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1. Tax expenditure (TE) reporting in non-EU OECD 
countries 
– Widespread, some good practices and some room for 

improvement 

 

2. Recent TE trends in OECD countries 
– Offsetting pressures – fiscal consolidation vs. encouraging 

investment and growth 

 

3. Comparing TEs across countries 
– Beware (on aggregate numbers)! 

– Focus on specific measures 

 

 

Overview 
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• Recent Tax Reforms report provides a 

good list for EU member states 

 

• All OECD countries that aren’t members of 

the EU produce regular TE reports 

– US, Canada, Mexico, Chile 

– Japan, Korea, Australia, New Zealand 

– Norway, Switzerland, Iceland, Israel 

 

 

 

 

 

1. TE reporting outside EU 
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• As with any large group of countries, there 
are strengths and weaknesses in non-EU 
OECD countries’ TE reporting  

• Can start with some good practices 

• Australia’s revenue gain estimates for 
certain (major) TEs – need to estimate 
behavioural responses and specify policy 
changes, but more comparable to budget 
effects, and thus useful for policy-makers 

 

 

 

 

 

1. Practices in TE reporting 

 (1/3) 
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• Canada’s estimates for memorandum 

items (considered part of the benchmark – 

e.g., avoiding double taxation, loss carry-

forwards and carry-backs) 

• Use of alternative benchmarks 

(comprehensive income tax and 

consumption tax) in Switzerland 

 

 

 

1. Practices in TE reporting 

 (2/3) 
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• Also some areas for improvement 

• Several federations in the list of non-EU 

OECD countries – sub-central TE 

reporting appears to be uneven (and this 

is significant in some countries) 

• TE estimates for social security 

contributions (SSCs) are also limited 

(although SSCs tend to be less important) 

 

 

1. Practices in TE reporting 

 (3/3) 
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• Tax Reforms report describes offsetting 
pressures on TEs in EU countries 

– On the one hand, fiscal consolidation 
requirements – reduction in TEs 

– On the other hand, governments want to 
boost investment, employment and growth 

– Targeted CIT measures (investment 
incentives, R&D), labour tax reductions 
(focusing on low-wage groups), VAT reduced 
rates (sector-specific) 

 

 

2. Recent TE trends (recap of EU) 
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• These offsetting TE pressures have also 
been present in non-EU OECD countries 

• Nevertheless, in most of these countries, the 
pull in each direction has been weaker on 
average than in the EU 

– With obvious exceptions (e.g., Japan, US), fiscal 
consolidation challenges tend to be less daunting 

– Also with better growth rates on average, less 
perceived need to use tax system to boost 
investment and employment 

2. Recent TE trends (rest of OECD) 
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• Mexico: tax reform (currently before Congress) is 
quite ambitious on the TE front 

• Context: Lowest tax-to-GDP ratio in OECD – 
increase tax revenues by 3% of GDP by 2018 to 
boost spending on education and other priorities 

– VAT: abolition of some exemptions; some goods and 
services move to standard rate (not food/medicine) 

– CIT: several exemptions removed (but alternative 
minimum tax, IETU, also eliminated) 

– PIT: itemised deductions limited to 10% of gross 
income; capital gains and dividends will now be taxed 

 

2. Some interesting cases (1/2) 
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• Japan: Recent confirmation that first stage 
of consumption tax hike will go ahead in 
April 2014 

• Context: very large budget deficit and debt 
+ weak economy 

• Thus accompanying TE measures: 

– Tax credit for “salary growth” 

– A number of tax incentives for business 
investment 

2. Some interesting cases (2/2) 
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3. International comparisons of tax 

 expenditures – what we say 

• “International comparability of TE estimates 
is significantly limited by the approaches 
undertaken by different countries when 
preparing tax expenditure reports” (OECD, 
2010, Broad Base – Low Rate) 

• “Therefore, a meaningful cross-country 
qualitative comparison poses significant 
challenges, and tax expenditure figures are 
poorly comparable across countries” (EC, 
2013, Tax Reforms) 
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3. Do we need warning labels for 

 international TE comparisons? 
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3. Challenges in comparing TEs 

 (1/3) 

• Largely taken from OECD (2010), Broad Base – 
Low Rate 

• Differences in benchmarks  

• Differences in completeness of TE 
estimation/reporting, even with the same 
benchmark 

– Owner-occupied housing (imputed rent) 

– Accelerated depreciation 

– Issues of data availability/quality for TEs that 
require non-tax data (income tax exclusions, VAT) 

 

 

 

http://www.oecd-ilibrary.org/taxation/choosing-a-broad-base-low-rate-approach-to-taxation_9789264091320-en
http://www.oecd-ilibrary.org/taxation/choosing-a-broad-base-low-rate-approach-to-taxation_9789264091320-en
http://www.oecd-ilibrary.org/taxation/choosing-a-broad-base-low-rate-approach-to-taxation_9789264091320-en
http://www.oecd-ilibrary.org/taxation/choosing-a-broad-base-low-rate-approach-to-taxation_9789264091320-en
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3. Challenges in comparing TEs 

 (2/3) 

• Differences in government policies on 
spending side – even given similar measures 
on tax side 
– Examples: tax recognition for above-average health 

care expenses; tax incentives for retirement saving –
take-up by taxpayers will depend in part on what is 
covered by public programs 

• Relative importance of tax bases for which 
TE reporting is less common (SSCs, excise 
taxes, taxes on property) – share of total 
taxes varies across countries 
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3. Challenges in comparing TEs 

 (3/3) 

• Aggregation bias (can’t just add up tax 

expenditures, especially for PIT/CIT), and 

how this may vary across countries 

• Some countries report for total 

government, others only for central 

government 
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3. Challenges in comparing TEs 

published by same organisation… 
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OECD (2010b) OECD (2010a)

Different years between 2004 and 2008 

OECD (2010a) Broad Base – Low Rate 

OECD (2010b) – Tax Expenditures in OECD countries 
Source: Cournède et al. “How to Achieve Growth- and Equity-Friendly Consolidation”, OECD 

Economics Department Working Paper No. 1088 

TEs, PIT + CIT, as % of GDP 
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3. Comparing specific TEs across 

 countries may be more useful (1/2) 

• Much can be learned by comparing specific TEs 

across countries – focus on design of measures 

• Challenges remain – keeping up to date, 

relationship between tax system and spending 

measures, comparing revenue effects 

• Recent examples of such OECD work 

– Tax expenditures related to (post-secondary) 

education and training 

– “Make work pay” measures 

 

 

 

 

http://dx.doi.org/10.1787/5k92sn0qv5mp-en
http://www.oecd-ilibrary.org/taxation/taxation-and-employment_9789264120808-en
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3. Comparing specific TEs across 

 countries may be more useful (2/2) 

• More examples of such OECD work 

– TEs for fossil fuels, company cars 

– Tax incentives for research and development 

 

 

 

 

 

http://www.oecd.org/newsroom/oecdcallsforbetteralignmentofenergypolicypublicfinancesandenvironmentalgoals.htm
http://www.oecd.org/sti/rd-tax-stats.htm


19 

Conclusion 

• Good practices in different aspects of TE estimates/ 
reporting can be found in different countries in the 
EU and in the OECD – importance of sharing best 
practices 

• We can observe recent trends in the use of TEs --
more to do to understand why these trends are 
taking place, and why certain countries are more 
“successful” than others in reforming TEs 

• The challenges inherent in comparing TEs across 
countries should not stop us from learning from 
each other 

 

 

 

 


