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 Today, Romania is a member of European Union and faces terrible 
challenge, inside this European entity. The present work deals with a 
short presentation of Romanian taxation system, stressing on its level 
mainly and, also presents the existing demands regarding taxation on a 
European level. 
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Taxation system has always been and has still remained a very 
controversial field. Also creating a rational system has proved to be both a 
laborious and delicate step. It is well-known the fact that taxation systems 
are a key factor for economy’s general efficiency influence. These 
determine the size of saving, investing and working tendency; they 
influence production growth and occupancy of labor power, and also bring 
their contribution to business environment development and foreign 
investments. 

Under the conditions of new premises of social and economic 
development, following 1989, it was imperiously necessary to create 
specific mechanisms and instruments to an economy of transition, as that of 
Romania’s, in order to stipulate increased sense of liability in building 
state’s financial resources, of the way they are managed and used in order to 
achieve efficient social protection and economy. Transition to market 
imposed the beginning of global economy reform where taxation reform’s 
role is paramount. 

Along with opening European Union adherence negotiations, 
Romania had to make certain legislative changes in order to bring the 
existent taxation regulations to the closest form of European Union 
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legislation. This doesn’t necessarily mean taking over European legislation 
but applying certain taxation principles and rules that are in common and 
are valid all over European Union. 

Based on these reforms, taxation hasn’t always brought its 
contribution to increasing interest in Romanian economy. The main reasons 
to these situations are due to taxation level and the constant changes brought 
to taxation provisions regulations. 

Source: Eurostat 

 
Regarding Romanian taxation level measured with the help of 

taxation level index, it had a downward evolution (between 1990 and 2007). 
It slipped from 35.5% in 1990 to 26.5% in 1997, followed by a 5% increase, 
reaching 30% in 2000. In the following years there has been recorded a 
tendency of decreasing taxation level, reaching to 27.29% in 2007. 

Determined by taxes and contributions to general consolidated 
budget, the index does not reflect the taxation burden imposed to tax payers 
but that accepted by the latter. 

Compulsory share samples reduction in gross domestic product 
(GDP) may be relied on 2 major factors: taxation basis decrease due to real 
economy decline and, decrease in real representation of gross domestic 
product, especially during the first 10 years of transition and the general 
tendency of taxation relaxation, expressed beginning with 2000. 
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Nonetheless, in both cases the reduced level of taxation rate is also 
given by the rate that tax payers comply with taxation, implicit by the level 
of tax evasion. 

It is interesting that, although taxation rates in Romania have been 
settled to a level comparable to those of European Union countries, still 
taxation level recorded in Romania has been placed on a medium level, 
compared to that of European countries where voluntary tax payers 
compliance to taxation is higher and tax evasion is recorded to be of a 
reduced level. 

Consequently, we may assert that although taxation pressure in 
Romania is not exaggerated, still at the level of certain categories of tax 
payers it is a burden and in some cases even unbearable, especially under 
the conditions of a rather low gross domestic product. Excessive taxation, 
fully felt by the Romanian tax payer, has been expressed during transition 
period especially regarding assessment on income. This contributed to work 
on black market increase and thus, numerous income tax evading. 

Also in business environment, taxation has been perceived as a way 
of decreasing entrepreneurs’ capitals, being practically a form of aggression 
on their activity through distortions generated on cash flows level and rate. 
The effect of excessive taxation was that tax payers achieved an illicit 
gained profits orientation and many entrepreneurs were transferred to 
underground economy. 

In time, politicians enabled to make decisions understood that 
reducing taxation may act favorably in both attracting investors and 
increasing taxation income collected in the state budget. 

In terms of taxation, Romania had to make some legislative changes 
in order to bring taxation laws that already existed to the closest form of 
European Union legislation. This doesn’t necessarily mean taking over 
European legislation but applying certain taxation principles and rules that 
are in common and are valid all over European Union. 

Acquits regarding taxation stipulates regulations referring to three 
aspects: 
§ Indirect taxation that has a harmonizing purpose. Indirect taxation 

firstly assumes harmonizing legislation in terms of Value Added tax and 
excises.  
§ Assessed taxation has limited chances of harmonizing. Community 

acquits refer to aspects connected to corporations taxation and capital 
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taxation. Measures taken in this field aim at facilitating administrative 
cooperation between national authorities and remove problems that 
companies having international activities deal with. 
§ Administrative cooperation and mutual assistance  - community 

legislation in this field provides instruments in order to avoid fraud and tax 
evasion inside s community and  allows member states to have access to 
information regarding companies from other member states, both when they 
request it and automatically.  

 Indirect taxation harmonizing refers to an aggregate of measures that 
are to be taken in order to guarantee Union International Market’s 
functioning, stressing on prevention of competition distortion and removing 
obstacles in the way of free circulation of goods and services. Article 90 of 
European Community Treaty forbids any direct or indirect discrimination 
through taxation that may create an advantage to a member state’s products 
over products coming from other member states. Article 93 of the Treaty 
demands harmonization of turnover taxes, excise and other forms of indirect 
taxation.  

Concerning value added tax; European Union Legislation provides 
applying a standard quotation of minimum 15% and the possibility of 
applying maximum two reduced ones (of minimum 5%) for certain goods or 
services of social or cultural nature. Also member states have got the 
possibility to decide, for a limited time, a quotation equal to 0 or below 5 for 
certain goods. 

Regarding excise, general regulations refer to products that are to be 
excised and also to their possession, circulation and monitoring 
(92/12/CEE). These regulations are to be applied starting with January 1st , 
1993 and they set the basis of a strategy referring to tax quotation 
approximation, harmonizing taxation structures and creating the general 
frame of possession and circulation of goods. Regulations are to be applied 
to beverages, processed tobacco, energetic products and electric power. 
According to community legislation these products are under excise 
irrespective of their provenience: a member state or third countries; excise is 
to be paid in the state they are consumed, at the applied quotation of that 
state. 

During negotiations, Romania was given a number of provisional 
arrangements in order to adjust excise level applied to different energetic 
products (free lead petrol, diesel oil, natural gas, fuel oil) and electricity. 
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 Romania was also given a transition period, till December 2009, in 
order to go on with applying a lower cigarettes excise quotation than the 
minimum quotation applied in European Union. 

Regarding assessed taxation, European Union Treaty does not 
deliberately specify those tax alignments and, based on the principle of 
subsidiary, leave regulation of this these taxes to the decision of member 
states. However, in the case of assessed taxation having an impact on free 
circulation of goods, services, people and assets, as well as on the people 
and companies’ right to settle down, member states must establish a taxation 
system on a national level in order to respect these fundamental rights, 
according to articles 94 and 308 of the Treaty. 

These special situations, such as double taxation or over border 
economic activities, have imposed adopting legislative measures in common 
with all member states, measures to be taken especially for companies. 
These measures have been initiated in 1990 and are materialized in 2 
directives and a convention.  
- “Parent Subsidiary” Directive (90/435/CEE)  that refers to abolishing 

double taxation of profits shared between the company in a member 
state and its subsidiaries in other member states: 

- “Merger” Directive (90/434/CEE) refers to taxation reduction that may 
brake companies to reorganize; 

- 90/436/CEE Convention, based on article 239 of the Treaty, introduces 
an arbitrary procedure of avoiding double taxation regarding profits 
adjustment between associated companies from different member 
states. 

In 1997, there has been adopted a package of laws regarding 
assessed taxation that aim at prejudicial tax competition in order to support 
tax coordination within European Union. Its purpose is to reduce differences 
in assessed taxation according to plans of actions for the unique market and 
national taxation systems readjusting by reorientation of labor taxation 
growing tendency in order to lead to a better labor power occupancy. 

The package of proposed measures is made up of three components: 
§ a conduct code for business taxation; which although is not a 
compulsory legal instrument, helps preventing economic distortions and 
taxation base erosion inside European Union. Thus, member states commit 
themselves to respecting the principles of a fair taxation competition and, to 
avoiding prejudicial measures of taxation. 
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§ measures of achieving a high level of alignment between member 
states of taxation systems on savings income. Through these measures, a 
minimum level of interest taxation is set. 
§ an arrangement between associated companies from different 
member states for a joint taxation system that is to be applied to interests 
and due payments. 

In order to prevent fraud and tax evasion and, increase cooperation 
between member states fiscal administrations and, information exchange in 
order to facilitate a correct settlement of income and assets taxation, 
European Union’s institutions are constantly searching to intensify mutual 
assistance between member states’ authorities in the field of assessed and 
indirect taxation. 

Thus, on July 28th, 2003 the Commission presented a proposal to 
fiscal authorities of member states with the purpose of speeding information 
flows, allowing these to coordinate investigating actions against trans border 
tax evasion. In the field of assessed taxation, an important step has been 
made on the 1st of July 2005 when a Directive concerning savings 
operations became valid.  

To conclude, we must underline the fact that taxation systems of 
European Union countries must be conceived in such a manner as to take 
into account the need for fiscal harmonizing an a community level, 
achieving a reasonable compromise between each country’s sovereignty and 
the desiderate of removing fiscal barriers for a normal functioning of  the 
unique market. 
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