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TThe article analyses how sharply taxation prin-
ciples contrasted with practice for the last 18 
years in Hungary and what changes in the tax 
system were brought about by this contrast 
down the line. The issue of taxes is topical be-
cause growth has started, and falling interest 
costs and the whitening of the economy bring 
extra revenues1 which can reduce excessive tax 
levels. In doing so, we need to know where the 
shoes pinch most – that is, the reduction of 
which taxes is the most pressing. In my article, 
I also compare Hungarian taxes with the taxa-
tion of other countries in the region. finally, 
I will briefly explain how competitiveness is 
influenced by Hungarian VAT and PIT.

Methodology

I based my analysis on the logic that in the 
case of the main taxes established in Europe, 
it is possible to demand an account of the ex-
plicit or unspoken principles in the tax poli-
cies of each country. Although the policy also 
creates strong expectations in some cases,2 
the main contours of taxes are largely shaped 
by annual budgets. These are often created in 
a state of emergency and may differ materi-
ally from the rational or publicly disclosed 
principles.

It helps to understand the changes in each 
tax category if there is a standard to which 
Hungarian burdens can be compared. I con-
sidered the Western European countries as 
a measure regarding VAT. In terms of PIT, 
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in addition to the progressive taxation of 
Western Europe, I also assessed the Eastern 
European countries that introduced flat-
rate PIT as a possible alternative. I follow 
the main junctions of the 29-year history in 
Hungary of the two tax categories – as part 
of which I examine the specific tax rates in 
both tax categories. During the regional 
comparison, I relied on studies on the tax 
structure, written in English. The data were 
derived from the Eurostat, Hcso database, 
and the database of the oEcD website for 
tax wedges.

Due to volume constraints, I did not deal 
with other tax categories in detail, although 
there are conclusions to be drawn from ana-
lysing flat-rate vs. progressive taxes or social 
security deductions and gains tax, as present-
ed, for example, by Giday in the case of social 
security deductions (2012).

FActors InFluencIng the structure 
oF tAxAtIon And the extent  
oF tAx burdens In neIghbourIng 
countrIes

Weight of the grey economy
If the weight of the grey economy is high, then 
a more moderate load is appropriate for whiten-
ing in the case of burdens on labour. However, 
with the taxation of consumption, income 
from the grey economy can be partially in-
volved in state funding as well. A good exam-
ple is croatia, but in part Romania as well.

Wage levels
In this respect, slovenia is markedly distinct 
from other countries. Due to higher wage lev-
els, slovenes are more tolerant of progressive 
tax rates. This is partly true in croatia due to 
the average salary of EuR 1,000–1,100 that 
has been stable for one and a half decades – 
for those who have a job.

Economic structure
In the case of the significant role of tourism, 
foodstuffs being subjected to standard tax 
rates can also bring in a lot of money (croa-
tia, Bulgaria). If the weight of individual sec-
tors that are more difficult to tax is high, then 
greater emphasis is placed on the taxation of 
consumption.3 If the ratio of the processing 
industry is high, the grey economy is smaller, 
so there is no need for high excise taxes (czech 
Republic).

Percentage of those working  
in the West
If many people are working abroad, then a 
higher level of tax on consumption is com-
mon in the sending countries, because they 
also want to tax money brought home.4

Indebtedness
Where a state is heavily indebted, the real in-
terest burden justifies higher tax revenues. In 
Hungary, due to the Kádár heritage, in croa-
tia, due to the war and the motorway construc-
tion, the GDP-to-state interest burden ration 
exceeds that of the other countries of the re-
gion by about 1.5 per cent. If someone were 
to translate this difference into the language of 
VAT rates, then VAT rates about 5 percentage 
points higher would be needed.

The country’s advertising tool
some small, newly born countries have also 
used taxation to raise awareness of their ex-
istence. In this regard, it is “newsworthiness” 
that really counts, not economic content.

  of course, this also requires a target audience. 
for Baltic countries, this was Russia. It was a 
special feature of slovakia that it had invented 
a triple flat-rate tax.5 The “project” was success-
ful, affecting the Eu (after 5 years they were 
admitted to the euro zone), foreign direct in-
vestment rose.
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PersonAl IncoMe tAx

Taxation principles

Fair sharing of public dues
This principle does not have an exact defini-
tion, but it is generally accepted that account 
must be taken of the taxpayer’s position and 
their ability to pay. However, this does not con-
tradict the fact that all employees pay some tax 
(that is, their first forints are also taxed) – be-
cause this way they can see that “it is them who 
are supporting the state” (and not vice versa).

Children, family
It is important that burdens are less for those 
raising children. Many countries use apply 
this principle, easing the burdens if the spouse 
(life partner) has a lower income.

Uniformity
Tax is uniform (namely, it applies to everyone 
equally), and the tax category subject to annual 
settlement is the PIT (i.e. no monthly tax).

Wage competition
In the Visegrád region, a new aspect must also 
be taken into account as of 2011. Namely, the 
wage competition with the West. It is desirable 
that the burdens on wages prompt job searches 
in the West as little as possible. This is espe-
cially important for those who are more mobile 
in this regard – they are more talented in their 
profession and also speak foreign languages. In 
a significant proportion, this is precisely the 
circle that would be subject to by higher-than-
average progressive PIT. This is why the boo-
merang effect can also come into play.

  Today, one tenth of working Hungarians en-
rich the country that hosts them with their 
taxes, resulting in fewer resources of support to 
the poorer in their home country (as a result of 
their departure).

The purpose of reducing taxes on labour 
could be well linked with social security fis-
calisation6, which could be first effected in 
healthcare.

The structure of  the PIT tax rate 
considered to be relevant

There have been two examples in the past  
3 decades.
uIn the second half of the 1980s, the ex-

ample to follow was essentially set by conti-
nental Europe. Here, the outcome of the reg-
ulations by alternating social democratic and 
right-wing governments was a powerfully pro-
gressive tax. However, this did not bring about 
very high burdens. They did not because, by 
way of tax allowances, they encouraged the 
consumer structure that they considered to be 
correct. for example, housing, education, etc. 
were priority objectives. However, the image 
of Western European progressive tax is only 
complete if we note that:

•	where it was used for about 3 decades, 
money was typically stable and there were 
inflation periods for only 2–3 years,7

•	there were 1–2 decades after the war 
(still before the high progression) when 
anyone who wanted to and was able to 
do so could acquire the adequate wealth 
by complying with tax rules. In essence, 
stronger progressivity was introduced af-
ter a capital accumulation period. (In ad-
dition to the fact that they did not take 
away their fortune as they did in our case 
in 1948).

since then, this model has been “tamed”, 
and in contrast with previous, disturbingly 
high upper rates of 60–80 per cent, even rates 
of 50 to 55 per cent are seldom seen or are 
applied only above a very high income. At 
the same time, the scope of tax allowances has 
narrowed on the other side.
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vBy the mid–1990s, a new PIT model 
emerged in some countries of the former 
Eastern Bloc compared to the Western Euro-
pean tradition. It was introduced in the Bal-
tic states (1994) and was only really noticed 
when Russia also adopted it (2001). This tax is 
a flat-rate tax, and breaks with the progressive 
nature of taxation. They believe it is impor-
tant that taxation become generally accepted 
(the previous regime has not even heard of it) 
and the new tax apparatus be able to handle 
the situation brought about by millions of 
new taxpayers.

The reader may wonder why I do not just 
consider Western countries as examples. The 
answer is simple: every tax is worth as much 
as the funds collected from it. for the former 
socialist countries, the acceptance of taxation is 
a more important aspect than complying with 
a more abstract principle (often advocated by 
external actors). from this point of view, of 
course, a moderately two-rate tax could also be 
considered. The only problem with this is that 
it is quite hard to find such an example in our 
surroundings. Most of the two-rate taxes cur-
rently applied in our region can be considered, 
using a simple term, to be “seemingly two-rate” 
systems.8 The highest rate only applies in case of 
2–3 times the average income, and as such only 
affects 2–7 per cent of taxpayers. on the other 
hand, what I would regard as a civilised two-
rate system is one that would represent a higher 
burden for 15 to 20 per cent of taxpayers, but 
only moderately (where, for example, the tax on 
income in the upper tax bracket is at the most 
7–9 per cent higher than the lower tax rate).

Hungary

Deviation from the principles  
after introduction
In Hungary, PIT was introduced from 1988 
(well before other countries in our region). Its 

special feature was that wages were mandato-
rily grossed beforehand. so it did not impose 
a major additional burden on taxpayers in the 
first year. At the time, 13 per cent of income 
was deducted on average, with revenue-to-
GDP being 3.5 per cent. Another aspect at the 
time of introduction was that in 1988–1992:

•	social security and other burdens were 
high from the outset, over 50 per cent, in 
proportion to wages, and the PIT burden 
was added to the tax wedge that was 40 
per cent to begin with,

•	the administration managing wage in-
crease as one of the major threats (such as 
those responsible for former wage regula-
tion) still had a perceptible influence.

In 1989–1990, the tax schedule was not 
pushed up significantly by inflation, but only 
moderated here and there. for this reason, 
the tax burden doubled in 3–4 years. soon, 
even those at the average earnings level slipped 
into the upper tax bracket of around 40 per 
cent as well, which means that the marginal 
tax wedge reached over 70 per cent for a wide 
stratum (due to 40–50 per cent of social secu-
rity burdens on wages).

In this inflation period, earnings only re-
tained their real value if wages were raised 
yearly by substantially more than the increase 
in prices because the progressiveness of tax 
took away increasing amounts of money. 
Thus, labour costs were increased by PIT to 
such an extent that inflation itself became one 
of the most important spin-offs in our coun-
try in the 1990s.

only 2 out of 20 years were milder as to 
their inflationary nature – because average in-
come had not yet slipped into a tax bracket 
of around 40 per cent. one such year was 
1993 (the rate was 30 per cent), but this was 
all at the expense of the VAT system. (The 0 
per cent VAT on foodstuffs had risen to 9 per 
cent). The other such year was 1999 (32 per 
cent rate), but that was the time when the 
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health care contribution value burdening em-
ployment as head tax was increased.

In 1995, the child allowance was discon-
tinued, and from 1996 onwards, uniformity 
also fell. A dual tax schedule was introduced: 
tax was different for employees and for entre-
preneurs.

The function of PIT can only be adequately 
evaluated if we know how much social secu-
rity burdens were in the same period. The ef-
fect of Hungarian income tax led to distor-
tions (also) because the value of contributions 
and other non-tax burdens compared to wages 
was 55–60 per cent up until 1998, but did not 
fall below 45 per cent in the following decade 
either.

PIT was more complicated than necessary 
for two reasons:

•	due to the “lowering” of employee benefits,9

•	the highest tax bracket was introduced 
well below the average income.

The reasons behind these two factors can 
be well illustrated by mathematical correla-
tions. If one wants to collect 15 to 20 per cent 
of earnings (i.e. 7.5 per cent of GDP) while 
maintaining a tax-free status on approx. half 
of the total wage, the average tax rate must be 
35 to 40 per cent. The latter can be reached 
with a higher rate that is still presentable (say 
not reaching 50 per cent) if the lower tax rate 
applies only in a narrow bracket and gives 
way to the highest rate. But even then, the 
tax authorities still have to rely on the sig-
nificant income they can achieve by lowering 
employee benefits.10 so, naturally, the system 
became complicated. Due to the enforcement 
of the employees’ allowance, in the event of 
a change in jobs, a certificate from the pre-
vious workplace had to be presented on the 
amount of earnings, and what was deducted 
therefrom and what was not.11 In spite of the 
formally two tax rates, for example, in 2008, 
in fact, the rate of burdens differed in 7 in-
come ranges.

The hunger for revenues of the fiscal authori-
ties was also enforced. for example, following 
the principle “next year you must prove that you 
were entitled to lower burdens”, the highest tax 
rate has been levied on other sources of income.

If we examine who had vested interest in 
inflationary high burdens and those promot-
ing grey economy after 2002, for example, 
the following can be said. The high tax-free 
bracket (from 2003) was beneficial for low 
earners.12 The application of the upper tax rate 
at a low income level and the burden lowering 
employee benefits was important because of 
the revenues. This way they hoped to avoid 
an increase of the pension contribution (due 
to the 13th month’s pension, higher widow’s 
pensions, etc.). It is worth mentioning that 
progression was beneficial for the influx of 
foreign capital: this way there was less concern 
about competition from the strengthening 
middle classes. In addition, finding the cov-
erage for interests payable to foreign lenders, 
etc. was also an aspect.

  The IMf is a good example of this. During 
the crisis management of the past 8–9 years, in 
respect of many of the countries in trouble, the 
IMf only wanted to provide funds if the given 
country was willing to abandon flat-rate PIT 
(ukraine, Romania, Latvia, serbia). In many 
cases it was unable to achieve this.

The flat-rate PIT in Hungary

The Hungarian measure (of 2012) was unique 
in the sense that a significant reduction in 
revenues was also among its goals.13 In other 
countries, the scope of the upper rates was de-
creased in a way that still left the mass of rev-
enues relatively unchanged. Another unique 
feature of the Hungarian system is that all in-
come is taxed and only amounts retained for 
the raising of children are exempt from tax.
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The flat-rate PIT was an answer to the com-
plicated system prevailing for 7–8 years be-
fore. critics of the flat-rate tax emphasise two 
things. one is that the wealthier people have a 
substantial amount left at the transition. The 
other is merely a critique of principle (those 
who are more affluent, should pay more). The 
former is a fact.14 The problem regarding the 
latter is that tax is paid not in principle, but 
on the basis of specific tax schedules. That is, 
criticism should only be considered if it can be 
formulated in a tax schedule that has no strik-
ing downsides.15 of course, this is only pos-
sible if the lower tax-free bracket is not wide 
and/or no more than 3.5–4 per cent of GDP 
is intended to be collected by this tax category 
(for example, VAT is increased instead).

Tax wedge

The attached Figures 1 and 2 show the trend of 
average and marginal tax wedges from 2000 in 
the case of persons earning 100% of the aver-
age wage in 4 countries.

In Hungary in the mid–2000s, the average 
tax wedge was also well above the others, and 
the approximately 70 per cent value of the 
marginal burden rate was significantly higher 
(by 15–25 percentage points) than that of the 
other countries.

In the other Visegrád countries, the differ-
ence between average and marginal rates was 
also only 4–7 percentage points in the years 
after 2000. This was less inflationary. Thus, in-
flation died down more quickly there than in 
Hungary. In addition, in the years after 2004, 
their PIT systems were reorganised:

•	they either used a system where tax rates 
resulting in high tax wedges are only ap-
plied well above the average income level 
(Poland)

•	or they switched to flat-rate tax (czech 
Republic, slovakia).16

In our case, a major change took place only 
years after the others, with the transition to 
the flat-rate system in 2012.

The PIT systems of the other Visegrád 
countries are well characterised by examin-
ing what their application in Hungary today 
would result in. for further information, 
please refer to Tables 1–2.17

If we took over the slovak tax schedule, 
the income would be half of what we have 
today. Because of the lower tax-free income, 
almost half of the tax base would be lost. The 
somewhat higher lower tax rate18 would com-
pensate only a for small part of this, and the 
amount of the additional tax due to the upper 
tax rate would only represent moderate rev-
enues (Huf 80 billion/year).
In the case of the czech PIT chart, the 

revenue would also drop to 50%. Here again, 
a large item would be removed from the tax 
base due to the Huf 100,000 monthly tax-
free income, and this would be replaced only 
by a small fraction by the surplus due to high-
er tax rates.19

In the case of a transition to the PIT of the 
two czechoslovak successor states, the amount 
of money received by those not raising chil-
dren would increase by 15,000 per month 
(due to the high tax-free band). As this would 
be received by everyone, burdens would only 
be higher than the current level above an earn-
ings level of Huf 500,000 (czech Republic) 
and Huf 950,000 (slovakia) per month, 
despite the somewhat higher tax rate.20 The 
latter value would be Huf 1,200 thousand/
month in case of a transition to the Polish tax. 
In other words, those who favour the concept 
of equation would not really be able to “ran-
som” the more affluent. Another flaw of the 
possible application of the two countries’ PIT 
systems would be the necessity to raise already 
high Hungarian VAT by about 3–4 percent-
age points to replace lost revenue.

With the use of Polish PIT, the tax burden 
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Figure 1

Comparison of average tax wedges in 4 Countries, for persons with average 
earnings, and with no Children

Source:  oecd, own calculation

Figure 2

Comparison of marginal tax wedges in 4 Countries, for persons with average 
earnings, and with no Children

Source:  oecd, own calculation
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Table 1

differenCes in pit systems

hungarian, 

progressive rate 

pit

hungarian,  

flat-rate pits

other  

flat-rate

tax-free band high none yes

Intention to reduce taxation at the time of 

transition

yes (2–2.5% of gdP) only to a small extent at most

Marginal tax wedge on average income between 63% and 

77%

46%* does not exceed 50%

Marginal tax wedge at 167% of average 

income

Above 60% 46%* does not exceed 50%

Is it required to pay other taxes within 

PIt beyond the tax rate?

no no

(similar to cZ, sK)

Many of the non-Visegrád countries 

gradually “dialled down” the lower 

tax allowance

can the pension-purpose contribution be 

deducted from the tax base?

no no (similar to cZ) generally yes

does it burden pension? no no In Poland, yes, and among the non-

Visegrád countries: ro, sl, cr

how much revenue does the tax bring in? 7% of gdP 5% of gdP 2.5–3.5% of gdP

Allowance after children only from 3rd 

child**

yes yes

Note: *2017 value, ** not for just 1 or 2 children

Source: own editing based on oecd and tax guidelines data

Table 2

major values   of tax sChedules (v4)

Country lower tax 

rate

upper tax rate lower tax rate 

band

upper tax rate 

band

Child discount

% % huf thousand/

month

huf thousand/

month

huf/child/month

czech republic 15–(20) 22 (28) 115–900 900– 11–15 (19)

hungary 15 15 everywhere 10–15 (33)

Poland 18*** 32**** 20–510 510– 7

slovakia 	 19* 	 25** 105–900 900– 7

Notes:
•	 In the czech republic, value projected to gross wages in brackets

•	 Virtually  *16.5% and **22%
•	 comparable with the hungarian system, a burden of only about ***8% and only about ****20%

Source: own editing based on oecd and tax guidelines data
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would be reduced by half for earners of less 
than Huf 510 thousand per month (primar-
ily because of the items deductible after social 
security contributions, the lower deductible 
items per person would increase this). Pay-
ments would be about 5 percentage points 
higher than the present Hungarian 15% tax 
after the part of income in excess of Huf 
510,000 Huf per month, but they would 
only reach the value of the Hungarian tax 
burden at the Huf 1,200,000 monthly level. 
family tax allowance would be reduced to half 
on average. At the same time, with the Polish 
system, it would also be necessary to pay PIT 
for pensions.

In my opinion, for the sake of future public 
financing, instead of the fiery PIT arguments, 
it would be advisable to operate PIT for a few 
years without any drastic changes, to have it 
“rest” for a while. Because there may be a dif-
ferent possibility of taxation if the (declared) 
net average income is already around 900 
euros21 and the system of income placed in 
pockets is driven back. once we become ac-
customed to this, then it may be worth think-
ing about a change. until then, the tax system 
will be largely determined by low national 
wage levels – as our calculations have shown.

VAt

The example

VAT is a witty form of taxation, invented by 
a french expert and introduced in his coun-
try in 1954. It represents a start of a new era 
in taxation, just as double-entry bookkeeping 
in corporate accounting. Its elegance is illus-
trated by three characteristics. firstly taxpay-
ers check each other instead of being checked 
by tax collectors (because they request invoic-
es from their suppliers). secondly, those who 
do not pay VAT still pay the tax for inputs. 

Thirdly, the accumulation of tax is impossi-
ble in the system. following its application in 
the common market, it was introduced as the 
cornerstone of turnover taxation worldwide. 
VAT would also deserve the Nobel Prize in 
Economics. The fact that this has not hap-
pened thus far could have two reasons. on 
the one hand, it has not been adopted in the 
us, a dominant player of the economy.22 on 
the other, globalisation and the financial mafia 
has targeted the Achilles heel of VAT – the tax 
refund for exports.

for a country just trying to break away from 
socialism, it seemed only practical to follow 
the VAT of continental European countries in 
turnover taxation. In these countries, in con-
trast to the relatively higher rate imposed on 
normal goods, foodstuffs were only subject to 
half or third of the rates, and the tax rate on 
medicines, accommodation services and press 
products was low as well. A significant por-
tion of the services also ended up here.23

VAT in Hungary

our country introduced VAT far sooner than 
the other countries of the region, in January 
1988. The system applied on the continent 
was viewed as the example to follow.

The introduction of the tax category also 
had an impact on the reduction of consumer 
price supplements in place until then, and 
the massive subsidies to meat and milk (and 
their derived products) ceased. As a decrease 
of large-scale taxation of profits was calcu-
lated with, the normal tax rate was high (25 
per cent). The basic foodstuffs were either not 
subject to VAT or the tax rate was 0 per cent.

In Hungary, the VAT on foodstuffs has 
been raised again and again in the last two and 
a half decades. As a result of the Bankruptcy 
Act (1 January 1992), which may also be re-
ferred to as “hara-kiri”, a quarter of the econ-
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omy was subjected to bankruptcy or winding-
up proceedings, with state revenues falling to 
a significant extent. for this reason, VAT was 
levied on foodstuffs as well in 1993, with a 
tax rate of 6 per cent initially (January) and 
then 10 per cent (August). subsequently, as a 
prelude to the Bokros programme, this bur-
den was further increased from January 1995, 
this time to 12 per cent.

In the early and mid–2000s, the other big 
misalignment occurred. In order to cover al-
lowances for the 13th month, in 2004 the 
VAT on foodstuffs was raised, with the rate 
of burdens this time raised to 15%. In Janu-
ary 2006, the standard rate was reduced to 20 
per cent. It quickly became clear that the tax 
reduction effort was not really effective, with 
only half of the VAT cuts reaching consum-
ers.24 After the election, the VAT of foodstuffs 
was raised from 15% to 20% in september. 
In addition, following the speculative attack 
on the country, in order to reduce the defi-
cit, the excise tax rate had to be increased in 
2009, bringing the standard rate once again 
to 25 per cent. At that time, they made the 
slight concession regarding foodstuffs that the 
tax rate on bread and milk and dairy products 
was reduced to 18 per cent.

Analyses performed in the 1990s suggest 
that the lower VAT rate on foodstuffs was 
beneficial for lower earners. Due to the Hun-
garian VAT increases, the weight of foodstuffs 
in the consumer basket remained high. In this 
price-sensitive medium, multinational shop-
ping malls used certain food items products to 
attract customers, often from imports.25 for 
this reason (as well), several waves of liquida-
tion (e.g. in 2004 and then in 2009) swept 
through our food industry.

VAT revenues were severely reduced by the 
error of the simplified business tax (“EVA”) that 
VAT was reclaimable thereafter by companies 
accepting invoices of EVA companies (first 20 
per cent and then 25 per cent). In 2007, for ex-

ample, the gross revenues from EVA amounted 
to Huf 140 billion, but only a third of that 
was actual effective revenue.26 The need for 
revenues of the pre–2010 government is well 
indicated by the fact that in 2008 the Eu had 
to force this government to allow companies to 
only pay VAT on actually received revenues.

At the time of the repeated downturn wave 
of the “W” shape of the recent crisis, the gov-
ernment raised the standard rate to 27 per 
cent (meaning that this also applied to the 
vast majority of foodstuffs). The situation was 
made even more difficult by the government’s 
introduction of a transaction tax in its bat-
tles with the banks (2014), which the latter, 
for the most part, passed on to their custom-
ers. so nowadays, this also burdens turnover 
by tax, and its value of Huf 160 billion per 
year27 is about the same as the impact of the 
1.5% to 2% VAT.

The outcome of the process is that
•	on the one hand, Hungary has the highest 

VAT on the continent (27 per cent).
•	on the other hand, VAT has almost be-

come a flat-rate tax.28

This was all the result of ad hoc financial 
decisions – with actually none of the political 
trends claiming, neither in principle nor as a 
programme, that high VAT should be imposed 
on the sale of foodstuffs. Not to mention that 
the high burden imposed on foodstuffs result-
ed in a 30 per cent increase in non-declared 
turnover.29

from 2015, the government begun to nar-
row the tax rate for some products and servic-
es.30 VAT revenues were significantly increased 
by the introduction of online cash registers 
linked to the National Tax and customs Ad-
ministration (by Huf 150–200 billion in 
2014 according to the Ministry of Econo-
my31) (the role of this in the whitening of the 
economy is emphasised by Varga 32), followed 
by the use of the Electronic Public Road Trade 
control system (EKÁER) in transport.
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VAT structure in neighbouring countries

Flat-rate vs progressive rate
At the time of the introduction of VAT, many 
Western experts visited the countries of the 
region. What fell on deaf ears at home, they 
were able to say here. for example, how nice it 
would be if VAT was a flat-rate tax. This mis-
leading propaganda did have its consequence 
down the line: when slovakia wanted to show 
that it was no longer part of czechoslovakia, 
they even made VAT a flat-rate tax to get 
themselves noticed (2004).

If we look at who benefits from flat-rate 
VAT in the region, importers and large stores 
should be mentioned first and foremost. If 
people save on expensive food, they can be 
better persuaded to purchase electronics, etc. 
devices, inferior quality chinese clothing and 
household items.

The Eu stipulates that the standard VAT 
rate should be at least 15% and expects there 
not be a large number of tax rates. The in-
troduction of preferential VAT rates should be 

agreed in advance with the Eu. After a lengthy 
internal debate, the Eu wants to move on to 
a new practice as far as the 0% export rate is 
concerned. The essence of this new system is 
that VAT on export can only be retransferred 
to the given company once the foreign buyer 
has already paid the VAT content of the pur-
chase price.

one measure of the efficiency of taxation 
is the proportion of the grey economy. for 
VAT, the Eu annually estimates the size and 
proportion of unpaid VAT. Table 3 shows the 
ratio of uncollected VAT in neighbouring 
countries.33 Hungary is in the mid-range of 
the pack and in 2014 there was a significant 
improvement.34 The percentage of uncollected 
VAT is high in Romania and slovakia. A study 
by the slovak Ministry of finance35 estimated 
a couple of years ago that uncollected VAT 
could be reduced to half by more efficient tax 
collection. The surplus VAT revenue gener-
ated by our programme launched has reached 
1% of their GDP. It is important to emphasise 
the relatively effective VAT collection activity 
of the Western Balkan countries. In order to 

Table 3

ratio of unColleCted vat, per Cent

2013 2014

bulgaria 16.23 19.83

czech republic 19.80 16.14

croatia 8.67

latvia 25.69 23.42

lithuania 38.61 36.84

hungary 22.24 17.95

Poland 25.38 24.60

romania 34.49 37.89

slovenia 6.57 8.30

slovakia 32.80 29.97

Source: study (2016), p. 70



 focus – Tax, as a social Policy Instrument 

138  Public Finance Quarterly  2017/2

tax tourism in croatia, which is a key sector 
of the country, Zagreb is doing everything 
in its power,36 so there is little hidden VAT. 
slovenia’s indicator is also excellent, and does 
not exceed 10 per cent for serbia either. In 
Bulgaria, the system of online cash registers 
was introduced a few years prior to the intro-
duction in Hungary, and it slightly improved 
the situation. The deterioration of the Polish 
indicator is surprising.

Table 4 shows the internal structure of the 
VAT system of the Eu 27 in 2014. The rate 
gap shows what percentage of the total VAT 
base is represented by goods that are taxed at a 
lower tax rate than the standard rate. The ac-
tionable exemption gap shows what percent-
age of the total VAT base is represented by 
goods that are exempt from VAT in addition 
to the absolutely necessary exemption.

The weight of goods with a tax rate lower 
than the normal tax rate in the older conti-
nental Member states was 12 per cent, while 
in france and Germany it was 10 per cent and 
9 per cent, respectively. In fact, of the oldest 

Eu–15 countries only Denmark applies flat-
rate tax, and of the new ones these are Estonia, 
slovakia (1.7%) and Bulgaria (2.8%). Nearly 
flat-rate is Hungary37 (3.3 per cent) and croa-
tia (4.1 per cent), but the czech Republic (5.8 
per cent) is not far from this either. for food-
stuffs, there is no discounted VAT rate applied 
at all in Denmark, Lithuania, Bulgaria, Esto-
nia and slovakia.

The second column in the table shows the 
scope of exemptions granted beyond the VAT 
exemptions viewed as strictly justified by Eu 
experts.38 In this respect, the differences are 
smaller. In the Visegrád countries (with the 
exception of the czechs), their ratio is slightly 
above the average.

It is worth mentioning that a significant 
part of the VAT revenues (30 per cent) is not 
derived from consumption. Within this range, 
the ratio of taxes on purchases of VAT-free ac-
tivities39 and VAT on public, retail, etc. invest-
ments is roughly 60:40. In other words, nearly 
one-third of the revenue is generated by the 
state’s own taxation [this is a relatively high ra-

Table 4

vat wedges, 2014

rate gap difference exemptions

bulgaria 2.84 4.60

czech republic 5.82 5.03

croatia 4.09 7.82

hungary 3.34 11.25

Poland 15.86 12.60

romania 2.88 6.04

slovakia 1.65 10.47

slovenia 11.30 9.37

germany 9.07 7.24

France 9.97 8.30

eu27 5.32 9.53

Source: study (2016), p. 53
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tio, which is due to a significant level of public 
investments, see Giday (2015)].40 It may be 
noted that one fifth of the VAT collected for 
retail consumption is collected in the Treasury 
for goods for which other taxes are also levied 
by the budget (fuels, spirits, tobacco products, 
goods subjected to ‘chips’ tax)41. A further sev-
enth is for goods where pricing is strongly in-
fluenced by the state (medicines, energy, water 
supply, etc.)

Consumption subject to VAT competition

Table 5 shows how much of the total amount of 
foreigners’ consumption of about Huf 1,600 
billion was spent on foodstuffs, beverages and 
other goods (the latter does not include fuels) 
in 2015. The Huf 154 billion of food con-

sumption they purchased gave 4.2 per cent 
of domestic turnover, while for other goods 
the weight of their Huf 318 billion spending 
was42 13.4 per cent. Among these foreigners, 
one-day travellers for non-tourism purposes 
are familiar with the price conditions of an-
other country and on account of travelling by 
car they also have space to buy products. They 
provide 2/5 of the above-mentioned 4.2 per 
cent and 13.4 per cent turnover ratios, i.e. they 
generate purchases worth Huf 200 billion 
per annum. If we add the money spent during 
one-day trips of outbound Hungarians (see 
Table 7), then domestic VAT and foreign VAT 
are strongly competing with each other to the 
extent of the amount of Huf 275 billion per 
year. for about the same amount of turnover, 
one additional aspect for buyers is whether the 
product is more expensive at home or abroad. 

Table 5

Consumption of foreigners in hungary, 2015

not for tourism purposes  for tourism purposes
all  

travelsone-day 

trips

multi-day 

trips

total 

travel

one-day 

trips

multi-day 

trips

total 

travel

huf billion huf billion huf billion huf billion huf billion huf billion huf billion

Food, beverages 69 8 77 13 64 78 154

other articles 127 13 140 18 160 178 318

Total consumption 295 78 373 91 1,145 1,235 1,608

Source: hcso

Table 6

outbound travels, 2015

for one day travels

huf billion

for several days travels

huf billion

aggregate

huf billion

total expenditures 103 354 457

         of which: Food, beverages 24 31 55

Other articles 51 93 144

Source: own editing
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Due to VAT, Hungarian spending is now at 
a disadvantage, which means reducing taxes 
would increase turnover, thereby taxes, trade 
margins, and food production as well.

The disadvantages of today’s high VAT:
•	attracts the underworld of international 

tax evasion,
•	encourages cross-border shopping in the 

neighbouring country,
•	high VAT on foodstuffs is one of the rea-

sons for the sharp decline of our food in-
dustry and the stagnation of agriculture,43

•	the liquidity of companies is burdened by 
the fact that they have to find coverage for 
VAT under reclaim.

Hopefully the state will also divert a sig-
nificant part of surplus resources arising from 
growth and the whitening of the economy to 
the reduction of VAT, for foodstuffs in partic-
ular. This would also help ensure that today’s 
wage increases do not lead to a jump in the 
inflation rate. If the VAT rate was reduced to 5 
per cent for basic foodstuffs, it would result in 
a Huf 200 billion gross revenue loss, but one 
third of it would be recovered on account of 
reduced tax evasion. The measure would thus 
cost Huf 130 billion net.44

The situation is further complicated by the 
fact that the 27 per cent rate is also extraor-
dinary, and should also be reduced (not to 
mention the transaction tax). The return to 
the 25 per cent value could be resolved from 
Huf 110 billion. Each VAT reduction of one 
percentage point only results in a government 
revenue loss of about Huf 55 billion in retail 
spending if we disregard these basic foods and 
assume that the state neutralises the impact of 
VAT cuts on products affected by other tax-
es (or subsidies) and in the circle affected by 
price regulation.45

combating international tax evasion makes 
it difficult to reclaim VAT. Individual national 
tax offices must consult with each other. for 
this reason, the NTcA sets compliance with 

a VAT reclaim application at 75 days. from 
2017 onwards, for companies featured on the 
“positive list” this was dropped to 45 days.

AssessMent oF coMPetItIVeness

Csaba Lentner points out that in the course 
of taxation, an important factor to consider 
is for high burdens not to cause the ceasing 
of activities.46 The two tax categories I have 
analysed play a significant role in the overall 
trend of tax burdens. Taxes on labour are also 
worthy of special attention, because there still 
remain constructional tasks to be performed 
in this area. There is much truth in Árva’s as-
sertion that in principle, the financing of the 
public expenditure of health care from taxes 
collected on wages is not substantiated.47

Hungary (after 2010)

Although the reduction of PIT (2012) did sig-
nificantly lighten the burden of labour, it did 
so at the expense of other tax categories (see 
VAT increase). But even this was considered to 
be an achievement in those years because the 
government did not use the method of raising 
the total weight of taxation for wage earners in 
the course of reducing the deficit. According to 
a micro-simulation modelling on the impact of 
the 2011–2012 measures on employment and 
wage burdens prepared by Baksay ‒ Csomós, 
these two together increase employment by 2 
per cent and raise the level of GDP by 1.5 per 
cent.48 certainly, these also contributed to the 
growth of the economy in the last 4 years.49

The reduction of the marginal tax wedge also 
has such a transitive effect that today employers 
are less burdened by future wage increases.

 In the 2018–2022 period, the state intends to 
assume 2 percentage points per year from the 
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burden of the expected 6 per cent real wage 
increase per year. If, instead of the present 
flat-rate tax, the structure of the PIT would 
be as it was in 2008, then wage dynamics of 
1.5 percentage points higher would be needed 
for this, ceteris paribus. These cumulative sur-
pluses would already mean Huf 750 billion 
more in wage costs to companies as a whole 
in 2022 – which they would only be able to 
finance if they always achieve a 1% price sur-
plus annually in the given period. Namely, in 
my estimation, the price increase would exceed 
the 3 per cent predicted today by 1 percent-
age point. This would sooner or later cause the 
forint to depreciate.

László Nagy stresses that tax competitiveness 
is supported by marginal tax rates held at a low 
level.50 This would be worth considering.

In principle, VAT does not directly affect 
competitiveness, as it is only a transitory item in 
corporate management. At the same time, the 
grey economy, which has also been strength-
ened by the high level of VAT on foods, is a 
competitive disadvantage in the food economy. 
In the case of the employment of workers in 
Hungary, high VAT is a competitive disadvan-
tage because a large part of their forints spent 
at the time of purchase is transferred into the 
budget and does not finance the producers of 
the purchased goods.

In addition to the tax levels, a stable and 
thus predictable tax system represents addi-
tional value. In this respect, the czech Repub-
lic certainly serves as the example to follow in 
the region.51

Hungarian taxation  
in view of  the last two years

In Hungary, from 2015, the source of tax re-
duction has been to improve the efficiency of 
tax collection while raising GDP and wages. 

PIT decreased by 1 percentage point (2016), 
and year on year the VAT rate of certain prod-
ucts (services) is reduced within a narrow 
scope. As regards social contribution tax, a 
reduction of 5 percentage points has occurred 
from 2017, with a promise of further substan-
tive moderation (in case of an increase in real 
wages).52 Thus, a tax reduction process may 
have started not too late in the case of the oth-
er two burdens (social security burdens, VAT). 
Hopefully these burdens will no longer have 
to “peak” later. so perhaps erosion with other 
taxes can be avoided in this case.53 for social 
contribution tax, for example, a reduction to 
the envisaged 12 to 13 per cent can prevent 
this (if it is possible to increase real wages by 
as much as 41 per cent in 6 years, as planned). 
However, a significant reduction would also be 
needed in the case of VAT. Domokos describes 
the principle of sustainable whitening,54 by 
which he means that the tax surplus achieved 
through whitening should be returned to tax-
payers in the form of a tax reduction.

Regional overview

In the past 14 to 15 years, the following ma-
jor tax changes have taken place in the neigh-
bouring countries.
Between 2004 and 2008, there was a 

strong wave of transitioning to flat-rate taxes, 
mainly in respect of PIT (slovakia, Romania, 
czech Republic, ukraine, serbia, Bulgaria). 
In Hungary, the decrease of VAT to 20 per 
cent (2006) was a significant change.
In order to improve deficits, VAT was dras-

tically increased in Romania, croatia and Hun-
gary in the first years of the crisis, and in the 
second period, it was increased to a minor ex-
tent in a number of countries (slovakia, czech 
Republic, Poland, slovenia). In respect of PIT, 
two countries with flat-rate tax (slovakia, czech 
Republic) also introduced an upper tax rate.
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Poland

In 2009, PIT was made two-rate, reducing the 
upper rate to 32 per cent. Due to the package 
of measures also affecting other burdens to a 
minor extent, income increased by an average 
of 4–5 percentage points, while in the case of 

the highest fifth the increase was 9 per cent.56 
All this limited the spreading of the crisis, and 
there was no downturn due to the expansion 
of domestic demand.

It is not possible to determine the amount 
of PIT actually payable solely on the basis 
of the tax schedule. The reasons for this are 

on the basis of the growth that started 
after the crisis, two countries have set off on 
the path of major tax cuts. The greatest change 
was in Romania, where the value of GDP-
proportionate tax cuts in 2016 alone was 2.3 
per cent.55 Also related to PIT is the fact that 
the social contribution rates were reduced in 
two steps, altogether by 10 percentage points. 
Hungarian changes brought about a tax cut of 
1.8 per cent of GDP (2016–2017).

conclusIons

In the first two decades of the change of re-
gime, over-spending has created a strain on 
revenue policy. In the preparation of annual 
budgets, the practice of taxation has often 
overruled reasonable taxation principles. Tax 
burden increases were implemented that dis-
torted taxation in the case of the two tax cat-
egories under review. on the one hand, even 
average wage earners were placed in a high 
PIT tax bracket, and on the other hand, food-
stuffs were subjected to outstanding VAT. This 
resulted in a system that differs from the ma-
jority of neighbouring countries – no country 
had such a high tax wedge as Hungary, and 
only two smaller countries levied normal VAT 

rates on foodstuffs (slovakia and croatia, 
which latter lives off tourism).

The political response to the process was 
the transition to flat-rate taxation in the case 
of PIT.

In order to make up for this lost income, 
tax policy innovations had to be implemented 
for other types of burdens (see special taxes). 
correction is now commencing in the case 
of the other tax category (VAT). conclusion 
from the diagnosis side: in the period of the 
whitening of the economy, it is preferable to 
have PIT flat rate rather than VAT.

Epilogue

My article approached the structure of the 
two tax categories from the diagnosis side. 
If someone is interested in therapy, it is bet-
ter to ask the question “Which of our taxes 
should be progressive?” since Hungarian PIT 
(with the given magnitude of income) today is 
healthier than that of the neighbouring coun-
tries, therefore, our healing energies should 
now not be devoted to additional PIT “care”. 
It is more important to cure VAT made “sick” 
by flat-rate taxation, including making it a 
progressive tax.

Annex

PIt And VAt In neIghbourIng countrIes
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the generous tax allowances on social security 
payments.

  Employees’ pension contributions can be de-
ducted from earnings. for this reason, 100 units 
of earnings will only have 87 to 88 units as tax 
base. This can be multiplied by the lower tax rate 
(18 per cent), but only about one-half of the re-
sulting value has to be paid. This is because the 
other component of employees’ social security 
contributions (7.8 per cent of the earnings) can 
be deducted almost entirely from the product.

In principle, the 18 per cent tax is only about 
8 per cent (on account of the above). The for-
mally 32 per cent tax rate of the rate of income 
in excess of Huf 510 thousand (monthly) is in 
fact only 20 per cent. About 7 per cent of earn-
ers belonged to the upper PIT rate in 2014.57

for VAT, 23 per cent has been the standard 
rate since 2012, while the tax on foodstuffs 
and medicines is lower at 8 per cent and 5 per 
cent, respectively.

Slovakia

In the country that became famous for its 19 
per cent tax rate (2004) for the three tax cat-
egories, PIT has again become a two-rate tax 
from 2013. In the case of high income (over 
Huf 900 thousand monthly), the 25 per cent 
upper tax rate is introduced. It is assumed that 
only 5–7 per cent of earners are affected by this 
tax bracket. social security burden is relatively 
high, at 48 per cent in proportion to wage.

VAT is standard, with the normal rate pay-
able even on foodstuffs, now at 20 per cent 
after the increase in 2012. At the same time, 
it is a fact that from 2005–2006 the efficiency 
of VAT collection has deteriorated. It is sus-
pected that one of the reasons for that is that 
high food VAT has become a target for the 
international mafia since 2004.

Czech Republic

In the czech Republic, PIT has been a flat-
rate tax since 2008, with an upper tax rate in-
troduced in 2013, and according to earnings 
figures from 2015, about 2 per cent of earners 
fall into this category. social security burden is 
relatively high, at 45 per cent in proportion to 
wage. VAT is 21 per cent, and VAT on food-
stuffs is 15 per cent.

Romania

since 2005, PIT has been a flat-rate tax of 16 
per cent, which practically represents a burden 
of 18 per cent for the majority of taxpayers 
(due to the lowering of employees’ allowance). 
There is a tax exemption up to Huf 110 
thousand per month. VAT rates have changed 
a lot. In 2010, normal burden was increased 
to 24 per cent instead of 19 per cent and food-
stuffs were also reclassified here. from 2016, 
the standard rate was reduced to 20 per cent, 
and to 9 per cent for basic foodstuffs. from 
2017, the standard rate became 19 per cent. 
The efficiency of VAT collection is low.

from the autumn of 2014, employers’ so-
cial security contributions were reduced by  
5 percentage points. Resources for this at the 
time were generated through a special form of 
burden.58 from January 2017, social security 
burdens fell by another 5 percentage points, 
and are now low.

Croatia

The VAT rate was raised from 22 per cent to 
25 per cent 4 years ago. The scope of those 
subject to a discounted rate is narrow. (The 
VAT rate for bread and milk is 5 per cent, ac-
commodation services, cooking oil and elec-
tricity are at 13 per cent). The efficiency of 
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VAT collection is favourable. Personal Income 
Tax is progressive. The level of average earn-
ings already falls into the upper (32 per cent) 
tax bracket, but due to exemptions (e.g. Huf 
110,000 tax exempt part per month), and de-
ductions, PIT actually paid is only 10 per cent 
of the average earnings.

Slovenia

The VAT rate is 21 per cent, and 9.5 per cent 
on foodstuffs. The efficiency of VAT collec-
tion is favourable. PIT is progressive, and in 
fact the current highest rate is temporarily 
50 per cent. on the other hand, this is toler-
able because earnings are relatively high (EuR 
1,600/month) and the items deductible from 
the tax base and tax are significant.

Ukraine

since 2004, a flat-rate PIT has been introduced 
with a 13 per cent tax rate. This is now 18 per 
cent. VAT is, in principle, flat-rate, with a tax 
rate of 16 per cent. Hectic movements are com-
mon in taxation. for instance, taxes are levied 
on income earned abroad, and a war tax (4 per 
cent) is also payable. from 2016, the employ-
ers’ social security contribution was reduced to 
22 per cent (from 38 per cent).59

Serbia

since 2003, a flat-rate PIT has been intro-
duced (16 per cent), which today is 10 per 
cent. The normal rate of VAT is 20 per cent, 
and foodstuffs are usually taxed at 9 per cent.

1 The May 2017 convergence programme predicts 
that the 2.4% deficit in 2017 will fall to 1.2 per 
cent by 2021. This indicates that a tax cut of Huf 
500 billion annually, comprising 1.2 per cent of the 
GDP, would also be possible (beyond the planned 
reduction in social contributions tax).

2 flat-rate taxes in slovakia and in 2012 in Hungary, 
tax cuts in Romania in 2014–2016.

3 see Romania and Bulgaria due to the more signifi-
cant weight of agriculture

4 There are also extreme examples. for instance, in the 
ukraine, a special tax is levied on the foreign income 
of those working abroad, following the principle “do 
not even come home if you do not pay this tax”.

5 There were hardly any Western investments, and the 
number of Western tourists was low.

6 Árva, Giday, Mádi (2017), p. 2

7 one exception was the slightly more distant Israel 
where, along with wages, taxes were also indexed at 
the time of stubborn inflation.

8 Exceptions are slovenian and croatian PIT, but in 
those countries, for two decades now people have 
been earning at least a thousand euros on average 
and there are many deductible items from PIT, so 
the burdens subject to progressivity are “affordable”.

9 This was complicated by the fact that while em-
ployee benefits were granted on one side, on the 
other side, head tax (health care contribution) was 
collected from employers for each person employed. 
Thus recalling the spirit of the tax of ages such as 
the birth or marriage tax of the Turkish occupation 
or the decade of Bach-hussars taxing windows and 
doors.

Notes
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10 This lowering seemed more presentable to them 
than the open admission of a higher tax rate. True, 
there were income ranges where the actual burden 
was at around 50 per cent, but for those who would 
have criticised this, they could throw up their hands 
saying that the law only stated a tax rate of 36 or 38 
per cent.

11 Which already approximated a violation of personal-
ity rights, as the new employer had access to the level 
of earnings previously achieved.

12 The picture is nuanced by the fact that before 2002, 
this was not the stated purpose of the politicians 
who introduced it. Namely, 2 years earlier, they 
criticised the increase in the gross value of the mini-
mum wage (from Huf 23,000 to Huf 50,000). 
In contrast, from 2003 they operated a system in 
which the amount received from the minimum 
wage by employees was above 40 thousand forints 
per month.

13 Apart from Hungary, only the change in Poland 
(2009) has had such an impact, but to a lesser ex-
tent.

14 The income of the more affluent upper fifth stratum 
increased during the transition. This amounted to 
around Huf 350–400 billion. The tax also brought 
about surplus for those raising children (almost 
Huf 200 billion back then). for the others, the 
transition was essentially neutral as the so-called ex-
pected wage increase put forward shortly afterwards 
compensated for the increase in their tax burdens.

15 for example, the upper tax bracket is only intro-
duced well beyond the average income so it does 
not result in marginal tax wedges of more than 52 
per cent, and it is preferably checked by an inde-
pendent institution (even a supreme Tax office) 
whether the tax brackets are adjusted appropriately 
annually, and that the former short-term (monthly-
quarterly) demand for revenues is not revived by the 
tax authorities.

16 This was not even changed in essence by the fact that 
4–5 years ago they returned to two-rate taxation, as 
the upper tax bracket is only applied in the case of 
high income, affecting few taxpayers.

17 The amounts contained therein have been round-
ed up, the country names are shown using vehicle 
country signs.

18 The actual difference is not 4%, but only 1.5% 
because the employees’ pension contribution in 
the slovak system can be deducted from the tax 
base.

19 The 15 per cent tax rate should be projected to a tax 
base increased with all contributions (to the “super-
gross wage”), so this actually amounts to a burden of 
around 20 per cent.

20 The surplus of the tax collected subject to a tax rate 
higher than the Hungarian rate would only exceed 
the amount of Huf 15,000 per month uncollected 
below (below 100,000) beyond these levels.

21 If the 42 per cent rise in real wage growth (envisaged 
in the wage increase/contribution reduction agree-
ment) is achieved by 2023.

22 The us stubbornly insists on its old-fashioned turn-
over taxation, as it is one of the last funding resorts 
of its 51 member states.

23 Denmark represents a different model. There are no 
social security contributions, social security expenses 
are covered from taxes, which is why VAT rate is 
high and everything is categorised in the standard 
rate.

24 Gábriel ‒ Reiff (2006)

25 sometimes selling inferior quality products.

26 Namely, the VAT reclaimed after EVA invoices 
was Huf 94 billion, and thus ultimately public 
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finances were only increased by Huf 47 billion 
(47=140‒94). source: Kopint-Tárki (2007), p. 9

27 Revenue from turnover excluding Treasury.

28 In 2014, except for the 5 per cent rate for medicines 
and the 18 per cent rate for milk and bread.

29 VAT fraud worth a thousand billion 24.hu The 
news provider. 29 January 2016, http://24.hu/fn/
gazdasag/2016/01/29/ezermilliardos-afacsalas-a-ko-
rmany-letiltotta-a-tanulmanyt/

30 If the VAT cuts planned for 2018 are also taken into 
account, the cuts in rates will reduce revenues by 0.5 
per cent of GDP.

31 Tax evasion dropped by more than four per cent over 
a year 11 september 2016, http://www.kormany.
hu/hu/nemzetgazdasagi-miniszterium/parlamenti-
allamtitkarsag/hirek/egy-ev-alatt-tobb-mint-negy-
szazalekkal-csokkent-az-adoelkerules

32 Varga (2017), p. 14

33 study and Reports on the VAT Gap in the Eu–28 
Member states: 2016 final Report p. 19 TAX-
uD/2015/cc/131, https://ec.europa.eu/taxation_ 
customs/sites/taxation/files/2016–09_vat-gap-re-
port_final.pdf Downloaded on: 18/02/2017

34 The same reference is made by the sAo. They 
have concluded that the rise in VAT revenue data 
in 2012–2015 exceeded the value which could 
have been expected in terms of turnover growth. 
By their calculation, the deviation represents 0.95 
per cent of annual GDP (i.e. Huf 290 billion in 
Huf).

35 The estimate of the VAT loss. (2012)

36 High tax rates, online cash registers, calling tour-
ists’ attention to taxation, audits, etc. see: Wars 
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