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CBIT proposed by the US Treasury (Comprehensive Business Income Tax)
Dual income taxes of Nordic countries

Box tax of Netherlands



EITC (Earned Income Tax Credits) WFTC (Working Family Tax
Credit)

2002
65 21 37
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CBIT: comprehensive business-income tax of the US Treasury
applying the same marginal tax rates to the business and personal

income and the capital income tax is done at the business side

Dual income taxes of Nordic countries
DI

Box tax of Netherlands
BOX



DI

Dual income taxes of Nordic countries

Ordinary income
Net income of all types of income of both individuals and corporations with
deductions of personal allowances and interest paid. A flat tax rate of 28% is

applied.

Personal income
Earned income and pensions. No deduction is allowed.
Social security tax=7.8% on the earned income; 3% on pensions; 10.7 on
earned income of the self-employed.
Income surtax=13.5% for theincome ....; 19.5% for the income above NOK
762700.

Other taxes
Employers social security contributions; on average 12.6%
Business taxation, applied the same tax rate on the ordinary income
Taxing dividend:
Full imputation is applied (but note that since the tax rate is same for
either business income and personal capital income, this simply means
that individual shareholders do not pay dividend tax.)



Taxing capital gains:
RISK-system
The purchase price of a share is increased by the amount of after-tax
retained earnings, and the gainsis calculated as the difference between
the sales and the adjusted purchase price.

How to treat income of the self-employed?:. An idea of split-model
Allocate income of the self-employed and “active owners’ into the capital
income and labor income portions.  Seefigure.

What problems will be emerging from the dual income tax?

The differential of the tax rates between the ordinary and personal income is
wide, and this triggers tax avoidance to shift income from the more-taxed to
less-taxed income.  Can the split-model cope with this problem?



BOX
2001

Netherlands income tax
(quoted from Introduction Taxation in the Netherlands 2001, Ministry of Finance,
Netherlands, www.minfin.nl)

Types of income
From 1 January 2001, there are three types of tax for taxable income. These
types of income are brought together in three so-called boxes:

Box 1: taxable income from work and home;

Box 2: taxable income from substantial interest;

Box 3: taxable income from savings and investments.

The personal deduction is first subtracted from income from work and home (box 1).
The income in box 1 must not result in a negative amount as a result of the deduction.
Any remainder can be deducted from the income in box 3. Likewise, it must not result
in a negative amount. If there is still a portion left, it can be deducted from the income
from a substantial interest (box 2). If the personal deduction can not be subtracted from
the total income in boxes 1, 2 and 3, the remainder can be carried over to the following
year.

Creditsreplaced income deductions:

The amount of tax owed is calculated by applying the tax rates to the taxable income.
The result is reduced by one or more tax credits. Everyone has the right to a general
credit on the tax owed: the general tax credit. Additional credits over and above are
available.

The general credit is nlg 3,473 (EUR 1,576). For individuals with income from current
employment the credit is increased by a maximum of nlg 2,027 (EUR 920). For
taxpayers with children under 27 living at home the credit is nlg 2,779 (EUR 1,261).
For single parents in paid employment with children under 12 living at home said
amount is increased by a maximum of nlg 2,779 (EUR 1,261). For people aged 65 and
over, the credit isincreased by nlg 520 (EUR 236) unless their income in boxes 1, 2 and
3 exceeds nlg 61,052 (EUR 27,704). Single people who have the right to the old-age tax
credit and receive occupational disability insurance payments are eligible for a
supplementary old-age tax credit of nlg 547 (EUR 248).



Tax rates

Income from work and home (box 1)

Thetax rateisarising scale with four brackets. The rates are:
32.35% on the first NLG 32,769 (EUR 14,870)
37.60% on the next NLG 26,751 (EUR 12,139)
42% on the next NLG 42,532 (EUR 19,300)
52% on the remainder

The 32.35% rate consists of 2.95% tax and 29.40% social security contributions,
the second rate consists of 8.20% tax and 29.40% social security contributions, whilst
the 42% and 52% rates consist solely of tax. A rate of 14.45% (first rate) and 19.70%
(second rate) is applicable to people aged 65 and over, as they are no longer liable for
several social security contributions.

Tax rate for income from substantial interest (box 2)
There is afixed rate of 25%.

Tax rate for income from savings and investment (box 3)
There is afixed rate of 30%.

Box1

The categories which comprise theincome from work and home are:
l. profits from business or professional activities;

. income from employment;

[1. result from other activities,

V. income in the form of periodic payments;
V. income from home;

VI. expenses for income provisions;

VIl negative expenses for income provisions;
VI negative personal deduction,

IX. childcare expenses;

X. personal deduction.



Box2

Income from substantial interest

Income from a substantial interest in a company, including capital gains or losses, is
subject to income tax and is taxed at a rate of 25%. A taxpayer is regarded as having a
substantial interest in a company if he or she, either solely or with his or her partner,
holds 5% of the issued capital, directly or indirectly. If the company has issued different
classes of shares, a substantial interest also existsif the taxpayer, either alone or with his
or her partner, holds more than 5% of the issued capital of a particular class of shares. If
the taxpayer holds a substantial interest in acompany, profit-sharing bonds

issued by that company and held directly or indirectly by him or her, either solely or
with hisor her partner, are regarded as forming part of the substantial interest.

Box 3
Income from savings and investments
Taxation on income from savings and investments is based on the assumption that
people will have a taxable return of 4% on their net capital. The actua level of
return (for example interest, dividend, capital gains or losses) is not relevant. Net capital
(the value of the assets minus any liability) is determined as the average net capital
during the calendar year and will therefore be measured twice a year, on January 1 and
December 31. Only capital available for savings and investment is taken into account.
Consequently, the owner-occupied dwelling as well as the endowment insurance linked
to it and capital invested in someone's own company or in a substantial interest are not
taxed in box 3. Examples of assets taxed under box 3 are:

Bank and savings accounts;

a second home;

stocks and other shares;

endowment insurance policy which is not linked to an owner-occupied

dwelling.
Thereisathreshold for liabilities: the first NLG 5,509 (EUR 2,500) cannot be deducted.
Except for tax liabilities and liabilities related to capital generating income from work,
home or a substantial interest, all liabilities can be deducted from the assets.



