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-j: What Does Tax ‘Harmonization Mean?

« Harmonization of ndirect taxes e. AT and duties

« Harmonization In direct taxes e. income tax and corporation tax
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The Theoretical ‘Background of The
‘Harmonization flrgument
« In a world of capital mobility savers and investors act on an nternational market.

e Taxation is inefficient. it would be superior o tax immobile factors of Production nstead of
mobile capital.

o What haPPens i savings instead of investment are taxed?

« Governments choose tax harmonization instead of tax competition.




Tax Policy Coordination in The U From The

‘Harmonization of customs and indirect taxes

Indirect taxes, fike value added tax, excise duties and customs are
levied on the turnover of Products or services; therefore, these
levies are able to hinder the free cirevlation of the Pmductﬁ and
services in an nternal market established by the EEC.
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‘Harmonization of direct taxes

drect tawes {pcr-aor\al income tax, corporate incore +ax),
capital tax and social security contrbution should be Pa'd on
Neome and caP]t.‘J'I flows, a6, these mMay prevent the free
Movement of persons (nartural o-.—ju.r]:hca'l] and the free
moverent of the caP'utaL




