions on that topic in its tax return. Micro- and small-sized enterprises will only fill 
in the standard form. 

In principle, the CIT returns are based on statutory accounts of the enterprise, but 
adjustments need to be made (e.g. difference in tax depreciation rules) to arrive at 
the tax balance sheet. In this regard it is interesting to mention that the experience 
shows that for micro- and small-sized enterprises the tax balance sheet does not 
deviate that much from the statutory accounts. Certain micro- and small-sized 
enterprises are allowed to file their tax balance sheet as their statutory accounts. For 
medium-sized enterprises and LSEs there will be more deviations between the 
statutory accounts and the tax balance sheet, since more adjustments will have to 
take place. 

The tax balance sheet should be included in the CIT return itself in a standardised 
format. Based on the above, this will be less time-consuming for micro- and small-
sized enterprises, since the statutory accounts can mainly be transferred into the tax 
balance sheet. This can also be supported by the fact that Dutch enterprises report the 
lowest proportion of costs allocated to the data collection (29%, while the overall 
country average is 50%). For medium-sized enterprises and LSEs this will be a more 
complex and time-consuming process. This could possibly explain the higher 
compliance costs for CIT purposes for LSEs.  

In this regard it is worth mentioning that small-sized enterprises will be required to 
prepare their statutory accounts in Extensible Business Reporting Language (XBRL) 
format as from financial years starting on or after 1 January 2016. This facilitates a 
more automated (and thus cheaper) process for the preparation of CIT returns. For 
medium-sized enterprises, this will be the case as from 2017 and for LSEs as from 
2018 (barring an exemption for listed enterprises). 

Formally, the CIT return is only one document without any attachment. The CIT return 
includes a reconciliation between the commercial profit and the taxable amount, a 
general questionnaire, the commercial and tax balance sheet and profit and loss 
account, details on the shareholder and subsidiaries, an overview of net-operating 
losses and foreign taxes/tax relief. 

The Study showed that only 73% of the Dutch enterprises submit their CIT form 
electronically.222 There is no explanation available for this rather low result, since the 
Dutch tax authorities will only accept electronic filing. It could be that the respondents 
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to the survey misinterpreted the question in case tax compliance work is outsourced 
and the service provider filed the tax return electronically. 

Advance assessments may be imposed during the tax year. These are based on a 
provisional CIT assessment issued by the Dutch tax authorities. The enterprise should 
check and adjust (if required) the provisional assessment. If a preliminary assessment 
is higher than the final assessment, the excess is refunded (with interest), while if a 
preliminary assessment is lower than the final assessment, the shortfall is payable 
(with interest). This method is efficient, since the first provisional assessment of the 
advance pre-payment is made by the Dutch tax authorities. 

The Netherlands have a high percentage of enterprises that outsource their tax 
compliance obligations. More than 75% of the Dutch enterprises surveyed outsource 
some or all of their tax compliance work.223 There are multiple reasons available that 
could explain the rather high outsourcing rate: the complexity of the CIT return, the 
price for tax compliance work and the online filing procedure. The CIT return is often 
included in a package of services provided by an external adviser. The rather high 
outsourcing rate apparently does not have such a great impact on CIT compliance 
costs, since Dutch enterprises recorded rather low CIT compliance costs compared to 
their peers in the Study. This relatively high outsourcing rate could be a possible 
explanation for the rather low irritation cost. Only 29% of the respondents find CIT 
compliance rather or very irritating in the Netherlands, which is well below the country 
average of almost 40%. 

Finally, it is worth mentioning that Dutch corporate taxpayers can offset taxes payable 
and receivable easily. On the other hand, in case the enterprise is entitled to claim a 
refund, this appears to be very burdensome. 

Tax accounting and documentation requirements  

In the Netherlands, 70% of the respondents to the survey consider the tax accounting 
and documentation requirements burdensome or somewhat burdensome. 20% of the 
respondents perceive them as not burdensome at all.224 This is a good score compared 
to the other countries of the Study. The fact that no accounting information should be 
filed with the VAT return (see below) and that no formal attachments should be 
included with the CIT return could be the reason for this score. 

With respect to TP, the annual Dutch CIT return includes one question on whether 
there are any transactions with related enterprises. In case the enterprise has some 
transactions with related enterprises, a brief description needs to be included on the 
CIT return.  

The Dutch tax authorities may request the supporting documentation. In principle, the 
enterprise has to provide it within 30 days of the request. However, this may be 
extended by the Dutch tax authorities depending on the complexity of the case.  

Complexity and changes of tax legislation 

More than 75% of the respondents in the Netherlands consider the complexity of tax 
laws as burdensome or somewhat burdensome. Only 7% has indicated “very 
burdensome”. This is again a good score compared to the other countries surveyed.225 
There have been many changes in law, especially around the application of the 
participation exemption for income from qualifying shareholdings and restrictions on 
the deductibility of interest which have become more and more complex. However, 
these rules may be more relevant to LSEs.  
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Special measures on tax compliance for SMEs 

The CIT package looks the same for all sizes of enterprises. SMEs can often benefit 
from a lower CIT rate of 20% (instead of 25%), which applies to the first EUR 200 000 
of taxable profits.  

Specifically regarding compliance formalities, it is worth mentioning that smaller 
enterprises may, instead of applying the innovation box regime, opt to attribute 25% 
of profits (with a maximum of EUR 25 000) to the innovation box without any 
substantiation. LSEs have to make a detailed calculation in order to apply the 
innovation box regime.  

Moreover, there is an investment allowance for SMEs who invest up to a maximum of 
EUR 312 176 (2017). 

VAT framework 

Tax compliance obligations and processes 

The Dutch VAT return is neither complex nor extensive. Only a few boxes have to be 
filled out, regardless of the turnover of the taxable person. All incoming transactions 
irrespective the applied VAT rate or the application of the reverse charge method, 
have for example, to be reported in the same box of the Dutch VAT return. In light of 
these circumstances, it should be noted that only 30% of the respondents find VAT 
compliance rather or very irritating in the Netherlands, which is 14% under the 
country average.226 This could also explain the low VAT compliance costs in the 
Netherlands. The VAT return has to be filed electronically on a monthly or quarterly 
basis. 

A monthly/quarterly EU Sales Listing is applicable in case an entrepreneur supplies 
goods/services to other EU Member States. Also a monthly Intrastat return should be 
filed in case the deliveries/receipts to/from other EU Member States amounts to more 
than EUR 1.5 million per year. 

Tax accounting and documentation requirements 
Accounting information does not have to be filed by taxable persons in the 
Netherlands. Nonetheless, accounting information can, in case of a VAT audit, be part 
of the audit and should thus be provided if required. In this case, however, there are 
no document requirements.  

Complexity and changes of tax legislation 
In the Netherlands, the tax law is perceived as quite difficult. This is foremost due to 
the limited VAT recovery rules. Especially LSEs with certain activities will be subject to 
these rules and will therefore outsource their VAT compliance. This will drive VAT 
compliance costs up.  

Simplification measures and exemption thresholds 

Simplification measures are in place for small-sized enterprises for which the amount 
of VAT payable per year does not exceed EUR 1 883. When opted for, these 
enterprises can be exempt from certain administrative obligations. 

Foreign enterprises which only perform distance sales in the Netherlands can benefit if 
they do not exceed an annual threshold of EUR 100 000 in accordance with the EU 
distance selling rules.  
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Other taxes 

Next to VAT and CIT, wage related taxes and contributions and property and real 
estate tax are considered as burdensome in the Netherlands.227 Regarding wage 
related taxes a possible explanation could be the fact that the relevant laws are 
extremely detailed, which makes the computation quite burdensome. With respect to 
property and real estate tax a possible explanation might be that the calculation of the 
tax is based on the value of the property. There is a lot of discussion on this valuation 
topic.  

Tax registration requirements 

In the Netherlands registration in the Business Register is compulsory for every 
enterprise.  

The Dutch Tax and Customs Administration uses the registration in the Business 
Register to determine which taxes the enterprise will be required to pay. 

Within a few weeks after registration, the Dutch Tax and Customs Administration will 
send a letter outlining the relevant information to the enterprise. The enterprise does 
not need to submit a separate request for a VAT number. Before the enterprise can 
hire employees, they will first need to register as an employer for social security 
purposes with the Dutch Tax and Customs Administration.  

Interaction with tax authorities 

With respect to the language of available information, we note that in the field of CIT 
compliance requirements, specific information is available in English on the website of 
the Dutch government.  

Communication with the Dutch tax authorities can currently be carried out remotely by 
telephone or via the tax portal through a simple on-line login. The CIT return can also 
be found within this portal. The Dutch tax authorities are continuously developing 
means to improve communications with taxpayers, including on-going effort to make 
the online portal more efficient and effective. 

In this respect it is worth mentioning that the working method of the Dutch tax 
authorities is changing towards a more horizontal monitoring (instead of the more 
traditional vertical monitoring). Horizontal monitoring is based on mutual trust, 
understanding and transparency between the enterprise and the Dutch tax authorities. 
This means that the tax authorities will no longer work retrospectively, with a possible 
audit after filing the CIT return. By applying horizontal monitoring, the Dutch tax 
authorities try to arrive at a method of compliance together with the enterprise 
(cooperative compliance).  

With respect to VAT compliance, large parts of the website of the Dutch tax authorities 
are available in English. There is enough information available for foreign taxable 
persons to get acquainted with VAT compliance requirements in the Netherlands. 

Conclusions 

Good practices 

The Netherlands is among the best in class as regards the absolute and relative TETCC 
but also as regards the perception that taxpayers have with respect to the tax 
compliance burden. This is likely the result of following good practices for the 
Netherlands.  

• The length of the CIT form is adapted to the situation of the taxpayer and also the 
VAT return is not extensive, increasing efficiency from the point of view of the 
taxpayers. 
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• The advance CIT payments are based on an assessment made by the Dutch tax 
authorities, the taxpayer only needs to verify the proposed amounts. 

• CIT and VAT compliance requirements are available on the website of the Dutch 
Government in English. 

• The Dutch tax authorities follow a cooperative compliance approach, reducing the 
risk of lengthy tax audits, litigation, etc. from the point of view of the taxpayer. 

Areas for improvement 

Although the Netherlands seems to have good tax practices, it is possible that the 
following areas could benefit from measures to reduce the compliance burden:  

• A simplification of the VAT rules reducing the need for taxpayers to outsource their 
VAT compliance obligations. 

7.2.14 Poland 

Key quantitative findings 

TETCC 

Polish SMEs recorded similar average TETCC compared to their peers covered by the 
Study, while LSEs incurred much higher average TETCC. This is due to the VAT 
compliance which is significantly more burdensome for Polish LSEs compared to the 
average of the LSEs in the Study. Medium-sized enterprises recorded higher 
compliance costs for VAT and CIT than their European peers228 while their TETCC  are 
similar to their European peers. This implies that the other burdensome taxes 
positively impacted the TETCC in comparison to the medium-sized enterprises of the 
other countries in the Study. 

When looking at the country ranking based on TETCC (calculated through the SCM), 
Poland is on the ninth place229, likely benefitting from low labour costs. After 
controlling for differences in enterprise characteristics, Poland is still within the same 
range.230 

Relative burden of tax compliance 

When looking at the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), Poland is taking the last place (20th place), with a TETCC to turnover ratio 
being well above the average.231 This means that there is a considerable difference 
between the burden of TETCC relative to turnover and the  TETCC in Poland; the  
TETCC being within the average. Also the burden to comply with indirect taxes is the 
highest in Poland.232 While direct taxes require higher compliance efforts than indirect 
taxes in all countries, in Poland the relative burden of complying with indirect tax 
obligations compared to the relative burden of complying with direct tax obligations 
was higher compared to the other countries in the Study. 233 

CIT framework 

Tax compliance obligations and processes 

The starting point for computing the taxable profit is the profit before tax in the Polish 
statutory financial statements. This is then subject to tax adjustments. All legal 
enterprises need to file this CIT return annually. The form is the same for all 
enterprises so there is no difference between larger and smaller enterprises. 
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The CIT return looks relatively simple, since it only requires some high-level numbers 
and information. The underlying work, however, should not be underestimated. The 
work that should be performed in order to produce the CIT return is extremely 
detailed and time-consuming. The main reason for this, is that the tax classifications 
have to be made on a line per line basis. This means that an item per item analysis is 
required in order to determine whether a specific cost can be treated as deductible for 
tax purposes. Line item analysis is necessary in practice, since the tax authorities may 
review every single entry in the accounting system of the enterprise at the occasion of 
a tax audit.  

Besides the time-consuming line per line analysis, the taxpayer needs to make sure 
that he has sufficient documentation available in order to support the classification of 
a cost. Polish tax authorities tend to take a very formal approach in analysing whether 
a specific cost should be considered as deductible for tax purposes, meaning that a 
supporting document should be present for every deducted cost. The taxpayer does 
not have to file all the supporting documents together with the CIT return. However, 
at the occasion of a tax audit, the taxpayer should be able to present supporting 
documents as a justification for a specific classification (e.g. non-deductibility). Since 
it is difficult to reproduce this information three or four years after the respective 
financial year (when a tax audit might happen), it is highly recommended to prepare 
all the supporting documents during the tax compliance process.  

This detailed and comprehensive approach might be a reason for high CIT compliance 
costs. This is probably also the reason why Polish enterprises allocated the highest 
proportion of costs to data collection for the CIT return, namely 80%.234  

Advance payments of CIT are due on a monthly basis. The advance payment is due by 
the 20th day of the following month on the basis of income earned in the preceding 
month. The monthly tax advance payment is computed as the difference between the 
tax due on income earned from the beginning of the year and the sum of monthly tax 
advance payments for the previous months. This method of calculation might also be 
an explanation for the higher CIT compliance costs in Poland, since it is a very time-
consuming method. The taxpayer has to perform the exercise for each month, based 
on the actual figures of the past month. 

However, Polish CIT regulations also provide an alternative (simplified) method of 
monthly tax advance payment. In this method, the amount of the pre-payment 
depends on the tax due indicated in the tax return submitted in the year preceding the 
given tax year. Practice shows that this option is not frequently used in practice. This 
is probably due to the fact that a lot of taxpayers are not aware that this simplified 
method exists.  

In this regard it should be noted that SMEs with an annual turnover (including VAT) of 
less than EUR 1.2 million (EUR 5 157 million in 2017) and starters may opt for 
quarterly advance payments.  

The Study showed that only 66% of the respondents file their CIT return electronically 
in Poland, which is below the country average.235 In 2017, electronic filing of the CIT 
return is only mandatory for enterprises which have five or more employees or who 
have an external payroll provider, meaning that micro-sized enterprises could still file 
their CIT return on paper.  

Tax accounting and documentation requirements  

75% of the respondents to the survey consider the tax accounting and documentation 
requirements in Poland as very burdensome or burdensome.236 The above-mentioned 
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CIT documentation requirements for the expense classifications as well and the below 
mentioned TP requirements are probably playing a role in this perception. However, 
the SAF-T obligations for VAT purposes (see below) likely increased the perception. 

Certain TP information about transactions with foreign parties must be submitted to 
the tax authorities and statutory TP documentation must be prepared, but should only 
be submitted upon request by the Polish tax authorities. A taxpayer is required to 
provide the Polish tax authorities with statutory TP documentation within seven days 
of receiving the request which implies that it should be readily available. The 
documentation cannot be filed in any other language than Polish. 

Until the end of 2016, the documentation had to be prepared for transactions 
concluded by a taxpayer with a related party which exceed, in the given tax year, the 
following thresholds: 

• EUR 100 000  – if the value of the transaction does not exceed 20% of the 
enterprise’s share capital 

• EUR 30 000  – for service transactions and transactions involving intangibles 
• EUR 20 000  – for transactions with non-residents from a tax haven (so-called 

black list of countries and territories published by the Polish Ministry of Finance) 
• EUR 50 000  – in the remaining cases. 

As from 2017, the obligation to prepare TP documentation is dependent on the 
fulfilment of two criteria: the revenue criterion and the criterion of significant influence 
of the transaction/other event on the level of taxpayer’s income (e.g. a loss). 
Additionally, the Polish tax authorities may request documentation for transactions or 
other events which did not exceed the specified threshold. The deadline for submitting 
the documentation is 30 days from the date of delivery of the request. In other cases, 
the documentation has to be delivered within seven days from the date of delivery of 
the request. In this regard it is also worth mentioning that according to recent Polish 
regulations, a benchmarking report is obligatory for taxpayers whose revenues or 
expenses in the year preceding the tax year exceed EUR 10 million. 

Complexity and changes of tax legislation 

Over 50% of the respondents in Poland consider the complexity of tax laws as very 
burdensome.237 As regards CIT, the law has changed a lot over the past years and 
introduced some complex provisions. For example, CFC regulations, new thin 
capitalisation rules, TP requirements and a General Anti-Abuse Rule clause have all 
been implemented. Even if not all applicable to SMEs, these new rules may create the 
perception that the tax law is becoming more complex. 

Also, based on our information, the interpretation of income tax laws by the Polish tax 
authorities changes often. This is especially the case in the area of the deductibility of 
costs. Practice shows that the interpretation of the CIT law does affect the approach of 
the Polish tax authorities during a tax audit. Due to the fact that the tax laws and their 
interpretation change often, it is rather difficult to standardise the tax compliance 
process.  

Since the interpretation of the tax legislation plays such an important role, the 
taxpayer needs to make sure he is up to date and aware of all the relevant changes. 
This might explain why approximately 80% of the Polish enterprises outsource at least 
some of their tax compliance activities.  

                                                   
237  See Figure 43. 
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Special measures on tax compliance for SMEs 

SMEs with an annual turnover (including VAT) of less than Polish Złoty (PLN) 
5.157 million (EUR 1 232 464) in 2017 may opt for an immediate deduction of certain 
fixed assets. Such immediate deductions may not exceed PLN 215 000 (EUR 51 383) 
per year in total (amount applicable in 2017).  

As already mentioned above, SMEs with an annual turnover (including VAT) of less 
than EUR 1.2 million (EUR 5.157 million in 2017) and start-ups may opt for quarterly 
advance payments.  

VAT framework 

Tax compliance obligations and processes 

The Polish VAT return consists of 74 boxes and is quite complex to fill out. Considering 
the extensive nature of the Polish VAT return, it follows that a lot of information has to 
be provided. The burdensome data collection is reflected in our findings as Poland 
recorded the highest proportion of cost in this regard. This complex and extensive VAT 
return might explain the fact that taxable persons in Poland, except for micro-sized 
taxable persons, encounter second highest VAT compliance costs of the countries 
covered by the survey.  

Next to the filing of the Polish VAT return, other documents have to be filed in case 
certain thresholds are exceeded or if certain activities are carried out, such as 
Intrastat returns, forms relating the sale of vehicles, etc. It is noteworthy that in 
Poland it is required not only to submit an EC Sales Listing, but also to submit an 
EC Purchase Listing. 

Tax accounting and documentation requirements 

As from 2017, taxable persons in Poland have an obligation to submit VAT evidence on 
a monthly basis in SAF-T format (electronic format for efficient transfer of accounting 
data to the tax authorities) without this being requested by the tax authorities. 

Complexity and changes of tax legislation 

In Poland the VAT law is considered as complex and is above all subject to constant 
change. In order to reduce the VAT gap, new rules are regularly implemented. In 
addition the Polish tax authorities have a strict formal approach with respect to 
presenting documents and settlements. The complexity, the frequency of changes and 
the strict approach drive up the VAT compliance costs.  

Simplification measures and threshold exemptions 

Polish enterprises which do not exceed an annual threshold of PLN 200 000 (EUR 
47 798) of taxable supplies within the meaning of the Polish VAT law are not obliged 
to register for VAT purposes. Note, however, that only enterprises which are 
established in Poland can benefit from this threshold.  

In addition simplifications measures (such as margin or flat rate schemes) are also 
available in Polish law. These simplification measures could contribute to the fact that 
only micro-sized taxable persons have lower than average VAT compliance costs in 
Poland.  

Foreign enterprises performing only distance sales in Poland are not obliged to register 
if the annual turnover from this activity is less than PLN 160 000 (EUR 38 238) in 
accordance with the EU distance selling rules.  

As of January 2017, quarterly VAT reporting has almost completely been disallowed, 
the default period now being one calendar month. 
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Other taxes 

Next to VAT and CIT, the most burdensome taxes in Poland are wage related taxes 
and contributions, followed by property and real estate taxes (quite a high amount 
compared to other countries).238  

In respect of payroll taxation, many factors need to be taken into account. The 
calculation itself includes social security contributions, health insurance contributions, 
contributions to other state funds etc., which makes it complex and a multi-level 
exercise. Forms must be filed on an annual basis and also provided to each individual.  

As regards real estate taxes – there is a general law which provides for some 
framework. However, the real estate taxation is not harmonised within Poland and 
each single municipality has a different tax form to be filed, applies different rates and 
exemptions and may also apply different interpretations to similar facts. For this 
reason, real estate tax is in practice very complex and burdensome. 

Tax registration requirements 

Polish enterprises must register their business activities with the National Court 
Register. Besides this, the enterprise also needs to register for tax purposes. Upon 
submitting the application for income tax registration, the enterprise receives a tax 
identification number. 

Interaction with tax authorities 

Polish tax authorities only provide a minimum amount of information in English on 
their website regarding CIT. All communication with the Polish tax authorities should 
be conducted in Polish and all documents should be filed in Polish (also the TP 
documents). This lack of English information will certainly have a negative impact on 
the TETCC of Polish subsidiaries or members of foreign groups, since they will need to 
consult a professional tax adviser. 

With respect to the VAT compliance in Poland, basic information is provided in English 
on the website of the tax authorities. In general, however, communication with the 
Polish tax authorities takes place in Polish. Assistance from local tax advisors is thus 
required for foreign taxable persons to overcome the language barrier.  

Conclusions 

Good practices 

The main good practice identified for Poland positively impacting TETCC is the 
following: 

• Some simplified measures for SMEs not exceeding certain turnover thresholds such 
as exemption to register for VAT under PLN 200.000 of taxable supplies. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden.  

• A simplification of the CIT compliance process, not requiring an item by item 
analysis with detailed supporting documentation would save a lot of time for 
taxpayers. 

• Stable and less complex tax regulations for CIT and VAT provide certainty for 
taxpayers. 

• An easier and less frequent computation of the tax pre-payments, based on the 
prior financial year. Although there is a simplified method available, not a lot of 
taxpayers are aware of this option and it still requires a monthly computation. 

                                                   
238  See Figure 124. 
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• Clear, stable guidelines for the interpretation of tax laws and availability of certain 
more detailed tax information in English, could also reduce the need to outsource 
for taxpayers. 

7.2.15 Romania 

Key quantitative findings 

TETCC  

Romanian enterprises recorded a significant lower average TETCC compared to their 
peers covered by the Study. This is especially the case for CIT.239 With regard to VAT, 
while the Romanian micro- and small-sized enterprises recorded significant lower 
compliance costs than the average of their peers in the Study, the difference is 
smaller for medium-sized enterprises and LSEs.240  

When looking at the country ranking based on TETCC (calculated through the SCM), 
Romania is located on the 6th place.241 After controlling for differences in enterprise 
characteristics, Romania is even scoring better with TETCC below the baseline 
country.242  

Note that the low labour costs in Romania are positively impacting the TETCC. 

Relative burden of tax compliance 

When looking at the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), Romania takes the 13th place out of 20.243 This means that a considerable 
difference between the burden of TETCC relative to turnover and the TETCC exists in 
Romania; the latter being well below average. As regards the relative indirect tax 
compliance burden based on ratio 2 (IETCC to turnover), Romania is ranking in the 
middle with a ratio close to average.244  

CIT framework 

Tax compliance obligations and processes 

The CIT calculation is based on the statutory accounting figures. The taxable profit for 
CIT purposes is determined by increasing or decreasing the statutory accounting profit 
in accordance with the provisions foreseen in the Romanian tax law. The corporate tax 
calculation is prepared starting from the accounting information prepared under the 
Romanian GAAP (i.e. trial balance Profit and Loss statement). 

Romanian enterprises may opt between two possible systems for paying their CIT:  

• pay CIT quarterly, based on the income actually earned, or 

• pay CIT annually with four advance payments based on the CIT owed for the 
preceding year, adjusted by the consumer price index. These four advance 
payments will be followed by an annual CIT return based on the actual accounting 
figures. It is worth mentioning that the option must be maintained for at least two 
consecutive tax years. In case the taxpayer wishes to change the applicable CIT 
system, he should submit a specific informative return (i.e. Form 012). 

Based on the answers to open question 14, approximately 45% of the respondents in 
Romania perceive the frequency of tax filings as very burdensome to burdensome.245 
This is a rather high percentage, especially taken into account the fact that the tax 
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241  See Figure 109. 
242  See Figure 38. 
243  See Figure 28. 
244  See Figure 29. 
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payments take place on a quarterly or annual basis. In some countries, tax payments 
should be performed on a monthly basis.  

The percentage of electronic submission of the CIT return in Romania amounts to 
42%, which is well below the country average.246 This low percentage could be 
explained by the fact that electronic filing is not mandatory for smaller enterprises. 
Also practical malfunctions could be a reason for the lower percentage. The Study 
indicated that for example the electronic signature (via personal ID card) does not 
work flawless.  

Interesting to mention in this regard is that the Romanian tax authorities have 
approved an order according to which, with effect from 1 January 2018, tax returns 
must be filed electronically by all taxpayers. Currently, only LSE and medium-sized 
taxpayers are required to file their CIT returns electronically.  

Tax accounting and documentation requirements  

63% of the Romanian respondents perceive the tax accounting and documentation 
requirements in Romania as very burdensome to burdensome.247 We have not been 
able to identify why. 

There is no specific TP disclosure required in the annual corporate tax return. A 
summary of transactions carried out with related parties must be disclosed when 
preparing the financial statements, but there is no disclosure requirement on the tax 
return.  

Order no 442/2016 published on February 2016 provides that “larger taxpayers” 
engaging in transactions with related parties, having a total minimum annual value 
(determined by reference to the value of transactions conducted with all related 
parties, excluding VAT) of the following turnover thresholds must prepare TP 
documentation on an annual basis.  

• EUR 200 000 (excluding VAT) for interest registered for financial services 
• EUR 250 000 (excluding VAT) for provision of services 
• EUR 350 000 (excluding VAT) for acquisition or sale transactions of tangible or 

intangible goods. 

If the threshold amount is met, then such larger taxpayers must complete their TP 
documentation by the date when their annual corporate tax return for each tax year is 
due. In general, the deadline for presenting TP documentation to the tax authorities is 
ten calendar days from the date of a request from the tax authorities. The 
documentation can only be filed in Romanian language.  

Also, the new guidance includes rules and different threshold amounts for larger 
taxpayers (that do not satisfy the conditions mentioned above) and other taxpayers 
required to prepare TP documentation upon written request of the tax authorities. The 
deadline for presenting TP documentation for those large taxpayers that engage in 
related-party transactions that are below the threshold amounts or for small- and 
medium-sized taxpayers is between 30 and 60 calendar days, subject to a 30-day 
extension if requested by the taxpayer. 

Complexity and changes of tax legislation 

50% of the respondents in Romania consider the complexity of tax laws as very 
burdensome.248 Possibly this perception more relates to the VAT law (see below). 

Although a lot of respondents consider the complexity of tax legislation as very 
burdensome, the majority of them handle their tax compliance in-house. 49% of the 
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respondents never outsource their tax obligations, which is the second highest 
percentage of all countries involved in this Study.249 

Special measures on tax compliance for SMEs 

Romanian micro-sized enterprises are taxed on their annual turnover. The threshold of 
being considered as a micro-sized enterprise has been increased to a maximum 
turnover of EUR 500 000 as of 1 January 2017. Micro-sized enterprises with at least 
one employee are taxable at a tax rate of 1%. Micro-sized enterprises which have no 
employees at all are subject to a tax rate of 3%. Micro-sized enterprises should file 
their tax return quarterly. 

Any newly registered legal entity with a share capital of at least Romanian Leu (RON) 
45 000 (EUR 10 127) may choose to become a Corporate Income Taxpayer as of its 
date of incorporation. As from 1 February 2017, enterprises that qualify as Corporate 
Income Taxpayers, but have an annual revenue below the threshold of EUR 500 000 
will have the obligation to apply the micro-sized enterprise tax regime. 

VAT framework 

Tax compliance obligations and processes 

The Romanian VAT return contains 44 boxes and is in comparison to VAT returns in 
other Member States considered as very complex. The length and complexity of the 
VAT return is the same regardless the size of the enterprise. It should be noted that 
the Romanian tax authorities are not very digitalised. Electronic filing is not obliged for 
all taxable persons (only for medium-sized enterprises and LSEs) and automated ERP 
processes are not implemented. These elements might explain the fact that 49% of 
the Romanian respondents find the VAT compliance irritating250 whilst our findings 
show that the cost for Romanian VAT compliance is below the country average.251  

Besides the monthly or quarterly (if annual turnover less than EUR 100 000) VAT 
returns, recapitulative and informative statements must be filed on a monthly basis. 
However, recapitulative statements must be filed only when the taxpayer performs 
intra-Community supplies, acquisitions of goods or services, 

Intrastat returns must be submitted for intra-Community supplies/acquisitions of 
goods. The electronic submission is required only if the volume of intra-Community 
arrivals/dispatches of goods is higher than RON 900 000 (EUR 202 534) and this by 
the 15th of each month in which the transport takes place. 

Tax accounting and documentation requirements 

The SAF-T file is not yet implemented in Romania. 

Complexity and changes of tax legislation 
The Romanian VAT law is quite complex and is often amended.  

Simplification measures and registration thresholds 

A registration threshold is available for Romanian enterprises which do not exceed an 
annual turnover of EUR 65 000 annually (RON 88 500 starting 1 January 2018). These 
enterprises are not required to register for VAT in Romania. The high threshold might 
explain the low VAT compliance costs for micro- and small-sized enterprises.  

Foreign enterprises which only perform distance sales in Romania can benefit from 
simplification measures regarding mini one-stop shop (MOSS), which is implemented 
in Romania.  
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Other taxes 

Next to VAT and CIT, wage related taxes and contributions and property and real 
estate taxes are considered as burdensome taxes in Romania.252 Compared to the 
other countries  in the Study, a significant number of Romanian enterprises indicated 
wage related taxes and contributions to be a burdensome tax (namely the third 
highest). We have not been able to identify why it has been frequently mentioned as 
the payroll related obligations seem a rather straight forward process. 

For property and real estate taxes additional costs might arise with respect to the 
revaluation of properties. 

Tax registration requirements 

All Romanian enterprises have to be registered with the National Trade Register Office.  

Newly set-up enterprises in Romania are required to apply the micro-sized enterprise 
turnover tax regime starting with their first year of operation, if the share capital 
condition (as mentioned above) as declared at the Trade Registry, is fulfilled. 

Upon the legal set-up of an enterprise, it automatically becomes a micro-sized 
enterprise taxpayer. There is no formal registration with the Romanian tax authorities 
required. However, CIT registration is optional from the date of incorporation, if at 
that moment the enterprise has a registered share capital of a minimum of 
RON 45 000 (EUR 10 127). In case the enterprise opts for CIT registration, then the 
formal registration with the Romanian tax authorities is mandatory. 

Interaction with tax authorities 

The survey made clear that the website of the Romanian tax authorities does not allow 
a foreign investor to get acquainted with the CIT requirements. There is only some 
basic information available in English. Also, the databases provided by the Romanian 
tax authorities do not seem to work well. 

Conclusions 

Good practices 

Based on the above, the following good practices may positively impact TETCC in 
Romania.  

• Simplified CIT computation for micro-sized enterprises (based on turnover), reduce 
the compliance burden for these enterprises compared to larger enterprises. 

• The high turnover threshold for VAT registration also reduces the compliance 
burden for SME’s. 

• Option to calculate the advance CIT payments on the basis of prior year’s result 
avoids calculations to be prepared by taxpayers. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden.  

• Stable and less complex tax regulations and processes, especially as regards VAT 
provides certainty for taxpayers. 

• Guidelines for the interpretation of tax laws and availability of certain tax 
information in English, so that also foreign enterprises can more easily comply with 
the required tax obligations, reduces the need for outsourcing. 

• Digitalisation of the tax authorities: good functioning website, easy electronic filing 
and connected platforms with an easy identification could also increase efficiency 
from the taxpayers' point of view and reduces the need for outsourcing. 
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7.2.16 Slovakia 

Key quantitative findings 

TETCC 

In general Slovak enterprises recorded slightly lower average TETCC than their peers 
covered by the Study.253 With respect to CIT, Slovak SMEs recorded compliance costs 
that is just above average. Slovak micro-sized enterprises and LSEs, however, 
recorded slightly lower CIT compliance costs compared to their peers in the Study.254 
Also VAT is significantly less burdensome for Slovak LSEs compared to the  average of 
the LSEs in the other countries covered by the Study. Medium-sized enterprises, 
however, recorded higher VAT compliance costs than their peers in the Study.255 On 
the other hand, we have the impression that SMEs are positively impacted by the 
other burdensome taxes compared to their peers in the other countries covered by the 
Study.  

When looking at the country ranking based on TETCC (calculated through the SCM), 
Slovakia is on the 12th place.256 After controlling for differences in enterprise 
characteristics, Slovakia is scoring better: the compliance burden is in fact similar to 
the baseline country where the relative compliance burden is among the lowest.257 

Note that the low labour costs in Slovakia are contributing to the low TETCC. 

Relative burden of tax compliance 

When looking at the country ranking based on relative compliance costs (Ratio 1 – 
TETCC to turnover), Slovakia is situated in the second-to-last position (19th place).258 
This means that there exists a considerable discrepancy between the TETCC relative to 
turnover and the TETCC in Slovakia, the TETCC being just above average. As regards 
the relative indirect tax compliance burden expressed in ratio 2 (IETCC to turnover), 
Slovakia is just above the country average.259 

CIT framework 

Tax compliance obligations and processes 

The starting point for computing the taxable profit is the accounting result. This result 
is then subject to tax adjustments. The year-end financial statements must be 
submitted to the Register of Financial Statements in the prescribed format within the 
deadline for filling the CIT return.  

All legal enterprises need to file the CIT return annually, three months following the 
tax year. The CIT form is the same for all enterprises, so there is no difference for 
larger and smaller enterprises. 

The CIT return has a standard predefined format with some attachments. The 
attachments generally concern special tax incentives, such as R&D regimes. In the 
past, the financial statements were a compulsory attachment to the CIT return. 
Nowadays, it should be submitted to the Register of Financial Statements. 

In general, advance payments of CIT are mandatory for all taxpayers, unless for 
taxpayers whose last tax liability amounted to EUR 2 500 or less. The advance 
payments are due on a monthly or quarterly basis. The advance tax payment is 
computed on the basis of the tax that was due in the previous tax period. This method 

                                                   
253  See Figure 94 and Table 60. 
254  See Figure 95. 
255  See Figure 96. 
256  See Figure 109. 
257  See Figure 38. 
258  See Figure 28. 
259  See Figure 29. 



Study on tax compliance costs for SMEs  

116 

of calculation positively contributes to the CIT compliance costs in Slovakia, since it is 
a straight-forward method.  

The survey showed that only 75% of the respondents file their CIT return 
electronically in Slovakia, which is below country average.260 This can be explained by 
the fact that electronic filing is only obliged for certain types of enterprises. Moreover, 
the survey showed that the electronic platform does not always work smoothly (for 
example: taxpayers are often confronted with log-in difficulties). This could also be a 
reason why some taxpayers are less tempted to file their corporate tax return 
electronically.  

In this regard, it is also worth mentioning that more than 35% of Slovak enterprises 
do not outsource any of their tax compliance activities.261 This is a rather high 
percentage compared to their peers in this Study.  

Tax accounting and documentation requirements 

Approximately 80% of the Slovak respondents to the survey perceive the tax 
accounting and documentation requirements as very burdensome or burdensome.262 
This is a very high percentage compared to the other countries included in the survey. 
Based on the answers to the survey, we have the impression that the submission of a 
VAT ledger (see below) and the new TP disclosures are requirements feeding this 
perception. 

Slovak enterprises are indeed required to disclose volumes of transactions with related 
parties in their annual CIT return. In case the CIT return does not contain all the 
required information, the Slovak tax authorities may ask for the completion of the 
respective information after the tax return has been filed. Besides the above-
mentioned obligation to disclose the volume of the transactions with the related 
parties there is also an obligation to maintain the TP documentation. The 
TP documentation may be filed in another language than the local language. This 
should, however, be approved by the Slovak tax authorities. 

In case the Slovak tax authorities request a taxpayer’s TP documentation, the 
enterprise has to present it to them within 15 days.  

Complexity and changes of tax legislation 
Over 60% of the respondents in Slovakia consider the complexity of tax laws as very 
burdensome.263 Our analysis showed that the tax legislation in Slovakia is indeed 
subject to continuous change. During the period 2010–2014 the CIT rate has been 
increased and the amendment of the CIT act introduced a new tax treatment of 
business combination transactions. The amendment to the Slovak tax legislation 
effective as of 1 January 2015 introduced new depreciation rules, certain limitations 
on the tax deductibility of selected costs and new TP and anti-avoidance rules. The 
latest amendment to the Slovak legislation effective as of January 2017 has brought 
taxation of dividends and a decrease of the CIT rate to 21% besides other changes. All 
these recent amendments of the Slovak tax legislation can be a reason for the high 
irritation costs in Slovakia. 60% of the Slovak enterprises find CIT compliance rather 
or very irritating.264 The constant law changes also justify the perception of the 
respondents to the survey that tax compliance has become much more 
burdensome.265 
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Although a lot of respondents consider the complexity of tax legislation as very 
burdensome, many of them handle their tax compliance in-house. 35.3% of the 
respondents never outsource their tax obligations, which is the fifth highest 
percentage of all countries involved in this Study.  

Special measures on tax compliance for SMEs 
There are no special measures for SMEs in place in Slovakia. 

VAT framework 

Tax compliance obligations and processes 

In Slovakia the VAT return is considered as rather complex and counts 38 boxes. As 
from 1 January 2014 VAT payers are also obliged to submit VAT ledger statements 
next to the VAT return. This might explain our findings that 59% of the respondents 
find the process rather to very irritating.266 Further, all VAT payers are required to 
submit the VAT return electronically.  

Apart from the regular VAT return and the VAT ledgers, there is an obligation to file 
Intrastat reports and an EU Sales Listing. Depending on the circumstances, also other 
VAT records can be required.  

Tax accounting and documentation requirements 
In Slovakia, a VAT Ledger statement has to be submitted by the taxable persons. In 
case of specific transactions (e.g. motor vehicles) there might also be an obligation to 
file other VAT records.  

Complexity and changes of tax legislation 

Since 2010, several anti-fraud measures were implemented in Slovakia (e.g. 
introduction of the VAT ledger statement and the domestic reverse charge, etc.). 
Note, that these anti-fraud measures require significant changes in the accounting 
systems of taxable persons in Slovakia in order to comply with the legislation. It 
should be noted that micro- and medium-sized enterprises encounter high compliance 
costs for VAT, while small-sized enterprises and LSEs face low compliance costs. We 
cannot explain why small-sized enterprises bear lower compliance costs in comparison 
to micro- and medium-sized enterprises in Slovakia. 

Simplification measures and registration thresholds 

Enterprises with an annual turnover of less than EUR 49 790 are not obliged to 
register for VAT in Slovakia. This registration threshold can only be applied by 
enterprises established in Slovakia. Nonetheless our findings show that micro-sized 
taxable persons face above average compliance costs for VAT.267 Hence, it seems that 
this measure is not producing the expected benefits for SMEs. 

Foreign enterprises which only perform distance sales in Slovakia can benefit from 
simplification measures if they do not exceed an annual threshold of EUR 35 000 in 
accordance with EU distance selling rules.  

Other taxes 

Next to VAT and CIT, wage related taxes and contributions are considered as a 
burdensome tax in Slovakia. However, they have not been mentioned that 
frequently.268 

The Study showed that also vehicle related taxes are considered as burdensome. This 
is quite unique, since a vehicle related tax has not been mentioned by many other 
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countries as burdensome. A possible explanation for this is that all vehicles used for 
business purposes have to be included in a motor vehicle tax return in Slovakia. This 
can be burdensome, especially for larger enterprises. 

Tax registration requirements 

As from 2007, OSS centres were introduced in Slovakia. This means that the 
enterprise should only complete one application form which combines the application 
for trade licenses, tax registration and health insurance. This probably also plays an 
important role in the perception of taxpayers regarding the compliance costs. 

Interaction with tax authorities 

As already set out above, Slovak CIT legislation is frequently changing. These changes 
are difficult to understand for the taxpayer. This is the reason why misinterpretations 
can occur. Practice shows that especially SMEs have difficulties in understanding new 
legislation. The Slovak tax authorities are publishing guidelines with respect to the 
most difficult areas. However, the taxpayer often doesn’t know how to adopt it 
correctly and need professional advice in this regard. Some general guidelines are 
published in English, but detailed guidelines are often only available in Slovak. Besides 
this, all communication with the local tax authorities should take place in Slovak.  

General information with respect to the Slovak VAT compliance is provided by the tax 
authorities in English. As it concerns only general information, foreign taxpayers have 
to rely on the services of local tax advisors for their VAT compliance. 

Conclusions 

Good practices 

Based on the above, the following good practices were identified for Slovakia: 

• Easy computation of the quarterly advance CIT payments by reference to the prior 
year/period reducing the time to calculate the payment. 

• Aan OSS approach regarding the registration of enterprises, avoiding that 
taxpayers need to register multiple times for different taxes.  

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• Stable tax regulations for CIT and VAT providing certainty for taxpayers. 
• A more simplified VAT return and evaluation of the need to submit VAT ledgers as 

this implies a lot of work for the taxpayer or a need for outsourcing. 
• Especially for SMEs – more detailed guidelines, also in English so that enterprises, 

including foreign enterprises, can more easily comply with the required tax 
obligations and have less need to outsource. 

7.2.17 Slovenia 

Key quantitative findings 

TETCC  

Slovenian enterprises record significant smaller average TETCC than their peers 
covered by the Study.269 Especially for the LSEs there is a significant lower average 
TETCC compared to the other countries. The lower compliance costs of Slovenian 
enterprises are material for both CIT and VAT but there is a significant difference in 
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CIT compliance costs for LSEs for which tax compliance costs in Slovenia were 
astonishingly low.270 

When looking at the country ranking based on TETCC (calculated through the SCM), 
Slovenia is situated on the second place.271 Controlling for differences in enterprise 
characteristics, the TETCC in Slovenia are still among the lowest.272 

Relative burden of tax compliance 

Enterprises in Slovenia bear a total relative burden that is well below the average 
regarding all taxes. When looking at the country ranking based on the relative 
compliance costs (Ratio 1 – TETCC to turnover), Slovenia is one of the best students 
among the countries covered by the Study, recording the third lowest TETCC to 
turnover ratio.273 

When looking at the country ranking based on the IETCC to turnover ratio, the relative 
burden of complying with indirect tax obligations is the lowest in Slovenia.274  

CIT framework 

Tax compliance obligations and processes 

The Slovenian corporate tax return consists of financial statements such as profit and 
loss statement, balance sheet and balance of capital movement. However, in case the 
taxpayer already files the financial statements with the Agency of the Republic of 
Slovenia for Public Legal Records and Related Services there is no additional reporting 
required. The accounting information needs to be supplied with the corporate tax 
return in a special standardised format. Our experience shows that it does not require 
a lot of time to transfer the trial balance into the standardised format. 

The Slovenian CIT form is standardised for every type of enterprise. The CIT return 
contains up to 20 enclosures, relating to the tax loss, tax incentives, long-term 
provisions and transactions between related parties and others. For each value that is 
included in the corporate tax return, the taxpayer has to provide supporting 
documentation.  

The CIT law is quite straightforward and not changing often. This makes it less time-
consuming to compute the disallowed expenses for example. The law is clear on which 
costs are regarded as tax deductible and which are not.  

In this regard, it is also worth mentioning that more than 29% of Slovenian 
enterprises do not outsource any of their tax activities. This is a rather average 
percentage compared to the other countries in the Study. One could expect a higher 
outsourcing percentage given the fact that Slovenia is the only country within the EU 
where outsourcing is less costly than the internalisation of tax compliance. 

The survey showed that 98% of the Slovenian enterprises submit their CIT form 
electronically. This is substantially above the country average.275 The reason for this 
high percentage is that the electronic filing is mandatory in Slovenia. The high level of 
electronic submission might also contribute to low CIT compliance costs.  

Advance payments of CIT are due on a monthly basis. However, in case the annual 
taxable income does not exceed EUR 400, the advance payments should be made 
quarterly. The amount of the advance payment is based on the previous tax 
assessment. This method of calculation might also be an explanation for the lower CIT 
compliance costs in Slovenia, since it is a standardised and straightforward method. It 
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is not as time-consuming as making an estimation of the tax that will be effectively 
due for that taxable year based on actual results. 

Tax accounting and documentation requirements  

55% of the respondents in Slovenia consider the tax accounting and documentation 
processes as very burdensome to burdensome.276 This rather high percentage may be 
due to the implementation of the cash register, the required submission of a VAT 
ledger (see below) and the bureaucratic approach of the Slovenian tax authorities. 

Also, some information concerning transactions with related parties must be submitted 
to the tax authorities on an annual basis together with the CIT return. At the occasion 
of a tax audit, the Slovenian tax authorities may ask to provide them with TP 
documentation. In principle, the taxpayer will need to submit the requested 
documentation immediately. However, if the TP documentation is not yet fully 
completed, the Slovenian tax authorities may grant an extension of 30–90 days for 
the conclusion or translation of the TP documentation. The exact extension will depend 
on the extent and the complexity of the data. Officially, the documentation can only be 
submitted in the local language. However, in practice tax authorities often accept it if 
the documentation is in English.  

Complexity and changes of tax legislation 
Almost 50% of the respondents in Slovenia consider the complexity of tax laws as 
very burdensome. Less than 10% of the respondents consider it as not burdensome at 
all.277 This perception is probably related to the VAT law. Indeed, we estimate the 
Slovenian CIT legislation as quite straightforward. Also, it did not encounter a lot of 
changes over the past years.  

Special measures on tax compliance for SMEs 

As from 2013, Slovenia has introduced a special regime for micro-sized enterprises. 
This regime for micro-sized enterprises foresees that enterprises whose annual 
revenues do not exceed the threshold of EUR 50 000 may apply a lump-sum deduction 
for their expenses. This deduction amounted to 80% of the annual revenue. 

VAT framework 

Tax compliance obligations and processes 

The complexity of the VAT return in Slovenia is considered as average in comparison 
with the other countries in the Study,  considering that 25 boxes have to be filled out. 
Nonetheless, 46% of the respondents report to be irritated by the VAT compliance in 
Slovenia.278 On the other hand, Slovenia recorded one of the lowest cost with respect 
to VAT compliance.  

The VAT returns are to be filed on a monthly basis for Slovenian and foreign taxable 
persons. A quarterly filing is accepted for smaller Slovenian taxable persons. In 
addition to the regular VAT returns, there is an obligation to file Intrastat reports and 
an EU Sales Listing. Intrastat reports only have to be filed if certain thresholds are 
exceeded (which is EUR 120 000 for arrivals and EUR 200 000 for dispatches). The EU 
Sales Listing has to be filed online on a monthly basis, regardless of the value of the 
supplies.  
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Tax accounting and documentation requirements 

In Slovenia, a VAT ledger statement has to be filed with the first VAT return. 
Subsequently it has to be provided on demand of the tax authorities. Details of all 
VAT‐related transactions must be reported. There are no specific documentation 
requirements for the VAT ledger statement. Usually, the VAT ledger is created 
automatically by the accounting reports. Foreign taxable persons have to insert their 
invoices in Excel and there are uploaded. However, VAT ledger statements have to be 
prepared in line with the rules on the content, format, method of drawing up and 
deadline of submission of records from electronic business books and records of 
taxable persons.  

Complexity and changes of tax legislation 

The survey results seem to indicate that the enterprises perceive the Slovenian VAT 
law as quite complex. Also, the proportionate cost for the review of the VAT return is 
80% in Slovenia, whereas the country average is 13%.279 This might explain the 
irritation level of 46% despite low compliance costs for VAT. 

Simplification measures and registration thresholds 
The Slovenian VAT law foresees in an exemption from VAT registration for enterprises 
which do not exceed the threshold of EUR 50 000 of taxable turnover per annum. 
Foreign enterprises are obliged to register for VAT purposes regardless the turnover in 
Slovenia. 

Foreign enterprises which only perform distance sales in Slovenia can benefit from 
simplification measures if they do not exceed an annual threshold of EUR 35 000 in 
accordance with EU distance selling rules.  

Other taxes 

Next to VAT and CIT, wage related taxes and contributions are considered as a 
burdensome tax in Slovenia.280 Social security contributions in Slovenia are paid as a 
withholding tax by the employer and also by employees via their monthly salary. The 
employer must register the employee and file separate returns for the obligatory 
pension, invalidity, health and unemployment insurance. 

A lower number of respondents mentioned property and real estate tax as a 
burdensome tax. None of the enterprises indicated local and regional taxes to be 
burdensome.  

Tax registration requirements 

Before registering an enterprise in Slovenia, a Slovenian tax number is needed. 
Afterwards, the enterprise could register itself at an OSS access point in Slovenia. This 
OSS system connects all institutions involved in the registration procedure and other 
relevant procedures (tax data submissions, VAT identification number, social insurance 
registration, registration of job vacancies, etc.). 

Interaction with tax authorities 

With respect to the language of available information, we note that in the field of CIT 
compliance requirements, specific information is available in English on the website of 
the Slovenian government. However, not all information is available in English.  

With respect to VAT compliance, the website of the Slovenian tax authorities is partly 
accessible in English. It should be noted, however, that foreign enterprises will not 
have enough information put at their disposal to submit the Slovenian VAT return 
without assistance of local tax advisors. 
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Conclusions 

Good practices 

Based on the above, the following good practices probably contribute to the low TETCC 
in Slovenia. 

• Easy computation of the monthly or quarterly advance CIT payments by reference 
to the prior year saves the taxpayer time to prepare calculations. 

• Standardized CIT return based on straightforward legislation reduces the 
preparation work and need for outsourcing. 

• An OSS approach regarding the registration of enterprises, avoiding taxpayers' 
need to register multiple times for different purposes. 

• Special CIT and VAT regimes for SMEs, reducing the compliance burden. 

Areas for improvement 

Although the absolute and relative burden of tax compliance in Slovenia are low, the 
survey indicates that tax compliance is not always perceived as not burdensome. It is 
possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• The implementation of a turnover threshold for the submission of the VAT ledger 
and for the use of a cash register so that less SMEs are affected. 

• A less bureaucratic approach by the tax authorities with respect to the CIT 
accounting and documentation requirements. 

• Especially for SMEs – more detailed guidelines, also in English so that enterprises, 
including foreign enterprises, can more easily comply with the required tax 
obligations. 

7.2.18 Spain 

Key quantitative findings 

TETCC  

Spanish enterprises recorded lower average TETCC than their peers covered by the 
Study.281 With regard to CIT compliance costs, the difference is especially remarkable 
for the medium-sized enterprises and LSEs. For the micro-sized enterprises, CIT 
compliance costs are almost equal to the average of all countries. With respect to VAT, 
the difference is especially remarkable for the small-sized enterprises.282  

When looking at the country ranking based on TETCC (calculated through the SCM), 
Spain is ranked on the 14th place.283 Controlling for differences in enterprise 
characteristics, Spain is doing only slightly better than the base case regarding the  
burden of tax compliance.284  

Relative burden of tax compliance 

With respect to the country ranking based on the relative compliance costs (Ratio 1 – 
TETCC to turnover), Spain is also ranked on the 14th place.285 When looking at the 
country ranking based on relative IETCC, Spain is presenting a well below average 
percentage in the IETCC to turnover ratio.286 
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CIT framework 

Tax compliance obligations and processes 

The starting point for computing the taxable profit is the accounting result of the fiscal 
year. This result is then subject to tax adjustments. 

For most enterprises, the CIT return is the so-called official form 200. The taxpayer 
should not file any additional documents besides the form 200, with the exception of 
tax form 231 (related to country by country reporting obligations) as well as tax 
form 232 (concerning transactions with related parties reporting). The standard form 
200 contains a section to include some general formal information of the taxpayer, an 
accounting section, a tax section in which the taxpayer should declare the tax 
adjustments applicable, the breakdown of the net operating losses and tax credits 
generated in prior years and the current tax year, and the payment document. Tax 
groups have to file a form 220. This form has a similar structure as the form 200.  

Where a taxpayer claimed certain specified tax deductions exceeding EUR 50 000, it 
has to file an additional annex to the CIT return in which it should explain the 
applicable tax deduction. One would expect that this would lead to higher CIT 
compliance costs for larger enterprises. This is, however, not reflected in the results of 
this survey. Note that in prior years it was also necessary to include relevant 
information about the operations carried out with related parties in the form 200. This 
information, must not be included anymore for fiscal years commencing 1 January 
2016 onwards.  

Spanish taxpayers should make advance tax payments in three instalments by 
20 April, 20 October and 20 December each year. In general, each advance payment 
is calculated on the basis of the CIT that was due in the preceding tax year (at 18%). 
However, in case an enterprise has an annual turnover exceeding EUR 6 000 000, it 
will have to calculate the tax pre-payments due on the basis of the taxable base in the 
first three-month period, nine-month period or eleven-month period of the current 
fiscal year (at 17%). Spanish enterprises with a turnover of more than EUR 10 million 
in the prior fiscal year should calculate their advance tax payments at a higher rate of 
24%. Also, in case a taxpayer had a turnover of more than EUR 10 million during the 
prior fiscal year, it has to file an additional annex to the pre-payment tax return in 
which it should explain all applicable tax adjustments. The computation of advance tax 
payments therefore becomes more complex as the size of the enterprise increases. 

The complex computations of the advance tax payments together with the formal 
information requested in the tax return (including ID numbers of individuals) may be 
the reason why 57% of the respondents finds CIT compliance rather or very irritating 
in Spain, with the country average being 40%.287 

On the other hand, the survey showed that 91% of the respondents in Spain filed their 
CIT return electronically, which is well above the country average.288 In any case, it 
must be noted that it is currently mandatory for enterprises to submit all tax returns 
electronically. 

In this regard, it is also worth mentioning that only 19.7% of the Spanish enterprises 
do not outsource any of their tax compliance activities. This is a rather low percentage 
compared to its peers in the Study. 78.7% of the Spanish enterprises do outsource 
some of their tax obligations and 1.6% outsource both, their CIT and VAT 
obligations.289 
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Tax accounting and documentation requirements  

Approximately 55% of the respondents to the survey perceive the tax accounting and 
documentation requirements as very burdensome to burdensome.290 The general and 
TP related information requested in the tax return and the obligation to submit VAT 
books (see below) likely created this perception. 

During the previous fiscal years, Spanish taxpayers were required to disclose 
information regarding the intra-group transactions performed during the fiscal year in 
their CIT returns. It has been replaced as of 2016 by an informative return which is in 
general terms mandatory (with a few exceptions). During a tax audit, the Spanish tax 
authorities may require a taxpayer to submit its TP documentation. The Spanish tax 
authorities will determine the submission deadline on a case-by-case basis with a 
minimum period of ten business days counting from the business day subsequent to 
the request. Documentation must be prepared in Spanish in principle. In an ordinary 
tax audit, the tax auditor may accept the TP documentation in other languages (e.g. 
English), but a translation into Spanish may still be requested. 

It should be noted, however, that enterprises affected by the “immediate supply of 
information” system (Suministro Inmediato de Información in Spanish) can achieve 
significant savings in ongoing compliance costs (notably for VAT) after incurring the 
required initial investment (see also below under VAT framework). 

Complexity and changes of tax legislation 

The survey indicated that approximately 65% of the respondents in Spain consider the 
complexity of tax laws as very burdensome to burdensome. Only 8% have indicated 
“not burdensome”.291 This result can be supported by the fact that recurrent changes 
in the field of CIT law took place over the past years. 

Special measures on tax compliance for SMEs 

There are certain special measures available for Spanish SMEs, such as accelerated 
depreciation, a more favourable bad debt provision treatment or the so-called levelling 
reserve consisting of a reduction of 10% of the tax base (with a maximum of EUR 
1 million). Spanish SMEs can only apply these special measures in case their turnover 
in the previous tax year does not exceed EUR 10 million. In case of a group, the 
consolidated turnover should be considered for this purpose.  

As from 1 January 2015, Spanish SMEs can no longer apply a tax relief for invested 
profits. This tax relief gave Spanish SMEs a 10% reduction of their taxable profits, 
provided that these profits were reinvested in new tangible fixed assets or real 
property investments in the framework of their business activities. Spanish SMEs may 
still apply this tax relief for profits generated in tax periods starting between 1 January 
2013 and 31 December 2014 even when the investment is made in tax periods 
starting in or after 2015. However, the benefit of this incentive was almost reduced to 
zero in recent years. 

These measures require some more formalities to be fulfilled which can explain why 
the CIT compliance costs for micro- and small-sized enterprises are closer to the ones 
of the peers in the Study. 

VAT framework 

Tax compliance obligations and processes 

The Spanish periodical VAT return is not considered as complex and only a few boxes 
have to be filled out. Although this is viewed by the Spanish tax administration as no 
more than is strictly necessary to account for VAT, 55% of the respondents in Spain 
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still consider VAT compliance rather or very irritating which is high in comparison to 
the country average of 44%.292 It may be, however, that the combination of the 
periodical VAT return and the obligation to submit further information by way of an 
annual VAT return accounts for the high level of irritation. 

Notwithstanding Spanish guidelines, foreign enterprises generally find that they are 
not able to submit a VAT return without external assistance. 

Enterprises with cross-border activities which exceed a certain threshold have to file 
an EC Sales Listing and Intrastat return. If the threshold is not reached, only an 
EC Sales Listing has to be filed. 

Tax accounting and documentation requirements 

Under the recently introduced Suministro Inmediato de Información system, taxpayers 
have to make data about their transactions available to the tax authorities almost 
immediately. This new regime is mandatory for LSEs as defined by Spanish VAT law, 
enterprises belonging to a VAT group, and taxpayers registered in the VAT “monthly 
refund special regime” (Régimen de Devolución Mensual del IVA or REDEME in 
Spanish), that is, all taxpayers that file monthly VAT returns. The new system is 
voluntary for all other taxpayers that elect to apply it. Whilst one aim of this new 
requirement may have been to ease the compliance burden by reducing record 
keeping requirements, it has often been perceived as burdensome by the respondents 
to the survey. It was a radical modification of the legislation and many enterprises 
were not ready for its implementation. 

Complexity and changes of tax legislation 

The complexity of the Spanish tax law is considered as average and the Spanish tax 
administration sees the VAT return as requiring no more than the level of information 
strictly necessary. In the responses to the survey respondents expressed concerns 
around the qualification of transactions for VAT purposes. The VAT return itself is not 
considered extensive.  

Simplification measures and registration thresholds 

Spain does not apply a general registration turnover threshold before SMEs have to 
register for VAT but rather has simplification measures for SMEs carrying on activities 
in specific economic sectors (bars, restaurants, farming, fisheries, etc.). This “regimen 
simplificado” involves a flat rate mechanism to determine the amount of VAT to be 
paid and the outcome is perceived by the administration as favourable for the 
taxpayer. It is always possible to opt out and apply normal VAT rules. A further 
simplification relates to the submission of tax returns – for SMEs this is quarterly 
rather than monthly. Nevertheless, it is not easy to account for high VAT compliance 
costs for micro-sized enterprises whilst the cost for other types of enterprises is below 
country average in Spain.293 

Foreign enterprises which only perform distance sales in Spain can benefit from 
simplification measures if they do not exceed an annual threshold of EUR 35 000 
under EU distance selling rules.  

Other taxes 

The wage related taxes and contributions and property and real estate taxes are 
indicated as the most burdensome taxes other than VAT and CIT. 294 For wage related 
taxes and contributions, a monthly or quarterly return, depending on the turnover of 
the enterprise, needs to be filed. The computations need to consider the personal 
situation of the employee.  
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Tax registration requirements 

In order to register an enterprise in Spain, the enterprise should request certification 
of uniqueness of the proposed enterprise name through the website of the Central 
Commercial Registry. Afterwards, the enterprise should complete one registration 
form (called Documento Único Electrónico or DUE) that will be sent to the notary’s 
office, the commercial registry, the tax agency and the social security agency. Once 
the DUE form is sent, an appointment request is generated by the system with the 
notary chosen for the execution of the public deed of incorporation.  

Interaction with tax authorities 

The taxpayers have access to free handbooks on the website of the tax authority 
where they can find information on how to complete their tax forms. However, only 
general information can be consulted in English. Specific issues or more detailed 
information on certain matters is only available in Spanish.  

With respect to VAT compliance, it should be noted that basic information in English is 
not provided by the authorities. Moreover, the Spanish VAT authorities do not 
generally speak English. Foreign enterprises will thus be obliged to seek the assistance 
of local tax advisors.  

The Spanish tax administration is well advanced in terms of digitalisation. The 
taxpayers have to submit all their tax forms online and the tax authorities have the 
obligation to notify all the communications with taxpayers (enterprises) electronically. 

Conclusions 

Good practices 

Based on the above, we identified the following good practices for Spain. 

• The OSS approach regarding the registration of enterprises, avoids that taxpayers 
need to register multiple times for different purposes. 

• The adoption of digitalisation reduces the compliance burden. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• Stability of tax regulations as this provides certainty to taxpayers. 
• Simplification measures for SMEs as regards VAT (registration, submission of 

annual VAT return). 
• A less formalistic approach by the tax authorities with respect to information and 

documentation requirements. 
• The provision of clear and timely guidelines, also in English would reduce 

uncertainty and the need for outsourcing for taxpayers including foreign 
enterprises.  

7.2.19 Sweden 

Key quantitative findings 

TETCC  

Except for micro-sized enterprises, Swedish enterprises recorded lower average TETCC  
than their peers covered by the Study,295 the difference being the largest for LSEs. 
Regarding CIT, Swedish SMEs recorded lower average tax compliance costs than the 
other countries included in the Study. However, LSEs reported slightly higher costs 
than their peers in the Study. Also for VAT, Swedish LSEs bear higher VAT compliance 
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costs than their peers.296 This implies that the compliance costs for the other taxes are 
lower than in other countries included in the Study. 

When looking at the country ranking based on TETCC (calculated through the SCM), 
Sweden has the third highest TETCC.297 Only German and Austrian enterprises record 
a higher number. After controlling for differences in enterprise characteristics, Sweden 
is still at the high end.298  

The high salary costs in Sweden are probably contributing to these high TETCC. 

Relative burden of tax compliance 

When looking at the country ranking based on the relative TETCC (Ratio 1 – TETCC to 
turnover), Sweden is located on the 16th place with a slightly above average relative 
TETCC, with Germany, France, Slovakia and Poland in the final four places.299  

Swedish enterprises also present a slightly higher than average percentage in the 
IETCC to turnover ratio.300  

CIT framework 

Tax compliance obligations and processes 

The Swedish CIT return is based on the statutory accounting results. For this reason, 
the CIT return includes two pages where the relevant accounting information should 
be filled in. The figures and classification of the financial information should, however, 
correspond to the classification in the financial statements. This means that the 
accounting information should be copied from the financial statements to the CIT 
return.  

Within the CIT return, these figures will be adjusted for tax purposes (such as tax 
depreciation, losses, non-deductible expenses or provisions).  

The Swedish CIT return comprises only four pages (excluding any appendices). It is 
not mandatory, but an enterprise can attach the underlying computations or other 
information to the CIT return.  

The survey showed that 82% of the respondents filed their CIT returns electronically, 
which is just above the average of the countries in the Study. There is no obligation to 
file the tax return electronically and Swedish enterprises still have the opportunity to 
file the corporate tax return on paper. We understand that external advisers often file 
the CIT return on paper, since the electronic filing is linked to an individual and not to 
an enterprise. For this reason, a personal ID is required.  

Advance CIT payments have to be made based on a decision provided by the Swedish 
tax authorities at the beginning of the year. The computations are based on the tax 
that was due for the previous year. This is a very convenient method for Swedish 
enterprises, since they just have to pay when they receive the letter from the Swedish 
tax authorities. This might also be a reason for the low irritation costs with respect to 
CIT. Only 24% of the respondents find CIT compliance rather or very irritating in 
Sweden. This is well below the country average of almost 40%.301  

Finally, Sweden has a very high percentage of enterprises that outsource their tax 
obligations. Approximately 80% of the Swedish enterprises surveyed outsource some 
or all of their tax compliance work.302 This high outsourcing rate does not appear to 
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have a great impact on CIT compliance costs, as Swedish enterprises recorded lower 
compliance costs compared to their peers.  

Tax accounting and documentation requirements  

More than 70% of the Swedish respondents to the survey find the tax accounting and 
documentation requirements only somewhat burdensome or not burdensome at all.303 
This is a high percentage compared to the other countries in the Study. The short CIT 
return, the absence of TP disclosures and the absence of additional VAT 
documentation probably contributes to this perception. 

Indeed, in Sweden there is no requirement in place to disclose any TP documentation 
together with the CIT return. Nonetheless, TP documentation should be prepared 
annually. Although it is not mandatory, Swedish enterprises can chose to file the TP 
documentation at the same time as the CIT return is filed. This makes it more difficult 
for the Swedish tax authorities to levy penalties in case an adjustment is made.  

In case the Swedish tax authorities request TP documentation, the enterprise should 
provide it within 30 days.  

Complexity and changes of tax legislation 

Survey respondents were asked whether they perceive the complexity of tax laws as 
very burdensome, burdensome, somewhat burdensome or not burdensome. 
Remarkably, each option received a percentage between 20% and 28%.304 This 
means that the responses are almost equally divided. Changes in tax law are well 
explained and generally do not have an impact on the compliance burden. 

Special measures on tax compliance for SMEs 

There are no special measures in Sweden that would alleviate the CIT compliance 
burden for SMEs. 

VAT framework 

Tax compliance obligations and processes 

The Swedish VAT return is not considered to be very complex and counts the same 
amount of boxes regardless the size of the enterprise. Moreover, guidelines to fill out 
the VAT return are available on the Swedish tax authorities’ website in English. The 
VAT compliance is not perceived as burdensome which is also reflected in our findings 
as only 30% of the respondents find the VAT compliance in Sweden irritating.305 The 
Swedish VAT return can be submitted either on paper or electronically. For both types 
of submission, specific formats are required.  

Enterprises involved in cross-border activity are required to file an EC Sales Listing if 
sales are performed to taxable persons in other Member States. If certain thresholds 
are exceeded, an Intrastat return should also be filed. 

Tax accounting and documentation requirements 

No VAT ledger or SAF-T file should be submitted with the VAT returns. 

Complexity and changes of tax legislation 

The Swedish VAT law did not change often during the last years. In 2010 Sweden 
changed the place of supply rules for services. More recently the MOSS was introduced 
in line with EU level changes.  
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Simplification measures and registration thresholds 

Enterprises with a yearly turnover of less than Swedish Krona (SEK) 30 000 (EUR 
3 297) are not obliged to register for VAT purposes. Note, however, that this measure 
entered into force as from 1 January 2017 and could thus not impact our findings. This 
could explain average VAT compliance costs for micro-sized enterprise whilst the VAT 
compliance is not considered as burdensome in Sweden. Quarterly filing is possible if 
yearly turnover is less than SEK 40 million. 

As a simplification for enterprises with a yearly turnover of less than approximately 
SEK 1 000 000 (EUR 109 908), they need to file a VAT return once a year. 

Foreign enterprises which only perform distance sales in Sweden can benefit from 
simplification measures if they do not exceed an annual threshold of SEK 70 000 (EUR 
7 694) in line with the EU distance selling rules.  

Other taxes 

The wage related taxes and contributions and the custom and excise duties (diesel 
tax, electricity excise tax, excise tax, alcohol tax) are indicated as the most 
burdensome taxes other than VAT and CIT.306 Although the wage related taxes are 
indicated as burdensome, the process is rather simple since the individual situation is 
only taken into account at a later stage. The monthly filing should be done together 
with the VAT return. Moreover, only one payment should be made to the Swedish tax 
authorities and they will allocate it to the appropriate authorities.  

Tax registration requirements 

All forms of enterprises have to be registered with the Swedish Enterprises 
Registration Office. One can apply online to register an enterprise in Sweden. As a 
second step, the enterprise should register with the Swedish tax authorities. The 
enterprise needs to apply for an F-tax307 and VAT registration and if relevant, the 
enterprise should also register as an employer. This can be done at once via a form to 
be filed on paper. The enterprise can also apply online for the registration with the 
Swedish tax authorities. 

Interaction with tax authorities 

The website of the Swedish tax authorities is fully accessible in English, which makes it 
easier for foreign investors to get acquainted with the Swedish tax system.  

Basic information with respect to VAT compliance is available on the website of the 
Swedish tax authorities in English. This information relates to the registration in 
Sweden, the refund for foreigners and the Swedish VAT return. 

The Swedish tax authorities are easily accessible and are organised by type of 
enterprise. 

Conclusions 
Good practices 

Although Swedish enterprises incur a high absolute and relative burden of tax 
compliance compared to other countries in the survey, tax compliance is not perceived 
as burdensome by the Swedish respondents to the survey. This is likely the result of 
the following good practices in Sweden:  

• The stable tax environment offering certainty to taxpayers. 
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• The short CIT return and the easy pre-payment process reducing the preparation 
work. 

• The clear guidelines and explanations issued by the tax authorities, which are also 
available in English, reducing the need for outsourcing, also for foreign taxpayers. 

• The simplified VAT measures for SMEs (based on turnover thresholds) reducing the 
compliance burden. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden:  

• A simplification of the VAT rules, especially for cross border transactions may 
reduce VAT compliance costs 

• Special measures simplifying CIT compliance for SMEs are currently not in place. 
Such measures can further reduce the workload. 

• A more cooperative approach of the tax authorities for smaller enterprises that are 
less tax savvy may reduce the need for outsourcing. 

7.2.20 United Kingdom 

Key quantitative findings 

TETCC  

UK enterprises record lower or similar average TETCC in comparison to the other 19 
countries covered by this Study.308 Especially for LSEs, significantly lower average 
TETCC were registered compared to the other countries. Although the overall TETCC is 
lower or similar for all types of enterprises, it is worth noting that for CIT compliance 
costs for micro-sized enterprises and LSEs are above the average of the countries in 
scope of the Study.309  

With respect to VAT, all types of enterprises are below the average except the micro-
sized enterprises which have average tax compliance costs.310  

When looking at the country ranking based on TETCC (calculated through the SCM), 
the UK is situated on the 13th place.311 After controlling for differences in enterprise 
characteristics, the UK stays around the same place.312 

Relative burden of tax compliance 

With respect to the country ranking based on the relative TETCC (ratio 1 – TETCC to 
turnover), the UK is doing a bit better and is ranked 9th .313 When looking at the 
country ranking based on relative IETCC, the UK records a well below average 
percentage in the IETCC to turnover ratio.314  

CIT framework 

Tax compliance obligations and processes 

The CIT return starts from the statutory accounts of the enterprise prepared under 
local GAAP or International Financial Reporting Standards. The accounting figures are 
then subject to multiple adjustments which are required by tax legislation. The 
statutory financial statements should be attached to the tax return in an iXBRL format. 

                                                   
308  See Figure 106. 
309  See Figure 107. 
310  See Figure 108. 
311  See Figure 109. 
312  See Figure 38. 
313  See Figure 28. 
314  See Figure 29. 
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Furthermore, UK enterprises usually enclose a detailed analysis of certain accounts to 
support the adjustments in the tax return. 

The CIT return contains multiple supplementary pages such as: details of tax refunds, 
loans and arrangements and sections for reporting, for example, CFCs, 
consortium/group relief claims, particular tax regimes (e.g. shipping, oil and gas) and 
on disclosing tax avoidance schemes. Many of these annexes will only be relevant for 
LSEs, which, together with a generally aggressive anti-avoidance culture, might 
explain why UK LSEs record higher than average CIT compliance costs. These annexes 
are all pre-defined by the UK tax authority and all CIT returns should be filed 
electronically. Available tax calculation software will generally populate the tax return 
form and convert to the required iXBRL format.  

In the UK there is a base level of work that has to be done in order to file an accurate 
tax return which includes, in principle, analysing all transactional and accounting data 
as there is no concept of materiality. This minimum level might explain why UK micro-
sized enterprises present compliance costs for CIT which is above average. Even the 
micro- and small-sized enterprises have to do the analysis of their costs and income.  

LSEs, typically, need to analyse a lot of transactions. They may have many additional 
and non-standard aspects to their tax return that have to be considered during the 
preparation of the CIT return. This could be a possible explanation for the above 
average CIT compliance costs for UK LSEs.  

The CIT return always has to be filed in the online format required by the UK tax 
authority. This means that an approved software needs to be used. The UK tax 
authority provides an online version of this software but this is generally only relevant 
for micro-sized enterprises due to its simplicity. All other enterprises will have to 
license software or use an external adviser to prepare the tax return.  

Despite the fact that the CIT return should be filed electronically, the survey showed 
that only 71% of the respondents file their CIT return electronically.315 The UK tax 
authority may accept paper returns in exceptional circumstances (only in cases where 
there is a reasonable excuse). The low electronic filing percentage may be due to a 
misinterpretation by the respondents of the term “electronic filing” because all 
documents are prepared offline and only then filed through a portal or because they 
use an advisor and so either do not know the return is filed electronically or thought 
the question only related as to whether they do it themselves. In this regard it is 
worth mentioning that the UK is moving towards “Making Tax Digital”, which means 
that enterprises will be using digital accounts. At present this will not be before April 
2020 but, once implemented, will require businesses to keep digital records and send 
the UK tax authorities quarterly updates. 

With respect to advance payments, LSEs are required to pay their CIT in four 
instalments. There is no set calculation format available for the calculation. The 
taxpayer does not need to file any return or form when making the advance payment. 
However, the enterprise should retain a contemporaneous record of the calculation in 
case the tax authority wishes to analyse the supporting calculation. If the taxpayer 
can support its reasoning, the tax authority cannot impose a penalty. The advance 
payments in four instalments might also be an element which plays a role in the fact 
that CIT compliance costs for LSEs is above average. SMEs on the other hand do not 
have to make any advance payments where UK profits are less than Pound Sterling 
(GBP) 1.5 million (EUR 1 860 765) (Note that, where an enterprise has related 51% 
group enterprises (whether they are UK or non-UK enterprises), the GBP 1.5 million 
threshold is reduced by dividing this threshold by the number of related 51% group 
enterprises plus one. 

                                                   
315  See Table 7. 
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Tax accounting and documentation requirements  

Almost 45% of the respondents in the UK consider the tax accounting and 
documentation requirements as not burdensome.316 This is a very high percentage 
compared to the other countries in scope of the Study, which can probably be 
explained by the fact that the requested documentation is not exceptional and well 
known by the taxpayers.  

Also, the annual CIT return does not specifically need to include any TP information if 
the numbers do reflect an arm’s length basis where subject to TP legislation. However, 
TP documentation does need to be prepared by the time of submission of the tax 
return and, if the UK tax authority requests the supporting documentation, the 
enterprise has to provide it within 45 days of the request.  

Complexity and changes of tax legislation 

Almost 40% of the respondents in the UK consider the complexity of tax laws as not 
burdensome and only 15% indicated them as very burdensome.317 This means that 
the UK recorded very good relative results in this regard. However, it should be noted 
that since 2013–2014 an enormous amount of new tax laws have been introduced. 
Most of the recent complex legislation targets LSEs as the focus for the tax authorities 
has been on anti-avoidance measures for multi-national groups but there may be 
some impacts on SMEs if they conduct cross-border business or have engaged in 
aggressive tax planning. 

Special measures on tax compliance for SMEs 

There are certain special measures available for SMEs such as a different 
R&D scheme. Some tax laws contain de minimis thresholds and are directed only at 
larger enterprises. 

In addition, some compliance requirements that LSEs must follow do not apply to 
SMEs, such as the Senior Accounting Officer regulations, publication of the enterprise’s 
UK tax strategy and International Movement of Capital reporting.  

SMEs should pay their tax nine months after the end of the period, whereas LSEs 
should pay their tax in four instalments as already mentioned above.  

VAT framework 

Tax compliance obligations and processes 

In the UK, the VAT return consists of nine boxes and is quite simple to fill out. Also, 
the UK tax authorities provide clear and sufficient guidelines with respect to VAT 
compliance. This might explain the rather low percentage of UK respondents (30%) 
that found tax compliance rather or very irritating.318 VAT returns have to be 
submitted electronically. Enterprises which perform IC-supplies in other EU Member 
States are required to submit an EC Sales Listings. Depending on the value of 
transactions, Intrastat returns also have to be filed.  

Tax accounting and documentation requirements 

In the UK, there is no requirement for taxable persons to submit VAT ledgers.  

Complexity and changes of tax legislation 

The complexity of UK VAT law is considered as average. It should be noted, however, 
that the UK tax authority issues guidelines and manuals with respect to the VAT rules 
and VAT compliance. Further, UK VAT law is not often changed. Once a year a Finance 
Act is issued which includes VAT legislative changes. It is unusual for VAT changes to 

                                                   
316  See Figure 45. 
317  See Figure 43. 
318  See Figure 16. 
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be legislated more frequently than this. Most changes are relatively minor (e.g. 
changes in VAT registration thresholds) or of an anti-avoidance nature. The last UK 
VAT rate change was in 2011 where the standard rate of VAT increased from 17.5% to 
20%. 

Simplification measures and registration thresholds 

Enterprises established in the UK are not required to register for VAT if their annual 
turnover does not exceed GBP 85 000 (EUR 105 443). They may, however, opt for 
voluntary registration if they determine this to be in their interest. Foreign enterprises 
are always obliged to register for VAT purposes in the UK as they do not benefit from 
this simplification.  

There are a significant number of special VAT regimes which offer a measure of 
simplification for smaller enterprises. These include the Annual Accounting Scheme, 
the Cash Accounting Scheme, the Flat Rate Scheme and other Margin and Retail 
schemes that relieve the AB of VAT compliance. It is a matter for an individual 
enterprise to decide whether they might be beneficial. Nonetheless, it should be noted 
that VAT compliance costs of micro-sized enterprises in the UK is considered as 
average whereas other types of enterprises face below average VAT compliance costs. 
Of course, this may reflect the low burden in other countries regardless of the reliefs 
offered in the UK. 

Foreign enterprises which only perform distance sales in the UK can benefit from 
simplification measures if they do not exceed an annual threshold of GBP 70 000 (EUR 
82 489) in line with the EU distance selling rules.  

Other taxes 

Next to VAT and CIT, wage related taxes and contributions and property and real 
estate tax are considered as burdensome in the UK.319 Payroll taxes are complicated in 
the UK, since the Pay as You Earn (PAYE) system depends on the personal status of 
the employee which will change on a regular basis (for example: paternity leave, 
joining during the year, student loans, going overseas). This also means that there are 
no fixed percentages for the withholding on salary. It would be less burdensome for 
the enterprises to have a fixed/general percentage for the PAYE system and make the 
adjustments/correction on the basis of the personal income tax return. 

Tax registration requirements 

New UK enterprises need to register with Companies House. After this registration, the 
enterprise will then need to register for corporate tax with the UK tax authorities. The 
enterprise needs to do this within three months of starting to do business. The 
enterprise will need the 10-digit Unique Taxpayer Reference for this registration. The 
UK tax authority will post this number to the enterprise address. For VAT the 
enterprise will have to register separately.  

Interaction with tax authorities 

It is evident that all information on the website of the UK tax authority is available in 
English.  

Resources such as guidelines and manuals are provided by the UK tax authorities on 
their website. In combination with the simple VAT return, taxable persons, certainly 
for smaller enterprises, should be able to file the VAT return without the assistance of 
local tax advisors.  

The tax authorities have a practice of consulting taxpayers at least six months before 
publishing draft legislation (although there are circumstances, for example with 
targeted anti-avoidance legislation, where this will not be the case). 
                                                   
319  See Figure 124. 
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Conclusions 

Good practices 

Based on the information available, we observed the following good practices that 
positively impact the TETCC in the UK.  

• Simplified CIT and VAT measures for SMEs and a relatively straight-forward 
compliance regime for VAT, reducing the compliance burden for SMEs. 

• Provision of guidelines and manuals (in English) reducing the need for taxpayers to 
outsource.  

• Upfront consultation with taxpayers before new draft law is enacted, taking into 
account the concerns and suggestions of taxpayers. 

Areas for improvement 

It is possible that the following areas could benefit from measures to reduce the 
compliance burden: 

• A more cooperative approach of the tax authorities with more face-to-face contact 
for smaller enterprises; 

• Simplification of the analytical requirements for the CIT return for smaller 
enterprises together with potential consideration of closer alignment to using 
accounting profits as the measure for taxable profit, would also increase efficiency 
and reduce the compliance burden, 

• A more easy computation of the payroll related taxes and contributions, without 
considering the personal situation of the employee, would make them less 
burdensome. 

  



Study on tax compliance costs for SMEs  

135 

7.3 General conclusions  
The below conclusions (and recommendations) are based on both the quantitative and 
qualitative analysis of what the survey data tells us but also on the practical 
experience of our KPMG tax professionals, information received from international 
organisations and other sources (as documented in Section 7.1) as to the tax 
compliance burdens faced by business. 

It is important to note that there is never a one-to-one relationship between the 
TETCC and a feature of the tax system of a country. The TETCC are the results of a 
combination of features of tax systems and country initiatives, some of which have a 
positive impact on compliance costs, others a negative impact. It is the analysis of the 
quantitative and qualitative country findings, their comparison between countries and 
the practical experience of our KPMG tax professionals that led to the below 
conclusions on the issues impacting TETCC. 

7.3.1 TETCC 

The qualitative analysis of the survey results in the 20 countries of this Study has 
helped identify the main issues that have an impact on TETCC. The qualitative analysis 
indicates that TETCC seem to be positively correlated with the following features of 
national tax systems. 

• The complexity of the tax regulations, whether related to CIT, VAT and/or wage 
related taxes and contributions. In this respect the number of specific provisions, 
including the number of tax rates, and the number of exceptions that are foreseen 
in the tax law have been indicated by the respondents to the survey as a reason 
for complexity and increased AB.320 

• The frequency of changes in tax legislation: the more frequently the tax law is 
changed, the more time it takes to understand the tax provisions, to implement 
them in the accounting system and/or to apply them in the tax returns. 

• The complexity of the tax returns: lengthy tax returns requiring a lot of manual 
input obviously take more time to complete with an associated increase in TETCC. 

• The documentation to be provided in a standardised format with the tax return: 
the preparation of, for example, a tax balance sheet, a VAT ledger or a SAF-T file 
requires more time and cost. 

For instance, the absolute and relative TETCC are high in France, Germany and 
Austria.321 These are countries with complex tax legislation that changes often and 
where the tax return is complex as a result of the required manual input or the 
documentation to be submitted in a standardised form alongside the tax return. 
Enterprises in Poland incur high VAT compliance costs322 mainly as a result of the 
extensive VAT return which includes the need to fill in 74 separate boxes. 

On the other hand, in line with the quantitative findings, the qualitative analysis 
suggests that the frequency of filing does not have a substantial influence on TETCC. 
Support can be found in Estonia that presented very low absolute and relative CIT 
compliance costs323 although CIT returns are filed on a monthly basis. Also, the 
Estonian respondents to the survey did not perceive the frequency of filing as 
burdensome. Furthermore, in Greece where six advance CIT payments need to be 
made, CIT compliance costs324 are not particularly high. 

The analysis has indicated that SMEs are often subject to the same general formalities 
as larger enterprises. However, SMEs often will not have a specialised internal tax 

                                                   

320  See also Table 36. 
321  See Figure 109. 
322  See Figure 90. 
323  See Figure 59. 
324  See Figure 74. 
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team at their disposal to deal with these formalities and therefore may often outsource 
the preparation of their tax compliance filing obligations to a third party. The absence 
of clear guidelines in simple, understandable language with examples also often 
requires the involvement of a tax adviser. This external cost can weigh more heavily 
on an SME than a larger enterprise. Comparative studies confirm the finding of 
disproportionately high tax compliance burdens faced by SMEs.325 

7.3.2 Perception of AB 

Close analysis of the quantitative findings through the qualitative analysis identified 
that the perception of taxpayers of AB related to tax compliance obligations is not 
always positively correlated with TETCC, although often the case. The following good 
practices could possibly reduce the perception of AB even where actual TETCC remain 
high: 

• the making available of manuals and guidelines by the tax authorities, clarifying 
the interpretation of tax laws and explaining how to fill in a tax return; 

• consultation with taxpayers before a tax law is published; 
• “co-operative compliance“ and operation of a risk-related compliance regime, 

reducing the burden of tax audits for taxpayers identified as lower risk; 
• accessibility of tax authorities. 

For example, in the UK tax compliance is not perceived as burdensome although 
TETCC are rather high. The same is valid for Sweden. The first three bullet points 
above are hallmarks of the UK regime, even if accessibility can be more difficult for 
SMEs than larger taxpayers. Also, a stable tax environment, especially for SMEs, helps 
to feed that perception of low AB. 

7.3.3 Cross-border activities 

12% of the respondents to the survey indicated that tax compliance impacted their 
business model for cross-border activities.326 These respondents perceived it as time 
consuming and expensive and mentioned the different legislations, the different and 
additional obligations, the separate registrations, the poor guidance from the tax 
authorities and the difficulties to communicate with tax authorities as reasons 
negatively impacting cross-border activities. VAT has been mentioned as one of the 
main taxes impacting cross-border activities327, together with CIT, wage-related taxes 
and contributions, withholding taxes on movable income and custom and excise 
duties.  

Although VAT is the most harmonised tax in the EU, VAT rates, thresholds for VAT 
registration, special schemes for SMEs and VAT compliance obligations differ from 
country to country. Moreover, the qualitative analysis makes clear that in general the 
applicable thresholds for simplification measures are not available to non-residents. 
Although this differentiation is a long-established feature of the EU VAT system, and 
enshrined in Article 283(1)(c) of the VAT Directive, it is difficult not to see it as 
disproportionate and an impediment for SMEs wishing to exploit Internal Market 
opportunities. This would justify a change to the VAT Directive and the measures 
recently proposed by the Commission are a step in this direction.  

                                                   
325  OECD. (2015). Taxation of SMEs in OECD and G20 Countries, OECD Tax Policy Studies, No. 23. Paris: 

OECD Publishing, http://dx.doi.org/10.1787/9789264243507-en; Evans, C., Hansford, A., Hasseldine, 
J., Lignier, P., Smulders, S. & Vaillancourt, F. (2014). Small business and tax compliance costs: A cross-
country report of managerial benefits and tax concessions, eJournal of Tax Research, 12(2).  

326  88% of the respondents to the survey indicated that tax regulations or formalities did not impact their 
“business model of cross-border activities“. However, only a minority (30%) of these 88% respondents 
(or 26,4%) reported to realize turnover in other (EU) Member States. A lot of micro- and small-sized 
enterprises may indeed not have an intent to sell cross-border. 

327  More than 58% of the respondents to the survey that indicated that tax compliance impacted their 
business model for cross -border activities, specifically mentioned that VAT negatively impacted their 
cross-border trade. 

http://dx.doi.org/10.1787/9789264243507-en
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Tax returns and detailed guidelines on the compliance obligations and the 
interpretation of tax laws are often only available in the local language of the 
countries. Local tax authorities are sometimes difficult to contact and do not always 
speak either the language of the foreign taxpayer or English. Non-residents who incur 
tax compliance obligations in cross-border trade are therefore often obliged to 
outsource their tax compliance to a local tax advisor which may increase overall 
TETCC. 

It is noteworthy that these very same issues were raised in the European Tax Survey 
conducted in 2004 but still exist today. It seems, however, that the Commission, 
through no fault of its own, has had so far only limited success in remedying these 
obstacles to cross-border business for SMEs. 

7.3.4 Comparison between old, new and non-(EU) Member States 

We verified whether any specific correlation could be determined between, on the one 
hand, TETCC and the perception of burden and, on the other hand, the length of 
membership of a Member State in the EU. We came to the conclusion that the level of 
TETCC does not necessarily relate to the EU entrance date of the countries. The 
complexity of tax legislation and the format in which enterprises have to provide 
information to the tax authority are the determining factors for the TETCC.  

FYROM enterprises recorded a low TETCC. FYROM is the only country addressed in this 
survey that is not a Member State of the EU. Its low TETCC appear to result from its 
stable and less complex tax environment, the simplified tax returns it requires and the 
special measures for SMEs which are not impacted by any overriding requirements of 
EU law. It may also be the case that, as a non-EU country, its businesses face fewer 
obligations, particularly in relation to VAT, when they engage in cross-border 
activities. 

7.3.5 Evolution of tax compliance 

The respondents in most countries perceive the evolution of tax compliance as more 
burdensome compared to 2010. Especially in Austria, Czechia, Italy and Slovakia, tax 
compliance is perceived as having become much more burdensome.328 The complexity 
of tax regulations, the frequent changes of tax legislations and the increased 
compliance formalities have been mentioned as main reasons for this perception. 

Most taxpayers in Finland, FYROM, Ireland, Luxembourg, Sweden, the Netherlands 
and the UK perceive the burden of tax compliance regulations as unchanged. 

There are very few respondents that consider that tax compliance has become less 
burdensome compared to 2010.329 

This is also in line with the conclusion set out earlier in the Study that the relative 
burden of tax compliance of the enterprises located in the twelve Member States 
which were also in scope of the European Tax Survey performed in 2004 was almost 
the same in 2014.330 

7.4 EU level recommendations for SMEs 
The recommendations at the EU and country level described below are based on the 
analysis set out in this Study and are focused on its stated aim of identifying options 
for reducing TETCC for SMEs as well as to reduce barriers of participation in cross-
border trade arising from tax compliance burdens. We reasonably expect that a 

                                                   
328  See Figure 47. 
329  These respondents are mainly located in Estonia, France, Spain and the UK but even there they 

represent less than 5% of the total respondents. 
330  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union, 97. 
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reduction of TETCC as well as a reduction of barriers for cross-border trade will 
encourage economic activity and will have a positive impact on the wider economy.331 

7.4.1 Policy recommendations on CIT 

Definition of SME and harmonisation of thresholds 

The thresholds for qualifying as an SME for tax purposes differ throughout the EU. The 
harmonisation in the statistical definition of an SME continues to prove difficult due to 
the different economic, social and political concerns of individual countries in their 
approach to SMEs. Consequently, enterprises might be considered as an SME in one 
country but could, on the other hand, qualify as a LSE in another country. As this 
causes some confusion for the enterprises that conduct business cross-border and 
increase the complexity of the associated tax obligations, one might consider 
harmonising on an EU level the SME thresholds for CIT for micro- and small-sized 
enterprises. These thresholds will need to be defined in a clear and transparent way. 
Every enterprise itself should be able to verify whether they are an SME and whether 
they qualify for SME-specific CIT provisions, without any help from a tax adviser.  

Instead of defining SME thresholds solely based on one criterion (turnover), which 
would vary with the economic sector in which the enterprise operates, one could 
consider to use a combination of criteria such as number of employees, turnover and 
total balance sheet to define SMEs. The definitions could for instance be aligned with 
those formulated in Directive 2013/34/EU on the annual financial statements332 as 
implemented in the Member States. 

These thresholds could then be used for simplified financial reporting obligations and a 
specific tax regime for micro- and small-sized enterprises. As a result, SMEs will be 
able to make an aligned assessment of the applicability of the tax obligations for all 
Member States.  

Common Corporate Tax Base (CCTB) type scheme for micro- and small-sized 
enterprises 

Citing a need to “rectify the serious obstacles and market distortions that enterprises 
which seek to do business across frontiers within the EU encounter”, the EC proposed 
in 2011 a Common Consolidated Corporate Tax Base (CCCTB) that cross-border 
enterprises could use to calculate their taxable profits in the EU.333 Political consensus 
proved difficult and the proposal stalled because of disagreement over the tax 
consolidation provision. The Commission relaunched the concept in 2016 which 
envisaged seeking initial agreement on a CCTB and later moving on to incorporate the 
consolidation elements foreseen in the original CCCTB proposal. The new initiative 
continues to encounter difficulties with finding consensus and the Commission’s 
timetable for the CCCTB entering into force on 1 January 2019 with the C(C)CTB 
following in 2021 now looks unachievable.334 

                                                   
331  It is important to note that we have not undertaken any form of impact analysis on these 

recommendations to examine the estimated economic, financial, fiscal or other impacts if they were to 
be implemented. We would expect and recommend policy makers to undertake such analysis before 
concluding on any course of action based on the findings of this Study. 

332  Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on the annual 
financial statements, consolidated financial statements and related reports of certain types of 
undertakings, amending Directive 2006/43/EC of the European Parliament and of the Council and 
repealing Council Directives 78/660/EEC and 83/349/EEC. 

333  European Parliament. (2012). European Parliament legislative resolution of 19 April 2012 on the 
proposal for a Council directive on a Common Consolidated Corporate Tax Base (CCCTB) 
(COM(2011)0121 – C7-0092/2011 – 2011/0058(CNS)) – Recital. 

334  European Parliamentary Research Service, Delivorias, A. (September 21, 2017). Common Consolidated 
corporate tax base (CCCTB), Briefing EU Legislation in Progress. Retrieved from 
http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/599395/EPRS_BRI(2017)599395_EN.pdf, 
15 November 2018. 

http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/599395/EPRS_BRI(2017)599395_EN.pdf
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The proposal for a CCTB provides for a single set of detailed rules to calculate the 
taxable income of an enterprise. Furthermore, the proposal contains provisions against 
BEPS and two specific features to boost the European economy (allowance for growth 
and investment and a super deduction of R&D expenses).  

Without entering into the wider debate about the future of CCTB, the concepts 
underlying the CCTB proposal might be used to create a tax regime within the EU 
specifically for micro- and small-sized enterprises. Indeed, as demonstrated in our 
quantitative analysis, these categories of enterprises experience the largest relative 
tax compliance burden. Respondents to the survey mentioned the complexity of the 
tax systems, including many rules and exceptions, as key driver of the increased tax 
compliance burden. Simplification of the tax regulations and processes was a resulting 
recommendation and this by respondents across all countries.335 With respect to CIT, 
respondents specifically suggested to connect the tax base more closely to the 
accounting profit.  

To reduce the AB of micro- and small-sized enterprises and encourage them to do 
business across frontiers within the EU, some consideration might be given to a 
simplified CCTB type scheme specifically designed for micro- and small-sized 
enterprises (whether or not they engage in cross-border business). Even such a 
limited proposal would, however, need consensus in the Council, the prospects for 
which would have to be realistically assessed. 

It is envisaged that a restricted scheme along these lines would involve an easy to 
compute tax base applicable for all micro- and small-sized enterprises in the EU. 
These enterprises would be able to compute their taxable income based on the 
accounting profit adjusted for a limited number of non-deductible expenses computed 
on the basis of fixed percentages that would be the same in all Member States. A 
simplified investment incentive could possibly also be foreseen as part of the scheme. 
Member States could still apply their national tax rate and national tax returns would 
still have to be filed in the respective Member States.  

In the European Tax Survey of 2004, the EC already concluded that the existence of 
different tax systems in the EU impose larger costs on enterprises having cross-border 
activities.336 A simplified CCTB for micro- and small-sized enterprises would reduce the 
complexity created by different tax legislations encountered by those enterprises 
wishing to expand cross-border. This could reduce the need for local tax advisors and 
the outsourcing of their CIT compliance work. It could therefore be reasonable to 
expect that this would lead to a reduction in CIT compliance costs when micro- and 
small-sized enterprises conduct cross-border business. This probably explains why 
63% of SMEs that responded to the public consultation from the Commission were in 
favour of providing the possibility to opt into the C(C)CTB. We consider that, if a CCTB 
were specifically designed for micro- and small-sized enterprises, it could act as a 
factor that would enable more SMEs to trade cross-border.  

It is further envisaged that a CCTB for micro- and small-sized enterprises could 
facilitate easier access by such enterprises to all the necessary CIT information and 
guidelines they would need for cross-border activities in the EU which, possibly with 
the help of the Commission, could be made available in both English and in the 
national languages of the Member States.  

For micro- and small-sized enterprises the introduction of an easy to compute 
common tax base that would be applicable for all micro- and small-sized enterprises in 
the EU will thus reduce the complexity created by different tax legislations, reduce the 

                                                   
335  See Table 36. 
336  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union, p. 97.  
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need for outsourcing their tax compliance work and encourage their cross-border 
activity. 

For the Member States, possible advantages of a CCTB which is limited for use by 
micro- and small-sized enterprises may include that: 

• it might not generate major adverse budgetary consequences on behalf of the 
Member States considering the limited tax bases of micro- and small-sized 
enterprises (although the additional administrative costs for the taxing authority in 
administering and maintaining tax collection systems for a parallel regime would 
need to be taken into account); and 

• Member States would, in particular, not have to accept constraints on their power 
to manage their corporate tax system for medium-sized enterprises and LSEs 
thereby preserving their autonomy to foster a competitive corporate tax system 
that promotes investment, employment and growth. 

• Some of the concerns which are often raised in relation to the current C(C)CTB 
proposal would arguably therefore be lessened, at least in the case of micro- and 
small-sized enterprises.  

Single Harmonised Tax Return 

Building further on a CCTB for micro- and small-sized enterprises, a single and 
harmonised CIT return could be foreseen to support the CCTB for micro- and small-
sized enterprises in the EU. A standardised approach to the content and format of the 
tax return could be used to simplify the preparation of the return which could also be 
made available both in English and in the national languages of Member States. 

An easy to compute CCTB combined with a single harmonised tax return for micro- 
and small-sized enterprises would not only simplify the applicable CIT regulations for 
micro- and small-sized enterprises but also their tax reporting processes, reducing the 
need to outsource their tax compliance work. As a next step, it could then be foreseen 
to have one single consolidated tax return including all micro- and small-sized 
enterprises of the group in the EU. 

Unified Tax Return Platform 

In a case where a CCTB for micro- and small-sized enterprises and a harmonised tax 
return is introduced, a further step could be taken to introduce a unified tax return 
platform for all enterprises applying the CCTB regime. 

It is envisaged that such a platform would have multiple advantages for taxpayers and 
would also respond to certain demands of taxpayers which were identified based on 
this survey, including that:  

• the platform could provide the enterprises with easy access to both practical and 
detailed CIT information both in English and in the national languages of Member 
States; and  

• all CIT returns could be filed on the platform in the local language so that both 
taxpayers and tax authorities would, in time, be able to have enhanced visibility of 
the tax position of an enterprise over time.  
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7.4.2 Policy recommendations on VAT 

VAT and SMEs – recent developments 

The EU VAT system has from the outset sought to provide some measure of relief for 
small-sized enterprises in meeting their obligations.  

Changes made to the VAT Directive in December 2017 have brought some welcome 
extensions.337 VAT rules will be simplified for start-ups, micro-sized enterprises and 
SMEs selling goods to consumers on-line in other Member States. VAT on cross-border 
sales under EUR 10 000 per annum will be handled according to the rules of the home 
country of the smallest enterprises. SMEs will benefit from simpler procedures for 
cross-border sales of up to EUR 100 000 annually. These measures will enter into 
force on 1 January 2019 and the recommendations take due account. 

In January 2018 the Commission proposed new simplification rules to help reduce VAT 
compliance rules for small-sized enterprises338. Although it recognizes that the current 
SME scheme is in need of modernisation, the proposal largely respects the VAT 
Directive’s settled approach but would also introduce the following measures. 

• Member States may at their discretion free all small-sized enterprises that qualify 
for VAT exemption from obligations relating to identification, invoicing, accounting 
or returns. 

• A EUR 100 000 pan-EU turnover threshold would allow enterprises operating in 
more than one Member State to benefit from exemption. 

• SMEs would benefit from simplification measures whether or not they have already 
been exempted from VAT. 

For the moment, these proposals remain under consideration by Member States and 
their eventual adoption as legislation is subject to reaching a consensus in the Council. 
These SME measures are linked to the finalisation of the definitive VAT regime and 
accordingly any implementation will not occur before July 2022.339 The Commission 
has linked these measures with a definitive VAT system for intra EU cross-border trade 
based on the principle of taxation in the Member State of destination. The proposed 
SME changes are nevertheless taken into account and specifically referenced where 
appropriate in the recommendations which follow.  

Thresholds for special schemes 

In addition to changes enacted in December 2017, the VAT Directive has a range of 
measures for SMEs affording either exemption up to prescribed limits, the 
simplification of reporting obligations or simplified procedures for charging and 
accounting for VAT. The practical benefits may be improved cash flow, reduced 
compliance costs or a price advantage springing from the need not to charge VAT. For 
the most part these measures are at the discretion of Member States and are not 
universally available. In most instances, however, where national provisions are in 
place, SMEs will be able to choose whether they find the measures beneficial. It is 
clear that some of them will not be attractive to all enterprises. This is particularly the 
case with exemption thresholds that some SMEs find unattractive and which are often 
applied in a restrictive manner by individual Member States. This typically occurs 
where an enterprise prioritises the recovery of input VAT, either because their 
customers are businesses that  can recover the VAT on their invoices or because they 
have incurred high input VAT costs in a start-up period. The restriction on the 

                                                   
337  European Council. (2017). VAT on electronic commerce: New rules adopted. Retrieved from 

http://www.consilium.europa.eu/en/press/press-releases/2017/12/05/vat-on-electronic-commerce-new-
rules-adopted/, 15 November 2018. 

338  See supra footnote 4. 
339  See European Commission. (2016). Action Plan on VAT. Retrieved from 

https://ec.europa.eu/taxation_customs/business/vat/action-plan-vat_en, 15 November 2018.  

http://www.consilium.europa.eu/en/press/press-releases/2017/12/05/vat-on-electronic-commerce-new-rules-adopted/
http://www.consilium.europa.eu/en/press/press-releases/2017/12/05/vat-on-electronic-commerce-new-rules-adopted/
https://ec.europa.eu/taxation_customs/business/vat/action-plan-vat_en
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application of thresholds to non-established SMEs is also irksome and not conducive to 
exploiting cross-border activities. In those circumstances, a sensible use of the array 
of relief measures should ensure that such an SME benefits in accordance with the 
intent of legislators. A pan-EU approach to thresholds, along the lines recently 
proposed by the Commission, whereby small-sized enterprises would benefit from 
simplification measures, whether or not they have already been exempted from VAT, 
is a step in the right direction. The possibility to exempt these small-sized enterprises 
from a range of administrative obligations and, through use of a common pan EU 
threshold, to facilitate operations across more than one Member State should prove 
beneficial. The idea of the Commission that a non-established trader requires prior 
notification before using this exemption is proportionate and not unduly burdensome. 

The special schemes for small-sized enterprises in Article 281 et seq. of the VAT 
Directive is, notwithstanding the reference to “applying simplified procedures”, 
perceived as more complex than it needs to be. That other measures potentially of 
benefit to SMEs are scattered throughout the VAT Directive does not help to establish 
an impression of coherence. The Commission’s recent proposal to modernise these 
provisions is therefore welcome. It helps in establishing a context wherein the 
measures are provided to reduce and eliminate the burden of charging and collecting 
VAT for both taxable persons and tax administrations whilst preserving the economic 
neutrality of the tax and the fundamental rules of tax collection. The scheme is in 
need of modernisation, particularly in the context of the Commission’s aims for a shift 
towards destination based taxation. 

Subject to certain limitations, the existing SME scheme allows Member States to 
introduce simplified procedures for charging and accounting for VAT or to exempt 
SMEs below a certain size from normal VAT obligations. Each Member State applying 
such simplified procedures can determine the limits and conditions depending on its 
own requirements within a common framework. These measures are liable to play a 
role in overcoming difficulties that might be encountered by the smallest undertakings 
when applying VAT. Nevertheless it seems that the legislators at the time were 
uncertain as to whether a system of exemption and graduated tax relief can be 
considered as normal within the framework of a general tax on consumption such as 
VAT. This presumably explains why Article 294 identifies the SME scheme as 
transitional, pending definitive VAT arrangements.340 

The freedom allowed to Member States and the resultant diversity in application of the 
SME related provisions create complexity in the common VAT system. The distinction 
drawn between domestic SMEs and SMEs from other Member States is difficult to 
reconcile with the aspirations of the Internal Market. This is likely to be accentuated 
by any move towards destination-based taxation. Any reform of the existing 
provisions should address these issues and also facilitate improved tax compliance. In 
linking its proposal to the wider creation of a definitive VAT system, the Commission 
seems to share this vision. 

Effectiveness of the current special schemes 

Based on our findings, we see that most Member States have implemented special 
schemes for SMEs, reducing the burden of charging and collecting VAT or eliminating 
this burden altogether. Our findings, however, show that, in spite of special schemes 
being put in place, micro- and small-sized taxable persons still bear relatively high 
VAT compliance costs.341 This can be explained by (i) the low thresholds which apply 
for benefiting from the special schemes, and (ii) these schemes may not be considered 
as beneficial by the SMEs as they cannot claim for input VAT. In the latter instance, 
particularly if a smaller enterprise is focused on B2B or customers outside the EU, the 

                                                   
340  The Commission is proposing the deletion of Article 294. 
341  See Section 6. 
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non-recovery of input VAT associated with exemption may negate any attractiveness 
in the scheme. The inability to provide a VAT invoice may be a deterrent for certain 
customers who want to recover VAT and otherwise see the price charged as reflecting 
the cost of a level of unrecoverable VAT. Exemption thresholds are but a partial 
response to the difficulties faced by SMEs in applying normal VAT procedures. Member 
States should be encouraged to look at the use of additional simplifications (e.g. 
margin or flat rate schemes or sector-specific simplifications) as complementary 
measures. It is unlikely, however, that any one measure deployed in isolation will 
benefit all taxpayers. Tax administrations should therefore be conscious that a more 
extensive use of the scope of the VAT Directive is probably needed to achieve the 
underlying objective, which remains ensuring that excessive burdens do not hinder 
start-ups or smaller enterprises.342 In order to reduce compliance burdens on SMEs, 
the Commission’s recent proposal looks beyond mere exemption and its consequences 
and promotes simplified VAT registration, invoicing, accounting and reporting 
obligations where smaller enterprises are not exempt. It also proposes greater access 
to cash accounting schemes for SMEs.  

Here, reference can be made to the VAT compliance system of micro-sized taxable 
persons in Austria (see VAT framework, Section 7.2.1). Indeed, on an overall basis, 
Austrian micro-sized taxable persons face disproportionately high VAT compliance 
costs as compared to medium-sized and LSE taxable persons, notwithstanding the 
availability of a special scheme to taxable persons with a turnover exceeding a certain 
threshold. This is set at EUR 30 000 in Austria although almost all Austrian 
participants in the survey had a higher turnover. Another example is Belgium where 
micro- and small-sized taxable persons face a relatively higher cost relating to VAT 
compliance in Belgium (see VAT Framework – Section 7.2.2) than medium-sized and 
LSE taxable persons even if simplification measures are available for micro- and small-
sized enterprises which do not exceed a certain threshold in turnover. Here again a 
few of the participating Belgian enterprises recorded a turnover lower or equal to the 
threshold of EUR 25 000. 

In general there are very few enterprises in the survey that realised a turnover of less 
than EUR 30 000 or even EUR 50 000 Therefore, we can reasonably conclude that, 
contrary to their aim, the special schemes are not so widely applied in practice. This is 
also reflected in the Summary Report of the EC of 11 April 2017343 whereby only 27% 
of the respondents affirmed to apply a special scheme. The main reason was that their 
annual turnover exceeded the threshold. Another was the unavailability locally of such 
special schemes, which is, for example, the case in Spain (although other sector-
specific measures may be available – see VAT Framework – Section 7.2.18). Based on 
our results, micro-sized taxable persons in Spain also have relatively high VAT 
compliance costs compared to SME and LSE taxable persons. 

                                                   
342  This is echoed by the Commission in the Impact Assessment accompanying its legislative proposal of 

18.1.2018. See European Commission. (2018). Commission Staff Working Document – Impact 
Assessment Accompanying the document Proposal for a Council Directive amending Directive 
2006/112/EC on the common system of Value Added Tax as regards the special scheme for small-sized 
enterprises. SWD (2018) 9 final. Retrieved from http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=SWD:2018:9:FIN&rid=1, 15 November 2018. 

343  DG TAXUD. (April 11, 2017). Summary Report - Responses to the public consultation on the special 
scheme for small-sized enterprises under the VAT Directive. Taxud.c.1.(2017) 2171823. 
https://ec.europa.eu/taxation_customs/consultations-get-involved/tax-consultations/public-consultation-
special-scheme-small-enterprises-under-vat-directive_en, 15 November 2018. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=SWD:2018:9:FIN&rid=1
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=SWD:2018:9:FIN&rid=1
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Review of thresholds  

Any attempt to lighten the compliance burden on smaller enterprises should include 
revisiting the existing thresholds. They are currently relatively low and thus have a 
narrow scope. As indicated in the Commission’s Summary report, the foremost cause 
of the non-application of special schemes lies with the threshold.344 Taxable persons 
are unable to apply the special schemes foreseen in their jurisdiction as their turnover 
exceeds the threshold. Therefore, raising the threshold significantly should positively 
impact their effectiveness by bringing more businesses within their scope. The 
Commission has taken a welcome step in this direction by proposing a single turnover 
ceiling of EUR 85 000 to replace the existing provisions in the VAT Directive but 
leaving it to Member States to set their national thresholds below that ceiling at level 
reflecting their own economic or political circumstances.345 

On a practical level, however, it is difficult not to be sympathetic regarding previous 
attempts by the Commission to apply order or economic rationale to the manner in 
which Member States apply thresholds but it is also necessary to acknowledge the 
resistance of Member States to changes. To take one example, in an otherwise 
successful proposal to bring third country e-service suppliers within the scope of VAT, 
the Commission advocated on pragmatic grounds that a yearly turnover threshold of 
EUR 100 000 should apply thereby excluding taxable supplies below that figure.346 The 
Council rejected this provision. It is earnestly to be hoped that the Commission’s 
current efforts fare better. 

Obligatory implementation 

Further, in order to harmonise the special schemes in the EU and avoid distortive 
competition effects between Member States, the implementation of special schemes 
for SMEs could be made obligatory for the Member States. The application by taxable 
persons of the special schemes should, however, be optional in certain situations, 
because, as explained above, taxable persons might prefer the right to deduct input 
VAT above the exemption of VAT compliance, e.g. activities with a low margin and 
high input VAT.  

The Commission’s proposal leaves this at the discretion of Member States. 

Opening the special schemes to foreign taxable persons 

To encourage cross-border trading it would be desirable to eliminate the existing 
differences between established and foreign taxable persons. Our findings confirmed 
that special schemes can only be applied by established taxable persons of a particular 
Member State (which is of course what the VAT Directive currently foresees). Only in 
the case of distance sales (B2C), can foreign taxable persons apply special schemes. 
From an economic point of view this may discourage SMEs from conducting cross-
border trade in a B2B context, as foreign taxable persons cannot benefit from special 
schemes and therefore face an additional administrative compliance burden when 
trading abroad. This also has distortive effects on competition as established taxable 
persons, in principle, have less administrative compliance costs.  

These barriers can be eliminated by opening up the special schemes in the respective 
Member States to non-established SMEs. We therefore recommend considering the 
implementation of special schemes that can be applied by established taxable persons 

                                                   
344  DG TAXUD. (April 11, 2017). Summary Report - Responses to the public consultation on the special 

scheme for small-sized enterprises under the VAT Directive. Taxud.c.1.(2017) 2171823. 
https://ec.europa.eu/taxation_customs/consultations-get-involved/tax-consultations/public-consultation-
special-scheme-small-enterprises-under-vat-directive_en, 15 November 2018.  

345  Interestingly, the proposed EUR 85 000 ceiling would, if enacted, require one Member State (UK) to 
reduce its current national threshold.  

346 COM (2000) 349 of 7 June 2000 Proposal for a Council Directive amending Directive 77/388/EEC as 
regards the value added arrangements applicable to certain services supplied by electronic means. 



Study on tax compliance costs for SMEs  

145 

as well as foreign taxable persons to overcome the AB of cross-border trading. As the 
thresholds associated with the current EU distance sales regime confirm, such an 
extension to the SME scheme thresholds should not create administrative or 
compliance difficulties for national tax administrations. In order to avoid the possible 
distortive effect of cumulative national thresholds for an individual business, a single 
pan-EU threshold should be considered. 

In its proposal347, the Commission recognises the risk of distortion of competition and 
envisages that exemption under the SME scheme be extended to enterprises 
established in another Member State whose pan-EU annual turnover is below EUR 
100 000. This is of course consistent with a future move towards destination based 
taxation but would also be justified as long as the current transitional system remains 
in place. 

Graduated VAT compliance 

Another recommendation is the gradual expansion of VAT compliance obligations as 
the turnover of the SMEs increases. Currently, taxable persons are either not 
subjected to VAT compliance requirements at all or are subject to the full range of VAT 
compliance obligations depending on whether the threshold is exceeded. This being 
said, SMEs which first exceed the threshold often face disproportional compliance 
costs considering their low turnover. To stimulate growth of SMEs, it could be 
considered that the burden of VAT compliance should reflect the turnover and only 
gradually increase towards full obligations. This could be achieved, for example, by 
working with progressive increases in compliance obligations as the thresholds are 
exceeded. Gradual VAT compliance will thus eliminate disproportional compliance 
costs since the VAT obligations would be aligned with the related turnover. The 
practices in some Member States such as less frequent filing (e.g. Sweden), sector-
specific simplifications (e.g. Spain) or a choice of simplification measures such as 
margin or flat rate schemes at their discretion of the taxpayer (e.g. the UK and 
Poland) provide a useful adjunct, countering the abrupt nature of a fixed threshold.348 

The Commission does not see graduated tax relief in the context of exemption as 
contributing to reducing tax burdens on SMEs. Rather, in its recent proposal, it sees it 
as a source of complexity and of little benefit.  

Nevertheless, we consider that since VAT obligations are clearly established as 
onerous and simplification measures should be available not just to SMEs who qualify 
for exemption but also to those considered small in economic terms, there are good 
arguments for ensuring that the transition from simplified obligations to a full VAT 
compliance regime should be as unburdensome as possible. 

OSS 

Another measure to alleviate the AB of VAT compliance can be found in the 
implementation of a more extensive OSS. This is a logical evolution of the MOSS that 
came into force in the EU as from January 2015, drawing on experiences with an 
earlier scheme for non-EU suppliers. The scope of the MOSS is, however, for the 
moment, limited to telecommunication services, television and radio broadcasting 
services and electronically supplied services but the changes adopted by the Council in 
December 2017 will widen this considerably by allowing all enterprises that sell goods 
online to deal with their VAT obligations in the EU through a single easy-to-use online 
portal in their own language. Nevertheless, the implementation of a wider OSS system 
poses challenges that still need to be solved before these measures enter into full 
effect in 2021. Member States will need to agree on detailed implementing provisions 
and invest in upgrading and enhancing the IT systems that underpin the system. Care 

                                                   
347  See supra footnote 4. 
348  See Section 7.2. 
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should be exercised so that the detailed implementation regulations take due account 
of the compliance capacities of start-ups and smaller enterprises. 

There are clear benefits in following through with this process to a level of 
simplification and reduction of the AB of compliance where taxable persons generally 
can declare all their Europe-wide transactions through a single VAT return in the 
Member State of establishment.  

It is therefore good news that as part of its programme for a far-reaching reform of 
the EU VAT system, based on taxation at destination, the Commission is now 
proposing a broad OSS for enterprises that sell cross-border to deal with their VAT 
obligations.349 However, many of the advantages set out in the following paragraphs 
would flow from such a measure even without a move to destination based taxation 
for goods. 

Single registration for Europe-wide transactions 

In this envisaged wider application of the OSS system under the proposed definitive 
VAT system, VAT would be charged at the rate which applies in the Member State of 
destination regardless of whether the buyer is established in the same or another 
Member State as the seller. The seller has to report all its EU-wide transactions to the 
tax authority of its Member State of establishment. Accordingly, the seller has the 
obligation to pay the corresponding VAT, after deduction of the relevant input VAT, to 
his/her own tax authority. The tax authority in the Member State of establishment will 
then pass on the corresponding VAT to the tax authorities of the Member States of 
destination, where the respective buyers are established.  

In comparison with the current system, the implementation of a comprehensive 
OSS system would reduce the AB of VAT compliance for enterprises with cross-border 
activities and indeed encourage others to pursue such opportunities. Currently, 
taxable persons are obliged to report their activities abroad in the Member State 
where the activity is deemed to take place. For example, a Belgian enterprise 
specialised in the retail sector sells goods through an online platform to customers 
located in the Member State of establishment (i.e. Belgium) as well as customers 
located in other Member States, such as France and Germany. Assuming that the 
special schemes for distance sales do not apply, or the applicable threshold has been 
surpassed, the Belgian enterprise has to register for VAT purposes in France and 
Germany. In the case at hand, the Belgian enterprise will have VAT compliance 
obligations in Belgium, France and Germany. Whereas the current system would 
require the Belgian enterprise to register and fulfil VAT compliance in the country of 
the destination, a full OSS system under the destination principle would only require a 
single registration and VAT compliance within the EU. Thus, the Belgian enterprise 
would have to register only in Belgium and correspondingly report its Europe-wide 
transactions to the Belgian tax authorities. Hence, the AB of VAT compliance should be 
far less extensive under an OSS system. 

Reducing AB and cost of VAT compliance  

In light of the above, a full OSS has several advantages. First, a VAT registration in 
every Member State where business is conducted would no longer be mandatory. 
Taxable persons would only have to register for VAT purposes once, namely in the 
Member State of establishment. This would be a significant alleviation of VAT 
compliance costs considering that a VAT registration and compliance abroad is an 
additional cost. Moreover, taxable persons would be able to report their Europe-wide 
transactions in their own Member State, through the filing of a VAT return they are 
familiar with, and above all in their own language. 

                                                   
349  European Commission. (2017). The Future of VAT. Retrieved from 

https://ec.europa.eu/taxation_customs/sites/taxation/files/factsheet_futurevat.pdf, 15 November 2018.  
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Note that, in the EC’s summary report, respondents were of the opinion that an 
extended and reinforced OSS system was considered as one of the most important 
simplifications measures for all cross-border trading taxable persons.350 

Challenges of OSS  

However, the implementation of an OSS system poses some challenges. Member 
States have to be willing to share part of the administrative handling of their VAT 
collection to other Member States. Indeed, under the OSS system, the Member State 
of establishment has to collect the “foreign” VAT which has been charged and then 
must subsequently pass on this revenue to the Member State of destination. Here, a 
strong and effective co-operation between all the tax authorities in the EU will be 
essential and tax authorities must act with the same rigour in the collection of foreign 
VAT as their own. Another challenge lies with the conditions to carry out a VAT audit. 
Foreign tax authorities may wish to retain the right to audit or investigate the 
underlying transactions in relation to the VAT which is collected on their behalf. A 
priority for the Commission must be the establishment of the necessary technical 
networks to assure the implementation of the December 2017 VAT Digital Single 
Market package351 that can function as a basis for the eventual definitive regime. 

In so doing, the Commission should be conscious of the risk of mischief in the 
functioning of the single registration. To avoid taxable persons arbitrarily choosing a 
Member State of preference, rules should be put in place to determine the correct 
Member State of registration. This will obviate a potential source of distortion of 
competition. 

Taxable persons applying the OSS system, in particular SMEs, may need support with 
the determination of correct VAT rate. As they may well be unfamiliar with the detailed 
rules in the respective Member States of destination, uncertainty could arise as to 
whether the reduced or the normal VAT rate applies. Here the Commission could 
establish an EU-wide interrogative database.  

As a general point, it is opportune to stress that the Commission has a particular 
responsibility for the care and maintenance of the EU’s VAT system. This is particularly 
so where the functioning on the Internal Market is concerned. We therefore strongly 
advocate that the Commission should urgently address the aforementioned aspects of 
the VAT system identified by this Study that create obstacles for SMEs wishing to 
engage in cross-border business. The evidence gathered, particularly from the 
consultation of stakeholders and experts and supported by the insight and expertise of 
KPMG, indicates that business would welcome this. 

A special VAT scheme for SMEs?  

In January 2018, the Commission proposed new simplification rules to help reduce 
VAT compliance costs for small-sized enterprises, the details of which are summarised 
above. Linked as they are to the delivery of the definitive VAT system, implementation 
is not foreseen before 2022.  

A more radical approach, and perhaps deliverable in a shorter time scale, might 
involve the introduction of a special VAT scheme for SMEs. Here alternative models 
which are already in the VAT Directive could be considered. If the existing margin 
schemes were to be followed, VAT would be payable on the net margin earned. 
Another alternative would be along the lines of the farmers’ flat rate scheme.  

                                                   
350  DG TAXUD. (April 11, 2017). Summary Report - Responses to the public consultation on the special 

scheme for small-sized enterprises under the VAT Directive. Taxud.c.1.(2017) 2171823. Brussels.  
351  European Commission. (2017). Digital Single Market - Modernising VAT for cross border e-Commerce. 

Retrieved from https://ec.europa.eu/taxation_customs/business/vat/digital-single-market-modernising-
vat-cross-border-ecommerce_en, 15 November 2018.  
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The basic principle is that SMEs would be removed from the normal complexities of 
VAT and subject to a simplified scheme aligned to either commercial margin or 
turnover. Specific provision could also be made for VAT refunds on large capital 
investment. 

A detailed economic analysis or impact assessment of these concepts go beyond the 
scope of the current Study and would require further work. If, however, the objectives 
of any reform of the VAT system for SMEs are a material reduction in compliance 
burdens and easier access to markets in other Member States whilst at that same time 
sustaining overall tax revenue levels, it is difficult to see why more examination should 
not be accorded to such radical measures even if they appear disruptive within the 
established functioning of the common VAT system. To avoid distortion or disruption in 
cross-border trade, the Commission would have to ensure that any such measures 
were applied consistently in all Member States and that the outcomes put local 
enterprises and enterprises from other Member States on an equal footing. 

VAT and cash flow issues for SMEs 

The cash flow difficulties encountered by SMEs associated with VAT should not be 
discounted. Whilst compliance costs are a significant ongoing burden in need of 
reform, the existential threat created by phenomena such as slow repayment of input 
VAT, particularly where this has been incurred in another Member State, can be of a 
different order. 

SMEs and startups, to an extent greater than larger or established enterprises, are 
dependent on an orderly and predicable cash flow for their very existence. Although 
the legislative provisions and the underlying principles of neutrality should ensure that 
VAT does not become a burden on enterprises, other than where specifically foreseen, 
in practice enterprises often suffer time penalties associated with slow repayment of 
taxes. 

Remedies are indeed available but litigation can be an expensive and time consuming 
path which in practice may not be really accessible to SMEs. 

The Commission might therefore give consideration to establishing a procedural 
remedy for SMEs facing difficulties of this nature that is less onerous or expensive 
than litigation. Where these difficulties are ongoing and recurrent and either threaten 
the continued existence of an SME or act as a deterrence to doing business in a 
particular Member State, this is not easily reconciled with the proper functioning of the 
Internal Market.  

7.5 Country level recommendations 
7.5.1 Country level recommendations for all taxes 

Clear and accessible guidelines  
Lack of clear tax related information has been mentioned by the respondents to the 
survey as a reason for the AB.352 Although we cannot draw a proven causal link 
between the lack of information and high TETCC, it seems highly probable and 
intuitive that the lack of good, accessible information is a contributory factor. 

On a national level, it is therefore recommended that all Member States adopt 
guidelines on the application and interpretation of tax laws. Indeed, the absence 
and/or complexity of (sufficient) tax related information can often be a reason why tax 
compliance is outsourced as taxable persons are not familiar with the imposed 
reporting obligations. SMEs, in particular, are affected by the unavailability of 
information as they are unlikely to have either the knowledge or the resources, such 
as expert finance or in-house tax managers, to deal with complex tax compliance. 

                                                   
352  See Table 36. 
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Hence, they potentially face disproportionate TETCC as a result. Note that the 
available information should not only relate to tax compliance but also to more 
content related topics such as the availability of special schemes, the assessment of 
transactions or the calculation of disallowed expenses.  

Impact of clear and accessible guidelines on TETCC 

Based on our qualitative analysis, we have concluded that the availability of clear and 
easy accessible information with respect to national tax systems and arrangements 
constitutes a good practice. Enterprises in Member States of which the tax authorities 
have published this information, such as Estonia and the Netherlands, recorded a 
significant lower overall TETCC. Also in Finland, a country in which the enterprises 
consistently recorded a smaller average TETCC than their EU peers, we noticed that 
the Finnish tax authorities website does contain, quite broadly, CIT compliance related 
information in English.353 Furthermore, limited versions of the website are available in 
Estonian, French, German, Polish, Russian and Sami. This broad variety of available 
languages is not often seen in other countries. In the above-mentioned Member 
States, taxable persons with no tax knowledge or adequate resources can access the 
relevant information on the tax authority’s website and do not necessarily need a tax 
advisor to explain and fulfil the tax obligations.  

By contrast Member States with basic VAT information, which is insufficient to assess 
the qualification of transactions or to report the transactions in the VAT return, also 
recorded overall high VAT compliance costs. For example we refer to Austria (see 
Section 7.2.1). In this case, taxable persons with limited resources are de facto 
obliged to outsource their VAT compliance, potentially increasing their compliance 
costs for VAT disproportionately. This is particularly the case when SMEs are faced 
with multiple VAT registration obligations. With regard to CIT, we noticed that most of 
the countries have an (often small) English section on their website dedicated to CIT 
compliance information. However, the information is mainly high-level and not 
sufficient to tackle most of the issues that arise. This seems to be a clear disadvantage 
to a cross-border trader not proficient in the local language and without easy access to 
the resources to obtain language and tax expertise. As indicated elsewhere in the 
Study, we think the Commission has a role to play in the availability of information 
other than in the local languages. 

Easy accessible, tailor-made information 

It is not merely availability but also complexity and general awareness of essential 
information that can impact the relatively high cost for VAT compliance for SMEs. It is 
all too likely that the available information is too complex or that SMEs just are not 
aware of the existence of this information. In this respect, our findings show that 
micro- and small-sized enterprises in Belgium recorded a relatively high TETCC whilst 
in-depth guidelines on the assessment and reporting of transactions are published by 
the Belgian tax authorities.354 Considering the relatively high compliance costs for 
these types of taxable persons, it may indicate that the available information is either 
too complex for the taxable persons or that said taxable persons are just not aware of 
their existence. Therefore VAT related information should not only be available, but it 
should also be clear and easily accessible for taxable persons. In this respect 
respondents to the survey were recommending the issuance of guidelines in simple 
language that is understandable by non-tax persons and with the presentation of 
examples.355 Complex tax legislation or extensive compliance obligations would 
increase the need for such clear guidelines.  

                                                   
353  See Section 7.2, specifically Section 7.2.5 on Finland. 
354  See Section 7.2.2. 
355  See Table 36. 
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The difficulty of acquiring information on tax laws and regulations has already been 
identified as an obstacle for SMEs in the European Tax Survey that was published in 
2004356, where it was stated that the figures suggested that the larger the enterprise, 
the less difficult it is to obtain information. This does not seem to have been resolved 
in the intervening years. 

In 2007, another report for the EC was issued with regard to “Models to reduce the 
disproportionate regulatory burden on SMEs”357 as the European Council explicitly 
recognised the crucial role of SMEs and underlined the need for a regulatory 
environment that was simple and transparent. The Report of the Expert Group also 
expressed the need for small-sized enterprises to be informed about the regulations 
that apply to them in a way that is understandable, concise and straightforward. 
Indeed, enterprises will save time and costs when they receive tailor-made and clear 
information. Tax authorities need to make sure that the information is provided in the 
language of business and not in the language of public administrations. One 
praiseworthy initiative was the UK No-Nonsense Guide.358 

Furthermore, in 2013, the OECD stressed the fact that revenue bodies need to ensure 
that taxpayers are aware of tax obligations and are well equipped to comply with 
them. These information and guidance activities will reduce the need for costlier and 
less effective interventions at a later stage. According to the OECD, they are also 
important from a service perspective as they are about facilitating compliance.359  

Where the evolution of tax systems and business models mean that tax obligations 
increasingly fall on entrepreneurs established in other countries, availability of 
sufficient information to comply in accessible languages becomes essential if the 
taxpayer is not to incur additional costs. 

Coaching and guidance for SMEs and cooperative compliance 

In our Study, we came across a good practice in Italy where the tax authority coaches 
young entrepreneurs. However, enterprises were, unfortunately, not keen on inviting 
tax authorities on to their premises. This might be due to the fact that taxpayers 
consider the tax authorities as a “big brother”, only looking for additional taxes. This 
point of view needs to change in order to make a success out of the different 
initiatives to coach and guide SMEs. Normally, the only moment the enterprises have 
contact with tax inspectors is when things go wrong. In general, that entails talking 
about errors, interest and penalties and therefore does not normally constitute a 
pleasant discussion. Should enterprises on the other hand establish a good 
relationship with their tax inspector they may more easily contact him or her should 
they have any question, thereby avoiding possible errors.  

The approach of cooperative compliance seems to work well in the Netherlands. In this 
new (more horizontal instead of vertical) relationship, the enterprise and the tax 
authorities both share information as soon as possible (without waiting the preparation 
of the tax return) and try to find a joint solution in a climate of mutual trust, co-
operation and transparency. For the enterprises this way of working present the 
advantage that they have more certainty on their tax position in the financial 

                                                   
356  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union, p. 97. 
357  European Commission. (2007). Models to reduce the disproportionate regulatory burden on SMEs - 

Report of the Expert Group. Brussels: Enterprise and Industry Directorate General.  
358  Invest NI. (2012). No-nonsense guide to government rules and regulations for setting up your business. 

Retrieved from https://www.yumpu.com/en/document/view/42283230/invest-ni-no-nonsense-guide-11-
pdf-invest-northern-ireland, 04 December 2018.  

359  OECD. (2013). Together for Better Outcomes: Engaging and Involving SME Taxpayers and Stakeholders. 
Paris: OECD Publishing. Retrieved from http://dx.doi.org/10.1787/9789264200838-en, 15 November 
2018. 

http://dx.doi.org/10.1787/9789264200838-en
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accounts. For the tax authorities, the advantage is that they have less work in 
processing tax returns because they were already aware of possible issues.  

In the Netherlands, when the tax authority and the enterprise adopt this way of 
working, they formalize their relationship with a covenant.360 One of the prerequisites 
in order to enter into a cooperative compliance agreement is that the enterprise 
disposes of an effective tax control framework evidencing that it is in control of its tax 
compliance processes and tax risks. One might believe that this is less the case for 
SMEs as they often lack some of the checks and balances that are present in LSEs. 
This does not, however, mean that cooperative compliance cannot be applied towards 
SMEs, but another approach might be necessary. In the Netherlands for example, 
there is a special program for SMEs in which the intermediaries (in principle 
accountants) play a major role. The tax authorities will assess the system used by the 
accountant who can, if the assessment is positive, then apply to be an intermediary 
for SMEs (which is formalized in a contract). If an accountant has a client which 
he/she feels is ready for cooperative compliance, he/she can submit this client under 
the contract he/she has concluded with the tax authorities. 

Consideration could in this respect also be given to a risk based audit approach for 
SMEs which may promote voluntary compliance. SMEs that would be rated low risk 
based on selected criteria, including for instance historical compliance, would not be 
subject to tax audits during a certain period. 

The Commission, working in conjunction with the Member States concerned, could 
consider using the Fiscalis programme to share and promote best practice in this 
area.361 

Guidelines in English 

The need for clear and accessible guidelines is especially called for in order to 
encourage cross-border activities in the Single Market. Currently, cross-border 
activities are hampered as detailed tax related information in most of the Member 
States is only available in the national language. Our findings have shown that only a 
few Member States such as Estonia, Finland and Italy have detailed VAT guidelines in 
English (although others do have rudimentary English language materials).362 Taxable 
persons who undertake cross-border activities are therefore likely to have to consider 
the use of external advisors and the outsourcing of compliance as they cannot manage 
compliance in-house in the national language of the different Member States. This was 
also identified in the EC’s Summary report363 as one of the main difficulties 
encountered by SMEs in the context of cross-border activities.  

Considering the small turnover of SMEs, it could easily be the case, from an economic 
and perception point of view, that it is too burdensome to set up cross-border 
activities in another Member State if compliance has to be outsourced merely as a 
result of language barriers. Nonetheless, should the available information be published 
at least in English, this may encourage taxable persons to feel they can handle the tax 
compliance obligations that go along with cross-border activities in a cost effective 
manner.  

It is probable that those Member States who do not currently offer information in 
languages other than their own will plead cost as a limiting factor. This is 

                                                   
360  Belastingdienst. (2013). Leidraad Toezicht Grote Ondernemingen. Retrieved from 

https://download.belastingdienst.nl/belastingdienst/docs/leidraad_toezicht_grote_ondernemingen_dv42
31z1fd.pdf, 15 November 2018.  

361  Fiscalis 2020 is an EU cooperation programme, managed by the Commission, which enables national tax 
administrations to create and exchange information and expertise. 

362  See the relevant country findings under 7.2, for the Estonian example please refer to Section 
Section 7.2.4. 

363  DG TAXUD. (April 11, 2017). Summary Report - Responses to the public consultation on the special 
scheme for small-sized enterprises under the VAT Directive. Taxud.c.1.(2017) 2171823. Brussels.  

https://download.belastingdienst.nl/belastingdienst/docs/leidraad_toezicht_grote_ondernemingen_dv4231z1fd.pdf
https://download.belastingdienst.nl/belastingdienst/docs/leidraad_toezicht_grote_ondernemingen_dv4231z1fd.pdf
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understandable. The Commission could usefully give consideration to making 
EU funding available to national administrations for this purpose (possibly within the 
Fiscalis programme). It would be difficult not to conclude that this would improve the 
functioning of the Internal Market. 

Simplification of tax legislation and returns for SMEs 

The need for clear and accessible guidelines is mainly due to the complexity and 
fragmented nature of tax legislation as well as related complexity of tax returns. 
Either outsourcing of tax compliance or risk of non-compliance may feel like the only 
options available to SMEs if there are no clear and accessible guidelines available, as 
they are generally ill-equipped to deal with the complex legislation, particularly foreign 
legislation.  

As our findings have shown, tax legislation is generally considered as highly complex. 
Accordingly, medium-sized enterprises and LSEs often have in-house tax departments 
or tax specialists in order to manage the compliance obligations imposed by tax laws. 
Micro- and small-sized enterprises, on the other hand, have less resources and 
knowledge to deal with tax law. As a consequence, SMEs often need to outsource their 
tax compliance if they are to comply with tax legislation. 

It is useful to recall that the complexity of tax laws was mentioned by the respondents 
to the survey as a reason for the AB.364 Less complex tax regulations with less rules, 
less rates (VAT) and less exceptions as well as simplified tax returns with less details 
were the resulting recommendations that the respondents made.365 It is important to 
note that “simplification of tax regulations” was the most frequently mentioned 
recommendation in all countries of the survey. 

A simplification of the overall VAT and CIT systems, or special measures for SMEs – or 
only for micro- and small-sized enterprises – is therefore highly desirable. We refer in 
this respect also to the recommendations made at EU level. An obvious consideration 
is to assess whether CIT returns for smaller enterprises could more closely align to the 
accounting profit366 meaning that the SME has to only calculate one measure of profit 
which serves for both accounting and tax purposes, with an associated simple tax 
return. 

Less frequent changes in tax laws affecting SMEs 

Enterprises that participated in the survey also often mentioned frequent changes in 
tax law as the reason why tax law is becoming more complex. Furthermore, when 
asking the enterprises to give their top three recommendations for easing the tax 
compliance burden, “less changes in tax law” was one recommendation that was 
mentioned.367 The SME Test368 which analyses the possible effect of legislative 
proposals on SMEs is a good example of how this is achieved at EU level. The same 
principles should apply when these measures are implemented at national level.369 In 
addition to this, and in line with the above-mentioned report for the EC with regard to 
“Models to reduce the disproportionate regulatory burden on SMEs” (2007), 
opportunities should be considered for co-ordinating the implementation and timing of 
new regulation in order to limit the burden of regular change on taxpayers.370 
Generally speaking, considering all new tax regulation through an “SME lens” could aid 
implementation of less burdensome legislation. 

                                                   
364  See Figure 43. 
365  See Table 36. 
366  See also 7.5.1. 
367  See Table 36. 
368  European Commission. (2018). SME Test. Retrieved from https://ec.europa.eu/growth/smes/business-

friendly-environment/small-business-act/sme-test_en, 15 November 2018.  
369  Similar to the SME test mentioned in the above footnote for EU legislative proposal.  
370  European Commission. (2007). Models to reduce the disproportionate regulatory burden on SMEs - 

Report of the Expert Group. Brussels: Enterprise and Industry Directorate General. 

https://ec.europa.eu/growth/smes/business-friendly-environment/small-business-act/sme-test_en
https://ec.europa.eu/growth/smes/business-friendly-environment/small-business-act/sme-test_en
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Countries should also bear in mind that enterprises, in particular SMEs, need to have 
enough time to get to know, adjust and implement changes in tax law. In order for 
enterprises to get acquainted with newly introduced rules, tax authorities should issue 
clear guidance well ahead of entry into force and should give time to enterprises to 
ask questions and assess impact. Consultation with taxpayers before a new law is 
published has proven to be good practice in the UK and elsewhere. Taxpayers will then 
know largely what they can expect prior to the law taking effect. 

A simplification of the tax legislation for SMEs or micro- and small-sized enterprises 
will in itself already limit any important future changes. 

A more restrained approach to levying of penalties 

A reduction of penalties, especially for unintentional errors, was one of the 
recommendations that was made by the respondents to the survey.371 This was also a 
suggestion that came out from our discussions with international organisations.  

It should therefore be considered whether tax authorities could revise their approach 
towards penalties and to review the merits of levying a penalty when the taxpayer has 
admitted accidently making a mistake – of course by obeying principles of due course 
of law according to national constitutions. Indeed, in most of the countries under 
review, penalties are imposed when an enterprise (even for the first time) makes a 
mistake, forgets to include certain information, misses a deadline or accidently fills in 
the wrong box or code in a tax return, even where no tax is lost. In these situations it 
might be considered disproportionate to levy a penalty. Penalties are generally high 
whereas tax legislation is complex and often unclear. We accept that there are 
circumstances where penalties are justifiable but proportionality is essential, 
particularly where no tax loss arises. We, however, would like to stress that, in many 
situations, long-term trust and compliance might be better achieved by meeting with 
the taxpayer and discussing the issue at stake. Penalties do not necessarily help 
taxpayers to understand and address the behaviours that are causing the problem. 

Here we consider it to be more constructive that tax authorities, on discovering a 
mistake made by a taxpayer, should highlight this, explain the mistake and allow a 
reasonable timeframe to correct it. Only then should non-co-operation lead to a 
penalty. Where the mistake has been made in good faith it will be better in light of an 
approach of cooperative compliance, to refrain from penalising and informing the 
enterprise about the correct treatment; this approach may impact the perception of 
taxpayers on the AB and lead to better long term compliance outcomes. A restrained 
approach to levying penalties could be introduced as a way of minimising harsh 
treatment for first offences but encouraging ongoing compliance. 

Tax portal with login for each enterprise 

We observe that some enterprises struggle with the fact that the tax authorities of 
their country are not easily accessible372 and, as enterprises need to remain up to date 
with regard to the management of their tax position, we would like to highlight a good 
practice in Austria. In 2002, Austrian tax authorities opened a tax IT-system on which 
Austrian enterprises are able to consult their tax related documents (e.g. tax returns 
filed, assessment notes, payments made, available refunds). Also the Finnish tax 
authorities offer a good example in this respect.373 

There are all kinds of positive effects linked to the set-up of a tax portal: enterprises 
are more up to date with their current tax position, enterprises are able to consult at 
any point in time their returns filed in previous years and will therefore keep track of 

                                                   
371  See Table 36. 
372  We refer in this respect also to the recommendations that were made in that direction by the 

respondents to the survey. See Table 36. 
373  See Section 7.2.1 for Austria and 7.2.5 for Finland, with a focus on the Interaction with tax authorities.  
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different tax issues, tax offices will be able to work faster as the enterprises do not 
need to contact them for files that are missing, enterprises will less easily miss 
deadlines, increased transparency, etc.  

Ideally, this portal will need to include the following features in order to achieve the 
above-mentioned positive effects: 

• possibility to consult all your assessment notes and filed returns with regard to 
CIT, VAT and other taxes; 

• possibility to check on a day-by-day basis which payments were done and which 
payments need to be made; 

• indication of time-line including future due dates; 
• comprehensive databases providing specific information on the basis of a relatively 

detailed profile; 
• possibility to offset taxes due with a tax credit without a formal request; 
• possibility to change contact details of the enterprise (with automatic effect); 
• consultation in English; 
• contact details of the competent authority for each specific topic (CIT – VAT/filing 

of a claim – payment issues) and 
• possibility to upload documents in case of a tax audit. 

In this regard it is interesting to note that contacting tax authorities has already been 
identified as an obstacle for enterprises in the report published in 2004.374 
Furthermore, in the OECD report Tax Compliance by Design (2014), the OECD 
expressed the need for technological developments which might help to deliver a 
seamless and secure flow of accurate tax information and tax payments.375 More 
recently, in 2016, the OECD published a number of papers on how technology can be 
applied by tax authorities to improve compliance, including “Technologies for Better 
Tax Administration – A Practical Guide for Revenue Bodies” (OECD Forum on Tax 
Administration, 13 May 2016) which addressed, among other matters, the use of 
Portals. 

Common tax filing formats 

In most EU countries, we see a trend towards standardisation of the electronic formats 
used for filing tax returns. The XBRL format is currently one of the most likely 
candidates to fulfil this role. Based on the XML data format, it incorporates additional 
information, labelling and validations concerning the data reported in the tax returns. 
The filing of a valid XBRL file provides clear advantages for the tax authorities, as 
received tax returns are valid per definition, and are comparable with other tax 
returns. The composition of the taxonomy, which describes the structure of the 
XBRL file, is currently a responsibility of the local authorities. 

When a compatible tax software solution is used, XBRL decreases the burden of 
compliance and deserves recommendation. Compliant XBRL files will be accepted by 
the tax portal with a single upload, and will contain all relevant tax return information 
as well as embed the necessary PDF documentation such as the minutes of the 
general meeting of shareholders. For SMEs without a tax software filing solution or 
outsourced tax compliance, however, the XBRL filing requirement increases the 
burden of compliance, as the composition of an XBRL file requires specialised 
software. Note that the iXBRL format compensates for some of the issues experienced 
with XBRL by providing a more readable data format that can be rendered using 

                                                   
374  European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union. 
375  OECD. (2014). Tax Compliance by Design: Achieving Improved SME Tax Compliance by Adopting a 

System Perspective. Paris: OECD Publishing. Retrieved from http://dx.doi.org/10.1787/9789264223219-
en, 15 November 2018. 
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available tools such as a web browser.376 Comparing the two XBRL formats, iXBRL 
would be the choice of preference if understandability of the filed returns is a factor. 
However, for SMEs it still retains some of the problems relating to the composition of 
the file. 

Our recommendation would be to facilitate compliance for the SMEs, by providing 
enterprises with a clear and understandable web interface with simple data fields. This 
could be by way of a template that can be used to upload the information in the tax 
portal of the tax authorities and/or by way of adopting an XBRL format for filing 
return. Ideally, a number of these portals can already be populated based on prior 
returns and data available to the tax authorities. Software initiatives that improve 
readability of the XBRL files, and the availability of taxonomy explorers or preparer’s 
guides which facilitate software development are also to be recommended. As the 
composition of the XBRL taxonomy is a responsibility of the Member States, 
taxonomies may diverge in terms of structure, XBRL version, property names and 
languages used. For example, the Belgian corporate tax XBRL taxonomy provides 
labels in Dutch, French and German but not English. It has links to the Belgian XBRL 
taxonomy for the annual accounts but is completely unrelated to, for example, the 
Dutch “NBR Nederlandse Taxonomie Architectuur”.377 Examples like these reduce the 
interoperability of the XBRL files on a European level and make XBRL software 
development more difficult. Depending on the standardisation of the tax returns 
themselves, our recommendation would be to strive towards a centrally governed core 
XBRL taxonomy model to limit these negative aspects. 

Data management – best practices 

One of the suggestions put forward is the creation of a tax portal where enterprises 
can find all their tax related documents. As proposed, this would have multiple 
benefits relating to the speed, compliance and transparency of the SME’s tax 
obligations. Ideally, the tax portal can go beyond document management and be a 
centralised data platform. It is optimistic to expect SMEs to have a master data 
strategy for tax purposes. With data formats like XBRL, however, the tax authorities 
have a structured body of data available for tax purposes. Herein lays a big 
opportunity. 

It can be expected that tax authorities will improve their master data strategies, link 
individual tax databases and move towards a centralised body of data. This data can 
be used to target tax audits based on statistical analysis, to locate discrepancies 
between different tax filings and to find inconsistencies between tax return filings over 
time. Ironically, this could create a discrepancy in data availability in favour of the tax 
authorities creating a situation where the tax authorities have more (structured) data 
available than the enterprises themselves.  

It is in our opinion crucial that the tax authorities avoid this data discrepancy, by 
sharing their data with taxpayers. This data would be usable for auto-completion of 
fields in the tax returns, e.g. data fields relating to prior years or fields that can be 
deduced from other filed annual accounts, avoiding that enterprises have to provide 
data that has been previously communicated.378 It would also allow the tax authorities 

                                                   
376  HM Revenue & Customs. (January 12, 2018). ”Guidance – XBRL guide for UK businesses”. Retrieved 

from https://www.gov.uk/government/publications/xbrl-guide-for-uk-businesses/xbrl-guide-for-uk-
businesses, 15 November 2018. 

377  Federal Public Service FINANCE. (2017). “Be-Tax Taxonomy Architecture Guide”. 
https://financien.belgium.be/sites/default/files/downloads/be-tax-2017-04-30-architecture-guide.pdf; 
Logius. (2013). “NTA Overzicht”. Retrieved from 
https://www.wikixl.nl/wiki/sbr/images/sbr/d/dd/NTA_NL_Overzicht_8.0_15-05-2013.pdf - More recent 
and easier to navigate version can be found in Dutch on the SBR main page – 
https://www.wikixl.nl/wiki/sbr/, 15 November 2018. 

378  The duplication of data was another concern of the respondents to the survey for which 
recommendations were made – See Table 36. 
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to propagate tax incentives specifically aimed towards SMEs. Lastly, anonymising and 
then distributing these datasets to the public might incentivise politicians to 
discontinue tax measures with a disproportionate burden to impact ratio, especially 
towards SMEs. 

OSS for registration purposes 

In order to reduce TETCC right from the beginning of the life of an enterprise, it could 
be considered whether an enterprise should need to register with different tax and 
other authorities within its country before it is able to start doing business. Therefore, 
many countries have introduced a national OSS for registration purposes. OSS not 
only saves time and money but can also make procedural requirements 
more transparent. While some OSS are solely for business registration others carry 
out several integrated functions, including post-registration formalities with the 
different tax authorities. This last function is of a particular interest. For example, in 
Belgium the business registration immediately results in a tax registration for both 
VAT and CIT.  

The use of data and the future of taxpayer/administration relationships 

Lower storage costs coupled with advances in analytic technologies are allowing tax 
administrations not only to source more data in support of new approaches but also to 
facilitate innovative management of client relationships. Increasingly, tax 
administrations collect financial data in real time. 

Tax administrations are increasingly requiring submission of accounting and other 
records, either on regular cycle or in real time. Collection of data is only one part of 
the issue and even more important is what tax administrations do with that data. In 
the first instance they might use this data to identify inconsistencies between both the 
tax obligations reported by taxpayer and the financial information available to the tax 
authorities. Integrated single tax platforms facilitate cross checking for anomalies and 
the selection of taxpayers for further audit. 

As data submission to tax authorities becomes more comprehensive and closer to real 
time, tax returns and calculations are likely to become automated and “pushed” to the 
taxpayer for review and eventual settlement. This is a fundamental change to existing 
relationships. It will be important to structure the administration of taxes in a way that 
roles and responsibilities are clearly defined and that the decision-making processes 
around the computation of tax liabilities are transparent and functional.  

The consequences of moving towards a data-driven culture go far beyond the scope of 
this Study but it is timely to draw the attention of the Commission to the issues it 
raises, in particular for SMEs and their interaction with tax authorities. 

The recent proposals from the Commission on moving towards a definitive VAT 
system379 would, if implemented, lead to material easing of some ABs for enterprises 
involved in intra-EU trade in goods (e.g., the obligation to submit recapitulative 
statements). The changes should also make intra-EU business more attractive for 
SMEs.  

Nevertheless, there is a real risk that the efforts of individual tax administrations to 
optimise the range and the value of data collected from taxpayers will lead to diversity 
in unstructured datasets and a lack of common standards on the data collected and its 
format. As this process develops, taxpayers with activities in multiple Member States 
may find that they have to comply with a range of individual national data reporting 

                                                   
379  European Commission. (2018). Proposal for a Council Directive amending Directive 2006/112/EC as 

regards the introduction of the detailed technical measures for the operation of the definitive VAT 
system for the taxation of trade between Member States. Retrieved from 
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requirements and standards. For tax administrations who deal with taxpayers in 
multiple Member States, the delivery of comprehensive data will probably reduce the 
need for face-to-face dealings with individual taxpayers but at the cost of diversity in 
obligations. If not addressed, there is a risk that these developments will negate many 
of the administrative simplifications for enterprises that might be expected from the 
definitive VAT system. 

In the absence of common EU standards, SAF-T comes closest to an international 
standard but its use is voluntary. We recommend therefore that the Commission gives 
consideration to the development of common EU standards on the basis of working 
jointly with national tax administrations and with business representatives. 

In the medium to longer run, a mature data-driven culture linked to investment in 
analytics has the potential to transform the way in which tax obligations fall on 
enterprises. For SMEs in particular this could open the way to innovative and creative 
tax solutions, transforming the compliance environment in a manner which still 
ensures neutrality in the domestic exchequer tax take. 

We have seen in the Study that SMEs are subject to a significant tax burden and 
compliance costs arising from a range of different taxes including VAT, income 
taxes/CIT and payroll taxes. Each of these taxes has its own rules, rates and 
compliance obligations. If it could be sustained by vastly enhanced data and analytic 
technology, a conceivable alternative would exempt SMEs from all of these taxes and 
introduce a Single SME Tax. This Single SME Tax would essentially be levied on the 
net economic value created by the enterprise on an annual basis. Provision could be 
made for refunds or credits to take account of capital investment and trading losses. 
The Single SME Tax would have minimal compliance obligations and a simplified 
return/payment process. The rate would be set at a level which would broadly seek to 
ensure neutrality from a domestic exchequer tax take perspective. In addition to 
substantial compliance benefits for SMEs and tax authorities, SMEs would effectively 
benefit from the automatic off set of liabilities which doesn’t generally exist between 
the separate taxes to which SMEs are currently subject. A further simplification could 
include provision for the grouping of all related parties into a single taxable person for 
computational and compliance purposes.  

A full economic analysis and technical specification of such a radical shift in the 
administration of taxes goes beyond the scope of the current Study. It is, however, 
our view that the transformation journey towards a data-intelligent tax administration 
opens perspectives to new paradigms which may not fit easily with legacy 
classifications. The ultimate purpose of tax systems is revenue raising and in the 
future this may be delivered through systems which look innovative or disruptive 
today. 

7.5.2 Country level recommendations on CIT 

CIT pre-payments calculated on the basis of the CIT due last year 

During our qualitative analysis we identified that the method of calculation of CIT pre-
payments was different from country to country. In some countries (e.g. Greece, 
Ireland, FYROM, Luxembourg, Slovenia and Sweden) tax pre-payments are based on 
the tax that was due in the previous year. In Finland, the pre-payment is based on the 
taxable income for the preceding two years.380 Other countries, such as Belgium and 
the UK, apply a system of pre-payments based on the estimated income tax liability of 
the enterprise during the financial year. Furthermore, there are countries that opt for 
a kind of combination of these two systems. In Austria, for example, pre-payments 
are based on the prior year’s tax plus an adjustment and the prepaid amount may be 
further adjusted if the liability for the current year is estimated to vary substantially 

                                                   
380  See Section 7.2.5. 
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from the total pre-payments to be made in the current year. Spain has set up a 
combination of the two systems depending on the turnover of the previous year. 
Finally, Poland established another particular system as taxpayers are obliged to make 
monthly pre-payments of CIT due by the 20th day of the following month on the basis 
of income earned in the preceding month. 

Needless to say that the second system, in which the pre-payments are based on the 
estimated income tax liability of the enterprise during the financial year, requires more 
work as the enterprise itself needs to calculate the amount probably due, which is 
often more difficult to calculate. It could therefore be considered whether a more 
simplified and standardised method could be introduced for SMEs making tax pre-
payments, whether based, for example, on the tax that was due in the previous year 
or on a simplified method of estimating current year liability. The implications for 
interest on under-paid or over-paid tax relative to the agreed final liability should be 
addressed. It should also be considered whether an SME could be exempted from the 
need to file a return or supporting calculation in support of the payment. 

Furthermore, in order to further reduce the compliance burden decreasing the 
frequency of CIT pre-payments for SMEs could also be considered. In this respect, we 
particularly refer to the Finnish practice where only two instalments (instead of 
twelve) are required if the amount of tax that is expected to be paid does not exceed 
EUR 1 700. This gradual compliance might reduce the compliance burden of the 
smaller and/or starting enterprises.  

In addition to this, another suggestion might be that the tax authorities send 
reminders (preferably by email) to the taxpayers in which they invite the enterprises 
to pay their CIT pre-payments in order to avoid possible interest/penalty costs from 
missed CIT pre-payments. As a result, transparency and service levels to enterprises 
will increase.  

Strong link between accounting rules and CIT 

While analysing the management of tax compliance processes in Greece it became 
clear that if a country has strict accounting rules that need to be complied with, and 
which consider the tax implications, it becomes easier to fulfil the CIT obligations at a 
later stage.381 Moreover, a mapping can be performed between the accounting records 
and the tax return enabling a certain degree of automation. During the financial year, 
Greek enterprises seem to be more up to date and Greek survey respondents record 
CIT compliance costs which is significantly less burdensome.  

In this respect, it could be considered whether Member States could make available a 
tool enabling taxpayers to upload their year-end trial balance on the tax portal from 
which they can set up a direct mapping of the accounts into the CIT return that needs 
to be filed. Once the mapping is set-up, it can be used to directly populate the CIT 
return in following years. We believe that, in the future, it should become possible to 
generate (at least partially) the CIT return of an enterprise on the basis of the internal 
accounts solely by the way of automation.  

Simplify CIT obligations for SMEs 

We acknowledge that it is not always possible to exempt SMEs from certain CIT 
obligations. However, by simplifying them, the effect of reducing their compliance 
burden may also be achieved. Also, in the EC’s report of “Models to reduce the 
disproportionate regulatory burden on SMEs” (2007), it was stated that exemptions 
are always called for when the purpose of a certain regulation can be achieved 
sufficiently without creating obligations for small-sized enterprises.382 

                                                   
381  See Section 7.2.9. 
382  European Commission (2007). Models to reduce the disproportionate regulatory burden on SMEs - 

Report of the Expert Group. Brussels: Enterprise and Industry Directorate General.  
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In this respect, countries should consider right from the start whether it is possible to 
exempt SMEs when they establish new tax regulations. The impact and effects of 
newly proposed rules on SMEs should always be taken into account and be 
proportionate. Should the impact of the new tax legislation be disproportionate for 
SMEs in comparison with larger enterprises, exemptions or simplifications should be 
considered.383  

As, in most of the countries, tax legislation is considered as very complex, it could be 
considered whether SMEs should be able to opt for a simplified way of calculating their 
taxable base. Simplified flat-tax schemes not requiring exact records of all income 
and/or expenses can be helpful. For example Slovakia applied for nine years 
(2004-2013) a flat-rate tax expenses system for small-sized enterprises that opted 
out of standard tax accounting. Those enterprises declared flat-rate expenses 
amounting to 40% of their gross income. This system leads to less complex CIT 
returns and was suggested as a recommendation by the respondents to the survey.384 

Furthermore, it would be conceivable for countries to foresee a different and less 
complex CIT return for SMEs, in the form of an extract of the normal CIT-return, in 
order to avoid that SMEs need to go through a bulk of reporting obligations that are 
not applicable or proportionate to their business activities.  

7.5.3 Country level recommendations on VAT 

Most of the general recommendations above are equally applicable for VAT as for CIT 
and other taxes. This notably applies to recommendations to issue guidance in English 
where the VAT obligations imposed on non-established enterprises otherwise need a 
local tax agent. It would be in the interest of the good functioning of the Internal 
Market if the Commission offered EU funding for the production of guidance in 
languages other than the national languages. Recommendations about reducing the 
frequency of legislative changes apply equally for all taxes. Where recommendations 
are VAT specific (e.g. reduction in the number of VAT rates), this is indicated. National 
VAT systems are based on a common EU legal instrument (the VAT Directive) and the 
primary axis of reform is usually at community level. Nevertheless Member States 
have considerable freedom to set administrative rules and practices and, in so doing, 
ease the VAT compliance burden for SMEs.  

Many of the facilitation measures in the VAT Directive, including the special scheme 
for SMEs, are at the discretion of Member States. Whilst most Member States have 
successfully implemented the SME scheme, those who have not yet adopted it should 
give serious consideration to taking the necessary steps. All Member States should 
consider whether existing SME thresholds are reasonable and whether they could be 
increased without jeopardising the integrity of the tax system. Greater use should be 
made of graduated relief schemes at national level. 

Moreover, it seems at odds with the aspirations of the Single Market that SME 
thresholds are not currently available to enterprises based in other Member States. 
Addressing this would, however, need a change to the VAT Directive agreed at 
EU level, something which the Commission has proposed. The recent initiative from 
the Commission aimed at reducing VAT compliance costs for SMEs385 recognizes that 
there is no level playing field for small-sized enterprises attracted to intra-EU trade 
and proposes the introduction of an EU-wide threshold allowing many more 
enterprises to benefit from simpler rules. 

                                                   
383  See for example the “Think Small First” principle: Retrieved from http://europa.eu/rapid/press-

release_IP-08-1003_en.htm, 15 November 2018. 
384  See Table 36.  
385  European Commission. (2018). SME VAT Proposal. Retrieved from 

https://ec.europa.eu/taxation_customs/business/vat/action-plan-vat/sme-vat-proposal_en, 15 
November 2018. 
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Other aspects of VAT compliance that are managed locally, such as reporting and 
compliance obligations, can be streamlined and simplified without recourse to 
EU legislation. Cash accounting schemes for VAT are of most benefit for SMEs but 
national rules on their use are often overly restrictive. Member States may also 
exercise discretion (subject to authorisation) on the frequency of recapitulative 
statements (“EU sales lists”) for SMEs involved in cross-border business, thus 
providing a lighter reporting regime. 

The regime for penalties in VAT is almost entirely at the discretion of Member States. 
The levying of disproportionate penalties, particularly in circumstances where no tax 
loss arises, is a particular source of irritation for SMEs and widely perceived as unfair. 
National tax administrations should consider whether such practices are consistent 
with sound principles of tax administration and really contribute to sustaining a culture 
of voluntary compliance in the long run. When it comes to penalties levied by national 
administrations, the Commission’s competence is limited but it should give serious 
consideration to guidance on best practice within the scope of the OSS. 

7.5.4 Country level recommendations on wage-related taxes and 
contributions 

Wage related taxes and contributions have often been mentioned as one of the most 
burdensome taxes386, together with CIT and VAT. Of course, the fact that employees 
are becoming more and more mobile probably has a negative impact on the level of 
complexity of the applicable legislation related to payroll taxes. Apart from this, our 
qualitative analysis highlighted some important differences between countries that 
might explain why wage related taxes and contributions are considered more 
burdensome in some countries compared to others. 

First of all, differences exist between countries as regards the calculation of payroll 
taxes. In some countries, payroll taxes are computed without considering the personal 
situation of the employee, leaving any related correction for the individual tax return, 
while in other countries the computation of payroll tax is performed taking into 
account the personal situation of the employee (marital status, children, place of 
residence). Where the enterprise has to take into account the personal situation of 
each employee this obviously increases the complexity of the computations and the 
related compliance costs relative to the other approach mentioned above. It could 
therefore be considered whether wage related taxes and contributions could be 
computed in a uniform way without considering the personal situation of the 
employee. The respondents to the survey from Austria, where wage related taxes and 
contributions are very burdensome, proposed that lump-sum payroll taxes and 
contributions be introduced instead of levies requiring individual computations.387 

Secondly, our qualitative analysis also revealed that in some countries the overall 
social security burden is to be paid to one competent body that subsequently handles 
a further redistribution (“centralised approach”), whereas in other countries the 
payment (and related compliance formalities) of social charges has to be provided to 
the various bodies by the taxpayer (“decentralised approach”). Where the taxpayer 
has to compute the different amounts that should be paid to multiple bodies, it will be 
more time consuming and drive the related compliance costs. The compliance costs 
will further increase if payments are to be made to a wide range of social agencies, if 
separate filings are also to be made and if the percentages of the contributions are 
regularly changed. France can, in this respect, be cited as an example.388 The 
respondents to the survey from France specifically recommended simplifying wage 
related taxes and merging the social agencies or to have the State allocate the funds 

                                                   
386  See Figure 124. 
387  See Table 36. 
388  See Section 7.2.6. 
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to the several social agencies.389 In order to reduce the compliance burden related to 
wage related taxes and contributions, countries in the EU could be encouraged to 
apply a more centralised approach. 

                                                   
389  See Table 36. 
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8 LIST OF ACRONYMS 

AB Administrative Burden 

B2B Business-to-Business 

B2C Business-to-Consumer 

BAU Business-As-Usual 

BEPS Base Erosion and Profit Shifting 

CATI Computer Assisted Telephone Interviewing 

CAWI Computer Assisted Web Interviewing 

CCTB Common Corporate Tax Base 

CCCTB Common Consolidated Corporate Tax Base 

CFC Controlled Foreign Corporations  

CIT Corporate Income Tax 

CZK Czech Koruna 

DET Direct Enterprise Taxes 

EASME Executive Agency for Small- and Medium-sized 
Enterprises 

EC European Commission 

EEA European Economic Area 

ERP Enterprise Resource Planning 

EU European Union 

FYROM Former Yugoslav Republic of Macedonia 

GAAP Generally Accepted Accounting Principles  

GBP Pound Sterling 

IET Indirect Enterprise Taxes 

IETCC Indirect Enterprise Tax Compliance Costs 

IO Information Obligation 

IRAP Imposta regionale sulle attività produttive 

iXBRL Inline Extensible Business Reporting Language 

LSEs Large-Scaled Enterprises 
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MKD Macedonian Denar 

MOSS Mini One-Stop Shop 

NACE Nomenclature of Economic Activities in the 
European Union 

NEE Normally-Efficient Enterprises 

OECD Organisation for Economic Cooperation and 
Development 

OLS Ordinary Least Squares 

OSS One-stop shop 

PLN Polish Złoty 

R&D Research and Development 

RON Romanian Leu 

SAF-T Standard Audit File for Tax 

SBA Small Business Act 

SCM Standard Cost Model 

SEK Swedish Krona 

SMEs Small- and Medium-sized Enterprises 

TETCC Total Enterprise Tax Compliance Costs 

TP Transfer Pricing 

UK United Kingdom 

URSSAF Unions de Recouvrement des Cotisations de 
Sécurité Sociale et d'Allocations Familiales 

VAT Value Added Tax 

WOLS Weighted Ordinary Least Squares 

XBRL Extensible Business Reporting Language 
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 SURVEY QUESTIONNAIRE (CATI) 

Questionnaire  

Introductory text: 

Good morning/afternoon, I am calling you regarding a Study currently being 
undertaken by the European Commission. The topic of this Study is tax compliance 
costs [for SMEs]. As this survey covers issues related to tax, please can you pass me 
on to the individual within your enterprise who would have the best overview of tax? 

Respondent instruction: Read out if necessary 

If your enterprise outsources this to an external agent or accountant, please can you 
pass me on to the individual within your enterprise who would have the best overview 
of the conduct of your compliance activities, including those undertaken by this 
external agent or accountant?  

1. The respondent is this person [start interview] 

The respondent is not this person [obtain information about new respondent] 

 

Would you please give me the telephone number of that person?  

Name: ____________________ 

Direct telephone number: ____________________ 

By tax compliance costs, we mean all recurring costs for complying with tax 
formalities, excluding the amount of the taxes themselves. Please note that the topic 
of this survey is about tax related directly to your business rather than your own 
personal income taxes. 

This survey is anonymous and the data will be stored on a secure database. It will not 
be possible to connect your answers to you, unless you add personal information in a 
comment field. The results will be analysed anonymously on an aggregate level and 
will be stored for further analyses (without any personal data). 

In your responses, please refer to information applicable to accounting year 2014, or 
the accounting year ending in 2014. 

Section 0. Identification questions 

Before we conduct the key survey questions on the topic of tax compliance costs, the 
first few questions of this Study aim to collect information about your enterprise. 

Q 1. Which sector fits the main area(s) of your business best? 

Interviewer instruction: Read out answers 

• C – Manufacturing 
• F – Construction  
• G – Wholesale and retail trade; repair of motor vehicles and motorcycles 
• I – Accommodation and food service activities 
• M – Professional, scientific and technical activities  
• D – Electricity, gas, steam and air conditioning supply 
• Other [thank and close interview] 

Q 2. What is your home country? 

Interviewer instruction: Do not read out answers 

• pick one of the 20 countries included in the Study (list) 
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Section 1. Dependence structure 

Q 3. Is your enterprise … 

Interviewer instruction: Read out answers 

• a standalone enterprise, not part of a group  
• a subsidiary or member of a group with no subsidiaries/branches/permanent 

establishments 
• enterprise with subsidiaries/branches/permanent establishments in your home 

country, but not the ultimate parent of a group 
• enterprise with subsidiaries/branches/permanent establishments in (EU) Member 

States other than your home country, but not the ultimate parent of a group 
• ultimate parent of a group 
• Other: …………. 

Section 2. Enterprise Characteristics 

Q 4. What was the approximate total number of people employed in your 
enterprise (in your home country) at the end of 2014 (according to FTE390)? 

Respondent instruction: An FTE of 1.0 is equivalent to a full-time worker or student, 
while an FTE of 0.5 signals half of a full work or school load. 

Interviewer instruction: Each employee is counted according to their proportionate 
working hours. Seasonal workers having a temporary contract of at most six months 
and persons hired temporarily from work agencies should not be included, but please 
include apprentices. 

…………. 

Q 5. What was the approximate annual turnover (excluding VAT and other 
indirect taxes) of your enterprise in your home country in 2014? [IN LOCAL 
CURRENCY] 

…………. 

 

Q 6. When was your enterprise established? 

…………. 

 

Q 7. What is the legal form of your enterprise? 

…………. 

Section 3. Tax Compliance Costs 

Q 8. Apart from VAT and Corporate Income Tax, considering the time spent 
and cost that either you or your outsourcing agent experience, which are the 
three most burdensome taxes your enterprise has to deal with in your home 
country? (Ranking: most burdensome first)  

Interviewer instruction: By burdensome refers to the amount of time and costs (e.g. 
outsourcing) spent on an annual basis. More time and costs lead to a more 
burdensome tax obligation. 

• …………….. 
• …………….. 

                                                   
390  An FTE of 1.0 is equivalent to a full-time worker or student, while an FTE of 0.5 signals half of a full work 

or school load. 



Study on tax compliance costs for SMEs  

171 

• …………….. 

Q 9. Please estimate the annual internal time spent by your 
enterprise/outsourcing cost in complying with recurring tax formalities with 
respect to the taxes listed above (including VAT and CIT) in your home 
country by activity: 

Interviewer instruction: Traditionally most recurring tax formalities consist of the 
following four steps: data collection, preparation, review and submission. We allow the 
possibility for the respondent to add any formalities she/he considers as relevant. 

For each of these steps, the respondent needs to indicate the annual internal time 
(how many hours are needed to comply with each process step – for instance the 
preparation of CIT return) and/or specific outsourcing costs (how much do they pay 
their accountant/tax specialist for doing such activities) for complying with recurring 
tax formalities, excluding BAU costs (for instance the preparation of financial 
statements).  

There are three possibilities per step:  

• the respondent only fills in the internal time column (meaning that no external 
services provider is involved in that step) 

• the respondent only fills in the outsourcing cost column (meaning that this step is 
fully outsourced) 

• the respondent fills in the columns “internal time” and “outsourcing cost” for a 
specific step (meaning that the enterprise is involved next to the external services 
provider in the step execution)  

Q9a. – Corporate Income Tax 

Q9b. – VAT 

Q9c. – Other burdensome tax 1 

Q9d. – Other burdensome tax 2 

Q9e. – Other burdensome tax 3 

 Internal time 
(hours) 

Outsourcing cost (in 
LOCAL CURRENCY) 

Frequency of 
filing 

Data collection    

Preparation    

Review    

Submission    

Other activities 
(please specify) 

   

…………….  

Q 10. At the previous question, you stated that you spent a total of (x hours) 
internally and (x money) on outsourcing for these taxes. 

Considering all taxes together (i.e. these, plus any other taxes that you did 
not include in the previous question), please can you estimate the annual 
internal time spent by your enterprise/outsourcing cost in complying with 
recurring tax formalities with respect to all taxes in your home country? 

……………… 
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Q 11. Of these taxes highlighted at the previous questions, please list those 
which are submitted electronically. 

Respondent instruction: Please indicate all that apply 

• Q11a – Corporate Income Tax 
• Q11b – VAT 
• Q11c – Other burdensome tax 1 
• Q11d– Other burdensome tax 2 
• Q11e – Other burdensome tax 3 

Q 12. Did you experience any audits and/or additional questions from tax 
authorities during the last three years in your home country? If yes, can you 
please indicate us the frequency?  

 Frequency (over the last three years) 

VAT  

Corporate Income Tax  

Other taxes (please specify)  

Q13. Please estimate the annual internal time spent by your 
enterprise/outsourcing cost in complying with audit and/or questions asked 
by tax authorities with respect to taxes in your home country, by type of tax  

Interviewer instruction: Read out answers 
 Internal time 

(hours) 
Outsourcing cost (in LOCAL CURRENCY) 

VAT   

Corporate Income 
Tax 

  

Other taxes 
(please specify) 

  

Q 14. Which of the following issues do you attribute administrative burden 
to? Please classify them from 0 to 3 (0 = not burdensome, 1= somewhat 
burdensome, 2 = burdensome, 3 = very burdensome).  

Issue Ranking (0-3) 

Complexity of tax laws (e.g. number and comprehensibility 
of tax laws, number of taxes, of exemptions, deductions, 
and credits, frequency of tax law changes, frequency of 
filings) 

 

Management of tax compliance processes (e.g. absence of 
tax software, costs of tax consultants) 

 

Tax accounting and documentation requirements (e.g. 
need for separate tax books, TP documentation, invoice 
requirements; translation of documents) 

 

Frequency of tax filings  

Section 4. Cross-Border activity 

Q 15. To the best of your knowledge, what is your estimation of the total cost 
of complying with (other) (EU) Members States’ tax obligations by your 
enterprise in 2014? 

Please note that this is linked to the tax of this (these) (EU) Member State(s) rather 
than to specific export taxes, for example. 
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Number of internal hours spent on tax obligations: INSERT NUMBER OF HOURS 

Cost of outsourcing related to tax obligations: INSERT AMOUNT [IN LOCAL 
CURRENCY]  

Which percentage of internal hours spent on tax obligations could be attributed to 
indirect taxes? Indirect taxes include VAT sales taxes and other service and good 
taxes.  

Which percentage of outsourcing costs of tax obligations could be attributed to indirect 
taxes? Indirect taxes include VAT sales taxes and other service and good taxes. 

Q16. What was your enterprise’s turnover (excluding VAT and other indirect 
taxes) in (other) (EU) Member States in 2014? [IN LOCAL CURRENCY] 

If feasible, please include breakdown per country. 

Section 5. Complexity of Tax Obligations  

Q 17. For each tax you mentioned as the most burdensome (including 
Corporate Income Taxes and VAT taxes), how do you perceive the level of 
irritation from this tax obligation? 

• 1 - Very irritating 
• 2 - Rather irritating 
• 3 - Neutral 
• 4 - Not especially irritating 
• 5 - Not at all irritating 
• 6 - Do not know 

Interviewer instruction: Regulatory obligations can also cause “irritation costs” or 
“hassle costs”. These costs are important for subjective well-being, but very difficult to 
quantify or monetise. Irritation costs can include costs related to administrative delays 
(when not directly attributable to an IO), the opportunity cost of waiting time when 
dealing with administrative or litigation procedures, etc. We are not interested in the 
irritation caused by the magnitude of the tax (e.g. tax is too high) but in the irritation 
of the administrative procedures regarding the tax compliance. 

[To be illustrated by an example. By taking a non-taxes related example, the 
respondent will not be influenced.  

Example: enrol children in a secondary school based on “the first arrived, first served”, 
on a fixed date- Belgian situation in 2007. The administrative cost is obviously very 
low as the parents have to only fill in a unique questionnaire and submit it to the 
school direction. However, the irritation cost have been perceived as very high as the 
parents made queue for a long time in front of certain schools (sometimes several 
days before the due date) in order to ensure a place for their children in their chosen 
school].  

Q 18. For the irritating taxes (rated as “very irritating” or “rather irritating” 
in Q17), please specify the main causes of this irritation: 

Interviewer instruction: Read out answers 

Respondent instruction: Please indicate all that apply 

• Time required to comply vs. amount collected 
• The complexity of the regulation/rules 
• The frequency of information obligations 
• The need for outsourcing to comply 
• The cost of outsourcing 
• The lack of transparency of the regulation 
• Other (e.g. behaviour of tax officials, unfairness of the tax)  
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Q 19a. Have any tax regulations/formalities affected the business model of 
your cross-border activities or your opportunities for conducting cross-border 
trade?  

Please consider tax regulations both in your home country and abroad. 

• Yes 
• No 

If yes at Q 19a, ask Q 19b and 19c:  

Q 19b. Please specify which taxes.  

………….  

Q 19c. Please detail whether this impact was positive or negative, including 
details on the type of impact and the extent to which there was an impact.  

………… 

Section 6. Recommendations to tax authorities 

Q 20. In comparison to 2010, would you say that tax compliance in general is 
becoming…  

In case the enterprise was established after 2010, please refer to the year previously 
indicated.  

• much less burdensome 
• slightly less burdensome 
• unchanged 
• slightly more burdensome 
• much more burdensome 
• do not know 
• not applicable 

Can you please explain why? Are there any specific taxes that stand out? 

Q 21. In regards to VAT, Corporate Income Tax and the three most 
burdensome taxes you listed previously, please name your top 
three recommendations for easing tax compliance burden of your enterprise 
including any related compliance activities that you consider unnecessary in 
completing an accurate tax filing (and why) (in a few sentences maximum).  

Section 7. Final enterprise details 

These last questions help us to put the burden of tax compliance into the context of 
your enterprise size. Please answer them to the best of your ability and be reassured 
that this information will be treated completely confidentially. 

Q 22. What was the approximate balance sheet total of your enterprise in 
2014? [IN LOCAL CURRENCY] 

…………. 

 

Q 23. What was the approximate gross profit of your enterprise in 2014?  
[IN LOCAL CURRENCY] 

…………. 
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Section 8. Taxes recorded 

Q 24. What was the total amount of CIT costs recorded in the profit and loss 
accounts by your enterprise in 2014? 

What was the approximate total amount of direct tax costs recorded in the 
profit and loss accounts by your enterprise in 2014? 

Respondent instruction; READ OUT: Direct enterprise taxes are defined to include the 
profit or Corporate Income Tax (CIT), mandatory social contributions and labour taxes 
paid by the employer, property taxes, property transfer taxes, dividend tax, capital 
gains tax, municipal fees and taxes, church taxes, financial transactions tax, waste 
collection taxes, vehicle and road taxes, and any other taxes or fees that are borne 
by the enterprise. They do not include any personal income taxes. 

…………. 

Q 25. What was the approximate total amount of indirect tax costs recorded 
in the profit and loss accounts by your enterprise in 2014?  

Respondent instruction; READ OUT: Indirect taxes include VAT sales taxes and other 
service and good taxes. For VAT, please estimate the aggregate amount recorded over 
to the tax authority across all of the VAT returns submitted in the year. 

…………. 
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 SEMI-STRUCTURED INTERVIEW SURVEY QUESTIONNAIRE 

You have been approached in the context of a Study on tax compliance costs for SMEs 
that KPMG is undertaking on behalf of the EC. The ultimate objective is to identify and 
quantify tax compliance costs faced by enterprises in Europe and to identify measures 
that will improve the functioning of tax systems based on these findings, in particular 
with respect to whether tax compliance burdens limit the ability or desire of SMEs to 
trade cross-border with the Single Market. By tax compliance costs, we mean all 
recurring costs for complying with tax formalities, excluding the amount of the taxes 
themselves. 

KPMG’s project team has already undertaken substantial research at the level of 
individual Member States by means of a survey based on direct interviews with 
several thousand individual businesses. The responses received are currently being 
analysed. For SMEs, it is clear that VAT and CIT are viewed as the main but not the 
only contributors to compliance burdens. 

As part of the information gathering process we are seeking the views of key European 
and international organisations who either represent the interests of SMEs or who are 
likely to have a significant number of SMEs in their membership, either directly or 
indirectly. 

Your organisation may already have a position on many of these issues, expressed 
either in response to public consultations by the Commission on specific tax issues or 
in more general publications. Where these are already in the public domain (e.g. on 
your website or accessible via the DG TAXUD website) we merely wish to confirm that 
these represent your position or whether there is anything further you wish to add. 

For these purposes, we do not expect you to comment on specific aspects of national 
tax systems but rather seek your views on the burden of tax compliance at EU level 
where the Commission or other EU institutions can reasonably take measures or seek 
to guide the operation of national tax systems. 

We are seeking your views on the questions that follow. If, however, there are other 
issues relating to tax compliance burdens on which you wish to express your views, 
particularly those that spring from EU regulation, these will be welcome. 

VAT related questions 

1. Do you consider that there are any particular aspects of the VAT system in the 
EU that do or may act to limit cross-border trade by SMEs? 

2. Do you consider that there are any unnecessarily burdensome aspects of the 
VAT system in the EU that could be removed or improved without harming 
current economic activity of SMEs or the removal of which may enhance levels 
of economic activity by SMEs? 

3. Do you see a need for specific SME compliance related provisions in EU VAT 
legislation? 

4. Do you consider that a more structured approach by the EU to thresholds for 
registration for VAT purposes or graduated reliefs (including for businesses 
established in other Member States) would improve the business environment 
faced by SMEs? 

5. Should the EU VAT system provide for simplified reporting schemes for all 
SMEs? Should such measures be obligatory or obligatory for SMEs involved in 
cross-border activities? 

6. Should all SMEs have a right under EU law to opt for cash accounting? 

7. Is there scope for the Commission to take steps improving the provisions 
relating to periodicity of declarations or invoicing rules? 
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8. Do SMEs, particularly those contemplating cross-border activities, need greater 
access to information on their tax obligations? 

9. Should the Commission consider more extensive use of guidance or 
interpretative notes on the application of specific VAT provisions? 

10. Do you believe that the local languages of the (EU) Member States and the 
absence of information/guidance on VAT obligations in English constitute a 
barrier for cross-border activities? 

CIT related questions 

1. Do you have a view on whether tax compliance costs for SMEs are 
proportionately higher than those for larger enterprises? If so, what in your 
view is the cause and how might it be addressed? 

2. Do you consider that there are any particular aspects of the current approach 
to the taxation of corporate profits in a cross-border context that do or may act 
to limit cross-border trade by SMEs? 

3. Do you consider that there are any unnecessarily burdensome aspects of the 
current approach to the taxation of corporate profits in a cross-border context 
that could be removed or improved without harming current economic activity 
of SMEs or the removal or improvement of which may enhance levels of 
economic activity by SMEs? 

4. Would progress towards a common tax base be beneficial to SMEs and improve 
the functionality of the Single Market? Should any new rules be optional for 
SMEs? Or should a (separate) simplified common tax base be foreseen for 
SMEs? 

5. Should a separate corporate tax regime be foreseen for micro-sized 
enterprises? For instance would it be conceivable to foresee a common regime 
for micro-sized enterprises in the EU whereby taxation would be based on a 
percentage of turnover and whereby the turnover can be derived by the tax 
authorities from the VAT returns without the need for filing a CIT return? 

6. Would SMEs benefit from enhanced or simplified double taxation dispute 
resolution procedures? 

7. Do you see any particular risks for SMEs in implementing the OECD BEPS 
agreement and in particular the TP compliance obligations? 

8. The high tax compliance burden might be explained by the complexity of tax 
law and the amount of changes in the provisions. Could you make any 
recommendations that may help SMEs better understanding tax law? 

9. In your view, are there specific measures that could be taken to reduce the 
overall tax compliance burden on business and specifically on SMEs? 

Other Taxes and General Tax Compliance Issues 

Apart from VAT and CIT, wage related taxes and contributions, property and real 
estate taxes and local and regional taxes have been mentioned as other most 
burdensome taxes. 

1. Do the members of your organisation experience the same? Why? Do you have 
any recommendations in this respect? 

2. In general, does complexity of tax laws contribute to the burden faced by SMEs 
(e.g. number and comprehensibility of tax laws, number of taxes, of 
exemptions, deductions, and credits, frequency of tax law changes, frequency 
of filings, need for separate tax books, TP documentation, invoice 
requirements; translation of documents)? 
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3. Would a tax platform on which enterprises (resident and non-resident) can 
register and consult all their assessment notes, returns filed and payments 
made help lowering the tax compliance costs? 

Table 12: European tax associations contacted for this survey 

Potential 
interviewee Sectors covered Number of businesses 

represented 
(EU) Member States 
represented/active in 

EUROCHAMBRES F, C, G, I, D, M ~ 20 million 27 

European Small 
Business Alliance 
(ESBA) 

F, C, G, I, D, M ~ 1 million 19 

EuroCommerce G ~ 5.4 million 26 

European Trade 
Association of 
Hotels, 
Restaurants and 
Cafes (HOTREC) 

I ~ 1.7 million 26 

European Builders’ 
Confederation 
(EBC) 

F ~ 3 million 12 

BusinessEurope F, C, G, I, D, M n/a 27 

Confédération 
Fiscale Européenne M n/a 21 

Taxpayers 
Association of 
Europe (TAE) 

M n/a 24 

Council of Bars and 
Law Societies of 
Europe 
(CCBE) 

M n/a 28 

Source: KPMG (2018) 
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 SURVEY RESULTS AND UNDERLYING DATA OF THE STUDY  

This Annex provides a summary of the underlying data of this Study retrieved via a 
CATI survey that was undertaken in July and August 2016 as well as a subsequent 
online CAWI survey that was launched in early 2017. In addition a search in public 
registries as well as the Orbis391 and Amadeus392 enterprise databases was conducted 
in order to mitigate response rates for the following survey questions (see Annex I): 

• Turnover (Q5) 
• Gross profit (Q23) 
• Corporate Income Tax (Q24) 

For the CATI survey a disproportionate stratified sampling approach was chosen. It is 
disproportional due to the fact that quotas on size and sector are imposed in order to 
have a minimum number of interviews per cell. If a fully proportional sample would 
have been used, the final sample composition would have been too heavily weighted 
towards micro-sized enterprises (approximately 96.6% of European enterprises are 
classified as Micro-sized enterprises) and larger enterprises such as medium-sized 
enterprises or LSEs would have been underrepresented (or not have been represented 
at all). An outline of the sampling approach used for the CATI survey is provided 
below.  

Table 13: Country samples 

Industrial sector  
(NACE Rev.2) Micro Small Medium LSEs TOTAL 

C - Manufacturing 12 4 4 4 24 

M - Professional, scientific 
and technical activities 12 4 4 4 24 

F - Construction 12 4 4 4 24 

G - Wholesale and retail 
trade; repair of motor 
vehicles and motorcycles 12 4 4 4 24 

I - Accommodation and food 
service activities 12 4 4 4 24 

D - Electricity, gas, steam 
and air conditioning 
supply 5 5 

TOTAL Min. 60 Min. 20 Min. 20 Min. 20 Min. 125 

Source: KPMG (2016). 

It should be mentioned that this sampling approach was not used for the CAWI survey 
that was conducted following the CATI survey given that telephone interviewers were 
not able to control the quotas during the rollout of the survey. The exclusively web 
based approach of the CAWI had the advantage that it reached stakeholders that 
might not have agreed to a computer based telephone interview used for the CATI 
survey and that the response rate was high due to the fact that personalised survey 
links were used to which respondents could return whenever they had time. 

                                                   
391  Bureau Van Dijk. (2018). Datenbank mit weltweiten Unternehmensinformationen. Retrieved from 

https://www.bvdinfo.com/de-de/our-products/company-information/international-products/orbis, 15 
November 2018. 

392  Bureau Van Dijk. (2018). Unternehmensdatenbank mit Firmeninformationen und Unternehmensdaten 
mit Fokus auf Europa. Retrieved from https://www.bvdinfo.com/de-de/our-products/company-
information/international-products/amadeus, 15 November 2018.  

https://www.bvdinfo.com/de-de/our-products/company-information/international-products/orbis
https://www.bvdinfo.com/de-de/our-products/company-information/international-products/amadeus
https://www.bvdinfo.com/de-de/our-products/company-information/international-products/amadeus
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As mentioned in Section 1.2 on the scope of the Study respondents were requested to 
refer to information applicable to accounting year 2014, or the accounting year ending 
in 2014 when answering the survey. 

The Final Dataset 

This section describes the final dataset constructed after the initial CATI data 
collection, the additional information from the Orbis and Amadeus enterprise 
databases, public registries and the CAWI fieldwork. The cleaned dataset was used for 
analysis in the subsequent sections of the Study.  

Final data cleaning 

Data cleaning criteria were applied to the data collected through the CATI and CAWI to 
increase the quality of the final dataset. On a question-level, highly unlikely (e.g. 
extremely high) or irrelevant answers were coded as missing data. This implies that 
the particular value is discarded, whereas the other answers of the respondent can 
still be used for analysis.  

Furthermore, on respondent-level, interviews containing unreliable information or 
insufficient information were removed from the final data. Three criteria were applied 
in this data cleaning process.  

• If the time or costs of tax collection equal zero (for both Q9 and Q10) or if this 
information was not supplied, the observation was deleted. This has resulted in the 
deletion of over 2000 observations, most of which were partial observations.  

• If the cost of all taxes (Q10) is lower than the cost of the five individual taxes (Q9) 
or the time spent on compliance with all taxes (Q10) is lower than the time spent 
on compliance with the five individual taxes (Q9), the observation was deleted. As 
a result 40 observations were removed.  

• If all tax filing frequencies are zero the observation was deleted. This resulted in 
50 observations being removed.  

For cases in which any of the above criteria were met, the corresponding respondents 
were removed from the data file (3 508 cases). These cases mainly concern partially 
completed interviews for which information on taxes and tax collections costs were not 
present.  

This cleaning procedure has been implemented for the overview of the final data in the 
following section. It has also been implemented for the CAWI results presented in the 
above section. 

Data overview 

In total, the final dataset includes 3 079 observations. Table 14 presents an overview 
of these observations per country. After data cleaning, on average, 154 interviews per 
country were retained in the final data. The highest number of observations is for 
Germany, Austria and Finland. For Estonia and Slovenia the number is lower because 
no additional CAWI data collection was performed; in Ireland it is lower because no 
additional enterprises could be contacted through the sample.  



Study on tax compliance costs for SMEs  

181 

Table 14: Interview distribution per country for the final dataset 

Country Interviews 

Austria 202 
Belgium 178 
Czechia  160 
Estonia 121 
Finland 184 
FYROM 159 
France 154 
Germany 208 
Greece 182 
Ireland 123 
Italy 154 
Luxembourg 125 
Netherlands 132 
Poland  132 
Romania 179 
Slovakia 170 
Slovenia 122 
Spain 134 
Sweden 125 
United Kingdom 135 
TOTAL 3 079 

 

Source: KPMG (2018). 

In terms of sector and enterprise size, most participating enterprises belong to the 
category of micro-sized professional, scientific and technical activities as well as 
wholesale. Micro-sized enterprises in general, account for the largest proportion of 
interviews (1 574). Enterprises in the categories small-sized (662), medium-sized 
(483) and LSEs (359) constitute a lower proportion in the final dataset. For a single 
enterprise in the sample, the size is unknown as a parameter required for the 
calculation of enterprise size was coded as missing during the data cleaning (i.e. the 
value was not realistic).  

With regard to enterprise sectors, the largest numbers of retained observations belong 
to the following sectors: 

• Wholesale and retail trade; repair of motor vehicles and motorcycles  
(sector G – 667 enterprises) 

• Manufacturing (sector C – 663 enterprises)  
• Professional, scientific and technical activities (sector M – 601 enterprises) and  
• a lower number of enterprises in the dataset are involved in electricity, gas, steam 

and air conditioning supply (sector D – 109 enterprises).  
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Table 15: Interview distribution (and planned distribution) per sector and 
enterprise size for the final dataset  

Industrial sector  
(NACE Rev.2) LSEs Micro Small Medium Unknown393 TOTAL 

C - Manufacturing 89 (80) 272 (240) 167 (80) 135 (80) - 663 (480) 

F - Construction 69 (80) 270 (240) 130 (80) 98 (80) - 567 (480) 

G - Wholesale and 
retail trade; repair 
of motor vehicles 
and motorcycles 

88 (80) 335 (240) 146 (80) 98 (80) - 667 (480) 

I - Accommodation 
and food service 
activities 

52 (80) 245 (240) 94 (80) 81 (80) - 472 (480) 

M - Professional, 
scientific and 
technical activities 

65 (80) 353 (240) 100 (80) 82 (80) 1 601 (480) 

D - Electricity, gas, 
steam and air 
conditioning 
supply 

18 33 34 24 - 109 (100) 

TOTAL 381 (400) 1 508 
(1200) 671 (400) 518(400) 1 3 079 

(2500) 

Source: KPMG (2018). 

 

The total number of observations was enhanced through the data completeness 
mitigation strategy. This is evident when comparing the number of item responses in 
the original CATI research and the final dataset. The database research, public 
registries search and CAWI have increased the number of observations for each 
survey question (Figure 42), in particular for the questions on financial estimates in 
relation to taxes (Q22–Q25) which were asked at the end of the interview in the CATI. 
The graph shows that the data mitigation strategy contributed significantly to the 
number of observations in the final dataset.  

                                                   
393  Due to missing information on amount of employees and turnover the company/enterprise size could not 

be determined for one company/enterprise in the sample.  
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Figure 42: Number of observations in the CATI data (N=2 509) and cleaned final 
data (N=3 079) 

 

Source: KPMG (2018). 

The initial CATI approach was nevertheless required to achieve the desired sample. 
Even though the item non-response during the CAWI survey proved to be higher, the 
overall response rate (i.e. amount of completed surveys on the total amount of 
invitations sent) was extremely low. As such, by applying only a CAWI methodology it 
would not have been possible to achieve the requested total sample size of 2 500 
responses. 

The Limitations of Using the Survey Data for Analysis 

Asking the enterprises about their compliance activities provides data regarding the 
compliance burden from those most familiar with it: the enterprises themselves. 
However, as respondents were asked to quantify complex, sensitive and, oftentimes, 
difficult to identify information, many inherent challenges are present with survey data 
collection. The most important limitations of this Study are the following: 

Systematic non-response to certain question may lead to biased estimates 

Respondents – while answering most questions – tended to systematically not answer 
some questions (mainly gross profit, taxes paid, etc.), probably due to their sensitivity 
and complexity. Consequently, the sample size in the case of some estimations is 
lower than in the case of other estimations which may lead to decreased statistical 
significance of the results.  

If the enterprises not answering some of the questions are substantially different from 
the enterprises answering these questions in observable or unobservable 
characteristics affecting the compliance burden, i.e. non-response is systematic rather 
than random, the ratios estimated with gross profit and tax data are biased. The non-
response does not seem to be systematic based on the analysis of the observed 
characteristics (size, sector, etc.) of the enterprises. Whether or not unobserved 
characteristics lead to such bias, could not be assessed.  

This can also apply to the most burdensome taxes identified by enterprises (next to 
CIT and VAT). The enterprises which have responded to these questions are more 
likely to face a higher AB and there is therefore a risk of an over-estimation of average 
compliance costs for these burdensome taxes. 
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Differences between the estimates of the respondents and the enterprise 
databases regarding turnover and gross profit 

If available, we used data from enterprise databases (Orbis, Amadeus) regarding 
turnover, gross profit and CIT to carry out estimations. The reason is that these 
databases are expected to be more precise than self-reported estimations. Only when 
such “hard data” was not available, did we use the estimations of the respondents. 

Notably, there are differences between the turnover, gross profit and CIT estimated by 
the respondents and the data available in enterprise databases (public registries, Orbis 
and Amadeus). In general, the actual turnover and gross profit available in the 
enterprise databases is higher than estimated by the respondents, especially in the 
case of micro-sized enterprises. As enterprise registers can generally be considered 
reliable sources of information, we suspect that self-reported turnover data can be 
erroneous. This would also mean that self-reporting introduces an upward bias to the 
estimation of the ratios. The existence of such a bias was to some extent confirmed by 
the regression analysis. 

• In the case of the TETCC to turnover ratio, there is no clear statistical evidence 
that self-reporting leads to biased estimates. 

• In the case of the IETCC to turnover ratio, controlling for the different 
characteristics of the enterprises, self-reporting leads an estimated ratio 0.18% 
higher compared to enterprises where “hard data” was used. 

Self-Selection may lead to biased estimates 

As enterprises were not obliged to answer the survey questionnaire it is possible that 
the enterprises most burdened by tax compliance obligations were more likely to 
respond, leading to an upward bias in the estimations. The existence of such a bias 
cannot be confirmed because we do not have information regarding the compliance 
costs of enterprises that have been contacted but refused to answer. 

The weighting may place a higher weight on the responses of micro-sized 
enterprises compared to their actual weight in the European economy 

The data provided by Eurostat used to carry out the weighting can lead to an upward 
bias in the estimates. The reason behind this is that the micro-sized enterprises in the 
population may not all be subject to CIT: in some Member States, such as Hungary, 
enterprises can choose to pay business taxes in forms other than CIT. These 
enterprises are likely to be very small. As the relative burden of compliance is 
expected to be higher for smaller enterprises and these enterprises may receive a 
higher weight in the estimations than their true weight in the population, the overall 
results may be upwardly biased. This does not impact the estimates clustered by size 
categories. 

The sample size limits the scope of the country level analysis 

As the sample size at the country level is between 121 and 208 (see Table 15 for the 
sector and size distribution of country level subsamples), we could not analyse TETCC 
within sectors and size categories simultaneously at the country level because the 
number of observation in intra-country sampling cells was too small for a sound 
analysis. In fact, even intra-country estimates of the compliance burden by size 
categories and sectors were expected to have high standard errors. 
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Table 16: Country level survey responses: Austria 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 5 25 9 8 47 

F - Construction 2 1 1 2 6 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

5 17 8 5 35 

I - Accommodation and food 
service activities 

6 20 13 8 47 

M - Professional, scientific and 
technical activities 

4 14 7 4 29 

D - Electricity, gas, steam and 
air conditioning supply 

3 24 7 4 38 

TOTAL 25 101 45 31 202 

Source: KPMG (2018). 

Table 17: Country level survey responses: Belgium 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 5 9 12 5 31 

F - Construction 2 1 2 1 6 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

3 18 8 6 35 

I - Accommodation and food 
service activities 

4 21 9 6 40 

M - Professional, scientific and 
technical activities 

2 15 5 - 22 

D - Electricity, gas, steam and 
air conditioning supply 

4 28 8 4 44 

TOTAL 20 92 44 22 178 

Source: KPMG (2018). 

Table 18: Country level survey responses: Czechia  

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 3 12 7 6 28 

F - Construction - - 2 1 3 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

2 18 8 5 33 

I - Accommodation and food 
service activities 

4 21 5 5 35 

M - Professional, scientific and 
technical activities 

1 20 2 5 28 

D - Electricity, gas, steam and air 
conditioning supply 

5 18 6 4 33 

TOTAL 15 89 30 26 160 
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Table 19: Country level survey responses: Estonia 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 13 5 4 26 

F - Construction - 3 1 1 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

1 12 4 4 21 

I - Accommodation and food 
service activities 

3 18 6 4 31 

M - Professional, scientific and 
technical activities 

- 11 4 2 17 

D - Electricity, gas, steam and air 
conditioning supply 

- 13 4 4 21 

TOTAL 8 70 24 19 121 

Source: KPMG (2018). 

Table 20: Country level survey responses: Finland 

Source: KPMG (2018). 

Table 21: Country level survey responses: FYROM        

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 20 8 4 36 

F - Construction 2 - 3 - 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 17 5 5 31 

I - Accommodation and food 
service activities 

4 23 7 4 38 

M - Professional, scientific and 
technical activities 

2 14 5 4 25 

D - Electricity, gas, steam and air 
conditioning supply 

4 35 6 4 49 

TOTAL 20 109 34 21 184 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 16 5 13 38 

F - Construction - 1 3  4 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

2 14 11 4 31 

I - Accommodation and food 
service activities 

- 24 15 6 45 

M - Professional, scientific and 
technical activities 

- 10 4 3 17 

D - Electricity, gas, steam and air 
conditioning supply 

1 16 4 3 24 

TOTAL 7 81 42 29 159 
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Table 22: Country level survey responses: France 

Source: KPMG (2018). 

Table 23: Country level survey responses: Germany 

Source: KPMG (2018). 

Table 24: Country level survey responses: Greece 

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 6 16 13 5 40 

F - Construction 1 1 1 2 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

3 16 8 5 32 

I - Accommodation and food 
service activities 

5 13 5 5 28 

M - Professional, scientific and 
technical activities 

3 12 6 4 25 

D - Electricity, gas, steam and air 
conditioning supply 

2 14 6 2 24 

TOTAL 20 72 39 23 154 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 5 22 17 10 54 

F - Construction 4 1 4 4 13 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 17 11 5 37 

I - Accommodation and food 
service activities 

5 16 11 5 37 

M - Professional, scientific and 
technical activities 

4 13 6 4 27 

D - Electricity, gas, steam and air 
conditioning supply 

4 29 3 4 40 

TOTAL 26 98 52 32 208 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 5 17 12 6 40 

F - Construction 2 2 1 - 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 16 7 4 31 

I - Accommodation and food 
service activities 

4 26 13 5 48 

M - Professional, scientific and 
technical activities 

4 13 5 4 26 

D - Electricity, gas, steam and air 
conditioning supply 

4 16 6 6 32 

TOTAL 23 90 44 25 182 
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Table 25: Country level survey responses: Ireland 

Source: KPMG (2018). 

Table 26: Country level survey responses: Italy 

Source: KPMG (2018). 

Table 27: Country level survey responses: Luxembourg 

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 3 10 5 5 23 

F - Construction 1 1 2 1 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 12 4 4 24 

I - Accommodation and food 
service activities 

3 12 4 4 23 

M - Professional, scientific and 
technical activities 

4 12 4 4 24 

D - Electricity, gas, steam and air 
conditioning supply 

4 12 4 4 24 

TOTAL 19 59 23 22 123 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 13 12 10 39 

F - Construction - - 2 3 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

3 12 8 4 27 

I - Accommodation and food 
service activities 6 13 6 7 32 

M - Professional, scientific and 
technical activities 4 13 4 4 25 

D - Electricity, gas, steam and air 
conditioning supply 4 14 4 4 26 

TOTAL 21 65 36 32 154 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 12 4 4 24 

F - Construction 1 1 1 2 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 12 4 4 24 

I - Accommodation and food 
service activities 

4 12 4 4 24 

M - Professional, scientific and 
technical activities 

4 12 4 4 24 

D - Electricity, gas, steam and air 
conditioning supply 

3 12 4 4 24 

TOTAL 20 61 21 22 125 
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Table 28: Country level survey responses: Netherlands 

Source: KPMG (2018). 

Table 29: Country level survey responses: Poland 

Source: KPMG (2018). 

Table 30: Country level survey responses: Romania 

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 12 5 5 26 

F - Construction 1 2 2 - 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 12 4 5 25 

I - Accommodation and food 
service activities 

5 13 5 6 29 

M - Professional, scientific and 
technical activities 

4 12 4 3 23 

D - Electricity, gas, steam and air 
conditioning supply 

4 12 4 4 24 

TOTAL 22 63 24 23 132 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 10 6 5 25 

F - Construction - 3 2 - 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 12 4 5 25 

I - Accommodation and food 
service activities 

4 13 5 4 26 

M - Professional, scientific and 
technical activities 

2 14 7 4 27 

D - Electricity, gas, steam and air 
conditioning supply 

2 12 6 4 24 

TOTAL 16 64 30 22 132 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 6 18 9 7 40 

F - Construction - 4 - - 4 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

2 15 7 4 28 

I - Accommodation and food 
service activities 

2 28 8 6 44 

M - Professional, scientific and 
technical activities 

- 13 4 2 19 

D - Electricity, gas, steam and air 
conditioning supply 

2 32 7 3 44 

TOTAL 12 110 35 22 179 
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Table 31: Country level survey responses: Slovakia 

Source: KPMG (2018). 

Table 32: Country level survey responses: Slovenia 

Source: KPMG (2018). 

Table 33: Country level survey responses: Spain 

Source: KPMG (2018). 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 14 14 8 40 

F - Construction 1 - 3 1 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

3 20 7 4 34 

I - Accommodation and food 
service activities 

5 23 8 4 40 

M - Professional, scientific and 
technical activities 

1 12 4 3 20 

D - Electricity, gas, steam and air 
conditioning supply 

2 19 7 3 31 

TOTAL 16 88 43 23 170 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 12 3 4 23 

F - Construction 1 2 1 1 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 11 4 4 23 

I - Accommodation and food 
service activities 

4 12 4 4 24 

M - Professional, scientific and 
technical activities 

3 12 4 4 23 

D - Electricity, gas, steam and air 
conditioning supply 

4 12 4 4 24 

TOTAL 20 61 20 21 122 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 3 13 5 6 27 

F - Construction 1 3 2 - 6 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

5 12 5 5 27 

I - Accommodation and food 
service activities 

4 12 5 4 25 

M - Professional, scientific and 
technical activities 

4 12 5 4 25 

D - Electricity, gas, steam and air 
conditioning supply 

3 12 5 4 24 

TOTAL 20 64 27 23 134 
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Table 34: Country level survey responses: Sweden 

Source: KPMG (2018). 

Table 35: Country level survey responses: United Kingdom 

Source: KPMG (2018). 

Results of Ranking Questions 

Figure 43–Figure 47 below show the results of the ranking questions 14 and 20 from 
the survey questionnaire. For the questions, please refer to the survey questionnaire 
in Annex I.  

Figure 43: Ranking question results – Q14 – Complexity of tax laws  

 
Source: KPMG (2018). 
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Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 12 6 8 30 

F - Construction 1 4 - 2 7 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

1 11 4 5 21 

I - Accommodation and food 
service activities 

3 13 4 5 25 

M - Professional, scientific and 
technical activities 

- 15 4 4 23 

D - Electricity, gas, steam and air 
conditioning supply 

1 14 3 1 19 

TOTAL 10 69 21 25 125 

Industrial sector (NACE Rev.2) LSEs Micro Small Medium TOTAL 

C - Manufacturing 4 13 5 4 26 

F - Construction 1 2 2 - 5 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 

4 8 7 4 23 

I - Accommodation and food 
service activities 

4 14 4 4 26 

M - Professional, scientific and 
technical activities 

4 12 3 4 23 

D - Electricity, gas, steam and air 
conditioning supply 

2 19 7 4 32 

TOTAL 19 68 28 20 135 
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Figure 44: Ranking question results – Q14 – Management of tax compliance 
processes 

 
Source: KPMG (2018). 

Figure 45: Ranking question results – Q14 – Tax accounting and documentation 
processes 

 
Source: KPMG (2018). 

Figure 46: Ranking question results – Q14 – Frequency of tax filings 

 

 Source: KPMG (2018). 
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Figure 47: Ranking question results – Q20 – Tax compliance in comparison to 
2010                                 

 

Source: KPMG (2018). 

Table 36: Ranking question results – Q21 – Recommendations 

Country Recommendation 1 Recommendation 2 Recommendation 3 Recommendation 4 Recommendation 5 

Austria Simplify the tax 
regulations and tax 
systems 

Unify the VAT rates 
and VAT rules – 
reduce number of 
rates and 
exceptions 

Abolish VAT 
between companies 

Introduce lump-
sum payroll taxes 
and contributions 
or have the State 
or the employee 
levy these. 

  

Belgium Simplify the tax 
regulations 
(treatment of car 
expenses for CIT & 
VAT) 

Simplify tax 
returns – too many 
details are to be 
provided 

Unify the VAT rules 
within Europe 

Tax authorities to 
increase 
automatisation and 
improve IT systems 
and platforms 

Tax authorities to 
re-utilize data that 
is already 
submitted 
elsewhere 

Czechia  Simplify the tax 
regulations and tax 
systems 

Less frequent 
change of tax 
legislation 

Abolish the VAT 
control report 

    

Estonia Eliminate the 
obligation to 
declare the invoices 
which have an 
amount of at least 
1,000 EUR 

Decrease the 
submission 
frequency394 and 
the annexes for 
SME 

Simplify the 
taxation of cars 

    

Finland Simplify the tax 
regulations. 

Implement clearer 
guidelines (simple 
language) 

Harmonize the VAT 
regulations and 
rates in Europe 

Reduce the number 
of filings (VAT) 

Tax authorities to 
improve IT systems 
and platforms (less 
complex) 

                                                   
394  It should be noted that only 17% of the survey respondents in Estonia considered the frequency of 

filings as very burdensome or burdensome. 54% of the survey respondents indicated that the frequency 
of filings are not burdensome. See Figure 46. 
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Country Recommendation 1 Recommendation 2 Recommendation 3 Recommendation 4 Recommendation 5 

France Simplify the tax 
system in terms of 
number of taxes 
and filings – 
regroup info 
request in 
one document. 

Implement clearer 
guidelines (simple 
language and 
examples) 

Facilitate 
communications 
with tax 
authorities – 
hotline, less 
complex electronic 
filing 

Simplify the wage 
related taxes 
(URSSAF) and 
merge the social 
funds or have the 
State allocate to 
the different social 
funds. 

Payment of taxes 
through 
withholdings 
without further 
formalities 

FYROM Timely introduce 
new laws providing 
sufficient time to 
understand them 
and to adapt 
systems 

Less frequent 
change of tax 
legislation 

Improve electronic 
filing395 

The Government to 
organize free 
seminars and 
trainings  

  

Germany Simplify the tax 
regulations and 
processes, 
especially for VAT 
(reduce number of 
rates and 
exceptions) 

Harmonize tax 
regulations in 
Europe for VAT and 
CIT 

Reduce the number 
of filings for VAT 
and extend 
payment dates 

Abolish the e-bilanz 
and standardize the 
requested trial 
balances 

Reduce penalties 
for unintentionally 
errors 

Greece Simplify the tax 
regulations – make 
it less complex 

Less frequent 
changes of tax 
legislation, greater 
stability 

Make tax audits 
more efficient and 
organize them in a 
five-year period 
without possibility 
of extension. 

Increase 
automatisation and 
electronic filing 

  

Ireland Simplify the tax 
regulations – 
simplify EU law 

Less strict 
deadlines – same 
deadlines for all 
taxes 

Reduce the number 
of filings (VAT) 

Reduce level of 
penalties, they are 
excessive for 
income tax and vat. 

More co-operation 
from the tax 
authorities 

Italy Simplify the tax 
regulations – clear 
and simple 
standards 

Don't continually 
modify the 
normative rules 

Reduce the useless 
formalities, 
avoiding asking the 
same data already 
provided. 

Abolish the IRAP 
and the sectorial 
studies 

Free number to tax 
authorities for 
immediate advice 

Luxem-
bourg Simplify the tax 

regulations – make 
it less complex 

Less frequent 
change of tax 
legislation (also 
from EU) 

Unify the VAT rates 
in Europe 

Increase 
automatisation and 
on-line filing 

  

Netherlands Simplify the tax 
regulations – make 
it less complex 

Decrease the 
number of VAT 
rules – too many 
different rules 

Simplify VAT for 
international trade 

Reduce the number 
of filings (VAT) 

  

Poland Simplify the tax 
regulations – make 
it less complex 

Less frequent 
changes of tax 
legislation, greater 
stability 

Implement clear 
regulations and 
interpretations 
(more 
comprehensive) 

Reduce time 
consuming 
documentation and 
information for CIT 
and VAT . 

  

                                                   
395  Notwithstanding this recommendation, 88% of the survey respondents in FYROM indicated that they file 

their CIT return electronically and 97% of them indicated to file their VAT return electronically. See Table 
7. 
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Country Recommendation 1 Recommendation 2 Recommendation 3 Recommendation 4 Recommendation 5 

Romania Simplify the tax 
regulations and the 
tax processes 
(informative tax 
returns – VAT) 

Less frequent 
change of tax 
legislation 

Reduce the number 
of filings. 

Provide an on-line 
platform for 
consultation and 
payments 

Connect the 
databases of 
various public 
bodies for an easier 
identification 

Slovakia Simplify the tax 
regulations – make 
it less complex 

Less frequent 
change of tax 
legislation 

Implement clearer 
and timely 
guidelines  

Reduce formalities 
and reporting 
(cancel VAT ledger, 
reduce filings) 

Make VAT payable 
upon payment of 
invoices 

Slovenia Simplify the tax 
regulations – make 
it less complex 

Implement clearer 
and timely 
guidelines  

Reduce formalities 
and the number of 
filings for VAT 

Tax authorities to 
provide simple and 
user-friendly 
software 

Taxation of SMEs at 
flat rate without 
accounting and 
formalities 

Spain Simplify the tax 
regulations and the 
required 
information 

Implement clearer 
and timely 
guidelines. Tax 
authorities to install 
helpdesk. 

Reduce formalities 
and reporting for 
SMEs – Annual VAT 
return 

The tax authorities 
to increase 
automatisation and 
electronic filing 

  

Sweden Simplify the tax 
regulations – make 
VAT less complex 

Remove the EC 
sales list or 
implement a 
threshold for the 
reporting obligation 

A more efficient 
Tax Agency 
(assistance, 
responding, audit) 

    

United 
Kingdom Simplify the tax 

regulations – make 
it less complex 

Implement clearer 
guidelines (simple 
language) 

Reduce formalities 
and reporting for 
SMEs – Annual VAT 
return 

A more efficient 
HRMC in terms of 
systems 

Combine PAYE and 
National Insurance 
into once tax. 

Source: KPMG (2018) 
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 PUBLICLY AVAILABLE DATA USED TO PREPARE THE 
SURVEY DATA FOR ANALYSIS  

To ensure the representativeness of our findings, we weighted the survey sample by 
country, sector and employment size cells based on Eurostat data as presented in 
Table 37 below. 

Table 37: Number of enterprises in the 20 countries selected 

MS NACE R2 
Size 

Micro Small Medium LSEs 

Austria C - Manufacturing 18.576 5.024 1.456 468 

Austria D - Electricity, gas, steam and 
air conditioning supply 2.133 76 38 24 

Austria F - Construction 27.984 5.578 597 68 

Austria 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 68.292 8.589 1.003 200 

Austria I - Accommodation and food 
service activities 41.179 5.772 490 35 

Austria M - Professional, scientific and 
technical activities 60.686 3.534 368 31 

Belgium C - Manufacturing 29.944 4.323 1.169 311 

Belgium D - Electricity, gas, steam and 
air conditioning supply 660 13 8 12 

Belgium F - Construction 101.414 4.057 476 51 

Belgium 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 126.661 8.030 823 161 

Belgium I - Accommodation and food 
service activities 45.939 3.067 117** 21** 

Belgium M - Professional, scientific and 
technical activities 134.325 2.225 311 52 

Czechia  C - Manufacturing 157.909 8.293 3.045 794 

Czechia  D - Electricity, gas, steam and 
air conditioning supply 10.113 207 69 25 

Czechia  F - Construction 166.011 4.195 546 54 

Czechia  
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 233.807 7.911 904 182 

Czechia  I - Accommodation and food 
service activities 56.388 2.409 193 18 

Czechia  M - Professional, scientific and 
technical activities 172.829 2.422 339 43 

Estonia C - Manufacturing 4.984 1.137 429 63 

Estonia D - Electricity, gas, steam and 
air conditioning supply 162 45 16 3 

Estonia F - Construction 8.189 759 71 10 

Estonia 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 13.695 1.094 186 33 

Estonia I - Accommodation and food 
service activities 1.998 432 55 7 
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MS NACE R2 
Size 

Micro Small Medium LSEs 

Estonia M - Professional, scientific and 
technical activities 11.091 328 43 - 

Finland C - Manufacturing 17.035 2.986 822 199 

Finland D - Electricity, gas, steam and 
air conditioning supply 682 119 38 10 

Finland F - Construction 38.495 3.023 273 36 

Finland 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 40.129 3.679 421 113 

Finland I - Accommodation and food 
service activities 10.456 1.100 113 18 

Finland M - Professional, scientific and 
technical activities 33.569 1.519 212 33 

FYROM C - Manufacturing 5.598 1.071 346 70 

FYROM D - Electricity, gas, steam and 
air conditioning supply 117 8 5 3 

FYROM F - Construction 3.445 440 66 8 

FYROM 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 21.764 1.188 123 18 

FYROM I - Accommodation and food 
service activities 3.647 421 24 1 

FYROM M - Professional, scientific and 
technical activities 5.723 242 10 - 

France C - Manufacturing 205.876 22.315 5.545 1.357 

France D - Electricity, gas, steam and 
air conditioning supply 24.729 103 31 21 

France F - Construction 553.442 20.575 1.487 229 

France 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 769.407 27.685 4.361 850 

France I - Accommodation and food 
service activities 261.271 11.088 528 107 

France M - Professional, scientific and 
technical activities 501.501 12.346 1.689 358 

Germany C - Manufacturing 138.436 53.430 16.484 4.252 

Germany D - Electricity, gas, steam and 
air conditioning supply 915 486 470 187 

Germany F - Construction 282.570 52.315 3.417 233 

Germany 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 492.792 87.233 11.643 1.841 

Germany I - Accommodation and food 
service activities 169.721 51.644 4.512 319 

Germany M - Professional, scientific and 
technical activities 420.104 35.388 3.891 620 

Greece C - Manufacturing 55.447 2.068 581 115 

Greece D - Electricity, gas, steam and 
air conditioning supply 613***** 12 7 4**** 

Greece F - Construction 82.243 2.237 177 15 
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MS NACE R2 
Size 

Micro Small Medium LSEs 

Greece 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 242.179 8.855 638 61 

Greece I - Accommodation and food 
service activities 85.496 4.780 272 16 

Greece M - Professional, scientific and 
technical activities 102.776 1.304 332 16 

Ireland C - Manufacturing 12.503 1.487 494 144 

Ireland D - Electricity, gas, steam and 
air conditioning supply 466 6 ***** 3***** 1***** 

Ireland F - Construction 31014* 1164* 104* 11* 

Ireland 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 31203*** 4991*** 648*** 83*** 

Ireland I - Accommodation and food 
service activities 12039*** 2468*** 616*** 32*** 

Ireland M - Professional, scientific and 
technical activities 24336*** 1342*** 150*** 41*** 

Italy C - Manufacturing 328.486 58.390 8.349 1.197 

Italy D - Electricity, gas, steam and 
air conditioning supply 9.916 401 102 40 

Italy F - Construction 509.648 18.335 1.041 79 

Italy 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 1.086.631 33.508 2.532 463 

Italy I - Accommodation and food 
service activities 292.996 18.183 722 112 

Italy M - Professional, scientific and 
technical activities 698.154 6.878 734 129 

Luxembourg C - Manufacturing 503 206 78 25 

Luxembourg D - Electricity, gas, steam and 
air conditioning supply 69 7 5 1 

Luxembourg F - Construction 2.592 795 137 18 

Luxembourg 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 6.792 807 123 15 

Luxembourg I - Accommodation and food 
service activities 2.405 390 22 6 

Luxembourg M - Professional, scientific and 
technical activities 7.442 422 52 10 

Netherlands C - Manufacturing 53.105 6.039 1.924 326 

Netherlands D - Electricity, gas, steam and 
air conditioning supply 1.114 42 20 15 

Netherlands F - Construction 149.560 4.392 683 113 

Netherlands 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 226.631 11.748 1.956 332 

Netherlands I - Accommodation and food 
service activities 49.958 3.687 280 46 
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MS NACE R2 
Size 

Micro Small Medium LSEs 

Netherlands M - Professional, scientific and 
technical activities 309.148 4.945 668 145 

Poland C - Manufacturing 157.056 15.907 6.131 1.545 

Poland D - Electricity, gas, steam and 
air conditioning supply 2.096 253 180 54 

Poland F - Construction 221.638 7.365 1.340 154 

Poland 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 476.043 18.030 3.059 430 

Poland I - Accommodation and food 
service activities 46.265 2.397 273 42 

Poland M - Professional, scientific and 
technical activities 230.343 2.948 506 111 

Romania C - Manufacturing 34.577 9.612 3.118 784 

Romania D - Electricity, gas, steam and 
air conditioning supply 1.298 119 49 35 

Romania F - Construction 40.669 6.101 956 87 

Romania 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 161.464 13.220 1.349 173 

Romania I - Accommodation and food 
service activities 21.545 3.250 288 28 

Romania M - Professional, scientific and 
technical activities 54.305 2.242 281 58 

Slovakia C - Manufacturing 60.348 3.388 964 275 

Slovakia D - Electricity, gas, steam and 
air conditioning supply 337 113 27 10 

Slovakia  F - Construction 82.645 1.110 158 14 

Slovakia 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 106.040 2.781 382 78 

Slovakia I - Accommodation and food 
service activities 15.407 1073**** 70 16***** 

Slovakia M - Professional, scientific and 
technical activities 58.285 802 152 13 

Slovenia C - Manufacturing 16.452 1.525 477 107 

Slovenia D - Electricity, gas, steam and 
air conditioning supply 1.530 17 13 10 

Slovenia F - Construction 17.098 941 84 10 

Slovenia 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 24.507 1.106 180 30 

Slovenia I - Accommodation and food 
service activities 9.944 371 39 10 

Slovenia M - Professional, scientific and 
technical activities 28.272 523 51 3 

Spain C - Manufacturing 140.164 21.573 4.124 728 

Spain D - Electricity, gas, steam and 
air conditioning supply 14.001 186 32 25 

Spain F - Construction 335.541 10.266 893 121 
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MS NACE R2 
Size 

Micro Small Medium LSEs 

Spain 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 672.658 29.173 2.957 512 

Spain I - Accommodation and food 
service activities 253.495 14.921 1.271 196 

Spain M - Professional, scientific and 
technical activities 325.110 8.712 1.131 212 

Sweden C - Manufacturing 47.482 4.824 1.284 306 

Sweden D - Electricity, gas, steam and 
air conditioning supply 2.239 130 79 22 

Sweden F - Construction 91.020 5.125 501 48 

Sweden 
G - Wholesale and retail trade; 

repair of motor vehicles and 
motorcycles 119.527 6.888 1.120 212 

Sweden I - Accommodation and food 
service activities 27251**** 2.913 261 29**** 

Sweden M - Professional, scientific and 
technical activities 169.523 3.081 423 72 

United 
Kingdom C - Manufacturing 95.804 22.566 6.220 1.377 

United 
Kingdom 

D - Electricity, gas, steam and 
air conditioning supply 3.002 209 43 31 

United 
Kingdom F - Construction 252.747 15.876 1.832 315 

United 
Kingdom 

G - Wholesale and retail trade; 
repair of motor vehicles and 
motorcycles 313.373 39.067 4.919 1.100 

United 
Kingdom 

I - Accommodation and food 
service activities 97.818 30.852 2.892 503 

United 
Kingdom 

M - Professional, scientific and 
technical activities 387.426 21.753 3.342 701 

Source: Eurostat. Data referring to 2013. Data last updated by EUROSTAT: 21.12.2015. 
http://ec.europa.eu/eurostat/web/structural-business-statistics/structural-business-statistics/sme 

* Data for 2010 

** Data for 2011 

*** Data for 2012 

**** Data for 2013 

***** Estimated 

Survey respondents provided their estimates of the compliance burden in terms of 
hours. For compliance obligations that was outsourced the respondents provided 
monetary figures. To estimate the total compliance costs, we converted the figures in 
hours to costs using the labour costs of administrative personnel in the 20 countries 
selected presented in the Table 38 below. 

http://ec.europa.eu/eurostat/web/structural-business-statistics/structural-business-statistics/sme


Study on tax compliance costs for SMEs  

201 

Table 38: Administrative and support service activities in 2014 used for the 
conversion of internal hours to costs 

Country Labour cost (EUR/hour) 

Austria 23 

Belgium 32.2 

Czechia  5.8 

Estonia 8.7 

Finland 22 

FYROM * 2.9 

France 26 

Germany 19.3 

Greece 9.9 

Ireland 20.1 

Italy 18.7 

Luxembourg 20.7 

Netherlands 22.7 

Poland 5.8 

Romania 3.2 

Slovakia 6.9 

Slovenia 10.7 

Spain 14.7 

Sweden 31 

United Kingdom 19.4 

Source: Eurostat 2015.396 

* Estimated labour cost based on FYROM’s labour cost survey 2012. Available at: 
http://www.stat.gov.mk/PrikaziPoslednaPublikacija_en.aspx?id=4. 

Some survey respondents provided their answers in national currencies. For the 
conversion to Euros we used exchange rates of 2014 publicly available on the website 
of Eurostat as presented by Table 39 below. 

                                                   
396  Eurostat. (2015). Labour cost levels by NACE Rev. 2 activity. Retrieved from 

http://ec.europa.eu/eurostat/web/products-datasets/-/lc_lci_lev, 14 November 2018. Eurostat. (2015).  

http://ec.europa.eu/eurostat/web/products-datasets/-/lc_lci_lev
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Table 39: Exchange rates used for the conversion of responses to Euros397 

Country Currency 
Exchange rate (average of 2014) 

EUR/NATIONAL NATIONAL/EUR 

Czechia  CZK 0.036 27.536 

FYROM MKD 0.016 61.275 

Poland PLN 0.239 4.184 

Romania RON 0.225 4.444 

Sweden SEK 0.111 9.099 

United Kingdom GBP 1.241 0.806 

Source: European Central Bank (2014).398 

                                                   
397 The figures were rounded for depiction in the table. Currency equivalents were calculated with exchange 

rates rounded to four digits. 
398 European Central Bank. (2016). Euro foreign exchange reference rates. Retrieved from 

https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/ind
ex.en.html, 15 November 2018.  

https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/index.en.html
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/index.en.html
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 METHODOLOGY OF SCM CALCULATION 

To conduct the SCM we followed the steps described below. 

Phase 1: Preparatory analysis 

Step 1 and 2 – Identification and classification of the IOs and actions 
required to comply with IOs 

Our model focusses on the five most burdensome taxes for enterprises and provides 
results for them separately. Based on previous research and papers (see Bibliography) 
CIT and VAT are important taxes to be included in the analysis of AB. For the three 
remaining taxes, the selection was based on the number of respondents having 
indicated a specific tax as being most burdensome (and the total compliance cost of 
the tax). Following the responses from the survey, taxes were grouped according to 
common characteristics (jurisdictions, targets, etc.) in the following tax groups and 
the most burdensome taxes were considered for further analyses:  

• Wage related taxes and contributions 
• Property and real estate tax 
• Local and regional tax 
• Vehicle related taxes 
• Environmental related taxes 
• Excise and custom duties 
• Business contributions 
• Business related contributions 
• Wealth and inheritance taxes 
• Statistical reporting 

This was done based on a weighted frequency (based on the costs). We therefore did 
not run a fully-fledged SCM based on precise IOs for every tax analysed. We analysed 
the three main burdensome taxes at EU-wide level (three most burdensome EU-wide): 
due to a lack of respondents for the (open) question on the most burdensome taxes, a 
country level analysis of the three most burdensome taxes would not have been 
statistically relevant. 

For the facilitation of cross-border TETCC analysis, this Study only follows the typology 
defined by the EC implicitly.399 This means that only four main processes are 
distinguished for the compliance costs of the selected taxes, i.e. data collection, 
preparation, review and submission. Due to the outlier exclusion process it is possible 
that the sum of different steps do not amount to the average total tax cost. As 
explained below, the survey required the respondents to provide the AB excluding BAU 
costs, in line with standard SCM methodology. Compliance costs deriving from IOs 
were therefore the only ones to be considered. 

As complementary information we interrogated respondents on the costs of audit 
compliance and/or questions from tax authorities to raise potential insights for specific 
taxes (questions 12 and 13). By grouping the processes, some borderline IOs (like 
audit compliance for tax matters) may or may not have been included by the 
respondent. However, given the size and diversity of the sample, the impact of this 
distortion is limited.  

Step 3 – Classification by regulatory sources 

The classification of IOs by their respective sources (the administration/jurisdiction 
which raise the taxes – e.g. central regional local) have been included in the different 

                                                   
399  European Commission. (2005). EU common methodology for assessing administrative costs imposed by 

legislation. COM/2005/0518 final. Brussels. 
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tax groups (see step one and step two) based on a high-level classification provided 
by KPMG. We considered including such questions in the survey but it quickly became 
apparent that, in many countries, enterprises have limited information on the origin of 
the IO, some regional or local taxes being administratively run by the central 
government. Additionally, given the international scale of this exercise, some taxes 
may be run centrally in one country and regionally in another.  

Step 4 – Identification of target groups 

For this Study, enterprises were classified by size (see Table 2 for size limits): SMEs 
and LSEs; by industry: the industry sector in which the enterprise operates; and by 
location: 20 countries were included in the survey. Results are presented by country 
and by size of enterprises. The classification by industry was also included to provide 
differentiated results by sector at EU level.  

The taxes that were analysed – CIT and VAT on the one hand and the other three 
most burdensome taxes on the other hand – affect all groups of enterprises. 
Discrepancies may therefore be analysed between the different target groups 
(countries, size of enterprise, industry sector). 

Step 5 – Identification of frequency 

The survey included a question on the frequency of the required actions by enterprises 
on the IOs (per year). KPMG ran checks on the survey responses to make sure they 
are in line with the working of the taxes in the respective jurisdictions in order to avoid 
inconsistencies in the results. In exceptional cases, there can be a variation of 
frequency in time (e.g. one off cost of familiarisation with the tax).  

Step 6 – Cost parameters 

Although it was suggested in to make a distinction between a partly- and a fully 
outsourced process400, the analysis of the results showed that there are very few 
enterprises that outsource their complete process (there always remains a fraction of 
the work to be done internally, such as data gathering). Therefore the cost parameters 
have been structured according to two, instead of three cases: 

• the first considers an enterprise that fully internalises its tax compliance processes; 
• the second is a mix of internal and external processes (e.g. the preparation is 

outsourced but submission is run by the enterprise). Thus, whilst a small fraction 
of the enterprises indicated a full externalisation of their processes, these are also 
included in this case. 

This distinction enabled us to analyse whether in-house preparation or out-sourcing 
impacts TETCC and if the choice of in-house preparation or out-sourcing is influenced 
by elements such as the size of the enterprises involved. Based on the available data, 
we only present results that are sufficiently representative for each level of the 
analysis.  

Step 7 – Data sources 

Most of the data collected comes from the survey run by GfK of more than 
3 000 enterprises across twenty countries (see Annex III). These data sources are the 
basis for the present SCM but results have been further complemented by expert 
interviews with KPMG tax professionals. This Study was also put in perspective with 
previous reference papers published on the topic such as the PwC-World Bank Group 
“Paying Taxes” report (2016), the EC’s Taxation Paper 40 (2013) and results from 
previous European Tax Surveys (see Bibliography).  

                                                   
400  This was suggested in previous research undertaken by KPMG that led up to this Study. 
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Phase 2: Data collection and standardisation  

The analysis of the SCM includes two main steps. The eighth step (step 8) consists of 
the collection of data and the number of observations considered (number of 
enterprises that pay taxes). The ninth step (step 9) considers the performance of a 
normally-efficient enterprise (NEE) or, in other words, the average amount of time 
and/or cost that a considered enterprise spends to comply with its tax compliance 
obligations.  

The collection of the data has been run through a survey (see Annex III) which 
enabled the collection of a total of 3 079 consistent observations throughout the 
twenty European countries considered to run the SCM. The questions of the survey 
(with regard to the SCM), based on the IOs required for each tax, identified the 
administrative activities required to meet these IOs. These activities were divided into 
four categories for each tax: data collection; preparation (of tax filings); review; and 
submission. Each respondent was specifically asked to provide an estimate of the time 
or costs required for these activities only as far as the AB is concerned. The BAU costs 
(costs which would have been incurred independently of the tax compliance 
obligation) should not be included in their responses.  

A NEE is an enterprise deemed representative of an observed population. Since the 
sample distribution for such observations (compliance time and costs for each tax) is 
not normally distributed and stratified, the sample has been adapted to exclude 
outliers and weighted to represent the population and not the sample. The weighting 
applied to the sample helps ensure a proper representation of each of the observed 
population and, hence, of the concept of a NEE. From this perspective, all results 
(average compliance costs) presented in the next section can be considered as 
representative of a NEE (step nine). The compliance costs presented are for a NEE for 
the selected population. In other words, a NEE at European level for all kinds of 
enterprise is not similar to the one in a specific country, sector or size-range.  

Figure 48: Identifying a NEE 

 
Source: SCM Network. (2005). International Standard Cost Model Manual. Measuring and reducing 
administrative burdens for businesses, p. 41. 

Identifying a NEE generally implies a qualitative evaluation of the sample (see the 
example set out above in Figure 48). We have adapted the sample to reject outliers 
(i.e. excluding the 5% highest and lowest observations) and calculated a (trimmed) 
mean from then on. However, even when excluding outliers, the sample remains 
skewed to the right with a significant standard-mean deviation (meaning that the 
mean and the median differ significantly). Even though we consider the trimmed mean 
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to be representative of a NEE we have also provided the median results in Annex VI of 
this Study.  

Note: To assure a significantly large sample (and an efficient use of the responses) 
calculations were made on different sample sizes. It can therefore be that the sum of 
the individual TETCC are higher than the TETCC due to: 

• the outlier exclusion process which was done per answer (not per observation) as 
this would lead to too many (unneeded) deletions; 

• the total taxes and the individual taxes are all based on different questions. Per 
observation some answers are filtered out due to incoherence issues. E.g. if a 
respondent gives a TETCC of a certain amount but with a frequency of filing of zero 
the answer is perceived as incorrect; 

• for CIT and VAT all zero values were excluded as this Study calculates average 
compliance costs for tax liable enterprises; 

• observations that are deemed as only partly correct/completed are included in the 
calculations for the part that is correct.  

As a result it can be that the sum of the average individual TETCC is higher than the 
TETCC of all taxes. 

Phase 3: Calculating and reporting 

In this phase, the different results were calculated (and are presented in the following 
section). The results at European level were calculated with a country weighting based 
on country-sector-employment cells (see Table 37, Annex IV for the number of 
enterprises in the different sampling cells). 

Annex VI contains the results of the SCM calculation and further figures and tables for 
the individual countries. Amongst others, tables including both the mean and the 
median per country and size of enterprises are included. Indeed, as our observations 
are not normally distributed (see above), the standard deviation of the sample is quite 
significant and the mean is hence much higher than the median. As the SCM usually 
considers the mean, we have presented these results in our Study but we let the 
reader consult all the tables to get a comprehensive understanding of the results. 
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 SCM: COUNTRY LEVEL FINDINGS 
Country level findings401 402 403 404 

Austria 
Figure 49: Average TETCC by size of 

enterprises – all taxes – for Austria 

 
Figure 50: Average tax compliance costs by 

size of enterprises – CIT – for 
Austria 

 
Figure 51: Average tax compliance costs by 

size of enterprises – VAT – for 
Austria 

 

 
The average Austrian enterprise recorded TETCC of 
EUR 9 532 a year, ranging from an average of EUR 
8 562 for micro-sized enterprises to EUR 100 019 for 
LSEs. Austrian enterprises recorded an average TETCC 
that was a lot higher than that of the other surveyed 
countries, especially for LSEs. The difference for SMEs 
appeared less significant (see Figure 49). 
Both the CIT and VAT compliance costs for Austria did 
not differ significantly from the overall country 
average, except for LSEs (see Figure 49, Figure 50 
and Figure 51). Next to VAT and CIT, 182 out of 202 
interviewees named wage related taxes and 
contribution (as in most of the countries included in 
this Study) as one of the other most burdensome 
taxes. A less significant number of enterprises (25) 
also indicated the local and regional taxes and the 
vehicle taxes to be most burdensome.  
Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower costs 
(EUR 7 480) than others (EUR 9 667). The gap, 
however, is not as large as in the country average. 
At a sectoral level, the wholesale and retail, the 
construction and the manufacturing sector 
experienced much higher compliance costs than 
enterprises from other economic activities. These 
differences came with a somewhat higher burden for 
the treatment of CIT and especially with other 
(undisclosed) taxes (see Table 40 below).  
The proportion of Austrian enterprises finding CIT or 
VAT rather or very irritating was also slightly lower 
than in the other countries covered by the Study 
(especially for CIT), with respectively 32% of 
enterprises for CIT and 47% for VAT. About two-thirds 
of Austrian enterprises had a neutral perception of the 
“irritation costs” of these taxes, much higher than in 
other countries where perceptions are more skewed 
towards a positive or negative view. Most enterprises 
in Austria submit their tax filings electronically (76% 
for CIT and 98% for VAT). 

Table 40: Average tax compliance costs by sector – All taxes, CIT, VAT – for Austria 

Sector   TETCC  CIT  VAT 
C - Manufacturing  EUR 11 687  EUR 5 026  EUR 3 002 
D - Electricity, gas, steam and air conditioning supply  EUR 1 054 EUR 769  EUR 1 006 
F - Construction  EUR 11 506  EUR 2 457  EUR 3 360 
G - Wholesale and retail trade; repair of motor vehicles and 

motorcycles  EUR 11 288  EUR 3 381  EUR 2 985 
I - Accommodation and food service activities  EUR 8 446  EUR 5 260  EUR 3 381 
M - Professional, scientific and technical activities  EUR 6 783  EUR 2 507  EUR 1 344 

                                                   
401  All figures and tables in the country level analysis are computations made by KPMG for this Study based 

on the survey results. 
402  See also Table 36. 
403  The calculation of the TETCC were made based on different questions than the CIT and VAT tax 

compliance costs questions, which is why discrepancies between the total value and the sum of 
compliance costs for CIT and VAT can occur. TETCC encompass taxes other than CIT and VAT as well. 
We refer to Annex IV, phase 2 for an overview of the consequences. 

404  See also Figure 110 and Figure 125.  
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Belgium 
Figure 52: Average TETCC by size of enterprises 

– all taxes – for Belgium 

 

Figure 53: Average tax compliance costs by size 
of enterprises – CIT – for Belgium 

 

Figure 54: Average tax compliance costs by size 
of enterprises – VAT – for Belgium 

 

 

The average Belgian enterprise recorded TETCC of 
EUR 8 184 a year, ranging from an average of EUR 
7 854 for micro-sized enterprises to EUR 45 882 
for LSEs. Belgian enterprises recorded higher 
TETCC than their peers. Nonetheless, some 
significant differences arise. Belgian micro- and 
small-sized enterprises and LSEs tend to bear 
slightly higher TETCC while medium-sized 
enterprises declared lower costs than their 
counterparts covered by this study (see Figure 52). 

The differences were mainly concentrated in the 
treatment of VAT which was less burdensome for 
Belgian medium-sized enterprises and LSEs. The 
costs to comply with CIT differs less. For both 
taxes, micro-sized enterprises recorded higher AB 
(see Figure 53 and Figure 54). Next to VAT and 
CIT, the most burdensome taxes in Belgium, 
based on 50 counted responses, are wage related 
taxes and contribution (as in most other 
countries), property and real estate taxes 
mentioned by 33 respondents and local and 
regional taxes mentioned by 33 out of a total of 
178 survey responses.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 6 447) than others (EUR 8 537), 
though the difference is lower in Belgium than in 
the country average. 

At a sectoral level, the manufacturing sector 
experienced much higher TETCC than enterprises 
from other economic activities, these differences 
came mainly from other (undisclosed) taxes (see 
Table 41 below). 

The proportion of Belgian enterprises finding CIT or 
VAT rather or very irritating was also slightly lower 
than in the other countries covered by the study 
(especially for VAT), with respectively 38% of 
enterprises for CIT and 33% for VAT. About two-
thirds of Belgian enterprises have a neutral 
perception of the “irritation costs” of these taxes, 
much higher than in other countries where 
perceptions are more skewed towards a positive or 
negative view. Most enterprises in Belgium submit 
their tax filings electronically (83% for CIT and 
89% for VAT), well above the country average. 

Table 41: Average tax compliance costs by sector – All taxes, CIT, VAT – for Belgium405 

Sector   TETCC  CIT  VAT 
C - Manufacturing EUR 13 633  EUR 3 417 EUR 3 206 
D - Electricity, gas, steam and air conditioning supply EUR 11 912 EUR 1 184 EUR 5 536 
F - Construction EUR 5 622 EUR 3 000 EUR 1 470 
G - Wholesale and retail trade; repair of motor vehicles and 

motorcycles EUR 11 396 EUR 4 650 EUR 2 782 
I - Accommodation and food service activities EUR 7 329 EUR 4 641 EUR 4 280 
M - Professional, scientific and technical activities EUR 7 009 EUR 2 637 EUR 2 143 

 

                                                   
405  See supra note 403. 
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Czechia  

Figure 55: Average TETCC by size of enterprises 
– all taxes – for Czechia 

 

Figure 56: Average tax compliance costs by 
size of enterprises – CIT – for 
Czechia 

 

Figure 57: Average tax compliance costs by 
size of enterprises – VAT – for 
Czechia 

 

 

The average Czech enterprise recorded TETCC of 
EUR 4 511 a year, ranging from an average of EUR 
4 252 for micro-sized enterprises to EUR 20 844 
for LSEs. Czech enterprises consistently recorded 
smaller average TETCC than their peers. Especially 
LSEs tend to have significant lower costs of 
compliance than their counterparts covered by the 
study (see Figure 55). 

The differences mainly vary in the treatment of CIT 
which is significantly less burdensome for Czech 
medium-sized enterprises and LSEs. The costs to 
comply with the VAT differs less, the cost to 
comply is consistently equal or (slightly) below the 
country average (see Figure 56 and Figure 57). 
Next to VAT and CIT, the most burdensome taxes 
in Czechia, are vehicle related taxes which were 
mentioned as burdensome by 80 out of 160 survey 
respondents, property and real estate taxes 
mentioned by 54 respondents and wage related 
taxes and contribution mentioned by 
42 respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 4 179) than others (EUR 4 789). 

At a sectoral level, the electricity, gas, steam and 
air conditioning supply sectors experience much 
higher TETCC than enterprises from other 
economic activities, a trend which was not 
identified in the other countries. This difference 
comes from a higher burden for both the treatment 
of CIT and VAT (see Table 42 below and also Table 
18 ‘Country Level Survey Responses: Czechia).  

The proportion of Czech enterprises finding VAT 
rather or very irritating is higher than in the other 
countries covered by the study, with respectively 
59% of enterprises for VAT. In contrast, the CIT 
irritation cost in Czechia is well below the country 
average (28%). About half of Czech enterprises 
have a neutral perception of the “irritation costs” of 
CIT, much higher than in the other countries 
covered by the study where perceptions are more 
entrenched. Most enterprises in Czechia submit 
their tax filings electronically (92% for CIT and 
95% for VAT), well above the country average. 

Table 42: Average tax compliance costs by sector – All taxes, CIT, VAT – for Czechia406 

Sector   TETCC  CIT  VAT 

C - Manufacturing EUR 3 535 EUR 1 817 EUR 1 814 

D - Electricity, gas, steam and air conditioning supply EUR 17 980 EUR 1 275 EUR 485 

F - Construction EUR 5 287 EUR 2 133 EUR 1 535 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 4 487 EUR 1 944 EUR 1 025 

I - Accommodation and food service activities EUR 5 042 EUR 2 766 EUR 2 154 

M - Professional, scientific and technical activities EUR 4 285 EUR 2 373 EUR 1 884 
 

                                                   
406 See supra note 403. 
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Estonia 

Figure 58: Average TETCC by size of enterprises 
– all taxes – for Estonia 

 

Figure 59: Average tax compliance costs by size 
of enterprises – CIT – for Estonia 

 

Figure 60: Average tax compliance costs by size 
of enterprises – VAT – for Estonia 

 

 

The average Estonian enterprise recorded TETCC of 
EUR 1 297 a year, ranging from an average of EUR 
1 287 for micro-sized enterprises to EUR 2 639 for 
LSEs. Estonian enterprises recorded significantly 
smaller TETCC than their peers. Nonetheless, some 
significant differences arise. Estonian medium-
sized enterprises tend to bear slightly higher 
TETCC than LSEs (see Figure 58).  

The differences were visible in both the treatment 
of VAT and CIT which is significantly less 
burdensome for Estonian enterprises (see Figure 
59 and Figure 60). Next to VAT and CIT, the most 
burdensome taxes in Estonia, based on counted 
responses, only the wage related taxes and 
contribution (as in most other countries) were 
mentioned by 193 respondents as being 
particularly burdensome. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 813) than others (EUR 1 850), though 
the difference is lower in Estonia than in the 
country average. 

At a sectoral level, the construction and the 
wholesale and retail trade sector experience a 
higher TETCC than enterprises from other 
economic activities, a trend which is not 
perceptible at in other countries covered by the 
Study. These differences came mainly from other 
(wage related taxes and contributions) taxes (see 
Table 43 below). Furthermore, the Estonian TETCC 
costs are very low in comparison to their peers. 

The proportion of Estonian enterprises finding CIT 
rather or very irritating is also well below the 
country average, for VAT there is a smaller gap, 
with respectively 12% of enterprises for CIT and 
38% for VAT. About half of Estonian enterprises 
have a neutral perception of the “irritation costs” of 
these taxes, much higher than in the other 
countries covered by the study where perceptions 
are more entrenched. Most enterprises in Estonia 
submit their tax filings electronically (93% for CIT 
and 99% for VAT), well above the country average. 

 

Table 43: Average tax compliance costs by sector – All taxes, CIT, VAT – for Estonia407 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 692 EUR 206 EUR 290 

D - Electricity, gas, steam and air conditioning supply EUR 509 EUR 123 EUR 164 

F - Construction EUR 1 348 EUR 460 EUR 344 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles 

EUR 1 741 EUR 98 EUR 1 085 

I - Accommodation and food service activities EUR 625 EUR 205 EUR 203 

M - Professional, scientific and technical activities EUR 712 EUR 206 EUR 277 
 

                                                   
407  See supra note 403. 
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Finland 

Figure 61: Average TETCC by size of enterprises 
– all taxes – for Finland 

 

Figure 62: Average tax compliance costs by size 
of enterprises – CIT – for Finland 

 

Figure 63: Average tax compliance costs by size 
of enterprises – VAT – for Finland 

 

 

The average Finnish enterprise recorded a TETCC 
of EUR 5 018 a year, ranging from an average of 
EUR 4 853 for micro-sized enterprises to EUR 
12 363 for LSEs. Finnish enterprises consistently 
recorded smaller average TETCC than its peers. 
Additionally the difference between Finnish TETCC 
and country average TETCC seems to grow with 
the size of the enterprise (see Figure 61).  

The differences were mainly concentrated in the 
treatment of CIT which is significantly less 
burdensome for Finnish enterprises. The costs to 
comply with the VAT differs less, though the tax 
compliance cost for VAT is also significant (see 
Figure 62 and Figure 63). Next to VAT and CIT, the 
most burdensome taxes in Finland, based on 
counted responses, are wage related taxes and 
contribution (as in most other countries) which 
were mentioned as being burdensome by 38 out of 
184 respondents, property and real estate taxes 
mentioned by 9 respondents and excise and 
custom duties mentioned by 9 survey respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 2 788) than others (EUR 5 848). The 
difference is higher in Finland than in the country 
average. 

At a sectoral level, the electricity, gas, steam and 
air conditioning supply sector and construction and 
accommodation sectors experience much higher 
TETCC than enterprises from other economic 
activities, a trend which is not perceptible in the 
other counties covered by the Study. It seems that 
most of these tax compliance costs are not 
generated by CIT or VAT, and must therefore be 
explained by the other most burdensome taxes 
(see Table 44). 

The proportion of Finnish enterprises finding CIT or 
VAT rather or very irritating is comparable to the 
country average, with respectively 39% of 
enterprises for CIT and 44% for VAT. About 40% of 
Finnish enterprises have a neutral perception of the 
“irritation costs” of these taxes, much higher than 
in the other countries where perceptions are more 
entrenched. Most enterprises in Finland submit 
their tax filings electronically (81% for CIT and 
91% for VAT), well above the country average. 

Table 44: Average compliance costs by sector – All taxes, CIT, VAT – for Finland408 

Sector   TETCC  CIT  VAT 

C - Manufacturing EUR 3 675 EUR 1 401 EUR 1 506 

D - Electricity, gas, steam and air conditioning supply EUR 8 663 EUR 929 EUR 1 049 

F - Construction EUR 7 369 EUR 989 EUR 1 354 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 3 976 EUR 1 057 EUR 991 

I - Accommodation and food service activities EUR 8 378 EUR 2 270 EUR 2 382 

M - Professional, scientific and technical activities EUR 4 347 EUR 2 470 EUR 1 397 

 

                                                   
408  See supra note 403. 
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France 

Figure 64: Average TETCC by size of enterprises – 
all taxes – for France 

 

Figure 65: Average tax compliance costs by size 
of enterprises – CIT – for France 

 

Figure 66: Average tax compliance costs by size 
of enterprises – VAT – for France 

 
 

The average French enterprise recorded TETCC of 
EUR 8 137 a year, ranging from an average of EUR 
7 998 for micro-sized enterprises to EUR 24 274 
for LSEs. French enterprises record higher TETCC 
than their peers. Nonetheless, some significant 
differences arise. French micro- and small-sized 
enterprises tend to bear average TETCC while 
medium-sized enterprises and especially LSEs 
declared significantly lower costs than their 
counterparts covered by this Study (see Figure 
64). These differences were most visible for CIT 
tax compliance costs, although VAT tax compliance 
costs also consistently recorded lower than (EU) 
average costs (see Figure 65 and Figure 66). Next 
to VAT and CIT as in most other countries covered 
by the Study the most frequently mentioned 
burdensome taxes in France were wage related 
taxes and contribution mentioned by 104 out of 
154 respondents, property and real estate taxes 
mentioned by 24 respondents and local and vehicle 
related taxes mentioned by 6 survey respondents 
each. Enterprises which opted for a full 
internalisation of their tax compliance processes 
observed lower costs (EUR 3 291) than others 
(EUR 8 283). The difference is higher in France 
than in the country average. At a sectoral level, the 
construction and electricity sectors experience 
much lower TETCC than enterprises from other 
economic activities, a trend which is not 
perceptible in other countries covered by the 
Study. These differences come from a lower burden 
for the treatment of CIT and VAT for both these 
sectors, though the other most burdensome taxes 
also contribute to this difference (see Table 45 
below). The proportion of French enterprises 
finding CIT or VAT rather or very irritating is also 
slightly higher than the country average, with 
respectively 47% of enterprises for CIT and 48% 
for VAT. About 30% of French enterprises have a 
neutral perception of the “irritation costs” of these 
taxes, comparable to other countries covered by 
the Study where perceptions are more entrenched. 
Most enterprises in France submit their tax filings 
electronically (91% for CIT and 94% for VAT), well 
above the country average. 

Table 45: Average tax compliance costs by sector – All taxes, CIT, VAT – for France409 

Sector TETCC CIT VAT 

C - Manufacturing EUR 9 276 EUR 3 832 EUR 2 413 

D - Electricity, gas, steam and air conditioning supply EUR 5 227 EUR 171 EUR 235 

F - Construction EUR 5 350 EUR 2 936 EUR 494 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 8 568 EUR 4 118 EUR 1 677 

I - Accommodation and food service activities EUR 9 482 EUR 1 509 EUR 915 

M - Professional, scientific and technical activities EUR 10 495 EUR 3 902 EUR 1 762 

                                                   
409  See supra note 403. 
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FYROM 

Figure 67: Average TETCC by size of 
enterprises – all taxes – for FYROM 

 

Figure 68: Average tax compliance costs by 
size of enterprises – CIT – for 
FYROM 

 

Figure 69: Average tax compliance costs by 
size of enterprises – VAT – for 
FYROM 

 

 

The average FYROM enterprise records TETCC of 
EUR 2 307 a year, ranging from an average of EUR 
2 237 for micro-sized enterprises to EUR 2 890 for 
LSEs. FYROM enterprises record much smaller 
TETCC than their peers, which can be mainly 
explained by the much lower labour costs in the 
country. Surprisingly, TETCC does not rise 
significantly with the size of the enterprise and 
small-sized enterprises experience the highest 
TETCC of all at an average of EUR 3 825 (see 
Figure 67).  

Enterprises encounter lower TETCC for all taxes but 
the difference is more marked for CIT than VAT 
(see Figure 68 and Figure 69). Next to VAT and 
CIT, the most burdensome taxes in FYROM, based 
on counted responses, are wage related taxes and 
contribution which were mentioned as being 
burdensome by 82 out of 159 respondents, and 
property and real estate taxes mentioned by 
9 survey respondents. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 968) than others (EUR 2 979), though 
the difference is larger in FYROM than in the 
country average. 

At a sectoral level, there are no sectors that have 
significant higher TETCC than others. The energy 
sector does have a slightly elevated TETCC – 
double when compared to manufacturing (see 
Table 46 below). 

The proportion of FYROM enterprises finding CIT or 
VAT rather or very irritating is also much lower 
than in the other countries covered by the Study, 
with respectively 20% of enterprises for CIT and 
14% for VAT, implying than not only labour costs 
make TETCC lower in FYROM than elsewhere. Most 
enterprises in FYROM submit their tax filings 
electronically (88% for CIT and 97% for VAT), one 
of the highest proportion in Europe. 

Table 46: Average tax compliance costs by sector – All taxes, CIT, VAT – for FYROM410 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 1 524 EUR 1 237 EUR 796 

D - Electricity, gas, steam and air conditioning supply EUR 2 933 EUR 694 EUR 1 471 

F - Construction EUR 1 916 EUR 610 EUR 497 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 2 456 EUR 358 EUR 487 

I - Accommodation and food service activities EUR 2 543 EUR 1 300 EUR 1 750 

M - Professional, scientific and technical activities EUR 2 511 EUR 1 313 EUR 867 

 

                                                   
410  See supra note 403. 
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Germany 

Figure 70: Average TETCC by size of enterprises – 
all taxes – for Germany 

 
Figure 71: Average tax compliance costs by size 

of enterprises – CIT – for Germany 

 

Figure 72: Average tax compliance costs by size 
of enterprises – VAT – for Germany 

 

 

The average German enterprise recorded TETCC of 
EUR 11 415 a year, ranging from an average of 
EUR 10 361 for micro-sized enterprises to EUR 
58 280 for LSEs. German enterprises consistently 
recorded higher TETCC than their peers. 
Additionally the difference between the German 
TETCC and the average TETCC seems to grow with 
the size of the enterprise (see Figure 70).  

Both the VAT and CIT average tax compliance 
costs were consistently above the country average. 
However, the difference (with the exception of 
LSEs) was larger for VAT (see Figure 71 and Figure 
72). Next to VAT and CIT, the most burdensome 
taxes in Germany, based on counted responses, 
are wage related taxes and contribution which 
were mentioned as burdensome by 46 out of 208 
respondents, environmental related taxes 
mentioned by 12 respondents and property and 
real estate taxes mentioned by 9 survey 
respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 5 535) than others (EUR 11 941). The 
difference is higher in Germany than in the 
country average. 

At a sectoral level, the energy sector experiences 
much higher TETCC than enterprises from other 
economic activities, a trend which is not visible in 
other countries covered. These differences come 
from a higher burden for the treatment of CIT and 
VAT for the energy sector (see Table 47 below). 

The proportion of German enterprises finding CIT 
rather or very irritating is well below the rest of the 
EU, with respectively 29% of enterprises for CIT. 
In contrast, the VAT irritation cost is above the 
country average (49%). About 40% to 50% of 
German enterprises have a neutral perception of 
the “irritation costs” of these taxes, much higher 
than in the rest of the countries covered by this 
Study where perceptions are more entrenched. 
Most enterprises in German submit their tax filings 
electronically (90% for CIT and 95% for VAT), well 
above the country average. 

Table 47:  Average tax compliance costs rage TETCC by sector – All taxes, CIT, VAT – for Germany411 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 11 568 EUR 4 251 EUR 3 929 

D - Electricity, gas, steam and air conditioning supply EUR 26 378 EUR 14 392 EUR 6 160 

F - Construction EUR 12 458 EUR 5 967 EUR 5 567 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles 

EUR 9 709 EUR 3 183 EUR 3 528 

I - Accommodation and food service activities EUR 12 322 EUR 4 287 EUR 4 383 

M - Professional, scientific and technical activities EUR 11 976 EUR 3 638 EUR 2 985 

 

                                                   
411  See supra note 403. 
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Greece 

Figure 73: Average TETCC by size of enterprises 
– all taxes – for Greece 

 

Figure 74: Average tax compliance costs by size 
of enterprises – CIT – for Greece 

 

Figure 75: Average tax compliance costs by size 
of enterprises – VAT – for Greece 

 

 

The average Greek enterprise recorded TETCC of 
EUR 4 239 a year, ranging from an average of EUR 
4 086 for micro-sized enterprises to EUR 10 134 
for LSEs. Greek enterprises consistently recorded 
lower TETCC than their peers. Additionally the 
difference between the TETCC in Greece and the 
overall country average of TETCC seems to grow 
with the size of the enterprise (see Figure 73). The 
most important difference is visible for LSEs.  

The differences are mainly concentrated in the 
treatment of CIT which is significantly less 
burdensome for Greek LSEs. The costs to comply 
with the VAT differs less, though the same (scaled 
down) evolution is visible for VAT as for CIT and 
the average tax compliance cost (see Figure 74 
and Figure 75). Next to VAT and CIT, the most 
burdensome taxes in Greece, based on counted 
responses, are wage related taxes and contribution 
which were deemed to be burdensome by 91 out of 
182 respondents, property and real estate taxes 
mentioned by 24 respondents and local and 
regional taxes mentioned by 8 survey respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 1 550) than others (EUR 5 283), though 
the difference is larger in Greece than in the 
country average. 

At a sectoral level, the manufacturing sector 
experiences higher TETCC than enterprises from 
other economic activities, a trend which could also 
be observed in the other countries covered by this 
Study. This difference is less visible in the CIT and 
VAT tax compliance cost (see Table 48 below).  

The proportion of Greek enterprises finding CIT or 
VAT rather or very irritating is considerably higher 
than in other countries (especially for CIT), with 
68% of enterprises finding CIT and 55% finding 
VAT irritating. Only about one fourth of Greek 
enterprises have a neutral perception of the 
“irritation costs” of these taxes, much lower than in 
the rest of the EU where perceptions are more 
entrenched. Although most enterprises in Greece 
submit their tax filings electronically (76% for CIT 
and 76% for VAT), it is below the country average 
of e Study at hand. 

Table 48:  Average tax compliance costs by sector – All taxes, CIT, VAT – for Greece412 

Sector TETCC CIT VAT 

C - Manufacturing EUR 6 957 EUR 2 536 EUR 984 

D - Electricity, gas, steam and air conditioning supply EUR 442 EUR 156 EUR 130 

F - Construction EUR 3 196 EUR 1 180 EUR 603 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 4 539 EUR 1 934 EUR 895 

I - Accommodation and food service activities EUR 2 621 EUR 1 241 EUR 831 

M - Professional, scientific and technical activities EUR 3 410 EUR 1 015 EUR 570 
 

                                                   
412  See supra note 403. 
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Ireland 

Figure 76: Average TETCC by size of enterprises – 
all taxes – for Ireland 

 

Figure 77: Average tax compliance costs by size 
of enterprises – CIT – for Ireland 

 

Figure 78: Average tax compliance costs by size 
of enterprises – VAT – for Ireland 

 

 

The average Irish enterprise recorded TETCC of 
EUR 3 154 a year, ranging from an average of 
EUR 2 955 for micro -sized enterprises to EUR 
24 019 for LSEs. Irish enterprises recorded 
consistently lower TETCC than its peers (see 
Figure 76). 

Micro-sized enterprises had significantly lower CIT 
compliance costs than enterprises of a similar size 
in other countries. LSEs have a significantly higher 
VAT compliance cost (see Figure 77 and Figure 
78). Next to VAT and CIT, the most burdensome 
taxes in Ireland, based on counted responses, are 
wage related taxes and contributions (as in most 
countries covered by this Study). Wage related 
taxes were mentioned as burdensome by 95 out 
of 123 respondents whereas property and real 
estate taxes were mentioned by 6 survey 
respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 1 954) than others (EUR 3 642), the 
difference in Ireland is smaller than in the country 
average. 

At a sectoral level, the wholesale and retail 
sectors and the professional services sector do 
have an elevated TETCC (see Table 49 below). 
This trend is less visible for tax compliance costs 
of VAT and CIT. The TETCC for the energy sector 
is rather low. 

The proportion of Irish enterprises finding CIT or 
VAT rather or very irritating is lower than in the 
other countries, with respectively 33% of 
enterprises for CIT and 34% for VAT. About half 
of Irish enterprises have a neutral perception of 
the “irritation costs” of these taxes, much higher 
than in the other countries covered by this Study 
where perceptions are more entrenched. 

Only 63% of Irish enterprises submit their CIT tax 
filings electronically, well below the country 
average. For VAT 86% of Irish enterprises submit 
their tax filings electronically, this is close to the 
country average. 

Table 49: Average tax compliance costs by sector – All taxes, CIT, VAT – for Ireland413 

Sector   TETCC  CIT  VAT 

C - Manufacturing EUR 2 486 EUR 873 EUR 735 

D - Electricity, gas, steam and air conditioning supply EUR 1 600 EUR 550 EUR 
10 215 

F - Construction EUR 2 817 EUR 1 639 EUR 603 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles 

EUR 3 857 EUR 2 324 EUR 753 

I - Accommodation and food service activities EUR 2 369 EUR 1 195 EUR 659 

M - Professional, scientific and technical activities EUR 3 529 EUR 1 571 EUR 1 076 

                                                   
413  See supra note 403. 
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Italy 

Figure 79: Average TETCC by size of enterprises 
– all taxes – for Italy 

 

Figure 80: Average tax compliance costs by size 
of enterprises – CIT – for Italy 

 

Figure 81: Average tax compliance costs by size 
of enterprises – VAT – for Italy 

 
 

The average Italian enterprise records TETCC of EUR 
7 847 a year, ranging from an average of EUR 7 196 
for micro-sized enterprises to EUR 66 834 for LSEs. 
Italian enterprises recorded higher TETCC than their 
peers. Additionally the difference between the 
TETCC in Italy and the overall country average of 
TETCC seems to grow with the size of the enterprise 
(see Figure 79). 

 

In contrast, LSEs seem to have lower CIT 
compliance costs than the country  average. As a 
result the other burdensome taxes should have 
significantly higher than average compliance costs 
(see Figure 80 and Figure 81). Next to VAT and CIT, 
the most burdensome taxes in Italy unlike in most 
other countries covered by this Study are property 
and real estate taxes, local and regional taxes and 
environmental related taxes ranked in that order. 
Out of 154 survey respondents 84 deemed property 
and real estate taxes to be burdensome, 79 
declared local and regional taxes to be burdensome 
and 50 respondents declared environmental taxes 
to be burdensome. Wage related taxes were 
declared to be burdensome taxes by 40 respondents 
making Italy the country with the most diverse 
source of AB in terms of tax categories. In contrast, 
LSEs seem to have lower CIT compliance costs than 
the country average. As a result the other 
burdensome taxes should have significantly higher 
than average compliance costs (see Figure 80 and 
Figure 81). Next to VAT and CIT, the most 
burdensome taxes in Italy unlike in most other 
countries covered by this Study are property and 
real estate taxes, local and regional taxes and 
environmental related taxes ranked in that order. 
Out of 154 survey respondents 84 deemed property 
and real estate taxes to be burdensome, 
79 declared local and regional taxes to be 
burdensome and 50 respondents declared 
environmental taxes to be burdensome. Wage 
related taxes were declared to be burdensome taxes 
by 40 respondents making Italy the country with 
the most diverse source of AB in terms of tax 
categories.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower costs 
(EUR 2 615) than others (EUR 8 038), though the 
difference is lower in Italy than in the country 
average. 
At a sectoral level, the energy sector experience 
much higher TETCC than enterprises from other 
economic activities, a trend which in other countries 
covered by the Study was only observed in the 
manufacturing sector. These differences come from 
a higher burden for the treatment of CIT and VAT 
for both these sectors, though these enterprises 
also suffer more from the other tax compliance 
costs (Table 50 below).  

The proportion of Italian enterprises finding CIT or 
VAT rather or very irritating is considerably higher 
than in other countries (especially for CIT), with 
respectively 61% of enterprises for CIT and 56% for 
VAT. Only about one – fifth of Italian enterprises 
have a neutral perception of the “irritation costs” of 
these taxes, which is much lower than in the other 
countries covered by this Study where perceptions 
are more entrenched. Most enterprises in Italy 
submit their tax filings electronically (97% for CIT 
and 97% for VAT), well above the country average. 
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Table 50: Average tax compliance costs by sector – All taxes, CIT, VAT – for Italy414 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 10 384 EUR 6 046 EUR 2 335 

D - Electricity, gas, steam and air conditioning supply EUR 21 664 EUR 5 330 EUR 1 737 

F - Construction EUR 9 260 EUR 665 EUR 1 171 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles 

EUR 5 182 EUR 603 EUR 2 344 

I - Accommodation and food service activities EUR 7 157 EUR 2 578 EUR 1 082 

M - Professional, scientific and technical activities EUR 9 753 EUR 1 915 EUR 976 

 

                                                   
414  See supra note 403. 
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Luxembourg 

Figure 82: Average TETCC by size of enterprises 
– all taxes – for Luxembourg 

 

Figure 83: Average tax compliance costs by size 
of enterprises – CIT – for Luxembourg 

 

Figure 84: Average tax compliance costs by size 
of enterprises – VAT – for Luxembourg 

 

 

The average Luxembourgish enterprise recorded 
TETCC of EUR 3 671 a year, ranging from an 
average of EUR 3 340 for micro-sized enterprises 
to EUR 15 885 for LSEs. Luxembourgish 
enterprises record smaller TETCC than their peers. 
The difference is marked for all enterprise sizes but 
is especially significant LSEs, for which the country 
average is more than twice as high (see Figure 
82). 

Lower tax compliance costs of Luxembourgish 
enterprises are material for both CIT and VAT but 
there is a significant difference in the CIT tax 
compliance costs for LSEs where their tax 
compliance costs in Luxembourg was astonishingly 
low (see Figure 83 and Figure 84). Next to VAT and 
CIT, the most burdensome taxes in Luxembourg, 
based on counted responses, are wage related 
taxes and contribution (as in most other countries) 
which were mentioned as being burdensome by 41 
out of 125 survey respondents, property and real 
estate taxes mentioned by 29 respondents and 
wealth and inheritance taxes mentioned by 6 
respondents. This latter is quite unique for 
Luxembourg and most likely related to its position 
as financial hub.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 1 704) than others (EUR 4 651), 
though the difference is larger in Luxembourg than 
in the country average. 

At a sectoral level, the construction and the 
professional services sectors experience much 
higher TETCC than enterprises from other 
economic activities, a trend which is not 
perceptible in the other countries covered by the 
Study. These differences are not visible in the costs 
for treating CIT and VAT (see Table 51 below).  

The proportion of Luxembourgish enterprises 
finding CIT or VAT rather or very irritating is, 
however, much higher than in other countries, with 
respectively 52% of enterprises for CIT and 51% 
for VAT, a result somewhat surprising in regard to 
the hard figures results. There are, however, many 
enterprises in Luxembourg that do not use yet 
electronic submission for either CIT or VAT (68% 
and 69%), substantially below the country 
average.  

Table 51: Average tax compliance costs by sector – All taxes, CIT, VAT – for Luxembourg415 

Sector TETCC CIT VAT 
C - Manufacturing EUR 2 543 EUR 1 041 EUR 772 
D - Electricity, gas, steam and air conditioning supply EUR 3 365 EUR 475 EUR 365 
F - Construction EUR 5 114 EUR 958 EUR 600 
G - Wholesale and retail trade; repair of motor vehicles and 

motorcycles EUR 2 401 EUR 806 EUR 671 
I - Accommodation and food service activities EUR 2 230 EUR 635 EUR 803 
M - Professional, scientific and technical activities EUR 4 560 EUR 1 052 EUR 965 

 

                                                   
415  See supra note 403. 



Study on tax compliance costs for SMEs 

220 

 

Netherlands 

Figure 85: Average TETCC by size of enterprises 
– all taxes – for the Netherlands 

 

Figure 86: Average tax compliance costs by size 
of enterprises – CIT – for the 
Netherlands 

 

Figure 87: Average tax compliance costs by size 
of enterprises – VAT – for the 
Netherlands 

 

 
 
The average Dutch enterprise records TETCC of 
EUR 2 772 a year, ranging from an average of EUR 
2 684 for micro -sized enterprises to EUR 23 493 
for LSEs. Dutch SMEs record significantly smaller 
TETCC than their peers but LSEs face only a 
slightly lower burden (see Figure 85).  

The SMEs enjoy lower tax compliance cost both for 
CIT and VAT compared to the country average, 
with large differences for micro- and small-sized 
enterprises. VAT tax compliance costs are lower for 
all size of enterprises in the Netherlands, while the 
CIT treatment process created a higher burden for 
LSEs (see Figure 86 and Figure 87). Next to VAT 
and CIT, the most burdensome taxes in the 
Netherlands, based on counted responses, are 
wage related taxes and contributions which were 
mentioned by 72 out of 132 survey respondents as 
well as property and real estate taxes mentioned 
as burdensome by 16 respondents. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 1 543) than others (EUR 3 157), though 
the difference is lower in the Netherlands than in 
the country average. 

At a sectoral level, there is a marked difference in 
TETCC between the manufacturing, 
accommodation and electricity sectors which 
generally have higher TETCC, and the construction, 
wholesale and retail and professional services 
sector which generally face lower TETCC (see Table 
52 below).  

The proportion of Dutch enterprises finding CIT or 
VAT rather or very irritating is much lower than in 
the other countries covered by the Study, with 
29% and 30% of enterprises respectively finding 
CIT and  VAT irritating. Most enterprises in the 
Netherlands submit their tax filings electronically 
(73% for CIT and 76% for VAT), but this 
proportion is, however, smaller than in most other 
European countries covered by the Study. 
 

Table 52: Average tax compliance costs by sector – All taxes, CIT, VAT – for the Netherlands416 

Sector  TETCC  CIT  VAT 
C - Manufacturing EUR 4 315 EUR 1 609 EUR 1 179 
D - Electricity, gas, steam and air conditioning supply EUR 3 603 EUR 819 EUR 723 
F - Construction EUR 2 654 EUR 692 EUR 569 
G - Wholesale and retail trade; repair of motor vehicles and 

motorcycles EUR 2 500 EUR 1 789 EUR 822 
I - Accommodation and food service activities EUR 4 617 EUR 1 864 EUR 1 371 
M - Professional, scientific and technical activities EUR 2 413 EUR 686 EUR 771 

 

                                                   
416  See supra note 403. 
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Poland 

Figure 88: Average TETCC by size of enterprises 
– all taxes – for Poland 

 

Figure 89: Average tax compliance costs by size of 
enterprises – CIT – for Poland 

 

Figure 90: Average tax compliance costs by size 
of enterprises – VAT – for Poland 

 

 
 
The average Polish enterprise records TETCC of 
EUR 4 469 a year, ranging from an average of EUR 
4 240 for micro -sized enterprises to EUR 93 326 
for LSEs. Polish enterprises recorded smaller 
TETCC than their peers. Nonetheless, LSEs 
recorded a significantly higher TETCC than their 
counterparts (see Figure 88). 

The differences are mainly concentrated in the 
treatment of VAT which is significantly more 
burdensome for Polish enterprises compared to the 
country average. The costs to comply with the CIT 
differs less, micro-sized enterprises and LSEs 
declaring less tax compliance costs than in other 
surveyed countries (see Figure 89 and Figure 90). 
Next to VAT and CIT, the most burdensome taxes 
in Poland, based on counted responses, are wage 
related taxes and contribution (as in most other 
countries) mentioned as being burdensome by 60 
out of 132 survey respondents as well as property 
and real estate taxes mentioned by 41 
respondents. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 2 930) than others (EUR 4 727), 
though the difference is lower in Poland than in the 
country average. 

At a sectoral level, the electricity, gas, steam and 
air conditioning supply sectors experience 
significantly higher TETCC compared to other 
countries. These differences come about 85% from 
other taxes than VAT and CIT (see Table 53 
below).  

Polish enterprises find CIT similarly irritating than 
other EU enterprises but consider VAT much more 
irritating, with respectively 38% of enterprises for 
CIT and 57% for VAT. However, VAT taxes are 
mostly submitted electronically (89% of 
enterprises, slightly higher than the country 
average) while one-third of enterprises fill out their 
CIT taxes manually (vs. only a fifth in the country 
average). 

Table 53: Average tax compliance costs by sector All taxes, CIT, VAT – for Poland417 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 5 173 EUR 2 676 EUR 1 417 

D - Electricity, gas, steam and air conditioning supply EUR 15 698 EUR 1 195 EUR 903 

F - Construction EUR 2 488 EUR 1 454 EUR 996 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles 

EUR 4 850 EUR 3 571 EUR 2 271 

I - Accommodation and food service activities EUR 2 479 EUR 938 EUR 1 217 

M - Professional, scientific and technical activities EUR 5 601 EUR 508 EUR 1 448 
 

                                                   
417  See supra note 403. 
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Romania 

Figure 91: Average TETCC by size of enterprises 
– all taxes – for Romania 

 

Figure 92: Average tax compliance costs by size 
of enterprises – CIT – for Romania 

 

Figure 93: Average tax compliance costs by size 
of enterprises – VAT – for Romania 

 

 

The average Romanian enterprise records TETCC of 
EUR 3 211 a year, ranging from an average of EUR 
2 977 for micro-sized enterprises to EUR 12 764 
for LSEs. Romanian enterprises recorded smaller 
TETCC than their peers. The differences seem to 
grow with the size of the enterprise (see Figure 
91). 

Though the gap is larger for CIT, in Romania tax 
compliance costs are lower for both VAT and CIT 
compared to the country average. For LSEs the tax 
compliance costs for VAT were similar to the 
country average (see Figure 92 and Figure 93) 
bearing in mind that labour costs are significantly 
lower. Next to VAT and CIT, the most burdensome 
taxes in Romania, based on counted responses, are 
wage related taxes and contribution which were 
mentioned as being burdensome by 119 out of 
179 survey respondents as well as property and 
real estate taxes which were mentioned by 
19 respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 1 916) than others (EUR 4 295), a 
slightly larger difference than the country average. 

At a sectoral level, the average TETCC per sector is 
close to the country average. Only the energy 
sector deviates from this average and has a 
significantly lower TETCC compared to other 
countries (see Table 54 below).  

The proportion of Romanian enterprises finding CIT 
or VAT rather or very irritating is in line with other 
countries (but slightly higher for VAT), with 39% 
and 49% of enterprises respectively finding CIT 
and VAT irritating. The level of digitalisation for 
electronic submission of tax filings is, however, 
much lower than in other countries, with 42% and 
40% of enterprises respectively for CIT and VAT 
submit their tax electronically. 

Table 54: Average tax compliance costs by sector – All taxes, CIT, VAT – for Romania418 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 3 346 EUR 1 200 EUR 1 343 

D - Electricity, gas, steam and air conditioning supply EUR 1 597 EUR 2 006 EUR 596 

F - Construction EUR 2 599 EUR 523 EUR 596 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 3 350 EUR 677 EUR 376 

I - Accommodation and food service activities EUR 3 227 EUR 568 EUR 711 

M - Professional, scientific and technical activities EUR 3 004 EUR 1 124 EUR 1 481 

 

                                                   
418  See supra note 403. 
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Slovakia 

Figure 94: Average TETCC by size of enterprises 
– all taxes – for Slovakia 

 

Figure 95: Average tax compliance costs by size 
of enterprises – CIT – for Slovakia 

 

Figure 96: Average tax compliance costs by size 
of enterprises – VAT – for Slovakia 

 

 

The average Slovakian enterprise recorded TETCC 
of EUR 5 083 a year, ranging from an average of 
EUR 4 980 for micro-sized enterprises to EUR 
37 605 for LSEs. Slovakian enterprises recorded 
slightly lower TETCC than their peers. It is, 
however, mostly LSEs which overall are facing 
lower TETCC (see Figure 94). 

As far as SMEs are concerned, CIT compliance 
costs are higher in Slovakia than in the other 
countries covered by the Study. For VAT, for 
micro- and medium-sized enterprises, this is also 
true. Only LSEs are facing lower compliance costs 
than its surveyed peers (see Figure 95 and Figure 
96). Next to VAT and CIT, the most burdensome 
taxes in Slovakia, based on counted responses, are 
wage related taxes and contribution (as in most 
other countries) mentioned as being burdensome 
by 53 out of 170 survey respondents, vehicle 
related taxes mentioned by 38 respondents and 
property and real estate taxes mentioned by 23 
respondents.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 3 474) than others (EUR 5 786), 
though the difference is lower in Slovakia than in 
the country average. 

At a sectoral level, the professional services sector 
and especially the electricity, gas, steam and air 
conditioning supply sector experience much higher 
TETCC than enterprises from other economic 
activities. These differences come from a higher 
burden for the treatment of VAT for the electricity 
(see Table 55 below) as well as other undisclosed 
taxes. 

The proportion of Slovakian enterprises finding CIT 
or VAT rather or very irritating is also significantly 
higher than average, with 60% and 59% of 
enterprises finding CIT and VAT irritating. Most 
enterprises in Slovakia submit their tax filings 
electronically (75% for CIT and 82% for VAT), but 
fall slightly short compared to their peers. 

Table 55: Average tax compliance costs by sector – All taxes, CIT, VAT – for Slovakia419 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 3 765 EUR 1 868 EUR 2 118 

D - Electricity, gas, steam and air conditioning supply EUR 19 255 EUR 3 146 EUR 8 201 

F - Construction EUR 2 872 EUR 1 675 EUR 1 392 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 6 368 EUR 2 469 EUR 2 444 

I - Accommodation and food service activities EUR 2 740 EUR 1 165 EUR 1 332 

M - Professional, scientific and technical activities EUR 7 556 EUR 2 835 EUR 2 642 

 

                                                   
419  See supra note 403. 
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Slovenia 

Figure 97: Average TETCC by size of enterprises 
– all taxes – for Slovenia 

 

Figure 98: Average tax compliance costs by size 
of enterprises – CIT – for Slovenia 

 

Figure 99: Average tax compliance costs by size 
of enterprises – VAT – for Slovenia 

 

 

The average Slovenian enterprise recorded TETCC 
of EUR 2 020 a year, ranging from an average of 
EUR 1 955 for micro-sized enterprises to EUR 
7 313 for LSEs. Slovenian enterprises record much 
smaller TETCC than their peers. These findings 
apply for all sizes of enterprises but the gap gets 
larger with the size (see Figure 97). 

The differences to other countries are material in 
both CIT and VAT, and for all sizes, but the gap is 
larger for CIT, especially for medium-sized 
enterprises and LSEs (see Figure 98 and Figure 
99). Next to VAT and CIT, the most burdensome 
taxes in Slovenia, based on counted responses, are 
wage related taxes and contribution (as in most 
countries), and – to a much smaller extend – 
property and real estate taxes.  

Enterprises which opted for a full internalisation of 
their tax compliance processes observed higher 
costs (EUR 2 275) than others (EUR 1 947). 
Slovenia is the only country in the sample that 
shows this trend.  

At a sectoral level, excluding the energy sector, 
there are no sectors that have significant higher 
TETCC than others. The energy sector does have 
higher tax compliance costs, driven – in part – by 
the CIT tax compliance costs (see Table 56 below). 
The manufacturing sector has a significantly lower 
TETCC. 

The proportion of Slovenian enterprises finding CIT 
or VAT rather or very irritating is, however, slightly 
higher than in other countries, with respectively 
45% of enterprises for CIT and 46% for VAT. 
Slovenia is top of the European class when it 
comes to electronic submission as 98% of 
enterprises fill their taxes electronically (both CIT 
and VAT), which is well above the country average 

Table 56: Average tax compliance costs by sector - All taxes, CIT, VAT – for Slovenia420 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 706 EUR 603 EUR 416 

D - Electricity, gas, steam and air conditioning supply EUR 3 228 EUR 1 344 EUR 538 

F - Construction EUR 1 836 EUR 839 EUR 503 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 2 545 EUR 722 EUR 397 

I - Accommodation and food service activities EUR 2 616 EUR 652 EUR 882 

M - Professional, scientific and technical activities EUR 1 749 EUR 931 EUR 741 

 

                                                   
420  See supra note 403. 
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Spain 

Figure 100: Average TETCC by size of enterprises 
– all taxes – for Spain 

 

Figure 101: Average tax compliance costs by size 
of enterprises – CIT – for Spain 

 

Figure 102: Average tax compliance costs by size 
of enterprises – VAT – for Spain 

 

 

The average Spanish enterprise records TETCC of 
EUR 6 070 a year, ranging from an average of EUR 
5 949 for micro-sized enterprises to EUR 21 896 
for LSEs. Spanish enterprises record smaller TETCC 
than their peers. This lower burden is especially 
large for LSEs. In general, the smaller the 
enterprise the closer its TETCC are with the rest of 
the surveyed countries (see Figure 100).  

The lower TETCC supported by Spanish enterprises 
results from a lower CIT and VAT process costs for 
all enterprise sizes (see Figure 101 and Figure 
102). Next to VAT and CIT, the most burdensome 
taxes in Spain, based on counted responses, are 
wage related taxes and contributions which were 
mentioned as burdensome by 69 out of 134 survey 
respondents, property and real estate taxes 
mentioned by 36 respondents as well as 
environmental-related taxes mentioned by 
12 respondents. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed slightly 
lower costs (EUR 5 519) than others (EUR 6 194). 
It is an important discrepancy with enterprises in 
other countries where the gap is much larger.  

At a sectoral level, the manufacturing sector 
experience significantly much higher TETCC than 
enterprises from other economic activities. This 
gap comes – in part – from a higher tax 
compliance cost for the treatment of CIT (see Table 
57 below). The proportion of Spanish enterprises 
finding CIT or VAT rather or very irritating is 
significantly higher than in other countries, with 
respectively 57% of enterprises for CIT and 55% 
for VAT. Most enterprises in Spain submit their tax 
filings electronically (91% for both taxes), well 
above the country average. 

Table 57: Average tax compliance costs by sector – All taxes, CIT, VAT – for Spain421 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 9 856 EUR 3 859 EUR 1 688 

D - Electricity, gas, steam and air conditioning supply EUR 3 249 EUR 744 EUR 1 179 

F - Construction EUR 5 949 EUR 1 866 EUR 2 100 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 5 427 EUR 2 002 EUR 1 954 

I - Accommodation and food service activities EUR 5 328 EUR 2 672 EUR 1 027 

M - Professional, scientific and technical activities EUR 6 684 EUR 1 367 EUR 1 219 

 

                                                   
421  See supra note 403. 
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Sweden 

Figure 103: Average TETCC by size of enterprises 
– all taxes – for Sweden 

 

Figure 104: Average tax compliance costs by size 
of enterprises – CIT – for Sweden 

 

Figure 105: Average tax compliance costs by size 
of enterprises – VAT – for Sweden 

 

 

The average Swedish enterprise recorded TETCC of 
EUR 8 391 a year, ranging from an average of EUR 
8 316 for micro-sized enterprises to EUR 24 387 
for LSEs. Swedish enterprises recorded higher 
TETCC than the enterprises in the rest of the 
countries surveyed in this Study. This is, however, 
not the case for micro-sized enterprises which face 
significantly higher TETCC overall (see Figure 103). 

Swedish enterprises are broadly on par with peers 
for CIT and VAT, though they enjoy slightly better 
tax compliance costs for CIT. The picture is more 
mixed for VAT where LSEs face higher tax 
compliance costs than similar enterprises in other 
surveyed countries (see Figure 104 and Figure 
105). Next to VAT and CIT, the most burdensome 
taxes in Sweden, based on counted responses, are 
wage related taxes and contribution mentioned as 
being burdensome by 75 out of 125 survey 
respondents, as well as excise and custom duties 
which were mentioned by 13 respondents. This 
was an expected finding for the latter as Sweden 
tends to rely more on excises for its fiscal revenues 
than other countries. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 3 571) than others (EUR 9 004), 
though the difference is larger in Sweden than in 
the country average. 

At a sectoral level, the electricity, gas, steam and 
air conditioning supply sector experiences 
significantly higher TETCC than enterprises from 
other economic activities. Overall there seems to 
be a larger than (EU) average difference between 
sectors (see Table 58 below).  

The proportion of Swedish enterprises finding CIT 
or VAT rather or very irritating is much lower than 
in other countries, with 24% and 30% of 
enterprises respectively finding CIT and  VAT 
irritating. Most enterprises in Sweden submit their 
tax filings electronically (82% for CIT and 84% for 
VAT) which is broadly in line with the country 
average. 

Table 58: Average tax compliance costs by sector – All taxes, CIT, VAT – for Sweden422 

Sector  TETCC  CIT  VAT 

C - Manufacturing EUR 10 482 EUR 2 817 EUR 1 996 

D - Electricity, gas, steam and air conditioning supply EUR 14 837 EUR 2 231 EUR 300 

F - Construction EUR 7 550 EUR 2 296 EUR 881 

G - Wholesale and retail trade; repair of motor vehicles and 
motorcycles EUR 8 769 EUR 2 875 EUR 1 798 

I - Accommodation and food service activities EUR 12 077 EUR 3 628 EUR 3 162 

M - Professional, scientific and technical activities EUR 7 150 EUR 1 259 EUR 1 106 
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United Kingdom 

Figure 106: Average TETCC by size of enterprises 
– all taxes – for the United Kingdom 

 

Figure 107: Average tax compliance costs by size 
of enterprises – CIT – for the United 
Kingdom 

 

Figure 108: Average tax compliance costs by size 
of enterprises – VAT – for the United 
Kingdom 

 

 

The average British enterprise recorded TETCC of 
EUR 5 232 a year, ranging from an average of EUR 
4 711 for micro-sized enterprises to EUR 20 444 
for LSEs. British enterprises record smaller TETCC 
than their peers, except for LSEs which face 
significantly lower costs than the average LSEs 
(see Figure 106).  

The edge enjoyed by British enterprises come from 
lower costs to comply with VAT, the difference 
being especially significant for LSEs. On the other 
hand, complying with CIT costs more in the UK, 
especially for LSEs (see Figure 107 and Figure 
108). Next to VAT and CIT, the most burdensome 
taxes in the UK, based on counted responses, are 
wage related taxes and contributions which were 
mentioned as being burdensome by 90 out of 
135 survey respondents, property and real estate 
taxes mentioned by 12 respondents as well as 
business contributions mentioned by 
13 respondents. 

Enterprises which opted for a full internalisation of 
their tax compliance processes observed lower 
costs (EUR 3 510) than others (EUR 6 510), 
although the difference is lower in the UK than in 
the country average. 

At a sectoral level, the electricity sector 
experiences much lower TETCC than enterprises 
from other economic activities. These differences 
come from a lower burden for the treatment of CIT 
and VAT (see Table 59 below). The manufacturing 
sector has a high TETCC. 

The proportion of British enterprises finding CIT or 
VAT rather or very irritating is lower than in the 
other countries covered by the Study, with 25% 
and 30% of enterprises respectively declaring them 
to be irritating. As far as electronic submission is 
concerned, the UK faces a discrepancy between 
VAT, for which 97% of enterprises use electronic 
submission, which is much higher than the country 
average, and CIT, for which only 71% of 
enterprises submit taxes electronically, which is 
much lower than the country average. 

Table 59: Average tax compliance costs by sector – All taxes, CIT, VAT – for the United Kingdom423 
Sector   TETCC  CIT  VAT 

C - Manufacturing EUR 7 501 EUR 4 047 EUR 1 942 
D - Electricity, gas, steam and air conditioning supply EUR 1 455 EUR 1 119 EUR 260 
F - Construction EUR 4 944 EUR 3 373 EUR 2 023 
G - Wholesale and retail trade; repair of motor vehicles and 

motorcycles EUR 5 277 EUR 4 197 EUR 1 595 
I - Accommodation and food service activities EUR 5 490 EUR 2 963 EUR 2 361 
M - Professional, scientific and technical activities EUR 4 758 EUR 2 717 EUR 1 418 

                                                   
423  See supra note 403. 
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Tax compliance costs 

Figure 109: Country ranking of the absolute (SCM) and relative (R1 ratio) 

 
Note: Spain and Czechia hold the respective position both in absolute and relative terms. Therefore, only 
the relative positions are depicted for these two countries.  
Source: KPMG (2018). 
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Figure 110: Average tax compliance cost for CIT – Micro-sized enterprises 

 
Source:  KPMG (2018) 

Figure 111:  Average tax compliance cost for CIT – Small-sized enterprises 

 

Source: KPMG (2018). 
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Figure 112: Average tax compliance cost for CIT – Medium-sized enterprises 

 
Source:  KPMG (2018). 

Figure 113: Average tax compliance cost for CIT – Large enterprises 

 
Source: KPMG (2018). 
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Figure 114: Average tax compliance cost for VAT – Micro-sized enterprises 

 

Source:  KPMG (2018). 

Figure 115:  Average tax compliance cost for VAT – Small-sized enterprises 

 

Source: KPMG (2018). 
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Figure 116: Average tax compliance cost for VAT – Medium-sized enterprises 

 
Source:  KPMG (2018). 

Figure 117:  Average tax compliance cost for VAT – Large enterprises 

 
Source: KPMG (2018). 
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Figure 118: Average compliance cost for all taxes – Micro-sized enterprises 

 
Source:  KPMG (2018). 

Figure 119: Average compliance cost for all taxes – Small-sized enterprises 

 
Source: KPMG (2018). 
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Figure 120: Average compliance costs for all taxes – Medium-sized enterprises 

 
Source:  KPMG (2018). 

Figure 121:  Average compliance costs for all taxes – Large enterprises 

 
Source: KPMG (2018). 
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Additional country level figures SCM 

Figure 122: Reasons for irritation CIT 

 
Source: KPMG (2018). 
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Figure 123: Reasons for irritation VAT 

 
Source: KPMG (2018). 

 

Figure 124: Frequency of mentioning the most burdensome tax per country other 
than CIT and VAT 

 
Source: KPMG (2018). 



Study on tax compliance costs for SMEs 

237 

 

Figure 125: Estimated frequency of tax audits in the last three years per country 

 

Source: KPMG (2018). 

These figures give the average frequency of tax audit as indicated by the respondent. 
E.g. on average Austrian enterprises have been audited 1.3 times for CIT in the last 
three years. 
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Data tables per tax by step and by country 

Remark: In order to avoid biasing the average TETCC for the four IO related activities 
responses for which only the activity “other” was filled out in question 9 where ignored 
for this calculation. Therefore the TETCC and the sum of the different activities TETCC 
does not always equal each other. 

Table 60: Average tax compliance costs for standalone enterprises per tax by country 

Country TOTAL CIT VAT 

Austria EUR 9 532 EUR 3 388 EUR 2 647 

Belgium EUR 8 184 EUR 3 500 EUR 2 363 

Czechia  EUR 4 511 EUR 2 113 EUR 1 489 

Estonia EUR 1 297 EUR 256 EUR 615 

Finland EUR 5 018 EUR 1 674 EUR 1 306 

France EUR 8 137 EUR 3 590 EUR 1 371 

FYROM EUR 2 307 EUR 1 272 EUR 635 

Germany EUR 11 415 EUR 3 854 EUR 3 580 

Greece EUR 4 239 EUR 1 689 EUR 815 

Ireland EUR 3 154 EUR 1 651 EUR 788 

Italy EUR 7 847 EUR 2 015 EUR 1 714 

Luxembourg EUR 3 671 EUR 919 EUR 805 

Netherlands EUR 2 772 EUR 1 136 EUR 817 

Poland EUR 4 469 EUR 2 548 EUR 1 654 

Romania EUR 3 211 EUR 803 EUR 720 

Slovakia EUR 5 083 EUR 2 181 EUR 2 102 

Slovenia EUR 2 020 EUR 786 EUR 585 

Spain EUR 6 070 EUR 2 149 EUR 1 675 

Sweden EUR 8 391 EUR 2 220 EUR 1 474 

United Kingdom EUR 5 232 EUR 3 186 EUR 1 610 

country average EUR 6 971 EUR 2 608 EUR 1 792 

Source: KPMG (2018). 
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Table 61: Average tax compliance costs for non-standalone enterprises per tax by 
country 

Country  TOTAL CIT VAT 

Austria EUR 11 204 EUR 2 460 EUR 2 455 
Belgium EUR 8 233 EUR 3 316 EUR 2 162 
Czechia  EUR 1 642 EUR 1 460 EUR 705 
Estonia EUR 7 966 EUR 664 EUR 4 049 
Finland EUR 7 494 EUR 2 945 EUR 1 193 
France EUR 16 356 EUR 6 978 EUR 1 798 
FYROM EUR 7 752 EUR 4 309 EUR 1 278 
Germany EUR 13 486 EUR 4 628 EUR 2 573 
Greece EUR 16 048 EUR 3 801 EUR 1 427 
Ireland EUR 1 656 EUR 648 EUR 947 
Italy EUR 8 560 EUR 1 144 EUR 455 
Luxembourg EUR 15 544 EUR 1 655 EUR 1 043 
Netherlands EUR 3 860 EUR 1 472 EUR 702 
Poland EUR 11 153 EUR 1 754 EUR 828 
Romania EUR 2 870 EUR 795 EUR 1 223 
Slovakia EUR 2 557 EUR 1 258 EUR 690 
Slovenia EUR 1 000 EUR 730 EUR 349 
Spain EUR 3 295 EUR 488 EUR 492 
Sweden EUR 11 658 EUR 1 561 EUR 1 354 
United Kingdom EUR 9 984 EUR 4 208 EUR 1 468 
country average EUR 9 984 EUR 3 091 EUR 1 412 

Source: KPMG (2018). 
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Table 62: Share of tax compliance costs – CIT, micro-sized enterprises: Per 
country and IO 

Micro-sized enterprises 
Data 

collection Preparation Review Submission 

Austria 36% 40% 11% 13% 
Belgium 34% 36% 19% 12% 
Czechia 42% 30% 18% 9% 
Estonia 26% 25% 25% 24% 
Finland 80% 10% 9% 2% 
France 31% 32% 22% 15% 
FYROM 52% 25% 13% 9% 
Germany 29% 46% 13% 12% 
Greece 33% 20% 34% 13% 
Ireland 54% 15% 23% 8% 
Italy 71% 12% 7% 10% 
Luxembourg 47% 9% 41% 3% 
Netherlands 22% 30% 24% 24% 
Poland 85% 7% 6% 3% 
Romania 44% 9% 46% 1% 
Slovakia 29% 24% 42% 5% 
Slovenia 35% 34% 22% 10% 
Spain 54% 20% 20% 5% 
Sweden 53% 15% 21% 11% 
United Kingdom 40% 43% 9% 8% 

Source: KPMG (2018). 
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Table 63: Tax compliance costs – CIT, small-sized enterprises: Per country and IO 

Small enterprises Data 
collection Preparation Review Submission 

Austria 49% 29% 8% 14% 

Belgium 59% 17% 7% 17% 

Czechia 42% 30% 18% 9% 

Estonia 34% 16% 19% 31% 

Finland 43% 27% 21% 9% 

France 31% 32% 22% 15% 

FYROM 53% 31% 11% 4% 

Germany 21% 32% 24% 23% 

Greece 31% 24% 24% 21% 

Ireland 54% 15% 23% 8% 

Italy 44% 24% 13% 20% 

Luxembourg 11% 47% 41% 1% 

Netherlands 22% 30% 24% 24% 

Poland 85% 7% 6% 3% 

Romania 45% 29% 22% 4% 

Slovakia 28% 36% 22% 14% 

Slovenia 35% 34% 22% 10% 

Spain 33% 26% 31% 10% 

Sweden 43% 18% 32% 6% 

United Kingdom 69% 15% 7% 9% 

Source: KPMG (2018). 
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Table 64: Tax compliance costs – CIT, medium-sized enterprises: Per country and 
IO 

Medium-sized enterprises 
Data 

collection Preparation Review Submission 

Austria 53% 28% 9% 10% 
Belgium 59% 17% 7% 17% 
Czechia 60% 26% 11% 3% 
Estonia 25% 24% 27% 24% 
Finland 43% 27% 21% 9% 
France 80% 9% 8% 3% 
FYROM 53% 31% 11% 4% 
Germany 27% 32% 23% 18% 
Greece 31% 24% 24% 21% 
Ireland 32% 10% 55% 3% 
Italy 26% 55% 9% 9% 
Luxembourg 11% 47% 41% 1% 
Netherlands 18% 36% 29% 16% 
Poland 65% 23% 11% 1% 
Romania 73% 10% 9% 8% 
Slovakia 28% 36% 22% 14% 
Slovenia 40% 26% 21% 14% 
Spain 77% 12% 6% 5% 
Sweden 43% 18% 32% 6% 
United Kingdom 41% 41% 13% 5% 

Source: KPMG (2018). 
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Table 65: Tax compliance costs – CIT, LSEs: Per country and IO 

LSEs 
Data 

collection Preparation Review Submission 

Austria 53% 28% 9% 10% 
Belgium 14% 24% 52% 9% 
Czechia 82% 11% 5% 2% 
Estonia 25% 24% 27% 24% 
Finland 57% 24% 14% 4% 
France 26% 26% 26% 21% 
FYROM 99% 0% 0% 0% 
Germany 27% 32% 23% 18% 
Greece 47% 22% 18% 13% 
Ireland 40% 36% 19% 5% 
Italy 26% 55% 9% 9% 
Luxembourg 28% 25% 40% 7% 
Netherlands 27% 16% 23% 34% 
Poland 66% 20% 9% 4% 
Romania 73% 10% 9% 8% 
Slovakia 34% 35% 19% 12% 
Slovenia 20% 34% 32% 14% 
Spain 77% 12% 6% 5% 
Sweden 30% 44% 17% 9% 
United Kingdom 41% 41% 13% 5% 

Source: KPMG (2018). 
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Table 66: Tax compliance costs – VAT, micro-sized enterprises: Per country and 
IO 

Micro-sized enterprises 
Data 

collection Preparation Review Submission 

Austria 74% 16% 5% 5% 
Belgium 39% 28% 17% 15% 
Czechia 45% 36% 12% 8% 
Estonia 32% 23% 23% 22% 
Finland 88% 5% 4% 3% 
France 26% 48% 16% 10% 
FYROM 41% 33% 16% 10% 
Germany 63% 25% 4% 7% 
Greece 41% 28% 22% 9% 
Ireland 34% 32% 30% 4% 
Italy 60% 10% 3% 27% 
Luxembourg 72% 12% 13% 4% 
Netherlands 11% 84% 3% 2% 
Poland 58% 17% 20% 5% 
Romania 70% 14% 14% 2% 
Slovakia 46% 26% 21% 7% 
Slovenia 53% 24% 15% 9% 
Spain 43% 22% 24% 11% 
Sweden 42% 19% 21% 17% 
United Kingdom 66% 19% 7% 8% 

Source: KPMG (2018). 
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Table 67: Tax compliance costs – VAT, small-sized enterprises: Per country and IO 

Small enterprises 
Data 

collection Preparation Review Submission 

Austria 79% 12% 5% 5% 
Belgium 55% 27% 11% 7% 
Czechia 45% 36% 12% 8% 
Estonia 38% 24% 16% 22% 
Finland 48% 23% 23% 6% 
France 26% 48% 16% 10% 
FYROM 46% 33% 16% 5% 
Germany 45% 29% 14% 12% 
Greece 28% 24% 26% 23% 
Ireland 34% 32% 30% 4% 
Italy 49% 25% 13% 13% 
Luxembourg 28% 48% 18% 7% 
Netherlands 11% 84% 3% 2% 
Poland 58% 17% 20% 5% 
Romania 63% 14% 10% 12% 
Slovakia 31% 35% 22% 12% 
Slovenia 53% 24% 15% 9% 
Spain 37% 31% 20% 13% 
Sweden 66% 7% 22% 5% 
United Kingdom 58% 19% 12% 11% 

Source: KPMG (2018). 
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Table 68: Tax compliance costs – VAT, medium-sized enterprises: Per country and 
IO 

Medium-sized enterprises 
Data 

collection Preparation Review Submission 

Austria 99% 1% 0% 0% 
Belgium 55% 27% 11% 7% 
Czechia 65% 22% 10% 3% 
Estonia 52% 16% 16% 16% 
Finland 48% 23% 23% 6% 
France 73% 14% 9% 3% 
FYROM 46% 33% 16% 5% 
Germany 38% 38% 11% 13% 
Greece 28% 24% 26% 23% 
Ireland 35% 30% 27% 8% 
Italy 61% 15% 7% 17% 
Luxembourg 28% 48% 18% 7% 
Netherlands 24% 41% 30% 5% 
Poland 52% 30% 17% 1% 
Romania 73% 10% 11% 5% 
Slovakia 31% 35% 22% 12% 
Slovenia 34% 31% 20% 15% 
Spain 77% 15% 5% 3% 
Sweden 66% 7% 22% 5% 
United Kingdom 74% 18% 5% 3% 

Source: KPMG (2018). 
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Table 69:  Tax compliance costs – VAT, LSEs: Per country and IO 

and IOLSEs 
Data 

collection Preparation Review Submission 

Austria 99% 1% 0% 0% 
Belgium 45% 22% 29% 5% 
Czechia 62% 21% 13% 4% 
Estonia 52% 16% 16% 16% 
Finland 60% 17% 16% 6% 
France 20% 14% 32% 34% 
FYROM 45% 26% 25% 4% 
Germany 38% 38% 11% 13% 
Greece 49% 18% 23% 10% 
Ireland 51% 15% 29% 5% 
Italy 61% 15% 7% 17% 
Luxembourg 25% 23% 32% 20% 
Netherlands 46% 22% 17% 14% 
Poland 48% 29% 15% 8% 
Romania 73% 10% 11% 5% 
Slovakia 31% 32% 25% 13% 
Slovenia 1% 0% 98% 0% 
Spain 77% 15% 5% 3% 
Sweden 51% 20% 21% 8% 
United Kingdom 74% 18% 5% 3% 

Source: KPMG (2018). 

 

Data tables of weighted average time spent for CIT, VAT and TETCC per 
enterprise size and per country 

This table is purely indicative and should be used as support when comparing the 
TETCC in different countries. The trend in the time spent for complying with a specific 
tax might differ from the TETCC of that same tax for the following reasons. 

• The time spent comprises only the enterprises that manage their compliance 
burden completely in-house. The sample size is therefore reduced to 
800 responses for CIT compliance, 1 206 responses for VAT compliance and 
685 responses for total tax compliance. 

• The time spent might give a biased view as it does not take the cost of 
externalisation into account. As such countries where the cost of externalisation is 
relatively (compared to the labour cost) higher might be inclined to manage their 
tax compliance internally (even though, time-wise, it would be inefficient). 

• The time spent might give a biased view as it does not take into account the labour 
cost within the country.  
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Table 70:  Data tables of estimated average tax compliance costs per year for CIT, 
VAT and TETCC per enterprise size and country 

TETCC – Austria 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 3 176   EUR 3 000   EUR 2 427  
Small-sized enterprises  EUR 5 266   EUR 3 840   EUR 6 143  
Medium-sized enterprises  EUR 5 835   EUR 4 533   EUR 5 378  
LSEs  EUR 23 799   EUR 4 920   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 595   EUR 1 607   EUR 1 681  
Small-sized enterprises  EUR 3 643   EUR 2 300   EUR 4 196  
Medium-sized enterprises  EUR 1 404   EUR 1 476   EUR 3 503  
LSEs  EUR 7 020   EUR 2 070   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 8 562   EUR 7 225   EUR 6 528  
Small-sized enterprises  EUR 24 927   EUR 21 800   EUR 17 098  
Medium-sized enterprises  EUR 22 732   EUR 15 230   EUR 21 759  
LSEs  EUR 100 019   EUR 40 208   EUR 43 962  

 

TETTC –Belgium 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 3 463   EUR 2 889   EUR 2 427  
Small-sized enterprises  EUR 4 747   EUR 2 200   EUR 6 143  
Medium-sized enterprises  EUR 6 221   EUR 4 289   EUR 5 378  
LSEs  EUR 13 252   EUR 4 515   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 325   EUR 1 814   EUR 1 681  
Small-sized enterprises  EUR 3 988   EUR 3 091   EUR 4 196  
Medium-sized enterprises  EUR 2 518   EUR 2 109   EUR 3 503  
LSEs  EUR 3 849   EUR 1 095   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 7 854   EUR 5 987   EUR 6 528  
Small-sized enterprises  EUR 20 221   EUR 10 958   EUR 17 098  
Medium-sized enterprises  EUR 14 143   EUR 11 417   EUR 21 759  
LSEs  EUR 45 882   EUR 8 232   EUR 43 962  
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TETCC – Czechia  

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 2 043   EUR 1 159   EUR 2 427  
Small-sized enterprises  EUR 5 010   EUR 2 404   EUR 6 143  
Medium-sized enterprises  EUR 3 653   EUR 2 542   EUR 5 378  
LSEs  EUR 5 374   EUR 5 181   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 393   EUR 1 195   EUR 1 681  
Small-sized enterprises  EUR 4 746   EUR 2 575   EUR 4 196  
Medium-sized enterprises  EUR 3 625   EUR 1 137   EUR 3 503  
LSEs  EUR 4 863   EUR 1 517   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized  EUR 4 252   EUR 3 464   EUR 6 528  
Small-sized  EUR 12 390   EUR 10 195   EUR 17 098  
Medium-sized  EUR 15 736   EUR 9 554   EUR 21 759  
LSEs  EUR 20 845   EUR 14 528   EUR 43 962  

 

TETCC – Estonia 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 232   EUR 104   EUR 2 427  
Small-sized enterprises  EUR 545   EUR 235   EUR 6 143  
Medium-sized enterprises  EUR 635   EUR 209   EUR 5 378  
LSEs  EUR 584   EUR 470   EUR 12 285  

VAT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 619   EUR 139   EUR 1 681  
Small-sized enterprises  EUR 356   EUR 212   EUR 4 196  
Medium-sized enterprises  EUR 1 109   EUR 324   EUR 3 503  
LSEs  EUR 1 509   EUR 278   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 287   EUR 570   EUR 6 528  
Small-sized enterprises  EUR 1 175   EUR 696   EUR 17 098  
Medium-sized enterprises  EUR 2 784   EUR 2 045   EUR 21 759  
LSEs  EUR 2 639   EUR 1 541   EUR 43 962  
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TETCC – Finland 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises   EUR 1 652   EUR 864   EUR 2 427  
Small-sized enterprises   EUR 2 426   EUR 736   EUR 6 143  
Medium-sized enterprises   EUR 1 337   EUR 440   EUR 5 378  
LSEs  EUR 2 273   EUR 825   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises   EUR 1 280   EUR 754   EUR 1 681  
Small-sized enterprises  EUR 2 204   EUR 714   EUR 4 196  
Medium-sized enterprises  EUR 667   EUR 166   EUR 3 503  
LSEs  EUR 3 136   EUR 1 092   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 4 853   EUR 2 850   EUR 6 528  
Small-sized enterprises  EUR 9 816   EUR 4 510   EUR 17 098  
Medium-sized enterprises  EUR 7 333   EUR 2 200   EUR 21 759  
LSEs  EUR 12 363   EUR 5 830   EUR 43 962  

 

TETCC – France 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 3 568   EUR 976   EUR 2 427  
Small-sized enterprises  EUR 4 225   EUR 2 258   EUR 6 143  
Medium-sized enterprises  EUR 2 760   EUR 793   EUR 5 378  
LSEs  EUR 8 179   EUR 2 275   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 299   EUR 732   EUR 1 681  
Small-sized enterprises  EUR 3 276   EUR 780   EUR 4 196  
Medium-sized enterprises  EUR 2 190   EUR 814   EUR 3 503  
LSEs  EUR 3 300   EUR 2 080   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 7 998   EUR 5 520   EUR 6 528  
Small-sized enterprises  EUR 13 446   EUR 10 398   EUR 17 098  
Medium-sized enterprises  EUR 8 578   EUR 2 990   EUR 21 759  
LSEs  EUR 24 274   EUR 9 984   EUR 43 962  

 



Study on tax compliance costs for SMEs 

251 

 

TETCC – FYROM 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 1 265   EUR 424   EUR 2 427  
Small-sized enterprises  EUR 1 498   EUR 835   EUR 6 143  
Medium-sized enterprises  EUR 661   EUR 386   EUR 5 378  
LSEs  EUR 773   EUR 390   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 599   EUR 330   EUR 1 681  
Small-sized enterprises  EUR 1 256   EUR 709   EUR 4 196  
Medium-sized enterprises  EUR 1 183  EUR 459   EUR 3 503  
LSEs  EUR 1 010   EUR 564   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 237   EUR 989   EUR 6 528  
Small-sized enterprises  EUR 3 825   EUR 2 537   EUR 17 098  
Medium-sized enterprises  EUR 1 897   EUR 1 653   EUR 21 759  
LSEs  EUR 2 890   EUR 2 890   EUR 43 962  

 

TETCC – Germany 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 3 432   EUR 2 942   EUR 2 427  
Small-sized enterprises  EUR 7 427   EUR 5 655   EUR 6 143  
Medium-sized enterprises  EUR 5 782   EUR 5 281   EUR 5 378  
LSEs  EUR 19 755   EUR 10 463   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 3 250   EUR 2 658   EUR 1 681  
Small-sized enterprises  EUR 6 522   EUR 4 816   EUR 4 196  
Medium-sized enterprises  EUR 6 367   EUR 5 724   EUR 3 503  
LSEs  EUR 9 906   EUR 6 590   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 10 361   EUR 8 000   EUR 6 528  
Small-sized enterprises  EUR 21 277   EUR 19 553   EUR 17 098  
Medium-sized enterprises  EUR 35 794   EUR 27 720   EUR 21 759  
LSEs  EUR 58 280   EUR 40 643   EUR 43 962  
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TETCC – Greece 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 1 620   EUR 741   EUR 2 427  
Small-sized enterprises  EUR 6 083   EUR 929   EUR 6 143  
Medium-sized enterprises  EUR 1 408   EUR 643   EUR 5 378  
LSEs  EUR 4 099   EUR 1 131   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 790   EUR 554   EUR 1 681  
Small-sized enterprises  EUR 2 578   EUR 1 224   EUR 4 196  
Medium-sized enterprises  EUR 1 536   EUR 648   EUR 3 503  
LSEs  EUR 2 972   EUR 1 337   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 4 086   EUR 2 237   EUR 6 528  
Small-sized enterprises  EUR 14 789   EUR 4 992   EUR 17 098  
Medium-sized enterprises  EUR 4 168   EUR 1 695   EUR 21 759  
LSEs  EUR 10 134   EUR 3 139   EUR 43 962  

 

TETCC – Ireland 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 1 625   EUR 642   EUR 2 427  
Small-sized enterprises  EUR 2 576   EUR 2 168   EUR 6 143  
Medium-sized enterprises  EUR 1 599   EUR 1 023   EUR 5 378  
LSEs  EUR 7 170   EUR 3 915   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 728   EUR 482   EUR 1 681  
Small-sized enterprises  EUR 2 212   EUR 1 426   EUR 4 196  
Medium-sized enterprises  EUR 3 116   EUR 1 809   EUR 3 503  
LSEs  EUR 6 028   EUR 4 100   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 955   EUR 1 903   EUR 6 528  
Small-sized enterprises  EUR 6 533   EUR 5 025   EUR 17 098  
Medium-sized enterprises  EUR 11 159   EUR 3 668   EUR 21 759  
LSEs  EUR 24 019   EUR 30 150   EUR 43 962  
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TETCC – Italy 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 1 264   EUR 674   EUR 2 427  
Small-sized enterprises  EUR 8 373   EUR 2 968   EUR 6 143  
Medium-sized enterprises  EUR 9 554   EUR 2 244   EUR 5 378  
LSEs  EUR 7 704   EUR 2 992   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 560   EUR 674   EUR 1 681  
Small-sized enterprises  EUR 3 868   EUR 1 496   EUR 4 196  
Medium-sized enterprises  EUR 2 191   EUR 1 496   EUR 3 503  
LSEs  EUR 9 939   EUR 3 712   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 7 196   EUR 5 000   EUR 6 528  
Small-sized enterprises  EUR 22 022   EUR 17 643   EUR 17 098  
Medium-sized enterprises  EUR 22 590   EUR 13 374   EUR 21 759  
LSEs  EUR 66 834   EUR 30 898   EUR 43 962  

 

TETCC – Luxembourg 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 812   EUR 527   EUR 2 427  
Small-sized enterprises  EUR 3 351   EUR 968   EUR 6 143  
Medium-sized enterprises  EUR 5 992   EUR 2 165   EUR 5 378  
LSEs  EUR 2 043   EUR 1 200   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 777   EUR 456   EUR 1 681  
Small-sized enterprises  EUR 1 122   EUR 894   EUR 4 196  
Medium-sized enterprises  EUR 3 369   EUR 1 571   EUR 3 503  
LSEs  EUR 3 595   EUR 2 139   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 3 340   EUR 1 935   EUR 6 528  
Small-sized enterprises  EUR 10 158   EUR 3 726   EUR 17 098  
Medium-sized enterprises  EUR 17 143   EUR 8 417   EUR 21 759  
LSEs  EUR 15 885   EUR 4 347   EUR 43 962  
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TETCC – Netherlands 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 1 091   EUR 663   EUR 2 427  
Small-sized enterprises  EUR 2 482   EUR 1 816   EUR 6 143  
Medium-sized enterprises  EUR 3 978   EUR 1 532   EUR 5 378  
LSEs  EUR 11 849   EUR 2 043   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 800   EUR 627   EUR 1 681  
Small-sized enterprises  EUR 1 308   EUR 681   EUR 4 196  
Medium-sized enterprises  EUR 2 740   EUR 1 125   EUR 3 503  
LSEs  EUR 3 709   EUR 1 192   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 684   EUR 2 665   EUR 6 528  
Small-sized enterprises  EUR 5 881   EUR 4 022   EUR 17 098  
Medium-sized enterprises  EUR 9 582   EUR 3 870   EUR 21 759  
LSEs  EUR 23 493   EUR 6 634   EUR 43 962  

 

TETCC – Poland 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 2 368   EUR 596   EUR 2 427  
Small-sized enterprises  EUR 6 483   EUR 2 923   EUR 6 143  
Medium-sized enterprises  EUR 8 925   EUR 3 956   EUR 5 378  
LSEs  EUR 12 516   EUR 7 442   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 571   EUR 789   EUR 1 681  
Small-sized enterprises  EUR 4 811   EUR 2 854   EUR 4 196  
Medium-sized enterprises  EUR 6 437   EUR 4 576   EUR 3 503  
LSEs  EUR 10 581   EUR 6 937   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 4 240   EUR 2 130   EUR 6 528  
Small-sized enterprises  EUR 11 823   EUR 7 082   EUR 17 098  
Medium-sized enterprises  EUR 20 853   EUR 17 957   EUR 21 759  
LSEs  EUR 93 326   EUR 29 773   EUR 43 962  
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TETCC – Romania 

CIT Tax Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 774   EUR 421   EUR 2 427  
Small-sized enterprises  EUR 1 506   EUR 850   EUR 6 143  
Medium-sized enterprises  EUR 2 091   EUR 938   EUR 5 378  
LSEs  EUR 4 874   EUR 2 602   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 672   EUR 497   EUR 1 681  
Small-sized enterprises  EUR 1 212   EUR 1 123   EUR 4 196  
Medium-sized enterprises  EUR 2 380   EUR 1 542   EUR 3 503  
LSEs  EUR 4 382   EUR 1 379   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 977   EUR 1 355   EUR 6 528  
Small-sized enterprises  EUR 8 250   EUR 3 034   EUR 17 098  
Medium-sized enterprises  EUR 8 381   EUR 5 050   EUR 21 759  
LSEs  EUR 12 764   EUR 9 600   EUR 43 962  

 

TETCC – Slovakia 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 2 119   EUR 1 235   EUR 2 427  
Small-sized enterprises  EUR 6 772   EUR 3 816   EUR 6 143  
Medium-sized enterprises  EUR 7 662   EUR 8 380   EUR 5 378  
LSEs  EUR 11 600   EUR 4 056   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 2 087   EUR 1 390   EUR 1 681  
Small-sized enterprises  EUR 2 565   EUR 1 932   EUR 4 196  
Medium-sized enterprises  EUR 5 203   EUR 4 406   EUR 3 503  
LSEs  EUR 1 426   EUR 1 311   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 4 980   EUR 2 083   EUR 6 528  
Small-sized enterprises  EUR 11 008   EUR 4 550   EUR 17 098  
Medium-sized enterprises  EUR 19 092   EUR 14 028   EUR 21 759  

LSEs  EUR 37 605   EUR 7 335   EUR 43 962  
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TETCC – Slovenia 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 730   EUR 326   EUR 2 427  
Small-sized enterprises  EUR 4 932   EUR 867   EUR 6 143  
Medium-sized enterprises  EUR 815   EUR 428   EUR 5 378  
LSEs  EUR 889   EUR 617   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

county 
average 

Micro-sized enterprises  EUR 562   EUR 245   EUR 1 681  
Small-sized enterprises  EUR 2 034   EUR 343   EUR 4 196  
Medium-sized enterprises  EUR 2 078   EUR 610   EUR 3 503  
LSEs  EUR 1 255   EUR 491   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises EUR 1 955 EUR 1 308 EUR 6 528 
Small-sized enterprises EUR 5 926 EUR 1 870 EUR 17 098 
Medium-sized enterprises EUR 5 025 EUR 4 815 EUR 21 759 
LSEs EUR 7 313 EUR 2 140 EUR 43 962 

 

TETCC – Spain 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 2 087   EUR 1 382   EUR 2 427  
Small-sized enterprises  EUR 4 735   EUR 3 735   EUR 6 143  
Medium-sized enterprises  EUR 2 652   EUR 1 985   EUR 5 378  
LSEs  EUR 8 554   EUR 2 249   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 674   EUR 753   EUR 1 681  
Small-sized  EUR 1 663   EUR 882   EUR 4 196  
Medium-sized  EUR 1 998   EUR 1 161   EUR 3 503  
LSEs  EUR 3 595   EUR 1 529   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 5 949   EUR 4 414   EUR 6 528  
Small-sized enterprises  EUR 11 510   EUR 7 460   EUR 17 098  
Medium-sized enterprises  EUR 15 730   EUR 5 338   EUR 21 759  
LSEs  EUR 21 896   EUR 12 335   EUR 43 962  
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TETCC – Sweden 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 2 202   EUR 1 240   EUR 2 427  
Small-sized enterprises   EUR 3 113   EUR 1 860   EUR 6 143  
Medium-sized enterprises  EUR 2 162   EUR 2 281   EUR 5 378  
LSEs  EUR 13 116   EUR 5 642   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises   EUR 1 452   EUR 908   EUR 1 681  
Small-sized enterprises  EUR 2 261   EUR 2 302   EUR 4 196  
Medium-sized enterprises  EUR 3 338   EUR 1 705   EUR 3 503  
LSEs  EUR 7 723   EUR 4 033   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 8 316   EUR 7 095   EUR 6 528  
Small-sized enterprises  EUR 10 578   EUR 6 755   EUR 17 098  
Medium-sized enterprises  EUR 16 423   EUR 9 626   EUR 21 759  
LSEs  EUR 24 387   EUR 13 809   EUR 43 962  

 

TETCC – United Kingdom 

CIT Compliance Cost mean value 
median 
value 

country 
average 

Micro-sized enterprises  EUR 3 048   EUR 1 979   EUR 2 427  
Small-sized enterprises  EUR 4 823   EUR 2 481   EUR 6 143  
Medium-sized enterprises  EUR 5 347   EUR 4 972   EUR 5 378  
LSEs  EUR 13 073   EUR 6 242   EUR 12 285  

    
VAT Compliance Cost mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 1 560   EUR 786   EUR 1 681  
Small-sized enterprises  EUR 2 466   EUR 543   EUR 4 196  
Medium-sized enterprises  EUR 1 537   EUR 1 077   EUR 3 503  
LSEs  EUR 2 619   EUR 1 125   EUR 5 789  

    
TETCC mean value 

median 
value 

country 
average 

Micro-sized enterprises  EUR 4 711   EUR 2 716   EUR 6 528  
Small-sized enterprises  EUR 11 821   EUR 4 964   EUR 17 098  
Medium-sized enterprises  EUR 19 539   EUR 7 173   EUR 21 759  
LSEs  EUR 20 444   EUR 11 441   EUR 43 962  
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 SCM: EUROPEAN LEVEL FINDINGS 

Additional SCM figures  

Figure 126: Average tax compliance costs for CIT by size of enterprises and by 
internalisation/outsourcing 

         
     Source: KPMG (2018). 

Figure 127: Average tax compliance costs for VAT by size of enterprises and by 
internalisation/outsourcing 

 

     Source: KPMG (2018). 
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Figure 128: Average tax compliance costs for CIT by size of enterprises and by 
sector 

 
Source: KPMG (2018). 

 

Figure 129: Average tax compliance costs for VAT by size of enterprises and by 
sector 

 
Source: KPMG (2018). 

 

Figure 130: Reasons for taxes being burdensome 

 
Source: KPMG (2018). 
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Figure 131: Average tax compliance costs by activity and by size (%) – CIT 

 
Source: KPMG (2018). 

 

Figure 132: Average tax compliance costs by activity and by size (%) – VAT 

 
Source: KPMG (2018). 

 

Figure 133: Irritation cost – by sector – CIT 

 
Source: KPMG (2018). 
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Figure 134: Irritation cost – by sector – VAT 

 

Source: KPMG (2018). 

Figure 135: Irritation cost – by size – CIT 

 
Source: KPMG (2018). 

Figure 136: Irritation cost – by size – VAT 

 

Source: KPMG (2018). 
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Figure 137: Audit compliance costs – by sector – VAT 

 
*Average audit compliance costs for enterprises that underwent an audit 
Source: KPMG (2018). 

Figure 138: Audit compliance costs – by size – VAT 

 

*Average audit compliance costs for enterprises that underwent an audit 
Source: KPMG (2018). 
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Figure 139: Audit compliance costs – by country – VAT 

 

*Average audit compliance costs for enterprises that underwent an audit. 
Source: KPMG (2018). 

Figure 140: Audit compliance costs – by country – CIT 

 

*Average audit compliance costs for enterprises that underwent an audit. 
Source: KPMG (2018). 

€0   

€ 200  

€ 400  

€ 600  

€ 800  

€1 000  

€1 200  

€1 400  

€1 600  

€1 800  



Study on tax compliance costs for SMEs 

264 

 

Figure 141: Audit compliance costs – by sector – CIT 

*Average audit compliance costs for enterprises that underwent an audit. 
Source: KPMG (2018). 

 

Figure 142: Audit compliance costs – by size – CIT 

 

 *Average audit compliance costs for enterprises that underwent an audit. 
 Source: KPMG (2018). 
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Table 71:  Average frequency of mentioning other most burdensome taxes by 
industry sector 

 

Wage 
related 
taxes 
and 

contri-
butions 

Property 
and real 
estate 

tax 

Vehicle 
related 
taxes 

Local 
and 

regional 
tax 

Environ-
mental 
related 
taxes 

Excise 
and 

custom 
duties 

Business 
contri-
butions 

Business 
related 
contri-
butions 

C - Manu-
facturing 

20% 6% 2% 3% 2% 1% 0% 0% 

D - Electricity, 
gas, steam 
and air 
conditioning 
supply 

13% 6% 1% 3% 5% 4% 1% 0% 

F - Construction 
17% 4% 3% 2% 1% 1% 1% 1% 

G - Wholesale 
and retail 
trade; repair 
of motor 
vehicles and 
motorcycles 

17% 5% 2% 2% 2% 2% 0% 1% 

I - Accommo-
dation and 
food service 
activities 

16% 6% 1% 2% 1% 1% 1% 0% 

M - Professional, 
scientific and 
technical 
activities 

20% 4% 1% 1% 1% 1% 0% 0% 

AVERAGE  
17% 5% 2% 2% 2% 1% 1% 0% 

Source: KPMG (2018) 
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Table 72:  Average irritation cost of the three most burdensome taxes 
(other than CIT & VAT) 

 

Wage related taxes 
and contributions 

Property and real 
estate 

Local and regional 
taks 

  
Rather and very 
Irritating 

Rather and very 
Irritating 

Rather and very 
Irritating 

Austria 58% 56% 67% 

Belgium 58% 25% 50% 

Czechia 34% 28% 83% 

Estonia 34% 67% NA 

Finland 58% 38% NA 

France 73% 46% 68% 

FYROM 21% 44% 70% 

Germany 60% 25% NA 

Greece 51% 55% 0% 

Ireland 18% 50% 59% 

Italy 73% 73% NA 

Luxembourg 38% 41% 50% 

Netherlands 29% 25% NA 

Poland 46% 48% NA 

Romania 66% 38% NA 

Slovakia 58% 22% 60% 

Slovenia 54% 63% 100% 

Spain 51% 42% 100% 

Sweden 41% 0% 83% 

United Kingdom 31% 45% 33% 
country 
average 48% 42% 64% 

Source: KPMG (2018) 
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 RATIOS AND REGRESSION ANALYSIS 

Calculating TETCC and the measures of the relative burden 

Prior to estimating the central tendencies of the ratios, TETCC and IETCC had to be 
calculated for each enterprise in the sample. For the mathematical formulae we 
introduce the following notation: 

• internal time spent relating to tax compliance activities in the home country: 𝑇𝑇ℎ𝑜𝑜𝑜𝑜𝑜𝑜 
• internal time spent relating to tax compliance activities in other (EU) Member 

States: 𝑇𝑇𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎 
• country-specific labour cost for administrative personnel: 𝑤𝑤𝑐𝑐 
• external/outsourcing costs relating to tax compliance in the home country: 𝑂𝑂ℎ𝑜𝑜𝑜𝑜𝑜𝑜 
• external/outsourcing costs relating to tax compliance in other (EU) Member States: 

𝑂𝑂𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎 
• percentage of internal hours spent with tax compliance attributed to indirect taxes: 

𝐼𝐼𝑖𝑖𝑖𝑖𝑖𝑖 
• percentage of outsourcing costs related to tax compliance attributed to indirect 

taxes: 𝐼𝐼𝑜𝑜𝑜𝑜𝑖𝑖 

TETCC includes both the cost of the internal time spent at the enterprise on all tax 
compliance obligations and the cost of the outsourced element of tax compliance 
obligations. It includes costs incurred in the home country and also in other (EU) 
Member States. The internal time is converted to cost through utilisation of the 
country-specific labour cost for the administrative personnel both for the home and 
overseas compliance.424 It is calculated as follows: 

 
(𝑇𝑇ℎ𝑜𝑜𝑜𝑜𝑜𝑜 + 𝑇𝑇𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎) × 𝑤𝑤𝑐𝑐 + (𝑂𝑂ℎ𝑜𝑜𝑜𝑜𝑜𝑜 + 𝑂𝑂𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎) 

 
IETCC includes both the cost of the internal time spent at the enterprise on indirect 
tax compliance obligations and the cost of the outsourced element of indirect tax 
compliance obligations. It contains costs incurred in the home country and also in 
other (EU) Member States. It is calculated as follows: 

 
((𝑇𝑇ℎ𝑜𝑜𝑜𝑜𝑜𝑜 + 𝑇𝑇𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎) × 𝑤𝑤𝑐𝑐) × 𝐼𝐼𝑖𝑖𝑖𝑖𝑖𝑖 + (𝑂𝑂ℎ𝑜𝑜𝑜𝑜𝑜𝑜 + 𝑂𝑂𝑎𝑎𝑎𝑎𝑎𝑎𝑜𝑜𝑎𝑎𝑎𝑎) × 𝐼𝐼𝑜𝑜𝑜𝑜𝑖𝑖 

 

Subsequent to this step, we calculated the following ratios for each enterprise in the 
sample: 

1. TETCC to turnover ratio, calculated as TETCC over the sum of the turnover in the 
home country and the turnover in other (EU) Member States; 

2. IETCC to turnover ratio as IETCC over the sum of the turnover in the home country 
and the turnover in other (EU) Member States; 

3. TETCC to tax revenue ratio; 

4. DET to gross profit ratio. 

                                                   
424  Implicitly, this calculation assumes that all tax compliance obligations are handled in the home country. 
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Estimation methodology – ratios 

The mean is most often used to get better understanding of the central tendency of 
statistical data. Literature dealing with the burden of tax compliance is no exception in 
this regard. For instance, the Tax Survey of 2004425 uses the mean to estimate the 
burden of tax compliance for the typical enterprise. Some caveats in using the mean 
for estimating ratios related to the burden of tax compliance are, however, often 
overlooked.  

• The distribution of the ratios is skewed because the relative burden is higher for 
micro-sized enterprises, and there are many more micro-sized enterprises than 
LSEs. 

• Numeric estimates of compliance costs obtained by survey methods can include a 
lot of outliers because respondents have imperfect knowledge regarding 
compliance costs.  

Both the skewness of the data and the outliers can have a significant influence on the 
mean. 

Dealing with outliers is a complex matter. First, it had to be decided why the outliers 
emerged. If the outliers are the outcome of the data generating process, they are not 
an issue: they are rare instances of very high or very low values in the population. 
However, if they are erroneous, we had to deal with the outliers either by removing 
them from the sample or, if that is not possible, by robust estimators.  

We reasonably believe that the outliers in our data are erroneous, because questions 
related to tax compliance issues are inherently difficult to answer: even after adequate 
preparation, and with a good questionnaire, it can be very difficult to estimate the 
different measures of the compliance burden. Therefore, two options of dealing with 
outliers exist: remove these observations from the dataset or use a robust estimator 
of central tendencies. The applicability of both options is explained in detail below. 

Removing outliers first required the separation of outliers from data which has a very 
high or low value but still a possible value in the population. Apart from instances 
where it is obvious that the data cannot occur this required an inherently arbitrary 
choice: the researcher had to define what he considers as an outlier. Several outlier 
detection methods exist to make this choice more valid: most statistical packages 
provide means for detecting extreme values.426 However, these methods largely rely 
on the assumption that random sampling was applied, which our sample clearly 
violates: we used a disproportionate stratified sampling method with 480 sampling 
cells. This also means that the number of observations in the sampling cells was too 
low to use these methods separately in each sampling cell. 

Robust estimators do not require the researcher to pinpoint outliers: they estimate the 
central tendency of the distribution by reducing or eliminating the influence of extreme 
data points on the parameter estimates. The most obvious choice for a robust 
estimator is the median, which is the value separating the higher half of a dataset 
from the lower half of the dataset. The issue with the median is, however, that it 
cannot be compared to earlier results regarding the compliance burden, because 
researchers report the mean, not the median, and the two can be very different when 
the distribution is skewed. 

                                                   
425 European Commission. (2004). Taxation Papers. European Tax Survey. Working paper no 3/2004. 

Brussels: Directorate-General Taxation and Customs Union. Retrieved from 
https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf, 15 November 
2018.  

426  See for instance Williams, R. (2016). Outliers. University of Notre Dame. 

https://ec.europa.eu/taxation_customs/sites/taxation/files/docs/body/tax_survey.pdf
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The other choice of a robust estimator would be the trimmed mean.427 Trimming the 
mean means that a certain percentage, between 0% and 50% of the smallest and 
highest responses are removed. While this measure of central tendency is less robust 
to outliers compared to the median (in fact the median is a trimmed mean where 
50-50% of the observations is trimmed), it can be compared to previous studies, 
because these studies also report means after some sort of data cleaning to estimate 
the central tendency of the distribution of the data. In addition, confidence intervals 
can be estimated for the trimmed mean which can be used to easily communicate the 
inherent uncertainty surrounding the population parameter estimates. 

The issue with the trimmed mean lies in the analysis context: we have stratified 
survey data weighted to the population. There is no widely accepted way to estimate a 
trimmed mean with weights. As each outlier in the sample can represent a different 
number of observations in the population it is unclear which observations should be 
removed from the sample: the observations behind a certain percentage of the top 
and bottom tails of the population distribution or a certain percentage of the top and 
bottom tails of the sample distribution with the weights recalculated for each 
estimation. In addition, we expected that country and size are key determinants in the 
number of outliers, i.e. in some countries there are more outliers than in other 
countries and smaller enterprises may have more trouble with estimating compliance 
costs, turnover and gross profit than LSEs. If using a trimmed mean to estimate the 
sub-population central tendencies of the ratios valid observations will be excluded 
from the analysis in countries and size categories where respondents are expected to 
be more precise and, hence, high numbers are rather expected to be a part of the 
population than erroneous data. 

Strategies often used to deal with outliers could be applied in this Study. The reason 
behind this is the survey design: outliers cannot be identified because of the low 
number of observations in the sampling cells and a conventional trimmed mean 
cannot be used because it is unclear how it should be applied in the context of the 
stratified sample where the number of outliers is expected to vary across strata.  

Therefore, we opted for a third option. First, we excluded the top and bottom 5% of 
observations by ratios based on the sample distribution of the data. Second, we 
estimated means on the restricted sample. While this method is, admittedly, 
unconventional, and lacks the statistical elegance of other outlier elimination 
strategies, we believe that, in the case of the data we have, it is an adequate method 
of dealing with outliers for the following reasons. 

• It is not clear how other methods could have been applied because of the stratified 
sampling approach with low cell counts. 

• Data is not simply excluded from the analysis: the exclusion of outliers is done by 
ratios, i.e. it is possible that an observation is included in the estimation of one 
ratio while it is excluded from the estimation of another. After all, it is perfectly 
possible that a respondent provides an erroneous answer to one question and then 
provides a valid answer for all other questions. 

• The application of this methodology is expected to lead to the deletion of most 
outliers due to the properties of ratio data: as the compliance burden is measured 
in relative terms, e.g. compliance costs are divided by turnover. We can reasonably 
expect that the observations falling on the tails of the distributions of the ratios are 
outliers. 

                                                   
427  For a discussion of the trimmed mean see for instance Wilcox, R. R. & Keselman, H. J. (2003). Modern 

Robust Data Analysis Methods: Measures of Central Tendency. Psychological Methods, Vol. 8 (3), pp. 
254-274. 
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Figure 143 below presents the original sample distribution of the four ratios. The 
figure indicates that our dataset includes unusually high values for all four ratios 
compared to the majority of the data. These observations are expected to exert a high 
influence on the estimated population average of the ratios and the majority of them 
are removed by the sample trimming. 

Figure 143: The sample distribution of the ratios before trimming the data 
(frequency on the y axis) 

 

In the case of total enterprise tax compliance to tax revenue ratio the value 10 includes all observations 
where the ratio exceeds 10 and in the case of total enterprise tax to gross profit ratio the value 15 includes 
all observations where the ratio exceeds 15. 
Source: KPMG (2018).  

A comparison between the original and the trimmed sample allowed us to test some of 
our assumptions regarding the distribution of outliers across countries and size 
categories. If the argumentation above is true, i.e. the number of outliers is different 
across countries because in some countries respondents were more likely to provide 
erroneous information, the number of enterprises removed from the sample should be 
uneven across countries. Figure 144 below indeed proves this point. 
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Figure 144: The number of enterprises removed from the sample by ratios and 
countries 

 

 

 

 

Source: KPMG (2018). 
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Also, if our argumentation is true, and smaller enterprises are more likely to provide 
erroneous estimations, we shall see more micro- and small-sized enterprises among 
the observations removed from the sample than LSEs. Figure 145 below reinforces 
this expectation. 

Figure 145: The number of enterprises removed from the sample by ratios and 
size categories 

 
Source: KPMG (2018). 

In the case of these two indicators of the relative burden of compliance, observations 
were not included in the estimations if either IETCC or TETCC exceeded turnover (54 
cases). Such cases are plausibly assumed to be erroneous as such enterprises would 
be expected to go bankrupt if such a situation was a regular annual occurrence. 

Estimation methodology – regression analysis 

Regression models are estimated for TETCC and two of the four ratios analysed 
earlier428: 

• TETCC to turnover ratio (R1)  
• IETCC to turnover ratio (R2). 

The outcome variables are explained in the estimation models by enterprise 
characteristics that are expected to have an influence on the total compliance costs 
and the four ratios. These enterprise characteristics are presented in Table 73 below. 

Table 73:  Enterprise characteristics included in the regression models 

Explanatory variable Rationale behind including the variable Measurement 

Size 
Larger enterprises are expected to face 
higher compliance costs but a lower 
relative burden. 

Categorical. Official SME categories of 
the EC (SMEs, and LSEs). 

                                                   
428  As we saw earlier in this Study, the confidence intervals for the estimations of the DET to gross profit 

and TETCC to tax revenue ratios were very large. One reason for this is the fact of the lower number of 
respondents answering these questions, the other is that the variation of taxes paid and gross profit can 
be assumed to be higher than the variation of turnover. As discussed earlier, the low response rates are 
most likely explained by the confidentiality of the data requested. Secondly, these ratios are also more 
prone to measurement errors as respondents may have given estimates regarding gross profit and taxes 
paid if they did not have accurate information to hand, even if the respondent has some knowledge of 
the information required. For these reasons, most explanatory variables are not significant in the 
regression analysis of these ratios and the estimations are unlikely to provide additional insights into the 
drivers of the compliance burden. 
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Explanatory variable Rationale behind including the variable Measurement 

Outsourcing 

Outsourcing at least a part of tax 
compliance obligations may lead to 
differences in TETCC because the 
external service providers may have 
more efficient processes to deal with 
compliance and better knowledge 
regarding the relevant regulations, tax 
forms, etc. 

Total external compliance costs as a 
percentage of all compliance costs (The 
variable is between 0 and 100%). 

Dependence 
structure 

Enterprises with subsidiaries in their 
home country or those with foreign 
business operations may bear a higher 
compliance burden due to higher costs 
in complying with several different tax 
systems and the need for greater 
governance and oversight by 
management. 

Categorical:  

• standalone enterprise, not part of a 
group 

• subsidiary or member of a group 
with no subsidiaries/branches/ 
permanent establishments  

• enterprise with subsidiaries/ 
branches/permanent 
establishments in (EU) Member 
States other than the home 
country, but not the ultimate 
parent of a group 

• enterprise with subsidiaries/ 
branches/permanent 
establishments in the home 
country, but not the ultimate 
parent of a group 

• ultimate parent of a group 
• other 

Enterprise age 

The age of the enterprise may impact 
compliance costs in terms of, for 
example, having more established 
practices or, conversely, having 
greater complexity because of older 
and multiple legacy financial systems. 

Categorical: The enterprise was 
established 

• after 2008 
• between 1999 and 2008 
• between 1984 and 1998 
• before 1984 

Electronic 
filing 

Countries that provide optional 
electronic filing arrangements may 
deliver a different compliance 
experience depending on whether an 
enterprise chooses to use it or not. A 
positive estimated impact would serve 
as evidence of efficiency gains from 
electronic tax filing. 

Categorical:  

• Equals 0 if the enterprise does not 
file either CIT or VAT electronically  

• Equals 1 if the enterprise files 
either CIT or VAT electronically  

• Equals 2 if the enterprise files both 
CIT and VAT electronically 

Cross-border 
trade 

Enterprises engaging in cross-border 
trade may face higher total compliance 
costs, particularly for VAT, and may 
face a higher relative burden due to 
differences in the national tax systems.  

Categorical:  

• Equals 0 if the enterprise does not 
engage in cross-border trade  

• Equals 1 if it does 

Country 

The regulatory environment and the 
general complexity of tax rules are 
characteristics of the countries 
affecting the compliance burden. While 
these factors cannot be directly 
measured from the survey, we know 
the country of residence for each 
enterprise in the sample. Therefore we 
can control for these factors via 

Categorical: 20 countries selected. 
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Explanatory variable Rationale behind including the variable Measurement 

categorical country variables. If these 
variables are statistically significant we 
can say that the observations in some 
countries systematically differ from the 
observations in other countries, even 
after controlling for differences in the 
characteristics of enterprises within the 
countries. 

Sector 

Similarly to the characteristics of the 
countries, we expect that there are 
unobservable characteristics of the 
sectors that affect the compliance 
burden in the same way within sectors. 
Including a categorical sector variable 
as a proxy enables us to control for 
such unobservable sectors specific 
characteristics. 

Categorical: 

• Accommodation and food service 
activities 

• Construction 
• Electricity, gas, steam and air 

conditioning supply 
• Manufacturing 
• Professional, scientific and 

technical activities 
• Wholesale and retail trade; repair 

of motor vehicles and motorcycles 

Source: KPMG (2018). 

Besides enterprise characteristics, a set of categorical variables was included for the 
countries and sectors. These categorical variables capture unobservable effects that 
we assumed to influence the compliance burden of enterprises operating in the same 
sector regardless of country (e.g. sector-specific economic trends) or unobservable 
effects that are assumed to influence all enterprises operating in the same country 
regardless of sector (e.g. tax rules, tax administration). 

In addition to these explanatory variables, we included a dummy variable in the 
models of the TETCC to turnover ratio and the model of the IETCC to turnover ratio 
indicating whether turnover and gross profit was estimated by the respondents or 
obtained from the enterprise databases (Orbis and Amadeus). By including such a 
variable we could assess whether or not the estimated turnover and gross profit 
reported by the respondents significantly differed from the figures included in the 
enterprise databases after controlling for enterprise characteristics. 

The model specifications outlined above were useful for several purposes. 

• They can be used to analyse the impact of certain enterprise characteristics on 
compliance costs or the compliance burden, while controlling for other enterprise 
characteristics. 

• They can be used to quantify the impact of country level unobservables on the tax 
compliance burden, such as the differences in the national tax systems. They are 
capable of doing this by estimating parameters for the country dummies while 
controlling for systematic differences between the enterprises in the different 
countries. The estimated impacts can be compared to a base category (a base 
country) and the differences in the estimated impacts can be related to the 
characteristics of the national tax administrations by qualitative argumentation. 
The base category was selected to be Ireland as this country was ranked among 
the top three countries in all ratio estimations. 

• They can be used to assess whether or not electronic filing and outsourcing affects 
compliance costs or the compliance burden while controlling for enterprise 
characteristics. 

The model specifications described above are estimated at the EU level, in principle by 
WOLS. 
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The assumptions of ordinary least squares (OLS) estimation 

Let us first start by the description of the classical OLS assumptions. A general linear 
model in the population can be written as follows: 

𝑌𝑌 = 𝛽𝛽0 + 𝛽𝛽1𝑥𝑥1 + 𝛽𝛽2𝑥𝑥2 + ⋯+ 𝛽𝛽𝑖𝑖𝑥𝑥𝑖𝑖 + 𝑢𝑢 

In the equation above 𝛽𝛽0,𝛽𝛽1, … ,𝛽𝛽𝑖𝑖 are unknown parameters (coefficients, the impacts of 
enterprise characteristics) to be estimated and 𝑢𝑢 is an unobserved random error term. 
The usual assumptions429 of the OLS estimator are the following: 

A1. The relationship between the explanatory variables and the outcome variable is 
linear. 

A2. The estimation sample is randomly taken from the population. 
A3. No perfect collinearity. None of the independent variables are constant and there 

are no exact linear relationships among the independent variables.  
A4. The error terms are independently distributed and have zero expected value.  
A5. The conditional variance of the error term is constant across the values of 

explanatory variables (homoscedasticity assumption). 

Under assumptions A1 to A4, OLS is unbiased and consistent. Unbiased means that 
the expected value of the coefficient estimates equals the true population parameter. 
Consistent means that the estimated parameters become more and more tightly 
distributed around the true population parameters as the sample size grows. 
Assumptions A1 to A5 are known as the Gauss-Markov assumptions. Under these 
assumptions, OLS is the Best Linear Unbiased Estimator of the unknown population 
parameters, i.e. has the smallest variance among all linear estimators. 

If we add another assumption to the previously mentioned ones, namely that the error 
term not only has a zero expected value but is also normally distributed (assumption 
A6), we refer to these assumptions as “the Classical Linear Model Assumptions”. 
Under these assumptions, it can be shown that that the OLS estimator is the minimum 
variance unbiased estimator, i.e. that it has the smallest variance among all unbiased 
estimators. If these assumptions hold, confidence intervals (i.e. a range of plausible 
estimates) t-tests and F-tests can be conducted regarding the estimated parameters 
of the model. 

Notably, however, assumption A6 is not required for the validity of confidence 
intervals, F-tests and t-test in large samples. It can be shown430 that the OLS 
estimator has an asymptotically normal distribution in large samples and, therefore, in 
large enough samples confidence intervals, t-tests and F-tests can be calculated 
regardless of the normality of the error term. 

WOLS instead of OLS 

Assumption A2 is clearly violated as we have a disproportionate stratified sample. 
Therefore we use Weighted Least Squares (WOLS) estimation instead of the simple 
OLS estimation. The assumptions of WOLS are the same as the assumptions of OLS 
besides assumption A2.  

To see how WOLS is estimated, let us rewrite the population model in matrix notation: 

𝑌𝑌 = 𝑋𝑋′𝛽𝛽 + 𝑢𝑢 

                                                   
429  For a more technical and detailed discussion of the Gauss-Markov assumptions and the General Linear 

Model please refer to Woolridge, J. M. (2002). Econometric Analysis of Cross Section and Panel Data. 
Cambridge MA: MIT Press. For a more detailed but less technical discussion, please refer to Woolridge, J. 
M. (2012). Introductory Econometrics: A Modern Approach. Michigan: Michigan State University. 

430  With the central limit theorem. 
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With �̂�𝛽 denoting the WOLS estimate of 𝛽𝛽 and 𝑊𝑊 denoting a diagonal matrix with the 
weights as elements we can write: 

�̂�𝛽 = (𝑋𝑋′𝑊𝑊𝑋𝑋)−1𝑋𝑋′𝑊𝑊𝑌𝑌 

Additional estimation strategies 

The models of TETCC to turnover and IETCC to turnover ratios might violate another 
assumption of OLS. Notably, as the ratios are normally expected to range on the open 
interval between zero and one431 and values are expected to cumulate at a certain 
point with extreme values rarely occurring, there might be a non-linear relationship 
between the explanatory variables and the ratios violating assumption A1. This, of 
course, results also in the violation of assumption A6. Also, the conditional variance of 
the error term is not expected to be zero, but rather a function of the mean. 
Therefore, there is inherent heteroscedasticity432 in such data structures, violating 
assumption A5. Furthermore, WOLS can predict values of the dependent variable 
falling out of the zero to one open interval.  

These issues, however, do not render WOLS unusable in such circumstances. Using 
WOLS (at the very least as a starting point) can be justified by a number of reasons. 

1. The WOLS estimator can be thought of as the first-order approximation of non-
linear estimators (violation of assumption A1). 

2. Large-sample properties of WOLS render some of the objections against a 
linear model less pivotal, as the normality of the error term is not required for 
the validity of most statistical tests in large samples (violation of assumption 
A6). 

3. The issue of heteroscedasticity can be handled by robust standard errors 
(violation of assumption A5). 

As a consequence, WOLS very often tends to produce similar estimated marginal 
effects for the coefficients as non-linear models.433 This can be pronouncedly so if the 
majority of ratios fall between (approximately) 0.2 and 0.8 as in the middle values, in 
which case the non-linear response function tends to be close to linear. Nonetheless, 
the statistical significance of the results can change across models and the validity of 
some of the more advanced statistical tests can be questioned. A number of 
estimation methods can be considered to further mitigate the aforementioned issues, 
most importantly. 

• Estimating a non-linear response function. The response variable is assumed to be 
the outcome of the following data generating process: 𝑦𝑦 = 𝐺𝐺(𝛽𝛽0 + 𝛽𝛽1𝑋𝑋1 +  𝛽𝛽2𝑋𝑋2 + ⋯+
𝛽𝛽𝑖𝑖𝑋𝑋𝑖𝑖) where the function 𝐺𝐺 is bounded between 0 and 1. If 𝐺𝐺 is the logit function, 
the log-odds, i.e. ln � 𝑦𝑦

1−𝑦𝑦
� are a linear function of the explanatory variables. 

Estimation can be carried out via Maximum Likelihood. 
• Beta regression. The response variable is assumed to follow a two-parameter beta 

distribution, where the variable is greater than zero and less than one. Estimation 
can be carried out via maximum likelihood. 

In light of the above, we also estimated the models of TETCC to turnover and IETCC to 
turnover ratios by weighted fractional logit. Additionally we estimated the model of the 
TETCC to turnover ratio by weighted beta regression. The IETCC to turnover ratio 

                                                   
431  Of course, theoretically it is possible that compliance costs are higher than enterprise turnover or taxes 

paid. However, such a situation is highly unlikely and is therefore of negligible importance. 
432  Heteroscedasticity occurs when the variance of the error terms differ across observations.  
433  See for example Kieschnick, R. & McCullough, B. D. (2003). Regression analysis of variates observed 

on (0, 1): Percentages, proportions, and fractions. Statistical Modelling, Vol. 3 (3), pp. 193-213; Buis, 
M. L. (2006). Proportions as dependant variable. 12th UK Stata Users Group Meeting. London. 
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cannot be estimated by the weighted beta regression because the ratio can equal 
zero. The general conclusions of the WOLS estimations remained largely unchanged. 

Assessing goodness-of-fit 

To assess the appropriateness of the estimation models, goodness-of-fit indicators 
(such as the R-squared and adjusted R-squared) and the statistical significance of the 
estimated coefficients (p-values) were used. The p-value is interpreted as the 
estimated probability of obtaining such an estimated parameter value (or more 
extreme) if the “true” population parameter is zero. Low p-values therefore indicate 
statistically significant estimations, i.e. estimations significantly different from zero in 
a statistical sense. The R-squared can be interpreted as the proportion of the variance 
in the outcome variable explained by the model. The adjusted R-squared can be 
interpreted similarly. 

Model specifications in mathematical notations 

The model of total compliance costs – with 𝑢𝑢𝑖𝑖 denoting a random error term can be 
written as follows: 

log(𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑡𝑡𝑡𝑡𝑥𝑥 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑒𝑒 𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡)
= 𝜷𝜷𝟎𝟎 + 𝜷𝜷𝟏𝟏 × 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦 𝑒𝑒𝑒𝑒𝑠𝑠𝑒𝑒1 + 𝜷𝜷𝟐𝟐 × 𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦1 + 𝜷𝜷𝟑𝟑 × 𝑒𝑒𝑒𝑒𝑐𝑐𝑡𝑡𝑡𝑡𝑒𝑒1 + 𝜷𝜷𝟒𝟒
× 𝑑𝑑𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑑𝑑𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒 𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒1 + 𝜷𝜷𝟒𝟒 × 𝑡𝑡𝑢𝑢𝑡𝑡𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟓𝟓 × 𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑐𝑐 𝑓𝑓𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟔𝟔
× 𝑐𝑐𝑢𝑢𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒1 + 𝜷𝜷𝟕𝟕 × 𝑦𝑦𝑒𝑒𝑡𝑡𝑒𝑒 𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒ℎ𝑒𝑒𝑑𝑑1 + 𝑢𝑢𝑖𝑖 

All the explanatory variables are categorical variables, except the outsourcing which is 
linear. In the model, compliance costs are expressed in natural logarithms. After 
taking the exponential, the estimated parameters (elements of the vector 𝜷𝜷 shall be 
interpreted as a relative change in TETCC attributed to a change in enterprise 
characteristics. By relative we mean that the change is always compared to the 
absolute value of a base category in the case of the categorical variables. The 𝜷𝜷𝟒𝟒 
vector of outsourcing can be interpreted as a percentage change in compliance cost 
when the outsourcing increases by one percentage point. 

The models of the ratios were estimated in levels instead, because of the convenience 
of the interpretation of the parameter estimates. All the explanatory variables are 
categorical variables, except the outsourcing which is linear. In these models, the 
elements of the vector 𝜷𝜷 be interpreted as a percentage point change in compliance 
costs compared to a base category in the case of the categorical variables. The 𝜷𝜷𝟒𝟒 
vector of outsourcing can be interpreted as a percentage point change in compliance 
costs when the outsourcing increases by one percentage point. 

The model of the TETCC to turnover ratio can be written as follows: 

𝑇𝑇𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑡𝑡𝑡𝑡𝑥𝑥 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑒𝑒 𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡 𝑡𝑡𝑡𝑡 𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒 𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡
= 𝜷𝜷𝟎𝟎 + 𝜷𝜷𝟏𝟏 × 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦 𝑒𝑒𝑒𝑒𝑠𝑠𝑒𝑒1 + 𝜷𝜷𝟐𝟐 × 𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦1 + 𝜷𝜷𝟑𝟑 × 𝑒𝑒𝑒𝑒𝑐𝑐𝑡𝑡𝑡𝑡𝑒𝑒1 + 𝜷𝜷𝟒𝟒
× 𝑑𝑑𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑑𝑑𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒 𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒1 + 𝜷𝜷𝟒𝟒 × 𝑡𝑡𝑢𝑢𝑡𝑡𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟓𝟓 × 𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑐𝑐 𝑓𝑓𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟔𝟔
× 𝑐𝑐𝑢𝑢𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒1 + 𝜷𝜷𝟕𝟕 × 𝑦𝑦𝑒𝑒𝑡𝑡𝑒𝑒 𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒ℎ𝑒𝑒𝑑𝑑1 + 𝜷𝜷𝟖𝟖
× 𝑑𝑑𝑡𝑡𝑡𝑡𝑡𝑡 𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑒𝑒 𝑡𝑡𝑓𝑓 𝑡𝑡ℎ𝑒𝑒 𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒1 + 𝑢𝑢𝑖𝑖 

 

The model of the IETCC to turnover ratio is identical with the previous ratio: 

𝑇𝑇𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑑𝑑𝑒𝑒𝑒𝑒𝑒𝑒𝑐𝑐𝑡𝑡 𝑒𝑒𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑡𝑡𝑡𝑡𝑥𝑥 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑒𝑒 𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡 𝑡𝑡𝑡𝑡 𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒 𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡
= 𝜷𝜷𝟎𝟎 + 𝜷𝜷𝟏𝟏 × 𝑐𝑐𝑡𝑡𝑐𝑐𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦 𝑒𝑒𝑒𝑒𝑠𝑠𝑒𝑒1 + 𝜷𝜷𝟐𝟐 × 𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑡𝑡𝑒𝑒𝑦𝑦1 + 𝜷𝜷𝟑𝟑 × 𝑒𝑒𝑒𝑒𝑐𝑐𝑡𝑡𝑡𝑡𝑒𝑒1 + 𝜷𝜷𝟒𝟒
× 𝑑𝑑𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑑𝑑𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒 𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒1 + 𝜷𝜷𝟒𝟒 × 𝑡𝑡𝑢𝑢𝑡𝑡𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟓𝟓 × 𝑒𝑒𝑡𝑡𝑒𝑒𝑐𝑐𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒𝑐𝑐 𝑓𝑓𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑜𝑜1 + 𝜷𝜷𝟔𝟔
× 𝑐𝑐𝑢𝑢𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑡𝑡𝑡𝑡 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑐𝑐𝑒𝑒1 + 𝜷𝜷𝟕𝟕 × 𝑦𝑦𝑒𝑒𝑡𝑡𝑒𝑒 𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑡𝑡𝑒𝑒𝑒𝑒ℎ𝑒𝑒𝑑𝑑1 + 𝜷𝜷𝟖𝟖
× 𝑑𝑑𝑡𝑡𝑡𝑡𝑡𝑡 𝑒𝑒𝑡𝑡𝑢𝑢𝑒𝑒𝑐𝑐𝑒𝑒 𝑡𝑡𝑓𝑓 𝑡𝑡ℎ𝑒𝑒 𝑡𝑡𝑢𝑢𝑒𝑒𝑒𝑒𝑡𝑡𝑡𝑡𝑒𝑒𝑒𝑒1 + 𝑢𝑢𝑖𝑖 
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Estimation tables – WOLS regressions 

TETCC 

Table 74 presents the estimation outcomes of the model describing TETCC. 

Table 74:  TETCC – regression results 

 Estimated 
coefficient 

Standard 
error 

Enterprise size, baseline: Micro-sized 

Small-sized 0.767*** 0.112 

Medium-sized 0.940*** 0.125 

LSEs 1.746*** 0.223 

Sector, baseline: C – Manufacturing 

D - Electricity, gas, steam and air conditioning supply -0.155 0.297 

F - Construction -0.278 0.199 

G - Wholesale and retail trade; repair of motor vehicles 
and motorcycles 

-0.227 0.198 

I - Accommodation and food service activities -0.258 0.216 

M - Professional, scientific and technical activities -0.239 0.202 

Dependence structure, baseline: Standalone enterprise, not part of a group 

Subsidiary or member of a group with no 
subsidiaries/branches/permanent establishments 

-0.243 0.228 

Enterprise with subsidiaries/branches/permanent 
establishments in (EU) Member States other than your 
home country, but not the ultimate parent of a group 

-1.436*** 0.534 

Enterprise with subsidiaries/branches/permanent 
establishments in your home country, but not the ultimate 
parent of a group 

0.255 0.313 

Ultimate parent of a group 0.944*** 0.336 

Other 0.541 0.428 

Outsourcing  0.542*** 0.178 

Electronic filing, baseline: nor VAT nor CIT 

Electronic filing VAT or CIT -0.123 0.226 

Electronic filing VAT and CIT 0.286 0.206 

Cross-border trade, baseline: No 

Yes 0.515*** 0.115 

Unknown434 0.145 0.233 

Year established, baseline: after 2008 

Between 1999 and 2008 0.188 0.162 

Between 1984 and 1998 0.0928 0.164 

Before 1984 -0.145 0.199 

                                                   
434  “Unknown” category refers to enterprises not indicating whether or not they have cross-border activities. 
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 Estimated 
coefficient 

Standard 
error 

Categorical country variable included  

Constant 7.456*** 0.311 

Observations 2770 

R-squared 0.211 

Adjusted R-squared 0.209 

*** p<0.01, ** p<0.05, * p<0.1. All standard errors are robust to arbitrary forms of heteroscedasticity. 
Estimation method: WOLS. There is no perfect multicollinearity in the model. The assumptions of the model 
can be seen in the text above. 
Source: KPMG (2018). 

The model of TETCC is estimated in logarithms. This means that the estimated 
coefficients in Table 74 shall be assessed after an exponential transformation. Also, 
the impact of the categorical variables on compliance costs shall be understood in 
relative terms, i.e. compared to a reference category which is always indicated in the 
table. For instance, the estimated coefficient of 0.771 for small-sized enterprises 
means that small-sized enterprises face total compliance costs 116% higher than 
micro-sized enterprises. This figure is calculated as the exponential of 0.771 (see 
Table 74) divided by the exponential of zero, which is one. 

Overall, the model can explain 20.9% of the variance in total compliance costs. 
Enterprise size, sectors, dependence structure, cross-border trade and outsourcing all 
have a statistically significant impact on total compliance costs. The adjusted 
R-squared is similar to the Tax Survey of 2004 where the estimated models managed 
to explain about 25% of the variance in the outcome variables. 

TETCC to turnover ratio 

Table 75 below presents the results of the estimation of the model of TETCC to 
turnover ratio. As the TETCC to turnover ratio is expressed in percentages, the 
estimated coefficients shall be understood as percentage point changes in the outcome 
variable after being multiplied by 100. 

Table 75:  TETCC to turnover ratio – regression results435 

 Estimated 
coefficient 

Standard 
error 

Enterprise size, baseline: Micro-sized 

Small-sized -0.011*** 0.002 

Medium-sized -0.020*** 0.003 

LSEs -0.012* 0.007 

Sector, baseline: C – Manufacturing 

D - Electricity, gas, steam and air conditioning supply 0.002 0.004 

F - Construction -0.005 0.003 

G - Wholesale and retail trade; repair of motor vehicles 
and motorcycles -0.001 0.004 

I - Accommodation and food service activities 0.002 0.004 

M - Professional, scientific and technical activities -0.002 0.003 

                                                   
435  “Unknown” category refers to enterprises not indicating whether or not they have cross-border activities 
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 Estimated 
coefficient 

Standard 
error 

Dependence structure, baseline: Standalone enterprise, not part of a group 

Subsidiary or member of a group with no 
subsidiaries/branches/permanent establishments -0.006 0.005 

Enterprise with subsidiaries/branches/permanent 
establishments in (EU) Member States other than your 
home country, but not the ultimate parent of a group 

-0.011 0.008 

Enterprise with subsidiaries/branches/permanent 
establishments in your home country, but not the ultimate 
parent of a group 

-5.22e-05 0.007 

Ultimate parent of a group 0.004 0.008 

Other -0.006 0.007 

Outsourcing  0.003 0.004 

Electronic filing, baseline: nor VAT nor CIT 

Electronic filing VAT or CIT -0.004 0.005 

Electronic filing VAT and CIT -0.005 0.005 

Cross-border trade, baseline: no 

Yes -0.009*** 0.003 

Unknown436 -0.009** 0.004 

Year established, baseline: after 2008 

Between 1999 and 2008 -0.001 0.004 

Between 1984 and 1998 -0.003 0.004 

Before 1984 -0.006 0.005 

Turnover from external data source, baseline: no 

Yes -0.002 0.004 

Categorical country variable included  

Constant 0.0209*** 0.00602 

Observations 2 387 

R-squared 0.105 

Adjusted R-squared 0.102 

*** p<0.01, ** p<0.05, * p<0.1. All standard errors are robust to arbitrary forms of heteroscedasticity. 
Estimation method: WOLS. There is no perfect multicollinearity in the model. The assumptions of the model 
can be seen in the text above. 
Source: KPMG (2018). 

The model explains 10.2% of the variance in the TETCC to turnover ratio. As the 
adjusted R-squared is lower than it is either in the model of the TETCC or in the model 
of IETCC to turnover ratio, we can say that the total relative burden is more difficult to 
explain by this set of explanatory variables than the other two measures of the burden 
of enterprise taxation. Enterprise size and cross-border trade have a statistically 
significant impact on the relative burden of enterprise tax compliance. While the sector 
dummies are jointly statistically significant, i.e. including them in the model 

                                                   
436  “Unknown” category refers to enterprises not indicating whether or not they have cross-border activities. 
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significantly increases the proportion of variance explained, individually they are not 
statistically significant. The dummy variable indicating whether or not data from the 
enterprise databases was used regarding turnover is statistically not significant. 

IETCC to turnover ratio 

Table 76 below presents the results of the estimation of the model of IETCC to 
turnover ratio. As the IETCC to turnover ratio is expressed in percentages, the 
estimated coefficients shall be understood as percentage point changes in the outcome 
variable after being multiplied by 100. 

Table 76:  IETCC to turnover ratio – regression results437 

 Estimated 
coefficient 

Standard 
error 

Enterprise size, baseline: Micro-sized 

Small-sized -0.000 0.001 

Medium-sized -0.004*** 0.001 

LSEs -0.004*** 0.001 

Sector, baseline: C – Manufacturing 

D - Electricity, gas, steam and air conditioning supply 0.001 0.001 

F - Construction -0.000 0.001 

G - Wholesale and retail trade; repair of motor vehicles 
and motorcycles 0.001 0.001 

I - Accommodation and food service activities 0.002* 0.001 

M - Professional, scientific and technical activities -0.001 0.001 

Dependence structure, baseline: Standalone enterprise, not part of a group 

Subsidiary or member of a group with no 
subsidiaries/branches/permanent establishments -0.001 0.001 

Enterprise with subsidiaries/branches/permanent 
establishments in (EU) Member States other than your 
home country, but not the ultimate parent of a group 

-0.005** 0.002 

Enterprise with subsidiaries/branches/permanent 
establishments in your home country, but not the ultimate 
parent of a group 

-9.42e-05 0.001 

Ultimate parent of a group 0.008 0.006 

Other 0.006 0.004 

Outsourcing  -0.002** 0.001 

Electronic filing, baseline: nor VAT nor CIT 

Electronic filing VAT or CIT 0.003* 0.001 

Electronic filing VAT and CIT 0.002* 0.001 

Cross-border trade, baseline: no 

Yes -0.001** 0.001 

Unknown438 0.001 0.002 

                                                   
437  Number of observations lower than 2 500 because item non-response was higher in the case of the 

relevant questions. 
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 Estimated 
coefficient 

Standard 
error 

Year established, baseline: after 2008 

between 1999 and 2008 3.10e-05 0.001 

between 1984 and 1998 -0.000 0.001 

before 1984 -0.001 0.001 

Turnover from external data source, baseline: no 

Yes -0.002** 0.001 

Categorical country variable included  

Constant 0.001 0.001 

Observations 2 231 

R-squared 0.211 

Adjusted R-squared 0.208 

*** p<0.01, ** p<0.05, * p<0.1. All standard errors are robust to arbitrary forms of heteroscedasticity. 
Estimation method: WOLS. There is no perfect multicollinearity in the model. The assumptions of the model 
can be seen in the text above. 
Source: KPMG (2018). 

The model explains 20.8% of the variance in the IETCC to turnover ratio. Enterprise 
size and cross-border trade have a statistically significant impact on the relative 
burden of IETCC. Also, enterprises in the accommodation and food services sector 
seem to be more burdened by IETCC than enterprises operating in the manufacturing 
sector. While the sector dummies are jointly statistically significant, i.e. including them 
in the model increases the proportion of variance explained, individually they are not 
statistically significant except for the accommodation and food services sector. 

As the dummy variable indicating whether or not data from the enterprise databases 
was used regarding turnover is statistically significant, we can say that there is 
statistical evidence that self-reporting turnover leads to higher estimated ratios: 
controlling for differences in the characteristics of the enterprises and unobservable 
country and sector effects, the TETCC to turnover ratio of an enterprise is 0.18% 
smaller if data from enterprise databases was used in the estimations. As stated 
earlier in the Study, we estimated that the IETCC to turnover ratio for the average 
enterprises was 0.5%. We can safely say, therefore, that this difference is not only 
statistically significant but also substantial. 

  

                                                   
438  “Unknown” category refers to enterprises not indicating whether or not they have cross-border activities. 
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