
 

H2020-EURO-SOCIETY-2014 NOVEMBER	2016		

 

The FairTax project is funded by the European Union’s Horizon 
2020 research and innovation programme 2014-2018, grant 
agreement No. FairTax 649439 

 

 

 

 
 

  

Sustainability-oriented Future EU 
Funding: A Financial Transaction Tax 
 
Veronika Solilová, Department of Accounting and Taxes, Faculty of Business and 
economics, Mendel University, Zemedelska 1, 613 00 Brno, The Czech Republic, email: 
ritve@email.cz, tel: 00724281626 
Danuše Nerudová, Department of Accounting and Taxes, Faculty of Business and 
economics, Mendel University, Zemedelska 1, 613 00 Brno, The Czech Republic 
Marian Dobranschi, Department of Accounting and Taxes, Faculty of Business and 
economics, Mendel University, Zemedelska 1, 613 00 Brno, The Czech Republic 

 

      



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 2  
 

  



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 3 

Contents 
	

Abstract ................................................................................................................................... 5	
1	 Introduction ..................................................................................................................... 6	
2	 EU budget – own resources and the option for reform .................................................. 8	

2.1	 The current situation of financial sector taxation ..................................................... 10	
2.2	 FTT as an option ........................................................................................................ 13	

3	 Calculation methodology ................................................................................................ 17	
3.1	 Conceptual considerations – tax rate, design and revenues of the FTT ................... 17	
3.2	 Applied Formulas ...................................................................................................... 22	
3.3	 Variables ................................................................................................................... 24	
3.4	 Dataset ....................................................................................................................... 27	
3.5	 Process of estimation ............................................................................................... 29	

4	 Revenue potential of FTT .............................................................................................. 30	
4.1	 Revenue estimates for EU11 Enhanced Cooperation ............................................... 30	
4.2	 Revenue estimates for EU28 ..................................................................................... 34	

5	 Replacement of VAT and GNI own resources ............................................................... 42	
5.1	 Replacement of VAT and GNI own resource for EU11 .............................................. 43	
5.2	 Replacement of VAT and GNI own resource for EU28 ............................................. 45	

6	 Conclusion ..................................................................................................................... 50	
Acknowledgement ............................................................................................................. 51	

7	 References ...................................................................................................................... 52	
8	 Project information ........................................................................................................ 57	
 

 



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 4  
 

  



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 5 

Abstract 
Although the responsibility for realizing the Europe 2020 strategy is shared between the 
EU and its 28 member states, the main criticism of the current EU budget relates to the 
lack of a link between the budget and Europe 2020 strategy. Therefore a new budget 
design as well as alternative revenue sources is currently explored within a mid-term 
review. One of the possible candidates is a Financial Transaction Tax (FTT). To research 
FTT revenue potential, a model based on a remittance system was designed. We analyse 
full or partial replacement of VAT- and GNI-based own resources by the transfer of the tax 
revenues from a FTT raised on a national level to the EU budget. The research reveals that 
FTT-based own resources would be able to fully replace GNI-based own resources and 
VAT-based own resources only for some EU member states. However, the results also show 
that, from the EU11 (28) perspective, the tax is sufficient to fully replace VAT- or GNI-
contributions if levied on the EU11 (28) level (not on the national level) as a direct payment 
to the EU budget without tracking the source Member State. 

 

Keywords Sustainability, funding, FTT, European Union, budget 
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1 Introduction 
There is a long history of taxes on financial transactions in Europe. The first levied 

financial transaction tax was the British stamp duty, enacted in 1694. Their renaissance in 

modern history came after the economic and financial crisis in 2008 within the actions 

taken by EU member states to stabilize the financial sector. The main argument in the 

discussion was that the banking sector was excluded from value added tax and should take 

part in repaying a large sum of public money injected in the financial sector during the 

crisis. In the aftermath of the crisis, the European Commission published a draft of a 

directive introducing a common FTT system in September 2011. However, the proposal 

was rejected, and eleven1 EU member states started to negotiate its introduction through 

enhanced cooperation.  

Although initially the effort to impose a FTT was mainly connected with initiatives to 

regulate the financial market and to ensure a fair contribution of the financial sector for 

repaying the public funds invested into the sector during the crisis, it was also considered a 

potential candidate for a new own resource to finance the EU budget in the recent debate 

about reforming the EU system of own resources. The European Commission (2011a-f and 

2013a,b) estimated the revenue potential of FTT at EUR 57 bn. annually for EU27 and EUR 

30 - 35 bn. for EU11. Schulmeister and Sokoll (2013) estimated the FTT revenues as EUR 

56 bn. for EU11. Based on the estimations, the European Commission (2012) expected an 

almost 50% reduction of GNI contributions of all member states in case of the mandatory 

implementation of FTT within EU27.  

The aim of this paper is to determine the revenue potential of FTT implementation in 

the EU11 through enhanced cooperation and the possible replacement of a VAT-based own 

resource and GNI-based own resource by FTT-based own resources as one element of 

sustainability-oriented future EU funding. A partial aim is to analyse the same proposal for 

the case of the EU28. 

The paper is divided into six parts. The first part briefly evaluates the current EU system 

of own resources, comprises the debate on the reform needs of the EU system of own 

resources and on possible candidates on EU taxes. The chapter two is devoted to the 

discussion of FTT as alternative revenue sources. Following, we present the methodology 

applied for the estimation of the potential revenues from a FTT in connection with possible 

replacement of the VAT- and GNI-based own resource. The third part of the paper briefly 

presents and discusses the studies of FTT revenues estimates on the EU level. Next chapter 

four presents the results of the research on the estimation of potential FTT revenues under 

                                                        
1 Austria, Belgium, Estonia, France, Germany, Greece, Italy, Portugal, Slovakia, Slovenia, and Spain. Hereinafter: 
EU11. 
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different scenarios with the application of different tax rates. The fifth section of the paper 

covers detail analysis of the possible replacement of VAT- and GNI-based own resources by 

a FTT-based own resource. Finally, the last section of the paper provides the options for 

the reform of the current EU system of own resources. 
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2 EU budget – own resources and the option for reform 
The financing of the European Union and its member states is defined in Article 310 and 

Article 311 of the Treaty on the Functioning of the European Union. The structure of the 

revenue side of the budget has considerably evolved over the time. The first six own 

resources were introduced in 1970. However, reflecting the changes in the external 

economic environment as well as changes in EU policies, the system of own resources has 

changed over time. The current EU budget is primarily financed by own resources (94% in 

2015) – i.e., contributions from EU member states, including gross national income (GNI)-

based own resources (68.9%), traditional own resources (12.8%) and value added tax 

(VAT)-based own resources (12.3%). The remainder (6%) represent other revenues, e.g., 

taxes on EU staff salaries, fines, contributions from non-EU countries to certain programs, 

etc.  

GNI-based own resources were designed to balance revenues and expenditures, 

providing the revenue required to cover expenditures in excess of the amount yielded by 

traditional own resources and VAT-based own resources. However, they have become the 

largest source of budget revenues, currently representing 68.9% of the revenues (EUR 

100.61 bn.). VAT-based own resources account for around EUR 18 bn. Currently, the VAT 

base is capped at 50% of GNI for each country to prevent less prosperous countries from 

having to pay a disproportionate amount. It is also necessary to mention that the EU 

system of own resources system is rather complicated due to the existence of correction 

mechanisms for individual member states. 

Currently, the EU budget on its own represents only approximately 2% of overall public 

spending in the EU and 1% of EU GNI when the total amount of own resources is limited 

up to 1.23% of EU GNI.  

The EU system of own resources has not changed significantly in the two last decades, 

despite the fact that the EU has been growing and new opportunities and threats have 

emerged (High-Level Group on Own Resources, 2014). Therefore, the EU system of own 

resources is facing several points of criticism. 

Firstly, according to Ferrer (2008), the European Commission (2011a-f) and 

Schratzenstaller (2013), the current EU budget system does not support central EU policies 

or the Europe 2020 Strategy for smart, inclusive and sustainable growth. Moreover, the 

system, which is based on the direct contributions of the EU member states, leads to 

disputes between “net contributors” and “net beneficiaries”, resulting in the restriction of 

the EU´s financial autonomy and barriers to further European integration (High Level 

Group of Own Resources 2014; Cipriani 2014; and European Commission 2011a-f). 

Furthermore, as added by Iozzo, Micossi and Salvemini (2008), this structure promotes 
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the maximisation of the net position of each EU member states instead of the 

maximisation of a value added from the perspective of the whole EU.  

Secondly, as pointed by the European Commission (2011a-f), Schratzenstaller (2013) 

and Schratzenstaller et al. (2016), the current EU budget system does not have direct 

allocative or distributive impacts, i.e., there is no link between revenues and expenditures 

in the context of the EU policy.  

Thirdly, as mentioned by Fuest, Heinemann and Ungerer (2015), the current EU budget 

system is very complicated due to the various permanent and temporary correction 

mechanisms and due to the difficult method of the harmonized base calculation for VAT-

based own resource. Moreover, Schratzenstaller (2013), Schratzenstaller et al. (2016) and 

European Commission (2011a-f) note that the EU system of own resources is also not 

transparent, which endangers political credibility and the acceptance of member states’ 

contributions.  

Fourthly, Begg (2011) and Fuest, Heinemann and Ungerer (2015) stress that the current 

EU budget system does not respect ability-to-pay measured by GNI, resulting from not 

adequately distributing the burden of financing the EU budget among the member states. 

Finally, considering the sustainability gaps defined by Schratzenstaller et al. (2016), 

such as an increasing weight of taxes on labour in overall taxation, decreasing progressivity 

of tax systems, decreasing importance of Pigovian taxes, intense company tax competition 

and tax compliance and tax fraud, the current EU budget system cannot be considered 

sustainable as defined by Schratzenstaller et al. (2016). 

Considering all the shortages mentioning above, sustainability-oriented EU funding can 

help decrease existing sustainability gaps in the EU, as stated by Schratzenstaller et al. 

(2016). These sustainability gaps can be reduced via various channels. Sustainability-

oriented EU funding can serve as a tool for reaching smart, sustainable and inclusive 

growth as set by Europe 2020 Strategy. Moreover, as mentioned by Martinez-Vazquez, 

McLure and Vailancourt (2006) and Krenek and Schratzenstaller (2016), in this case the 

most suitable tool for EU funding are taxes levied on highly mobile tax bases, taxes with 

redistributive effects and/or taxes related with health care- and pollution-shared 

responsibility.  

The implementation of a FTT can help to decrease some of the sustainability gaps 

mentioned above. Firstly, it could help to establish fair tax competition in countries where 

the FTT is implemented through enhanced cooperation – i.e., to decrease the sustainability 

gap in the area of tax competition. The harmonisation of the tax bases would erase the 

differences stemming from the fact that not all EU11 states are currently applying a FTT, 

and the harmonisation of tax rates would eliminate the differences in national tax rates 
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(see stated Table 1). Therefore, all the market participants within EU11 would have 

symmetric information about the effective (nominal) tax rate. This situation may prevent 

harmful effects arising from asymmetric information of market participants stemming 

from the inequality between the nominal and effective tax rate. 

Secondly, the introduction of a FTT could strengthen corrective taxes. A FTT has the 

character of a Pigovian tax; as is mentioned by European Commission (2011a-f), one of the 

aims of introducing a FTT is preventing the fragmentation of the single market and the 

distortions of competition.  

Thirdly, FTT might also contribute to the fight against tax evasion and tax fraud. Closing 

the existing loopholes between the different national systems of financial sector taxation in 

EU11 through the implementation of harmonised rules and a harmonised tax rate based on 

enhanced cooperation could decrease the sustainability gap in the area of tax fraud. 

 

2.1 The current situation of financial sector taxation  
Considering the history of FTT in Europe, some countries already have practical experience 

with different forms of FTTs, namely Belgium, Denmark, Finland, Germany, Ireland, the 

Netherlands, Poland, Spain, Sweden, Switzerland and the United Kingdom. For example, 

in the UK, financial transactions are subjected to a Stamp Duty or Stamp Duty Reserve Tax 

in the amount of 0.5% of the consideration for the transfer of the shares. In Switzerland, a 

securities transfer tax is levied on domestic and foreign securities when a Swiss security 

leader is a party to the transaction.  
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Table 1: Different forms of FTTs levied in EU Member States 

State 
Type of the tax 

Capital duty Transfer tax Stamp duty 

Austria 1 % - 0.8 % - 2 % 

Belgium - 2.7 EUR per EUR 1000 
worth of securities (max 
EUR 800 per transaction) 

EUR 0.15 

Bulgaria - - - 

Czech Republic - -- - 

Denmark - - - 

Germany - - - 

Estonia - - - 

Ireland - - 1 % 

Greece 1 % 0.2 % 2.4 % - 3.6 % 

Spain 1 % - 1 % 

France EUR 500  0.1 % - 5 % - 

Italy EUR 200 0.1 %; 0.2 % - 

Cyprus EUR 105 
plus 0.6 % 

0.15 % 0 % - 0.2 % 

Latvia - - - 

Lithuania - - - 

Luxembourg EUR 75 - - 

Hungary - 4 % - 

Malta - 2 % 0.1 %; 11 % 

Netherlands - - - 

Poland 0.5 % 1 % 0.5 % 

Portugal - - - 

Romania - - - 

Slovenia - - - 

Finland - 1.6 % - 

Sweden - - - 

United Kingdom - - 0.5 % 

Source: IBFD Research platform and Database Taxes in Europe 

 

In response to the crisis and also to support the discussions on FTTs levied on the EU level, 

France and Italy introduced their own national financial transaction taxes. In France, the 

tax was introduced in August 2012 and consisted of three main elements. Firstly, a tax on 

transactions with shares of French listed companies with registered offices in France (only 
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companies with market capitalization higher than EUR 1 bn. are subjected to tax) with no 

respect to the place where they are traded. Currently, the tax rate is set at 0.2% (0.1% 

initially). Secondly, a tax on uncovered credit default swaps issued by the governments of 

EU member states purchased on the French market. The tax administration and recording 

is performed similar to the case of a value added tax. The tax rate is set at 0.01%. Thirdly, a 

tax on cancelled orders; this type of tax is intended to discourage traders from high-

frequency trading and is levied on all participants in the French market. In practice it 

applies on cases in which trading was performed through a high frequency algorithm and 

the ratio of cancelled orders exceeded 80%. The tax rate is set at 0.01%. 

Italy introduced its national FTT in March 2013. The Italian system is also based on the 

taxation of three types of transactions. Firstly, all shares and other instruments of financial 

market issued by the companies residing in Italy are taxed (there are some subjects and 

transactions exempted from taxation). The tax rate is set on 0.1% on transactions taking 

place on regulated markets and on multilateral trading facilities and 0.2% on other 

transactions. Secondly, a tax is levied on the derivatives (in this case since July 2013). The 

tax is levied as a fixed amount according to the type of the instrument and the value of the 

underlying contract. Finally, as in case of France, Italy levies a tax on the value of the 

cancelled orders to discourage traders from high frequency trading. The tax is levied if the 

ratio of cancelled or modified orders exceeds 60% in one trading day. The tax rate is set at 

0.02%. 

However, considering the history of FTTs in the last 20 years, there is a visible trend 

towards the abolishment of these taxes, for example, Spain (1988), the Netherlands (1990), 

Germany (1991), Sweden (1991) and Denmark (1999) abolished their FTTs, mainly during 

the 1990s, as they did not fulfil budgetary expectations and were increasingly considered as 

economically problematic, e.g. with respect to the competitiveness of national stock 

exchanges. Moreover, these countries faced the risk of relocation of transactions and 

markets dependent mainly on both the geographic coverage of the tax and the scope of the 

tax (wide range of financial products and markets affected), resulted to the disappearance 

of some products or markets in the medium and longer run (for example in case of 

Sweden2 as state Umlauf 1993). Therefore the European Commission (2013a,b) prefers the 

coordination in terms of products covered by the tax, the geographic coverage as well as of 

the applicable tax rate.  Currently, only the United Kingdom and Switzerland still have 

their FTTs in force (for details, see tables 1 and 2). 

                                                        
2 In Sweden due to the introduction of a 0.002% to 0.003% security transaction tax on bonds, bond trading 
volume fell by about 85% during the first week of the imposition of the tax. Trading in futures on bonds and bills 
fell by about 98% over the same period. Moreover, trade in options essentially disappeared.  
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Table 2: Abolishment of the FTT 

State Year of abolishment Type of the tax 

Spain 1988 FTT 

Netherlands 1990 STT 

Sweden 1991 STT 

Germany 1991 (1992) STT (capital duty) 

Denmark 1999 FTT 

Austria 2001 STT 

Italy 2008* STT 

France 2008* STT 

STT – security transaction tax 

* Italy introduced FTT in 2013 and France in 2012 based on the Enhance cooperation between EU11.  

Source: IBFD Research platform and Database Taxes in Europe. 

 

2.2 FTT as an option 
As mentioned previously, the efforts to introduce a tax on the financial sector in the 

European Union emerged in the wake of the financial crisis. During the crisis, EU member 

states supported the financial sector with EUR 4.6 trillion (i.e., 39% of EU27 GDP in 

2009), which of course had significant budgetary consequences felt particularly strongly in 

Greece, Italy and Spain. This situation led to the strong consensus, not only among the EU 

but also across international platforms such as the IMF, that the financial sector should 

contribute to public finances and repay the public funds invested during the crisis to 

stabilise the sector. Budgetary consequences were not the only drivers of the discussions; 

the argument for taxes in the financial sector as a regulatory tool also played a very 

important role.  

In reaction to the financial crisis and a weakened internal market, and in accordance 

with the agreement on the EU budget 2007-2013, the European Council initiated a general 

review of the EU budget and decided that the EU system of own resources must ensure 

adequate resources to develop EU policies. With the aim of better aligning financing 

instruments with EU policy and to reduce EU member states´ contributions, the European 

Commission (2010) came up with new financing possibilities based inter alia on the 

imposition of taxes on the financial sector on EU level. 

At first, three main scenarios were discussed. First, a financial activities tax (mainly on 

the level of IMF and on the level of EU in 2010) was discussed. Later, after the discussion 

of all pros and cons, the European Commission suggested a financial transaction tax. 
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Concurrently, the European Commission (2010) suggested introducing a bonus tax or 

surcharge to the corporate income tax in finance sector or currency transaction tax. 

Based on the discussions, the European Commission proposed a directive introducing a 

common FTT system in September 2011 with the aim of preventing the fragmentation of 

the single market, distortions of competition caused by national financial transaction 

taxes, to ensure the contribution from the financial sector to public finances and to 

discourage financial transactions destabilising financial markets. The draft of the directive 

proposed a system covering all markets, instruments and financial sector actors: a so-

called “triple A approach” based on the residence principle. The proposed tax rates were 

set at 0.01% of the notional amount for derivatives transactions and 0.1% of the price for 

other transactions. 

The European Commission (2011a-f) assumes that taxes could enhance the efficiency 

and stability of financial markets and reduce their volatility and the harmful effects of 

excessive risk-taking which can create negative externalities for the rest of the economy. 

Burman et al. (2016) and J. Arnold (2015) add that regulation and/or tax is needed to 

penalize institutions for size and riskiness and to eliminate harmful short-term speculation 

and flash trading3. Griffith-Jones and Persaud (2012) highlight that FTT, prudent 

macroeconomic policies, an effective financial regulation and supervision have a major role 

to play in crisis prevention.  

However, the European Parliament and the European Economic Council during the 

consultations returned the FTT proposal back to the European Commission. In 2012 eleven 

member states expressed their willingness to introduce the FTT through enhanced 

cooperation based on the Article 20 of the Treaty on the EU and Articles 326 and 334 of 

the Treaty on the Functioning of the EU. In that connection, it is necessary to highlight 

that it represents the first application of the enhanced cooperation in the area of taxation. 

On February 14, 2013, the Commission adopted a proposal for a Council directive 

implementing enhanced cooperation in the area of FTT together with the revised impact 

assessment. The discussion about the proposal has subsequently focused on the main 

elements of the tax: principles for territorial application, the scope of the tax, the taxable 

amount, gross versus net taxation, transaction chain, market making, tax rates and the 

mechanism of tax collections. However, no agreement has been reached yet. 

The FTT as a possible candidate for a new own resource of the EU budget has already 

been discussed in the literature. Spahn (2002) expects that a FTT levied on a EU-level 

could raise USD 16.6-20.8 bn. Jetin and Denys (2005) estimate revenue in the range of 

                                                        
3 Flash trading is a modern variant of the illegal practice of front-running, where a broker enters its own order in 
front of a client´s to profit at the client´s expense Flash trading. 
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USD 6-38 bn., depending on the volume elasticity. Spratt (2005) calculated that FTT in the 

rate of 0.005% levied at a EU level could generate USD 2.07-4.4 bn. Schulmeister, 

Schratzenstaller and Picek (2008) estimate the revenue in the range of USD 28.6 – 143 bn., 

depending on the set tax rate and elasticity. Schulmeister (2011) calculated the revenue 

potential of FTT levied on the EU level at the rate of 0.05% on USD 310.9 bn. In 2011, the 

European Commission estimated that in EU27 a broad based FTT could raise 

approximately EUR 16-433 bn. (European Commission 2011g). Employing the relocation 

effect (i.e., introducing the factor of reaction of the market participants on the introduction 

of the tax) and considering implementation through enhanced cooperation, Schulmeister 

and Sokoll (2013) predicted revenue of EUR 56 bn. European Commission (2013a,b) 

estimated that the introduction of FTT through enhanced cooperation could raise the 

revenue in the range of EUR 30-35 bn. Nerudova and Dvorakova (2014) estimated the 

revenue in the range of EUR 24.9 – 28.3 bn. in case of introduction of FTT through 

enhanced cooperation. The only two studies employing the introduced issuance principle 

are by Naess-Schmidt, Hansen and Ringsted (2014) and Schäfer (2015). The former 

estimates the FTT revenues only for Germany on EUR 57.3-87.5 bn. in the case of a static 

model and EUR 17.6-33.4 bn. in the case of a dynamic model. The latter study estimated 

FTT revenues in the amount of EUR 700 mil. to 44 bn., depending on the selected country, 

such as Germany, France, Italy and Austria.  

It is necessary to mention that, when considering FTT as an own resource of the EU 

budget, one must consider the design of the tax-based system of own resources 

(Heinemann, Mohl and Osterloh 2008). The possible design of an EU-tax based system of 

own resources was studied by Raddatz and Schick (2003). The authors discussed three 

possible designs. Under the so-called linked system, the tax would be levied on the EU level 

(i.e., full harmonisation – harmonisation of tax bases as well as tax rates) with direct 

participation of the EU on tax revenues. The second system, called a surcharge system, 

would require only the harmonisation of tax bases; the EU would levy a surcharge in 

addition to the existing national tax rates (i.e., non-harmonised). Finally, the so-called 

separation system would allow the EU to introduce a specific tax that is not applied by any 

of the EU member states. In this paper we further develop the methodology of the authors 

by adding another design option: a remittance system. This design of a FTT-based own 

resource foresees replacing VAT- and GNI-based own resources by the remittance of tax 

revenues from a FTT collected on the national level to the EU budget. 

However, we would like to mention that to eliminate another criticism of current EU 

budget design, namely the calculating of net positions, FTT should be levied on the EU11 
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(28) level (not on national) and should consistent of direct payments to the EU budget 

without tracking the source member state. 
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3 Calculation methodology 
The potential tax revenue generated by a FTT is extremely difficult to predict as it depends 

on different factors (parameters) that are complicated to estimate. The relevant parameters 

include the tax rate, the tax base, exemptions, the trading volume, its elasticity with respect 

to transaction costs (including the tax rate), as well as the extent of fiscal evasion and tax 

fraud. This section is dedicated to the presentation of the methodology used in this paper 

for the estimation of the potential revenues from a FTT in the EU and the possible 

replacement of the VAT-and GNI-based own resource by a FTT-based own resource. 

 

3.1 Conceptual considerations – tax rate, design and 
revenues of the FTT 

As mentioned above, the revenue potential of a FTT either for individual member states or 

the whole EU has already been estimated in a number of literature studies. As the 

methodology used by different authors for their estimations differs remarkably and has a 

significant influence on the results, it is necessary to look into the details. The first 

estimation of the potential FTT revenues in the European Union was completed by France 

(USD 22 bn., in 2000) and subsequently by the Belgian Ministry of Finance (USD 9-39 bn., 

in 2001) considering elasticity and transaction costs factors as the first studies. Another 

estimate for the EU level was provided by Spahn (2002), with USD 16.6 bn. at a rate of 

0.01% and USD 20.8 bn. with the combination of tax rates of 0.02% and 0.01%. However, 

Spahn did not consider elasticity factor during its estimation as in previous studies. All 

mentioned estimations were based on a so-called Tobin tax levied only on the yearly 

turnover of foreign exchange transactions based on data from Bank of International 

Settlements.  

Another estimate of USD 2.07 - 4.4 bn. was presented by Spratt (2005) for the potential 

implementation of a stamp duty in the UK at a rate of 0.005% on sterling foreign 

transactions. Its estimation was based on the static models using the annual turnover of 

certain financial transactions without considering any dynamic aspects, such as elasticity 

of transaction costs. The last study focusing on the estimation of potential FTT revenues 

from foreign exchange transactions was introduced by Jetin and Denys (2005), who used a 

fiscal evasion and fraud component and volume elasticity dependent on the transaction 

costs as dynamic aspects affecting FTT revenues. They estimated FTT revenues of USD 6 - 

10 bn. for a tax rate of 0.01% and of USD 10-38 bn. for a tax rate of 0.1%. The authors 

further assumed transaction costs of 0.02% and 0.1% and an elasticity of -1.5. Moreover, 
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they assumed the taxation of the financial transaction on both legs of the trade – i.e., on 

the side of the buyer as well as on the side of the seller.  

Based on similar assumptions (but with an expectation of a decrease in transaction 

volume instead of elasticity factor), Schulmeister, Schratzenstaller and Picek (2008) 

estimated FTT revenues of USD 202 – 266 bn. on the global level and of USD 28 – 143 bn. 

on the European level, depending on the tax rate. The tax base of their estimation covered 

all transactions such as securities, exchange derivatives and OTC derivatives trades. 

Subsequently, based on 2010 European data, Schulmeister (2011) estimated FTT revenue 

in the amount of USD 310 bn. using the same methodology as Schulmeister, 

Schratzenstaller and Picek (2008) and a tax rate of 0.05%. In contrast, Schulmester and 

Sokoll (2013) estimated FTT revenues for EU27 of EUR 70.7 bn. and EUR 65.8 bn. for 

EU11 only. As in the previous research, the estimate was based on further developments of 

the methodology of Schulmeister, Schratzenstaller and Picek (2008), which covered all 

financial transactions (securities, exchange derivatives and OTC derivatives).  

According to the modified formula presented by Jetin and Denys (2005) – expecting 

elasticity to be 0.8, transaction costs 10% and tax rate without multiplying by two – 

McCulloch and Pacillo (2011) estimated FTT revenues on the global level of USD 147- 577 

bn. excluding OTC transactions and in the range of USD 482 - 1.631 bn. including OTC 

transactions. In contrast, the European Commission based on 2010 data and similar 

assumptions (transaction costs of 0.06% of transaction volume for equity and bonds, 

0.07% for OTC derivatives, 0.03% for exchange derivatives and 0.024% for FX Spot 

Market, elasticity between -2 and 0 and the value of evasion between 10% and 90% 

depending on the financial product) estimated FTT revenues in the amount of EUR 16-433 

bn. for EU27 (European Commission 2011g). In addition, the European Commission 

(2012) identified FTT as a potential candidate for a new own resource of EU budget that 

could generate a new stream of public revenue, thus reducing EU member states’ 

contributions of their GNI contribution by approximately 50% (in case of EU27, around 

EUR 57 bn.). Furthermore, suggesting the possibility of adopting FTT through enhanced 

cooperation, the European Commission (2013a,b) produced an estimate for FTT revenues 

for EU11 between EUR 30 and 35 bn. The last estimate of FTT revenues for EU11 was 

performed by Nerudova and Dvorakova (2014). They estimated potential revenues in the 

range of EUR 24.9 – 28.3 bn. In comparison with the estimate of the European 

Commission, they expect FTT revenues to be lower mainly due to the use of another 

dataset with a different assumption of elasticity (between -1.5 and 1.5). Moreover, both 

GDP of EU11 and value added of the financial sector of EU11 before taxation served as a 

proxy for the calculation of FTT revenues for EU11. It is necessary to mention, that none of 
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the aforementioned studies incorporated either the residence principle or issuance 

principle and covered all transactions such as securities, exchange derivatives and OTC 

derivatives trades.  

Consequently, the final two studies, conducted by Naess-Schmidt, Hansen and Ringsted 

(2014) and Schäfer (2015), can be considered the most comprehensive, as they address 

residence and issuance principles. The former estimates FTT revenues only for Germany 

using the European Commission approach and its modified version when considering the 

high frequency trading and dynamic and behavioural effects of the FTT zone and non-FTT 

zone. Based on the European Commission approach (static), the amount was estimated as 

EUR 57.3-87.5 bn. In case of the dynamic approach, the study estimated FTT revenues for 

Germany in the range of EUR 17.6-33.4 bn. The second study by Schäfer (2015) estimated 

FTT revenues in the amount of EUR 700 mil. - 44 bn. depending on the country, whether 

Germany, France, Italy or Austria. The lowest estimated revenues would be reached by 

Austria (EUR 700 mil - 1.5 bn.) and the highest by Germany (EUR 18-44 bn). The study 

employed a similar approach as the European Commission and also used various tax rates 

like Schulmeister and Sokoll (2013). In the case of the evasion and elasticity scenarios, 

such as moderate evasion in the amount of 50%, no-evasion and evasion of 15% and 75%, 

depending on the financial product and further elasticity in the amount of -2, -1.5 and -1, 

were used.  

Table 3 below summarizes all the estimates of FTT revenues in the European Union, 

presenting in detail the differences in the applied methodology. The estimates for EU11 are 

highlighted. 
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Table 3: Survey of FTT revenues estimates on the EU Level 

Author Area 
Tax 
rate 

% 

Volume 
Elasticity 

Relocation, 
evasion 

% 

Transaction costs - as % 
transaction volume Tax base 

Model 
reflects 

issuance 
principle 

Total revenue estimation 

Schäfer (2015) Selected EU 
countries 

0.1 
0.01  

-2 
-1.5 
-1 

15 (securities) 
and 75 

(derivatives), 
50 

(derivatives) 
0  

0.6 – securities 
0.3 – exchange derivatives 

0.024 – OTC currency 
linked derivatives 

0.7 – OTC interest-, equity- 
and commodity-linked 

derivatives 

Securities, 
Exchange 

derivatives, 
OTC derivatives 

yes 

Germany: EUR 18-44 bn. 
France: EUR 14-36 bn. 

Italy: EUR 3-6 bn. 
Austria: EUR 700mil – 1.5 

bn. 

Naess-Schmidt, 
Hansen and 

Ringsted (2014) 
Germany 0.1 

0.01 

-2 
-1.5 
-1 

 

10 (securities) 
and 80  

(derivatives) 

0  

0.6 – securities 
0.3 – exchange derivatives 

0.024 – OTC currency 
linked derivatives 

0.7 – OTC interest-, equity- 
and commodity-linked 

derivatives 

Securities, OTC 
derivatives, 

exchange 
derivatives 

yes 

EUR 17.6-33.4 bn. (dynamic 
approach) 

EUR 57.3-87.5 bn. (static 
approach) 

Nerudova and 
Dvorakova (2014) EU11 0.1 

0.01 

-1.5 
-1 
0 
1 

1.5 

40 
90 
10 

dependent on 
the 

market/instru
ments 

0.6 – securities 
0.3 – exchange derivatives 

0.024 – OTC currency 
linked derivatives 

0.7 – OTC interest-, equity- 
and commodity-linked 

derivatives 

Securities, OTC 
derivatives, 

exchange 
derivatives 

no EUR 24.9-28.3 bn. 

European 
Commission 

(2013a-f) 
EU11 0.01-

0.1 -2 to 2 15-75 

0.6 – securities 
0.3 – exchange derivatives 

0.024 – OTC currency 
linked derivatives 

0.7 – OTC interest-, equity- 
and commodity-linked 

derivatives 

Securities, OTC 
derivatives, 

exchange 
derivatives 

no EUR 30-35 bn. 

Schulmeister and 
Sokoll (2013) 

EU27 

EU11 
0.01-

0.1 none 
85 and 25 
15 and 75 

0 
None 

Securities, 
exchange 

derivatives, OTC 
derivatives 

no EUR 70.7 bn. 
EUR 65.8 bn. 

European 
Commission 

EU27 0.01- -2 to 2 40 
90 

0.6 – securities 
0.3 – exchange derivatives 

Securities, 
exchange 

no EUR 16.4 – 433.9 bn. 
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(2011g) 0.1 10 in 
dependency 

on the market 

0.024 – OTC currency 
linked derivatives 

0.7 – OTC interest-, equity- 
and commodity-linked 

derivatives 

derivatives, OTC 
derivatives 

Schulmeister 
(2011) EU27 0.05 none 

2.4-83.8 in 
dependency 

on the 
instruments 

(68.6 on 
average) 

None 

Exchange 
derivatives, 

OTC derivatives, 
Securities no USD 310.9 bn. 

European 
Commission 

(2010) 
EU27 0.1 none 30 (bonds)  

20 (shares) n.a. 

Securities, 
exchange 

derivatives,  OTC 
derivatives 

no 
EUR 145-372 bn. 

EUR 57-64 bn. (only bonds 
and stocks) 

Schulmeister, 
Schratzenstaller 

and Picek (2008) 
EU27 

0.01 
0.05 
0.1 

none 
15-35 
50-75 
65-85 

0.3 – Stocks 
0.2 – Bonds 
0.003 – OTC 

0.003 – 0.005 – Exchange 
derivatives 

Exchange 
derivatives, 

OTC derivatives, 
Securities 

no 
USD 28.6-38.1 bn. 
USD 35.7-95.3 bn. 
USD 47.7-143 bn. 

Jetin and Denys 
(2005) 

EU level 
- Eurozone 

0.01 
0.02 
0.05 
0.1 

-0.5 
-1 

-1.5 
15-67 0.02  

0.1  
Foreign exchange 

transaction no 
USD 6-10 bn. 
USD 8-35 bn. 

USD 10-38 bn. 

Spratt (2005) EU level 0.005 none 2.5 none 
Sterling foreign 

exchange 
transaction in UK 

no USD 2.07 up to 4.4 bn. 

Spahn (2002) 
EU level 

and 
Switzerland 

0.01 
0.02 none 15 0.01% for banks and 

0.02% for customers 

Foreign exchange 
transaction in EU 
and Switzerland 

no USD 16.6 – 20.8 bn. 

Belgian Ministry 
of Finance (2001) EU level 0.01-

1 

-1.75  

-1.1 
-0.55 

5-100 

0.1 for others 
0.02 for financial 

institutions 
0.05 for banks 

Foreign exchange 
transaction no USD 9-39 bn. 

French Ministry 
of Finance (2000) EU level 0.01-

0.20 

-0.5 
-1 

-1.5 

67 in central 
estimate 0.02 and 0.05 Foreign exchange 

transaction no USD 22 bn. 

Source: various studies compiled by the authors.
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3.2 Applied Formulas 

As previously indicated, it is also necessary to consider the details of the applied 

calculation formulas. In the existing studies, three formulas were usually used to 

determine the potential revenues from the FTT in the EU given dynamic and behavioural 

aspects. The first comprehensive one comes from the study by Jetin and Denys (2005):  

 

               ( )
ett ÷
ø
ö

ç
è
æ +*-***=

k
evVR 211250                 (1) 

 

Where  
 R  – represents the annual revenue,  
 250  – represents the number of business days per year, 

τ   – represents the tax rate,  
V   – represents the market turnover before tax, 
ev   – represents fiscal evasion, 
k   – represents pre-tax transaction cost and 
ε  – represents volume elasticity. 

 

According to the authors of the study, the tax is multiplied by two due to a simultaneous 

reduction of the bid price and an increase of the ask price in the connection with a round 

trip4. Further, authors assumed the transaction costs in the rate of 0.02% and 0.1% and 

elasticity in the amount of -1.5. 

The second study, by McCulloch and Pacillo (2011), used a modified version of Jetin and 

Denys’ (2005) formula in the following form: 

 

               ( )
ett ÷
ø
ö

ç
è
æ +*-***=

k
evVR 11250                                         (2) 

 

In that model the tax rate is not multiplied by two, because the authors did not assume 

the fact as Jetin and Denys that it may lead to a simultaneous reduction of the bid price 

and an increase of the ask price. In the model they expected the elasticity in the amount of 

0.8 and transaction costs in the rate of 10%. The annual revenues are assumed by the 

                                                        
4 Round trip can be considered as a situation when someone sells the euro and then buys it a few minutes later. 
Then the tax would be paid twice.  
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application of the average daily EU market turnover and 250 of business days per year as 

well as in the Jetin and Denys study. 

Considering the previous two methodological approaches, the European Commission 

(2010, 2011, 2013) decided to modify the formula in the following way:  

 

                      
ett ÷
ø
ö

ç
è
æ +***=

c
EVR 1                                   (3) 

 

Where  
 R – represents the annual revenue,  

τ – represents the tax rate,  
V – represents annual transaction volume, 
E – represents relocation and fiscal evasion, 
c – represents transaction cost in percent of the transaction volume and 
ε – represents tax elasticity5. 

 

The European Commission contrary to the previous studies/formulas assumes the 

annual revenues from FTT based on the annual transaction volume of taxable transactions 

without using an average daily market turnover multiplying by 250 of business days per 

year. In other aspects the formula is same. However, in respect of taxable transactions, the 

European Commission considers except of foreign exchange transactions following taxable 

transactions, such as securities (bonds and stocks), domestic exchange derivatives and 

OTC derivatives. 

In our study, the aforementioned formulas were considered in determining the potential 

revenue from FTT in the EU. Whereas most studies used only one formula to estimate FTT 

revenues, we use a combination depending on the territory, more specifically where the tax 

base of FTT arises, i.e., with whom is the financial transactions made. Contrary to the 

commonly employed factors in previous studies, we are incorporating another dimension 

into the research on the estimates of FTT revenues: territorial dimension. In this respect 

we distinguish two types of territories. The first territory represents EU11 and EU28, where 

the financial transactions are made between European residents; therefore the transaction 

should be taxed on both legs in the trade (i.e., the buyer and the seller). Moreover, in this 

perspective, transaction costs should also increase on both legs in the trade.6  In this case 

we apply Formula 4, described below. The second territory represents the rest of the world. 

                                                        
5 Tax elasticity describes the effect of a FTT on the transaction volume. Globally, elasticity altogether with tax rate 
and transaction cost describe volume reaction of market due to an increase in transaction costs. 
6 Therefore, the tax rate is multiplied by two in bracket resulted into higher effect on the transaction-volume 
reaction of market. 
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In this case we assume that the tax revenues from the levied FTT would flow to EU11/EU28 

only from one leg in the trade and therefore we apply Formula 5, also described below.  

The following formula was to estimate potential FTT revenues of individual member 

states when the transactions are performed between EU residents (i.e., EU11/EU28 

territories): 

 

                      ( )
ett ÷
ø
ö

ç
è
æ *
+*-***=
c

EVR 2112                                   (4) 

 

Where  
 R – represents the annual revenue,  

τ – represents the tax rate, which is doubled as both side of transactions are taxed, 
V – represents the annual transaction volume, 
E – represents fiscal evasion and relocation, 
c – represents transaction costs in per cent of the transaction volume and 
ε – represents elasticity, which describes the effect of a tax increase on the 

transaction volume, i.e., the tax base. 

 

The following formula was used to estimate potential FTT revenues of individual 

member states in the case that the transaction is performed between an EU resident (i.e., 

EU11/EU28) and non-resident (i.e., elsewhere in the world). As was mentioned above, in 

this situation we assume that only one side of transactions can be taxed with the effect on 

transaction cost and consequently on transaction-volume reaction of market on one side:  

 

                      ( )
ett ÷
ø
ö

ç
è
æ +*-**=

c
EVR 11                                    (5) 

 

3.3 Variables 
As indicated above, another significant part of the research on the revenues is estimating 

the variables employed in the above stated formulas. The estimation procedure in this 

paper is based on assumptions of variables as tax rates, fiscal evasion and relocation, 

transaction costs and elasticities. Table 4 below presents the variables that were taken into 

account. The first - the tax rate - was applied in accordance with the proposal of FTT 

directive, i.e., in the rate of 0.1% in case of the financial transactions other than those 

related to derivatives contracts and of 0.01% in case of financial transactions related to 
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derivatives contracts. Moreover, in accordance with the aim of the paper to analyse a 

broader tax base subjected to smaller tax rates, various tax rates were considered (for 

details see Table 4 below). As is obvious from the table, five variants of different tax rates 

were analysed.  

 

Table 4: Other tax rates 

Financial instruments 

Tax rates – 
European 

Commission 

 

Other variations of tax rates 

Variant A B C D E 

Securities  

(bonds and stocks) 
0.1 % 0.01 % 0.05 % 

0.1 % 0.01 % 

Derivatives 0.01 % 0.0025 % 0.005 % 

Source: own compilation 

 

Furthermore, relocation and fiscal evasion represent very important factors in case of 

derivatives where there is the largest risk of non-taxation. FTT revenues are estimated with 

relocation and tax evasion effects in the range of 60 – 95% in case of derivatives and in the 

range of 5-25% in case of securities (see Table 5 below). The assumptions in the paper are 

based on the impact assessment of the European Commission (2010, 2011g, 2013a,b) and 

on the research of Coelho (2014), which assumed large avoidance responses of the market 

participants after the introduction of FTT. Moreover, due to the MiFID regulation (Markets 

in Financial Instruments Directive) and EMIR regulation (European Market Infrastructure 

Regulation), other types of financial transactions have also been subjected to reporting 

requirements since 2015. These regulations have a significant impact on the risk of fiscal 

evasion and relocation in the case of OTC transactions. Coelho (2014) adds that, given this 

reality, significant geographic evasion seems implausible. Therefore, this paper also 

utilizes zero fiscal evasion. 

 

Table 5: Relocation and fiscal evasion rates in percent of the transaction volume 

Financial instruments Relocation and evasion rates  

Derivatives 95 %, 90 %, 85 %, 80 %, 75 %, 70 %, 65 %, 60 %, 0 % 

Securities  

(bonds and stocks) 
0 %, 5 %, 10 %, 15 %, 20 %, 25 % 

Source: own compilation 
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The transaction costs were based on the last surveys performed by Burman et al. (2016), 

Collins (2016), Pollin, Heintz and Herndon (2016), Schӓfer (2015), Naess-Schmidt, Hansen 

and Ringsted (2014), the European Commission (2011g, 2013a,b) and others (for details, 

see Table 6 below).  

 

Table 6: Transaction costs in percent of the transaction volume 

Financial instruments Transaction costs Author 

Derivatives 

0.3, 0.024, 0.7 
Collins (2016), Schӓfer (2015), Nerudova and 
Dvořakova (2014), Naess-Schmidt, Hansen and 
Ringsted (2014) and EU Commission (2011) 

0.005, 0.003  Schulmeister, Schratzenstaller and Picek (2008) 

0.01 
Burman et.al (2016), Schulmeister, 
Schratzenstaller and Picek (2008) 

0.013, 0.042 Pollin, Heintz and Herndon (2016) 

0.56 Robert Pollin and James Heintz (2011) 

0.002 Schulmeister, Schratzenstaller and Picek (2008) 

Securities  

(bonds and stocks) 

0.6 
Collins (2016), Schӓfer (2015), Nerudova and 
Dvořakova (2014), Naess-Schmidt, Hansen and 
Ringsted (2014) and EU Commission (2011) 

0.12, 0.1  
Burman et.al (2016), Schulmeister, 
Schratzenstaller and Picek (2008) 

0.2, 0.98, 0.032, 0.32 Pollin, Heintz and Herndon (2016), 

0.2, 0.3  Schulmeister, Schratzenstaller and Picek (2008) 

0.14, 0.08 Bivens and Blair (2016) 

Source: own compilation 

 

Elasticity is defined as the relative change in the transaction volume to a relative change 

in the tax rate. According to the European Commission (2011g), the elasticity may range 

from -2 to 2, according to the type of product. Furthermore, in 2013 the European 

Commission assumed an elasticity between -1.5 and 1.5 because the FTT tax base is defined 

very broadly and also because of the newly defined issuance principle. Consequently, we 

expect the elasticity in a value between -2 and 2 with 50 basis points of changes (for 

details, see Table 7 below). 
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Table 7: Elasticity  

Financial instruments 
Elasticity 

-2, -1.5, -1, -0.5, 0, 0.5, 1, 1.5, 2 

Source: own compilation 

 

All of the aforementioned variables and their values were separately used in the different 

combinations for the estimations of FTT revenues. The results are presented as a range 

between first and third quartiles, including the value of median, i.e., p25, p50 and p75.  

 

3.4 Dataset 

The research presented in the paper is based on two datasets. The first one comes from the 

Eurostat database, specifically from the Annual Sector Accounts - Flows and Stocks: 

Financial transactions – (nasa_10_f_tr) determined according to ESA2010, which records 

the economic flows of institutional sectors to illustrate their economic behaviour and show 

relations between them. The transactions are grouped into various categories. However, 

only categories such as debt securities7, equity and investment fund shares8 or units and 

financial derivatives and employee stock options9 were researched from the category of 

financial transactions. Categories such as trade credits and advances, net acquisition of 

financial assets and net incurrence of liabilities were omitted from the analysis10. Based on 

it, tax base is covering securities, exchange derivatives and OTC derivatives trades. 

The selected categories of financial transactions were analysed with respect to the 

territory on which the financial transaction takes place (i.e., in EU11/EU28 as a total 

economy11 and the rest of the world12). Financial transactions are recorded at transaction 

values, i.e., the values in national currency at which the financial assets and/or liabilities 

                                                        
7 According to ESA2010, debt securities are negotiable financial instruments serving as evidence of debt. 
8 According to ESA2010, equity and investment fund shares or units are residual claims on the assets of the 
institutional units that issued the shares or units. 
9 According to ESA2010, financial derivatives can be categorised by instrument, such as options, forwards and 
credit derivatives, or by market risk such as currency swaps, interest rate swaps, etc. 
10 Based on the text of the proposal of FTT directive, those categories are not considered as financial transactions, 
therefore are omitted from the analysis.  
11 Total economy covers all five institutional units defined in note no. 7 below. Further, the total economy is 
defined in terms of resident units. A unit is a resident of a country when it has a centre of predominant economic 
interest on the economic territory of that country — that is, when it engages for an extended period (one year or 
more) in economic activities on this territory. 
12 The rest of the world account covers transactions between resident and non-resident institutional units and the 
related stocks of assets and liabilities. The rest of the world account is unlike the other sector accounts in that it 
does not show all the accounting transactions in the rest of the world, but only those that have counterparty in the 
domestic economy being measured. 
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involved are created, liquidated, exchanged or assumed between institutional units13, on 

the basis of commercial considerations. The transaction value does not include service 

charges, fees, commissions, or similar payments for services provided in carrying out the 

transactions.  

The tax base that would arise in individual EU member states was identified using the 

residence principle coupled with an issuance principle. When applying these principles, a 

taxable event arises when one of the two is true: in case of residence principle, a taxable 

event exists when at least one of two legs in the trade transaction involves an investor 

resident in the EU11/EU28. In case of the issuance principle, a taxable event exists 

regardless of whether the asset or the underlying asset to the transaction is issued in one of 

the EU member states. This means that any financial transaction involving either a party 

resident in the EU11/EU28 or a financial asset issued in the EU11/EU28 is taxable, 

provided there is at least one financial institution involved. The same approach was used 

by Naess-Schmidt, Hansen and Ringsted (2014).  

The dataset presenting the selected financial transactions at transaction values for each 

EU member state (hereinafter as dataset A) comprises the period between 2012 and 2014. 

FTT revenues were calculated by combining both formulas 4 and 5 for the researched 

period.  

The second dataset represents data from the World Federation Exchanges (WFE), which 

includes annual transaction values of trades performed around the world. This dataset was 

used only for the estimates of FTT revenues for EU28. Only the transactions performed 

through EU financial markets in 2015 were considered for the purpose of our research 

(hereinafter as dataset B), namely the value of share trading, value of bond trading, ETFs 

and investment funds in the case of equity transactions and currency options and futures, 

and commodities options and futures in the case of derivative transactions. Based on it, the 

tax base covers securities, exchange derivatives and OTC derivatives trades performed in 

the EU financial markets. Further, tax base was identified using a source principle. Under 

the source principle, the EU would have the right to tax all the financial transactions that 

are deemed to have occurred in the EU, regardless of the tax residence of the parties 

involved in the transactions – i.e., only the transactions taking place on EU territory would 

be taxable events. Therefore, Formula 4 was used to estimate FTT revenues.  

The main differences between both used dataset are in the principle used to identify the 

tax base, data sources and researched period. In respect of dataset A, the principles of 

                                                        
13 Institutional units are economic entities that are capable of owning goods and assets, incurring liabilities and 
engaging in economic activities and transactions with other units in their own right. For the purposes of the ESA 
2010 system, the institutional units are grouped together into five mutually exclusive domestic institutional 
sectors: (a) non-financial corporations; (b) financial corporations; (c) general government; (d) households; and 
(e) non-profit institutions serving households. 
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residence and issuance were used contrary to the dataset B, where the source principle was 

only considered. Moreover, dataset A applied data source from Eurostat for 2012-2014 

period, contrary to the dataset B using data source form the WFE for 2015 period.  

 

3.5 Process of estimation 

The estimation of potential FTT revenues was performed for both datasets A and B and for 

five variants based on various tax rates. Because each of variables (except the annual 

turnover) was assumed in different values, the results of FTT revenues estimations were 

presented as a range between first and third quartiles, when, the extreme estimations were 

omitted. Moreover, unlike the existing literature, the estimates of FTT revenues using 

dataset A were performed for the period between 2012 and 2014 (current available data) 

and presented as an average for the period under consideration. This approach ensures 

stable results without the influence of extreme cases. 

Moreover, our study considered three different scenarios. The first scenario, the “static 

scenario”, neglects all potential market reactions initiated by implementing FTT, in that 

elasticity, evasion and relocation effects are not considered. The second, the “maximum 

evasion scenario”, assumes a 60-95% range of evasion for derivatives and 5-25% for 

securities and considers other variables explained above. The third scenario, the “no-

evasion scenario”, assumes no evasion in the markets at all (i.e., evasion is expected to be 

0%). The third scenario is calculated with consideration to transaction costs and 

elasticities.  
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4 Revenue potential of FTT 
The estimates of FTT revenues were performed in opposition to the existing literature on 

the dataset from the Eurostat database (dataset A) comprising annual transaction values of 

financial instruments of each EU member state. In accordance with Naess-Schmidt, 

Hansen and Ringsted (2014), the tax bases of individual EU member states were identified 

using the residence principle coupled with an issuance principle. Moreover, we also 

employed the source principle in dataset B from the WFE (for the European Union in 

2015). 

Furthermore, based on the methodology already mentioned above, five variants 

employing different tax rates (variant A-E) and three different scenarios – static scenario, 

maximum evasion scenario and no-evasion scenario – were considered. As is shown in 

following sections, the estimation of FFT revenues differ significantly in each EU member 

state depending on the variant and scenario employed. Highest FTT revenues were 

estimated in the static scenario and the lowest in the maximum evasion scenario.  

 

4.1 Revenue estimates for EU11 Enhanced Cooperation 
In variant A, which assumed similar tax rates as proposed by the FTT Directive (i.e., 0.1% 

for securities and 0.01% for derivatives), the highest FTT revenues would come from 

Germany and France. The lowest FTT revenues would come from Estonia. The estimated 

range of the volume of the revenues for Germany is EUR 0.56-3.11 bn. and for France EUR 

0.35-2.06 bn., depending on the selected scenario (for more details see table 8). 
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Table 8: EU11 - Summary of the estimates of the FTT revenue – variant A – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A (0.1 % and 0.01 %) 

p25 p75 p25 p75 p25 p75 

AT 1.04E+08 2.23E+08 4,53E+07 1.35E+08 4,66E+07 1.43E+08 

BE 3.47E+08 7.24E+08 1.55E+08 4.59E+08 1.57E+08 4.74E+08 

EE 6,91E+06 1,47E+07 3,06E+06 9,08E+06 3,13E+06 9,48E+06 

FR 8.6E+08 2.06E+09 3.52E+08 1.06E+09 3.84E+08 1.21E+09 

DE 1.36E+09 3.11E+09 5.63E+08 1.74E+09 5.93E+08 1.89E+09 

GR 1.9E+08 3.99E+08 8,47E+07 2.51E+08 8,60E+07 2.6E+08 

IT 6.77E+08 1.42E+09 3.02E+08 8.94E+08 3.07E+08 9.27E+08 

PT 1.01E+08 2.11E+08 4,48E+07 1.33E+08 4,55E+07 1.38E+08 

SK 3,09E+07 6,48E+07 1,37E+07 4,09E+07 1,39E+07 4,23E+07 

SI 1,67E+07 3,55E+07 7,34E+06 2,21E+07 7,47E+06 2,29E+07 

ES 5.13E+08 1.08E+09 2.28E+08 6.76E+08 2.32E+08 7.03E+08 
Source: Eurostat and own calculations 

 

In variant B (0.01% tax rate for securities and 0.0025% tax rate for derivatives), the 

highest FTT revenues would come from Germany, France and Italy, whereas the lowest one 

would come from Estonia. Table 9 below presents the amounts of the revenues raised 

under different scenarios (e.g., a range of EUR 0.11-0.15 bn. for Germany and a range of 

EUR 0.48-0.65 mil. for Estonia).   
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Table 9: EU11 - Summary of the estimates of the FTT revenue – variant B – dataset Eurostat 

Average 2012-2014 in 
EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant B (0.01 % and 0.0025 %) 

p25 p75 p25 p75 p25 p75 

AT 8.58E+06 1.02E+07 7.21E+06 8.53E+06 7.63E+06 9.12E+06 

BE 2.79E+07 3.17E+07 2.45E+07 2.86E+07 2.51E+07 2.94E+07 
EE 5.65E+05 659361.8 485330.9 5.70E+05 505535.5 598713.1 

FR 8.02E+07 1.11E+08 5.67E+07 7.02E+07 6.92E+07 8.76E+07 

DE 1.17E+08 1.51E+08 9.13E+07 1.11E+08 1.02E+08 1.26E+08 
EL 1.54E+07 1.76E+07 1.34E+07 1.57E+07 1.38E+07 1.62E+07 

IT 5.48E+07 6.27E+07 4.78E+07 5.59E+07 4.91E+07 5.78E+07 

PT 8.14E+06 9.33E+06 7.09E+06 8.31E+06 7.30E+06 8.59E+06 

SK 2.49E+06 2.84E+06 2.18E+06 2.55E+06 2.23E+06 2.62E+06 
SI 1.35E+06 1.56E+06 1.17E+06 1.38E+06 1.21E+06 1.43E+06 

ES 4.17E+07 4.80E+07 3.62E+07 4.24E+07 3.73E+07 4.40E+07 
Source: Eurostat and own calculations 

 

In variant C (0.05% tax rate for securities and 0.005% tax rate for derivatives), the 

highest FTT revenues would come from Germany, France and Italy. The lowest FTT 

revenues in this case would come from Estonia (EUR 1.88-5.02 mil), with the highest from 

Germany (EUR 0.69-1.04 bn.).  

Table 10: EU11 - Summary of the estimates of the FTT revenue – variant C – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant C (0.05 % and 0.005 %) 

p25 p75 p25 p75 p25 p75 

AT 4.61E+07 7.60E+07 2.79E+07 5.41E+07 2.87E+07 5.76E+07 

BE 1.54E+08 2.49E+08 9.53E+07 1.83E+08 9.64E+07 1.92E+08 

EE 3.08E+06 5.02E+06 1.88E+06 3.63E+06 1.92E+06 3.84E+06 
FR 3.84E+08 6.84E+08 2.17E+08 4.25E+08 2.38E+08 4.85E+08 

DE 6.02E+08 1.04E+09 3.48E+08 6.94E+08 3.67E+08 7.61E+08 

EL 8.47E+07 1.37E+08 5.21E+07 1.00E+08 5.29E+07 1.05E+08 

IT 3.02E+08 4.88E+08 1.86E+08 3.57E+08 1.88E+08 3.76E+08 
PT 4.48E+07 7.24E+07 2.76E+07 5.31E+07 2.80E+07 5.58E+07 

SK 1.38E+07 2.22E+07 8.45E+06 1.63E+07 8.56E+06 1.71E+07 

SI 7.43E+06 1.21E+07 4.53E+06 8.82E+06 4.60E+06 9.29E+06 
ES 2.29E+08 3.71E+08 1.4E+08 2.7E+08 1.43E+08 2.85E+08 

Source: Eurostat and own calculations 
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Variant D projects a tax rate of 0.1% to be applied on all financial instruments. This 

assumption is reflected in the estimated revenues, as they are the largest of all the variants. 

The highest FTT revenues would come from France (EUR 0.36-39.3 bn.) and Germany 

(EUR 0.57-34.6 bn.), whereas the lowest would come from Estonia (EUR 3.07-47.5 mil). 

For details, see table 11.  

 

Table 11: EU11 - Summary of the estimates of the FTT revenue – variant D – dataset Eurostat 

Average 2012-2014 in 
EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant D (0.1 %) 

p25 p75 p25 p75 p25 p75 

AT 1.53E+08 1.1E+09 4.56E+07 1.62E+08 4.79E+07 2.62E+08 
BE 3.52E+08 8.11E+08 1.55E+08 4.61E+08 1.57E+08 4.86E+08 

EE 8.75E+06 4.75E+07 3.07E+06 1.01E+07 3.17E+06 1.39E+07 

FR 2.95E+09 3.93E+10 3.63E+08 2.2E+09 4.41E+08 6.27E+09 
DE 3.11E+09 3.46E+10 5.72E+08 2.7E+09 6.39E+08 6.13E+09 

EL 2.07E+08 7.06E+08 8.47E+07 2.6E+08 8.65E+07 3.02E+08 

IT 7.36E+08 2.47E+09 3.02E+08 9.26E+08 3.08E+08 1.07E+09 

PT 1.1E+08 3.8E+08 4.48E+07 1.38E+08 4.58E+07 1.61E+08 
SK 3.19E+07 8.24E+07 1.37E+07 4.15E+07 1.39E+07 4.47E+07 

SI 1.91E+07 7.90E+07 7.35E+06 2.34E+07 7.52E+06 2.87E+07 

ES 5.87E+08 2.4E+09 2.29E+08 7.17E+08 2.34E+08 8.82E+08 
Source: Eurostat and own calculations 

 

The final variant E uses a 0.01% tax rate for all financial instruments, as shown in table 

12. As with the previous variants, the highest revenues would come from Germany (EUR 

0.13-0.48 bn.), France and Italy.   
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Table 12: EU11 - Summary of the estimates of the FTT revenue – variant E – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion 
scenario No evasion scenario 

Variant E (0.01 %) 

p25 p75 p25 p75 p25 p75 

AT 1.01E+07 1.96E+07 7.28E+06 9.07E+06 8.08E+06 1.20E+07 

BE 2.81E+07 3.27E+07 2.45E+07 2.87E+07 2.51E+07 2.97E+07 
EE 621105.9 1.01E+06 487742.2 590228.8 521664.9 7.05E+05 

FR 1.44E+08 5.08E+08 5.96E+07 9.30E+07 8.82E+07 2.09E+08 

DE 1.71E+08 4.85E+08 9.36E+07 1.3E+08 1.18E+08 2.28E+08 

EL 1.59E+07 2.09E+07 1.34E+07 1.59E+07 1.39E+07 1.72E+07 
IT 5.66E+07 7.39E+07 4.79E+07 5.66E+07 4.97E+07 6.12E+07 

PT 8.43E+06 1.11E+07 7.11E+06 8.41E+06 7.39E+06 9.14E+06 

SK 2.52E+06 3.02E+06 2.18E+06 2.56E+06 2.24E+06 2.68E+06 
SI 1.42E+06 2.02E+06 1.17E+06 1.40E+06 1.23E+06 1.56E+06 

ES 4.39E+07 6.21E+07 3.63E+07 4.32E+07 3.80E+07 4.83E+07 
Source: Eurostat and own calculations 

 

Obviously, the highest FTT revenues were estimated to come from Germany, France and 

Italy, whereas the lowest revenues would come from Estonia in all of the EU11 variants 

considered.  

 

4.2 Revenue estimates for EU28 

This part focuses on the estimates of FTT revenues for EU28 through two different 

datasets. 

Revenues estimates based on dataset A from Eurostat 

In variant A, which assumed similar tax rates as the FTT Directive proposal (i.e., 0.1% for 

securities and 0.01% for derivatives), the highest FTT revenues would accrue to the 

European Union from Luxembourg, Germany, the United Kingdom, Ireland and the 

Netherlands. The lowest FTT revenues would accrue from Estonia. The estimated range of 

the volume of the revenues for Luxembourg is EUR 1.65-7.74 bn., for Germany EUR 0.56-

3.11 bn. and for United Kingdom EUR 0.47-2.24 bn., depending on the selected scenario 

(for more details see table 13). 
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Table 13: Summary of the estimates of the FTT revenue – variant A – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A (0.1 % and 0.01 %) 

p25 p75 p25 p75 p25 p75 

AT 1.04E+08 2.23E+08 4,53E+07 1.35E+08 4,66E+07 1.43E+08 

BE 3.47E+08 7.24E+08 1.55E+08 4.59E+08 1.57E+08 4.74E+08 

BG 2,39E+07 5,13E+07 1,02E+07 3,19E+07 1,04E+07 3,30E+07 

HR 1,80E+07 3,85E+07 7,80E+06 2,39E+07 7,94E+06 2,48E+07 

CY 5,77E+07 1.28E+08 2,49E+07 7,41E+07 2,60E+07 7,97E+07 

CZ 5,30E+07 1.14E+08 2,31E+07 7,00E+07 2,36E+07 7,30E+07 

DK 2.06E+08 4.39E+08 9,09E+07 2.7E+08 9,30E+07 2.83E+08 

EE 6,91E+06 1,47E+07 3,06E+06 9,08E+06 3,13E+06 9,48E+06 

FI 1.32E+08 2.77E+08 5,88E+07 1.74E+08 5,97E+07 1.8E+08 

FR 8.6E+08 2.06E+09 3.52E+08 1.06E+09 3.84E+08 1.21E+09 

DE 1.36E+09 3.11E+09 5.63E+08 1.74E+09 5.93E+08 1.89E+09 

EL 1.9E+08 3.99E+08 8,47E+07 2.51E+08 8,60E+07 2.6E+08 

HU 6,93E+07 1.54E+08 2,98E+07 8,87E+07 3,12E+07 9,59E+07 

IE 1.09E+09 2.39E+09 4.74E+08 1.42E+09 4.91E+08 1.51E+09 

IT 6.77E+08 1.42E+09 3.02E+08 8.94E+08 3.07E+08 9.27E+08 

LV 1,55E+07 3,35E+07 6,72E+06 2,04E+07 6,88E+06 2,14E+07 

LT 1,18E+07 2,47E+07 5,27E+06 1,56E+07 5,35E+06 1,61E+07 

LU 3.69E+09 7.74E+09 1.65E+09 4.88E+09 1.67E+09 5.05E+09 

MT 4,90E+07 1.03E+08 2,18E+07 6,47E+07 2,22E+07 6,70E+07 

NL 1.1E+09 2.31E+09 4.88E+08 1.45E+09 4.97E+08 1.5E+09 

PL 1.42E+08 3.14E+08 5,84E+07 1.92E+08 5,94E+07 1.98E+08 

PT 1.01E+08 2.11E+08 4,48E+07 1.33E+08 4,55E+07 1.38E+08 

RO 5,45E+07 1.18E+08 2,33E+07 7,26E+07 2,37E+07 7,54E+07 

SK 3,09E+07 6,48E+07 1,37E+07 4,09E+07 1,39E+07 4,23E+07 

SI 1,67E+07 3,55E+07 7,34E+06 2,21E+07 7,47E+06 2,29E+07 

ES 5.13E+08 1.08E+09 2.28E+08 6.76E+08 2.32E+08 7.03E+08 

SE 3.8E+08 9.81E+08 1.47E+08 4.47E+08 1.69E+08 5.42E+08 

UK 1.06E+09 2.24E+09 4.71E+08 1.4E+09 4.79E+08 1.45E+09 
Source: Eurostat and own calculations 

 

In variant B (0.01% tax rate for securities and 0.0025% tax rate for derivatives), the 

highest FTT revenues would accrue from Luxembourg, Germany, the Netherlands, Ireland, 

France and the United Kingdom, whereas the lowest would come from Lithuania. Table 14 

below presents the amounts of revenues accruing to the EU from the each member State 
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under different scenarios (e.g., the range of EUR 0.26-0.34 bn. for Luxembourg to the 

range EUR 0.48-0.65 mil. for Estonia).  

 

Table 14: Summary of the estimates of the FTT revenue – variant B – dataset Eurostat 

Average 2012-2014 in 
EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant B (0.01 % and 0.0025 %) 

p25 p75 p25 p75 p25 p75 

AT 8.58E+06 1.02E+07 7.21E+06 8.53E+06 7.63E+06 9.12E+06 

BE 2.79E+07 3.17E+07 2.45E+07 2.86E+07 2.51E+07 2.94E+07 

BG 1.90E+06 2.18E+06 1.65E+06 1.95E+06 1.69E+06 2.01E+06 
HR 1.45E+06 1.67E+06 1.25E+06 1.48E+06 1.29E+06 1.53E+06 

CY 4.94E+06 6.15E+06 3.97E+06 4.74E+06 4.36E+06 5.29E+06 

CZ 4.33E+06 5.06E+06 3.69E+06 4.36E+06 3.86E+06 4.59E+06 
DK 1.70E+07 2.00E+07 1.44E+07 1.70E+07 1.51E+07 1.80E+07 

EE 5.65E+05 659361.8 485330.9 5.70E+05 505535.5 598713.1 

FI 1.07E+07 1.22E+07 9.31E+06 1.09E+07 9.57E+06 1.13E+07 

FR 8.02E+07 1.11E+08 5.67E+07 7.02E+07 6.92E+07 8.76E+07 
DE 1.17E+08 1.51E+08 9.13E+07 1.11E+08 1.02E+08 1.26E+08 

EL 1.54E+07 1.76E+07 1.34E+07 1.57E+07 1.38E+07 1.62E+07 

HU 5.98E+06 7.51E+06 4.75E+06 5.69E+06 5.26E+06 6.41E+06 
IE 9.19E+07 1.12E+08 7.56E+07 8.99E+07 8.14E+07 9.80E+07 

IT 5.48E+07 6.27E+07 4.78E+07 5.59E+07 4.91E+07 5.78E+07 

LV 1.27E+06 1.50E+06 1.08E+06 1.27E+06 1.13E+06 1.35E+06 

LT 951603.9 1.08E+06 834391.3 975663.4 854561.3 1.00E+06 
LU 2.98E+08 3.4E+08 2.61E+08 3.05E+08 2.67E+08 3.14E+08 

MT 3.96E+06 4.54E+06 3.46E+06 4.05E+06 3.55E+06 4.18E+06 

NL 8.90E+07 1.02E+08 7.74E+07 9.07E+07 7.98E+07 9.40E+07 
PL 1.12E+07 1.31E+07 9.66E+06 1.15E+07 9.93E+06 1.19E+07 

PT 8.14E+06 9.33E+06 7.09E+06 8.31E+06 7.30E+06 8.59E+06 

RO 4.38E+06 5.10E+06 3.77E+06 4.46E+06 3.90E+06 4.65E+06 

SK 2.49E+06 2.84E+06 2.18E+06 2.55E+06 2.23E+06 2.62E+06 
SI 1.35E+06 1.56E+06 1.17E+06 1.38E+06 1.21E+06 1.43E+06 

ES 4.17E+07 4.80E+07 3.62E+07 4.24E+07 3.73E+07 4.40E+07 

SE 3.84E+07 5.75E+07 2.40E+07 3.08E+07 3.24E+07 4.26E+07 
UK 8.62E+07 9.97E+07 7.46E+07 8.75E+07 7.72E+07 9.12E+07 

Source: Eurostat and own calculations 
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In variant C (0.05% tax rate for securities and 0.005% tax rate for derivatives), the 

highest FTT revenues would accrue to the EU from Luxemburg, Germany, the Netherlands, 

Ireland and the United Kingdom. The lowest FTT revenues in this case would come from 

Estonia (EUR 1.88-5.02 mil), whereas the highest would be from Luxembourg (EUR 1.01-

2.66 bn.).  

 

Table 15:  Summary of the estimates of the FTT revenue – variant C – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant C (0.05 % and 0.005 %) 

p25 p75 p25 p75 p25 p75 

AT 4.61E+07 7.60E+07 2.79E+07 5.41E+07 2.87E+07 5.76E+07 
BE 1.54E+08 2.49E+08 9.53E+07 1.83E+08 9.64E+07 1.92E+08 

BG 1.06E+07 1.74E+07 6.33E+06 1.27E+07 6.41E+06 1.33E+07 

HR 7.99E+06 1.31E+07 4.82E+06 9.52E+06 4.89E+06 1.00E+07 
CY 2.57E+07 4.32E+07 1.53E+07 2.97E+07 1.60E+07 3.22E+07 

CZ 2.36E+07 3.87E+07 1.42E+07 2.79E+07 1.45E+07 2.95E+07 

DK 9.18E+07 1.5E+08 5.59E+07 1.08E+08 5.72E+07 1.14E+08 

EE 3.08E+06 5.02E+06 1.88E+06 3.63E+06 1.92E+06 3.84E+06 
FI 5.88E+07 9.49E+07 3.62E+07 6.96E+07 3.67E+07 7.31E+07 

FR 3.84E+08 6.84E+08 2.17E+08 4.25E+08 2.38E+08 4.85E+08 

DE 6.02E+08 1.04E+09 3.48E+08 6.94E+08 3.67E+08 7.61E+08 
EL 8.47E+07 1.37E+08 5.21E+07 1.00E+08 5.29E+07 1.05E+08 

HU 3.09E+07 5.22E+07 1.83E+07 3.55E+07 1.92E+07 3.87E+07 

IE 4.87E+08 8.11E+08 2.92E+08 5.67E+08 3.02E+08 6.09E+08 
IT 3.02E+08 4.88E+08 1.86E+08 3.57E+08 1.88E+08 3.76E+08 

LV 6.90E+06 1.14E+07 4.15E+06 8.15E+06 4.24E+06 8.65E+06 

LT 5.26E+06 8.48E+06 3.24E+06 6.24E+06 3.29E+06 6.55E+06 

LU 1.65E+09 2.66E+09 1.01E+09 1.95E+09 1.03E+09 2.05E+09 
MT 2.18E+07 3.53E+07 1.34E+07 2.59E+07 1.36E+07 2.72E+07 

NL 4.89E+08 7.92E+08 3.01E+08 5.79E+08 3.05E+08 6.09E+08 

PL 6.26E+07 1.06E+08 3.64E+07 7.56E+07 3.69E+07 7.97E+07 
PT 4.48E+07 7.24E+07 2.76E+07 5.31E+07 2.80E+07 5.58E+07 

RO 2.42E+07 4.00E+07 1.44E+07 2.88E+07 1.47E+07 3.04E+07 

SK 1.38E+07 2.22E+07 8.45E+06 1.63E+07 8.56E+06 1.71E+07 

SI 7.43E+06 1.21E+07 4.53E+06 8.82E+06 4.60E+06 9.29E+06 
ES 2.29E+08 3.71E+08 1.4E+08 2.7E+08 1.43E+08 2.85E+08 

SE 1.7E+08 3.2E+08 9.08E+07 1.8E+08 1.05E+08 2.16E+08 

UK 4.72E+08 7.66E+08 2.9E+08 5.58E+08 2.95E+08 5.88E+08 
Source: Eurostat and own calculations 
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Variant D applies a tax rate of 0.1% on all financial instruments. This assumption is 

reflected in the estimated revenues, as they are the largest from all the variants. The 

highest FTT revenues would accrue to the EU from France (EUR 0.36-39.3 bn.), whereas 

the lowest would come from Lithuania (EUR 0.57-3.13 mil). Other highest revenues of FTT 

would also accrue to the EU from Luxembourg, Germany, the United Kingdom and the 

Netherlands (for details see table 16).  

Table 16:  Summary of the estimates of the FTT revenue – variant D – dataset Eurostat 

Average 2012-2014 in 
EUR 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant D (0.1 %) 

p25 p75 p25 p75 p25 p75 

AT 1.53E+08 1.1E+09 4.56E+07 1.62E+08 4.79E+07 2.62E+08 

BE 3.52E+08 8.11E+08 1.55E+08 4.61E+08 1.57E+08 4.86E+08 

BG 2.49E+07 6.90E+07 1.02E+07 3.25E+07 1.04E+07 3.53E+07 
HR 2.02E+07 7.77E+07 7.81E+06 2.51E+07 7.99E+06 3.01E+07 

CY 1.15E+08 1.14E+09 2.52E+07 1.05E+08 2.75E+07 2.18E+08 

CZ 6.77E+07 3.67E+08 2.32E+07 7.78E+07 2.40E+07 1.09E+08 
DK 2.81E+08 1.77E+09 9.13E+07 3.1E+08 9.51E+07 4.64E+08 

EE 8.75E+06 4.75E+07 3.07E+06 1.01E+07 3.17E+06 1.39E+07 

FI 1.43E+08 4.68E+08 5.88E+07 1.8E+08 6.00E+07 2.06E+08 

FR 2.95E+09 3.93E+10 3.63E+08 2.2E+09 4.41E+08 6.27E+09 
DE 3.11E+09 3.46E+10 5.72E+08 2.7E+09 6.39E+08 6.13E+09 

EL 2.07E+08 7.06E+08 8.47E+07 2.6E+08 8.65E+07 3.02E+08 

HU 1.46E+08 1.53E+09 3.02E+07 1.31E+08 3.33E+07 2.82E+08 
IE 1.87E+09 1.63E+10 4.78E+08 1.84E+09 5.12E+08 3.39E+09 

IT 7.36E+08 2.47E+09 3.02E+08 9.26E+08 3.08E+08 1.07E+09 

LV 2.11E+07 1.33E+08 6.75E+06 2.35E+07 7.03E+06 3.48E+07 

LT 1.22E+07 3.13E+07 5.27E+06 1.58E+07 5.36E+06 1.70E+07 
LU 3.9E+09 1.14E+10 1.65E+09 4.99E+09 1.68E+09 5.56E+09 

MT 5.32E+07 1.79E+08 2.18E+07 6.70E+07 2.23E+07 7.74E+07 

NL 1.23E+09 4.65E+09 4.89E+08 1.52E+09 5.01E+08 1.83E+09 
PL 1.55E+08 5.48E+08 5.85E+07 1.99E+08 5.98E+07 2.3E+08 

PT 1.1E+08 3.8E+08 4.48E+07 1.38E+08 4.58E+07 1.61E+08 

RO 6.40E+07 2.86E+08 2.33E+07 7.78E+07 2.40E+07 9.82E+07 
SK 3.19E+07 8.24E+07 1.37E+07 4.15E+07 1.39E+07 4.47E+07 

SI 1.91E+07 7.90E+07 7.35E+06 2.34E+07 7.52E+06 2.87E+07 

ES 5.87E+08 2.4E+09 2.29E+08 7.17E+08 2.34E+08 8.82E+08 

SE 1.86E+09 2.73E+10 1.55E+08 1.25E+09 2.09E+08 4.11E+09 
UK 1.25E+09 5.59E+09 4.72E+08 1.5E+09 4.84E+08 1.91E+09 

Source: Eurostat and own calculations 
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Variant E calculates a 0.01% tax rate for all financial instruments, as is shown in table 

17. The highest revenues would accrue to the EU from France (EUR 59.6 mil-0.50 bn.), 

Germany, Luxembourg, Ireland, the United Kingdom and the Netherlands, as with 

previous variants.  

 
Table 17:  Summary of the estimates of the FTT revenue – variant E – dataset Eurostat 

Average 2012-2014 in EUR 

Static scenario  
(without E and ε) 

Max evasion 
scenario No evasion scenario 

Variant E (0.01 %) 

p25 p75 p25 p75 p25 p75 

AT 1.01E+07 1.96E+07 7.28E+06 9.07E+06 8.08E+06 1.20E+07 
BE 2.81E+07 3.27E+07 2.45E+07 2.87E+07 2.51E+07 2.97E+07 

BG 1.93E+06 2.37E+06 1.66E+06 1.96E+06 1.70E+06 2.07E+06 

HR 1.51E+06 2.09E+06 1.26E+06 1.50E+06 1.31E+06 1.66E+06 
CY 6.69E+06 1.70E+07 4.04E+06 5.36E+06 4.88E+06 8.59E+06 

CZ 4.79E+06 7.79E+06 3.71E+06 4.53E+06 4.01E+06 5.45E+06 

DK 1.93E+07 3.42E+07 1.45E+07 1.78E+07 1.58E+07 2.23E+07 

EE 621105.9 1.01E+06 487742.2 590228.8 521664.9 7.05E+05 
FI 1.10E+07 1.42E+07 9.32E+06 1.10E+07 9.66E+06 1.19E+07 

FR 1.44E+08 5.08E+08 5.96E+07 9.30E+07 8.82E+07 2.09E+08 

DE 1.71E+08 4.85E+08 9.36E+07 1.3E+08 1.18E+08 2.28E+08 
EL 1.59E+07 2.09E+07 1.34E+07 1.59E+07 1.39E+07 1.72E+07 

HU 8.34E+06 2.21E+07 4.85E+06 6.53E+06 5.96E+06 1.09E+07 

IE 1.16E+08 2.6E+08 7.67E+07 9.84E+07 8.84E+07 1.43E+08 

IT 5.66E+07 7.39E+07 4.79E+07 5.66E+07 4.97E+07 6.12E+07 
LV 1.44E+06 2.56E+06 1.08E+06 1.34E+06 1.18E+06 1.67E+06 

LT 962927.3 1.15E+06 834893.5 979686.1 857911.5 1.02E+06 

LU 3.04E+08 3.8E+08 2.61E+08 3.07E+08 2.69E+08 3.26E+08 
MT 4.09E+06 5.35E+06 3.46E+06 4.09E+06 3.59E+06 4.43E+06 

NL 9.33E+07 1.27E+08 7.76E+07 9.22E+07 8.12E+07 1.02E+08 

PL 1.16E+07 1.55E+07 9.68E+06 1.17E+07 1.00E+07 1.27E+07 

PT 8.43E+06 1.11E+07 7.11E+06 8.41E+06 7.39E+06 9.14E+06 
RO 4.67E+06 6.89E+06 3.78E+06 4.57E+06 3.99E+06 5.20E+06 

SK 2.52E+06 3.02E+06 2.18E+06 2.56E+06 2.24E+06 2.68E+06 

SI 1.42E+06 2.02E+06 1.17E+06 1.40E+06 1.23E+06 1.56E+06 
ES 4.39E+07 6.21E+07 3.63E+07 4.32E+07 3.80E+07 4.83E+07 

SE 8.36E+07 3.38E+08 2.60E+07 4.69E+07 4.58E+07 1.28E+08 

UK 9.20E+07 1.35E+08 7.48E+07 8.96E+07 7.89E+07 1.02E+08 
Source: Eurostat and own calculations 
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Revenue estimates based on dataset B from WFE 

As in the case of dataset A, five variants depending on different tax rates (variants A-E) and 

three different scenarios, such as the static scenario, maximum evasion scenario and no-

evasion scenario, were considered.  

In the static scenario, the highest FTT revenues could accrue to the EU from variant D, 

which includes the highest assumed tax rate for derivatives and securities in the amount of 

0.1%. The estimated range of the volume for the entire EU is USD 433 bn.-5,884 bn., with 

the lowest FTT revenues accruing in variant B (i.e., 0.01% tax rate for securities and 

0.0025% tax rate for derivatives). The estimated range of the volume for the whole EU is 

USD 7-11 bn. Under other scenarios, estimates of FTT revenues decline (for more details, 

see table 18 below). 

 

Table 18:  Summary of the estimates of the FTT revenue for EU – dataset WFE  

Financial 
instruments 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Percentiles 25p 75p 25p 75p 25p 75p 
Variants 
in mil USD Variant A (0.1 % and 0.01 %) 

Derivatives 32370.22 96296.41 1444.388 6864.745 10043.21 29331.52 
Equity 22563.38 43146.71 15647.96 33774.69 15806.17 35552.00 
Total 54933.6 139443.1 17092.35 40639.43 25849.38 64883.53 

 
Variant B (0.01 % and 0.0025 %) 

Derivatives 5510.627 9066.407 446.7758 1492.534 3648.166 5046.787 
Equity 2423.232 2651.237 2203.68 2425.594 2257.627 2488.934 
Total 7933.859 11717.64 2650.455 3918.128 5905.793 7535.721 

 
Variant C (0.05 % and 0.005 %) 

Derivatives 15140.87 31197.23 851.519 3050.998 6328.831 11639.46 
Equity 11589.08 16952.7 9340.492 14297.19 9482.793 14814.15 
Total 26729.95 48149.93 10192.01 17348.18 15811.62 26453.61 

 
Variant D (0.1 %) 

Derivatives 410707.78 5841691 13025.61 218116.3 36842.92 1022589 
Equity 22563.38 43146.71 15647.96 33774.69 15806.17 35552 
Total 433271.16 5884838 28673.58 251890.9 52649.09 1058141 

 
Variant E (0.01 %) 

Derivatives 20303.04 74881.39 1444.388 6864.745 10043.21 29331.52 
Equity 2423.232 2651.237 2203.68 2425.594 2257.627 2488.934 
Total 22726.27 77532.63 3648.068 9290.339 12300.84 31820.46 

Source: WFE, author´s calculation. 
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In comparison with the results gained when employing the data from dataset A into the 

simulation models, estimation of overall FTT revenues are higher. The difference is caused 

mainly by the application of the source principle instead of the residence/issuance 

principle, which leads to a broader tax base as all the financial transactions that are 

deemed to have occurred in the EU, regardless of the tax residence of the parties involved 

in the transactions, are subject to FTT.  
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5 Replacement of VAT and GNI own resources 
As was already mentioned above, when considering a FTT-based own resource as a new 

source of sustainability-oriented EU funding, it is also necessary to consider the design of 

the tax-based system of own resources. This paper considers the design of FTT-based own 

resources, which is based on a remittance system (the system expects the replacement of 

VAT- and GNI-based own resource by the transfer of tax revenues from FTT raised on 

national level to the EU budget).  

As the research into the different scenarios conducted in previous section shows, FTT is 

able to generate substantial tax revenues depending on the set tax rates and the reaction of 

the financial markets (i.e., the elasticity, transaction costs or the relocation effects) for both 

EU28 and EU11. Globally, based on our estimates, the FTT based on Enhanced 

Cooperation (EU11) could generate tax revenues between EUR 288 mil.-82.00 bn. and in 

case of EU28 between EUR 0.85 bn. - 153.85 bn. (based on dataset A) and between USD 

2.65 bn. – 5 884.8 bn. (based on dataset B).  

As is obvious from the table below, in the case of Enhanced Cooperation (EU-11), the 

VAT-based own resource generates EUR 9.67 bn. and GNI-based own resources generate 

EUR 49.66 bn. In case of EU28, the VAT-based own resource generates EUR 17.6 bn. (USD 

15.91 bn.) and GNI-based own resources generates EUR 99.07 bn. (USD 89.25 bn.). 

Therefore, the replacement of VAT- or GNI-based national contributions to the EU budget 

by new FTT-based own resource is possible. 
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Table 19: VAT and GNI-based national contributions for 2015 in mil. EUR 

Country VAT GNI Country VAT GNI 

AT 453.00 2 197.5 IT 1 760.1 11 443.0 
BE 508.60 2 864.4 LV 32.50 192.70 
BG 58.70 315.30 LT 40.30 253.80 
HR 63.00 294.60 LU 38.50 171.40 

CY 23.00 107.70 MT 10.60 49.40 

CZ 183.80 1 023.5 NL 818.60 5 493.3 
DK 279.50 1 737.7 PL 445.10 2 787.0 
EE 25.70 138.30 PT 242.30 1 271.1 

FI 270.50 1 365.3 RO 161.30 1090.40 

FR 2 956.4 15 025.0 SK 69.00 502.60 

DE 3 698.7 21 737.7 SI 52.80 247.20 

EL 286.00 1 410.9 ES 1 382.0 7 850.3 

HU 118.10 700.80 SE 553.10 3 219.6 
IE 203.20 1 108.0 UK 2 932.9 14 475.0 
EU-11 9 674.5 49 663.0 

 
EU-28 17 667.4 99 073.7 

Source: Eurostat 

 

5.1 Replacement of VAT and GNI own resource for EU11  
Simulation of the possible replacement based on dataset A from Eurostat 

With respect to the replacement of VAT-based own resource by FTT, three scenarios in 

dependence on different tax rates (variant A-D) were considered. As shown in Table 20 

below, the full replacement of VAT-based own resource could be reached only in the case of 

a static scenario for the whole EU11 and in the case of no-evasion scenario, namely by 

France, Germany and Greece. The partial replacement would be reached in case of a max 

evasion scenario, which varies from 1.59% up to 90.99% (for details, see the table below). 
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Table 20: FTT revenue potential in case of VAT-based own resource replacement – dataset A 

VAT replacement in % 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A-D 
25p 75p 25p 75p 25p 75p 

AT 1.89 100.00 1.59 35.80 1.68 57.80 
BE 5.49 100.00 4.82 90.68 4.93 95.54 
EE 2.20 100.00 1.89 39.20 1.97 54.11 
FR 2.71 100.00 1.92 74.26 2.34 100.00 
DE 3.17 100.00 2.47 72.97 2.77 100.00 
GR 5.38 100.00 4.69 90.99 4.82 100.00 
IT 3.11 100.00 2.72 52.61 2.79 60.73 
PT 3.36 100.00 2.93 56.90 3.01 66.28 
SK 3.60 100.00 3.16 60.08 3.23 64.78 
SL 2.56 100.00 2.22 44.34 2.29 54.30 
ES 3.02 100.00 2.62 51.86 2.70 63.85 

Source: Eurostat and own calculations. 

 

With regard to the replacement of GNI-based national contributions by FTT revenues, 

three scenarios similar to the previous case were considered. Only France and Germany 

would reach the full replacement in case of the static scenario. Similarly, as in the previous 

case, partial replacements, which vary from 0.33% up to 18.44%, would be reached in the 

case of the max evasion scenario and from 0.35% up to 41.72% in case of no-evasion 

scenario. For details, see the table below. 

 

Table 21: FTT revenue potential in case of GNI-based own resource replacement – dataset A 

GNI replacement in % 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A-D 
25p 75p 25p 75p 25p 75p 

AT 0.39 50.17 0.33 7.38 0.35 11.91 
BE 0.97 28.32 0.86 16.10 0.88 16.96 
EE 0.41 34.34 0.35 7.29 0.37 10.05 
FR 0.53 100.00 0.38 14.61 0.46 41.72 
DE 0.54 100.00 0.42 12.42 0.47 28.22 
GR 1.09 50.05 0.95 18.44 0.98 21.39 
IT 0.48 21.56 0.42 8.09 0.43 9.34 
PT 0.64 29.90 0.56 10.85 0.57 12.63 
SK 0.49 16.39 0.43 8.25 0.44 8.89 
SL 0.55 31.96 0.47 9.47 0.49 11.60 
ES 0.53 30.60 0.46 9.13 0.48 11.24 

Source: Eurostat and own calculations. 
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5.2 Replacement of VAT and GNI own resource for EU28 

Simulation of the possible replacement based on dataset A from Eurostat 

With respect to the replacement of VAT-based own resource by FTT, three scenarios 

depending on different tax rates (variants A-D) were considered. As shown in Table 15 

below, Luxemburg is the only country that would generate enough revenue to fully replace 

VAT contributions with revenue from FTT. In other EU member states, the full 

replacement could be reached only when the estimates of FTT revenues are assumed on the 

volume of their 75th percentile. Under this assumption, in case of the “static scenario” 

(without considering evasion, relocation effect and elasticities), all EU member states 

(except Lithuania) would fully replace their VAT-based national contributions. As shown in 

the table, the situation is different in the other two scenarios. In the “max evasion” 

scenario, the full replacement could be achieved by Cyprus, Denmark, Hungary, Ireland, 

Malta, the Netherlands and Sweden. In the “without evasion” scenario, the full 

replacement could be achieved by Cyprus, Denmark, France, Germany, Greece, Hungary, 

Ireland, Latvia, Malta, the Netherlands and Sweden. Other EU member states could only 

partially replace VAT-based national contributions, which vary from 1.59% to 95.54% (for 

details, see the table below).  

With regard to the replacement of GNI-based national contributions with FTT revenues, 

three similar scenarios were considered. Similarly, the full replacement in all three 

scenarios could only be achieved in Luxembourg. However, if we consider the estimates of 

FTT revenues in the volume of 75 percentiles, two other EU member states could also reach 

the full replacement of GNI-based national contributions: Ireland and Malta. Some of the 

EU member states, namely Cyprus, Denmark, France, Germany, Hungary and Sweden 

could reach the full replacement in dependence on the selected scenario. As seen in Table 

23, under all scenarios, the partial replacement could be achieved between 0.33% and 

97.59%.  
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Table 22: FTT revenue potential in case of VAT-based own resource replacement – dataset A 

VAT replacement in % 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A-D 
25p 75p 25p 75p 25p 75p 

AT 1.89 100.00 1.59 35.80 1.68 57.80 
BE 5.49 100.00 4.82 90.68 4.93 95.54 
BG 3.24 100.00 2.82 55.31 2.89 60.19 
HR 2.30 100.00 1.99 39.88 2.05 47.79 
CY 21.47 100.00 17.25 100.00 18.95 100.00 
CZ 2.35 100.00 2.01 42.33 2.10 59.10 
DK 6.07 100.00 5.16 100.00 5.41 100.00 
EE 2.20 100.00 1.89 39.20 1.97 54.11 
FI 3.94 100.00 3.44 66.52 3.54 76.33 
FR 2.71 100.00 1.92 74.26 2.34 100.00 
DE 3.17 100.00 2.47 72.97 2.77 100.00 
GR 5.38 100.00 4.69 90.99 4.82 100.00 
HU 5.06 100.00 4.02 100.00 4.46 100.00 
IE 45.22 100.00 37.21 100.00 40.06 100.00 
IT 3.11 100.00 2.72 52.61 2.79 60.73 
LV 3.91 100.00 3.31 72.22 3.48 100.00 
LT 2.36 77.58 2.07 39.23 2.12 42.29 
LU 100.00 100.00 100.00 100.00 100.00 100.00 
MT 37.38 100.00 32.61 100.00 33.53 100.00 
NL 10.88 100.00 9.45 100.00 9.75 100.00 
PO 2.52 100.00 2.17 44.76 2.23 51.61 
PT 3.36 100.00 2.93 56.90 3.01 66.28 
RO 2.72 100.00 2.34 48.20 2.42 60.86 
SK 3.60 100.00 3.16 60.08 3.23 64.78 
SL 2.56 100.00 2.22 44.34 2.29 54.30 
ES 3.02 100.00 2.62 51.86 2.70 63.85 
SE 6.94 100.00 4.34 100.00 5.86 100.00 
UK 2.94 100.00 2.54 51.05 2.63 65.02 

Source: Eurostat and own calculations. 
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Table 23: FTT revenue potential in case of GNI-based own resource replacement – dataset A 

GNI replacement in % 

Static scenario  
(without E and ε) 

Max evasion scenario No evasion scenario 

Variant A-D 
25p 75p 25p 75p 25p 75p 

AT 0.39 50.17 0.33 7.38 0.35 11.91 
BE 0.97 28.32 0.86 16.10 0.88 16.96 
BG 0.60 21.90 0.52 10.30 0.54 11.21 
HR 0.49 26.38 0.43 8.53 0.44 10.22 
CY 4.59 100.00 3.68 97.59 4.05 100.00 
CZ 0.42 35.91 0.36 7.60 0.38 10.61 
DK 0.98 100.00 0.83 17.86 0.87 26.70 
EE 0.41 34.34 0.35 7.29 0.37 10.05 
FI 0.78 34.27 0.68 13.18 0.70 15.12 
FR 0.53 100.00 0.38 14.61 0.46 41.72 
DE 0.54 100.00 0.42 12.42 0.47 28.22 
GR 1.09 50.05 0.95 18.44 0.98 21.39 
HU 0.85 100.00 0.68 18.63 0.75 40.24 
IE 8.29 100.00 6.82 100.00 7.35 100.00 
IT 0.48 21.56 0.42 8.09 0.43 9.34 
LV 0.66 68.99 0.56 12.18 0.59 18.08 
LT 0.37 12.32 0.33 6.23 0.34 6.72 
LU 100.00 100.00 100.00 100.00 100.00 100.00 
MT 8.02 100.00 7.00 100.00 7.20 100.00 
NL 1.62 84.63 1.41 27.66 1.45 33.31 
PO 0.40 19.65 0.35 7.15 0.36 8.24 
PT 0.64 29.90 0.56 10.85 0.57 12.63 
RO 0.40 26.24 0.35 7.13 0.36 9.00 
SK 0.49 16.39 0.43 8.25 0.44 8.89 
SL 0.55 31.96 0.47 9.47 0.49 11.60 
ES 0.53 30.60 0.46 9.13 0.48 11.24 
SE 1.19 100.00 0.75 38.80 1.01 100.00 
UK 0.60 38.59 0.52 10.34 0.53 13.17 

Source: Eurostat and own calculations. 

 

Simulation of the possible replacement based on dataset B from WFE 

The replacement of VAT- and GNI-based own resources with FTT based on the dataset B 

from WFE was performed for the same scenarios and variants as in the previous dataset. 

With respect to the replacement of VAT-based own resources (shown in table 17 below), 

variant B would not be able to fully replace the overall contribution of the EU member 

states to the EU budget in the amount of USD 15,916 mil. This would achieve only partial 

replacement, which varies from 16.65% to 73.62%, depending on the selected scenario. The 

full replacement of VAT-based own resources would be reached in all scenarios in variants 
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A and D. The rest of variants, namely C and E, would be able to fully replace the VAT-based 

own resource depending on the selected scenario (for more details see table 24 below). 

 

Table 24: FTT revenue potential in case of VAT-based own resource replacement – dataset B 

VAT replacement in % 

Financial instruments Static scenario  
(without E and ε) 

Max evasion 
scenario No evasion scenario 

Percentiles 25p 75p 25p 75p 25p 75p 
Variants Variant A 
Derivatives 100.00 100.00 9.07 43.13 63.10 100.00 
Equity 100.00 100.00 98.31 100.00 99.31 100.00 
Total 100.00 100.00 100.00 100.00 100.00 100.00 

 
Variant B 

Derivatives 34.62 56.96 2.81 9.38 22.92 31.71 
Equity 15.22 16.66 13.85 15.24 14.18 15.64 
Total 49.85 73.62 16.65 24.62 37.10 47.35 

 
Variant C 

Derivatives 95.13 100.00 5.35 19.17 39.76 73.13 
Equity 72.81 100.00 58.68 89.83 59.58 93.07 
Total 100.00 100.00 64.03 100.00 99.34 100.00 

 
Variant D 

Derivatives 100.00 100.00 81.84 100.00 100.00 100.00 
Equity 100.00 100.00 98.31 100.00 99.31 100.00 
Total 100.00 100.00 100.00 100.00 100.00 100.00 

 
Variant E 

Derivatives 100.00 100.00 9.07 43.13 63.10 100.00 
Equity 15.22 16.66 13.85 15.24 14.18 15.64 
Total 100.00 100.00 22.92 58.37 77.28 100.00 

 
Total VAT USD 15 916.56 mil 

Source: WFE and own calculations. 

 

With regard to the replacement of GNI-based own resources with FTT revenues, three 

similar scenarios and five variants were again considered. However, the full replacement 

would not be reached in the majority of variants, namely by variant A (except the static 

scenario – 75p), B, C and E. The full replacement of VAT-based own resource in the 

amount of USD 89,255 mil. would only be reached by variant D in the static scenario. In 

the max evasion or no-evasion scenario, it would be reached if the estimates of FTT 

revenues are considered at the 75th percentiles. In the remainder of the cases, partial 

replacement could be achieved between 2.97% and 86.87% (for more details, see table 25 

below).  



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 49 

Table 25: FTT revenue potential in case of GNI-based own resource replacement – dataset B 

GNI replacement in % 

Financial instruments Static scenario  
(without E and ε) 

Max evasion 
scenario No evasion scenario 

Percentiles 25p 75p 25p 75p 25p 75p 
Variants Variant A 
Derivatives 36.27 100.00 1.62 7.69 11.25 32.86 
Equity 25.28 48.34 17.53 37.84 17.71 39.83 
Total 61.55 100.00 19.15 45.53 28.96 72.69 

 
Variant B 

Derivatives 6.17 10.16 0.50 1.67 4.09 5.65 
Equity 2.71 2.97 2.47 2.72 2.53 2.79 
Total 8.89 13.13 2.97 4.39 6.62 8.44 

 
Variant C 

Derivatives 16.96 34.95 0.95 3.42 7.09 13.04 
Equity 12.98 18.99 10.46 16.02 10.62 16.60 
Total 29.95 53.95 11.42 19.44 17.72 29.64 

 
Variant D 

Derivatives 100.00 100.00 14.59 100.00 41.28 100.00 
Equity 25.28 48.34 17.53 37.84 17.71 39.83 
Total 100.00 100.00 32.13 100.00 58.99 100.00 

 
Variant E 

Derivatives 22.75 83.90 1.62 7.69 11.25 32.86 
Equity 2.71 2.97 2.47 2.72 2.53 2.79 
Total 25.46 86.87 4.09 10.41 13.78 35.65 

 
Total GNI USD 89 244.32 mil  

Source: WFE and own calculations. 

  



FairTax WP-Series No.5 
Sustainability-oriented Future EU Funding: A Financial Transaction Tax 

 50  
 

6 Conclusion 
The introduction of sustainability-oriented tax-based sources of EU funding can establish a 

link between the Europe 2020 Strategy and the EU budget while also decreasing or 

eliminating current sustainability gaps in tax regimes in the EU. 

Our research demonstrates that a FTT could help decrease the sustainability gap in the 

area of tax competition (through harmonization of the tax bases as well as of the tax rates 

at least through Enhanced Cooperation) and tax fraud (through closing existing loopholes 

between the taxation of the national financial sector and through the unified rules of 

taxation financial sectors). Moreover, a FTT could contribute to the closing of the 

sustainability gap in the form of decrease in the importance of Pigovian taxation (i.e. 

introduction of FTT as the possible own resource might help to increase the importance of 

Pigovian taxation in overall taxation). In addition, the FTT should prevent the 

fragmentation of the Internal Market and the distortion of competition.  

To determine the revenue potential of the FTT, we identified and analysed two datasets 

through three different scenarios (the estimates of the FTT in case of static, max evasion 

and no-evasion scenarios) and variants depending on the tax rates. Furthermore, we 

considered the residence and the issuance principle for the dataset A (from Eurostat) and 

the source principle for the dataset B (from WFE). Our model of FTT estimates revealed 

that a FTT is able to generate substantial tax revenues depending on the level of tax rates 

and the reaction of financial markets (i.e., the elasticity, transaction costs or the relocation 

effects). Globally, based on the results of estimates, a FTT based on Enhanced Cooperation 

(EU11) could generate tax revenues in a range between EUR 288 mil.-82.00 bn. and for the 

EU28 between EUR 0.85 bn. - 153.85 bn. (based on dataset A) and in the range between 

USD 2.65 bn. – 5,884.8 bn. (based on dataset B), depending on the simulated variant.  

As mentioned in the introduction, the design of the system plays a very important role 

in sustainability-oriented EU future funding. We are adding to the classification of design 

options put forward by Raddatz and Schick (2013) the so-called remittance system. 

Accordingly, we suggest the replacement of VAT- and GNI-based own resources by the 

transfer of tax revenues from a FTT raised on a national level to the EU budget. Our 

research revealed that the introduction of a FTT under Enhanced Cooperation would be 

able to fully replace GNI- and VAT-based own resources only for some EU member states 

as well as in the case of FTT implementation in the EU28. With respect to the replacement, 

three scenarios depending on different tax rates (variant A-D) were considered, based on 

datasets A and B.  

For the EU11, the research revealed that full replacement of VAT-based own resource 

could be reached only in the case of the static scenario, contrary to partial replacement, 
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which varies from 1.59% to 90.99%. With regard to the replacement of GNI-based own 

resource, only France and Germany would reach full replacement in case of the static 

scenario; among the rest of the member states, the partial replacements would vary from 

0.33% to 18.44% in the max evasion scenario and from 0.35% up to 41.72% in the no-

evasion scenario. 

For the EU28 and dataset A, the research revealed that only Luxemburg would achieve 

full replacement of VAT and GNI. In other EU member states, the full replacement could 

be reached only when the estimates of the FTT revenues are assumed on the volume of 

their 75 percentile. In case of GNI-based own resource, this includes Ireland and Malta 

(max evasion scenario) and also Cyprus and Sweden (no-evasion scenario). In the case of 

VAT-based own resource, this includes Cyprus, Denmark, Hungary, Malta, the 

Netherlands, Ireland and Sweden (max evasion scenario) and also France, Germany, 

Greece and Latvia (no-evasion scenario). Thus, the full replacement could be reached 

depending on the set scenario and variant. For example, under the “static scenario”, the 

full replacement of VAT-based own resource would be reached for all EU member states 

(except Lithuania). 

For the EU28 and dataset B, the research revealed that variant B would not be able to 

fully replace the VAT overall contribution of the EU member states to the EU budget in the 

amount of USD 15,916 mil., contrary to the full replacement of VAT-based own resource by 

variants A and D for all scenarios. With regard to the replacement of GNI-based own 

resource, the full replacement would not be reached in most variants. The full replacement 

of GNI-based own resource in the amount of USD 89 255 mil. would be only reached by 

variant D under the static scenario. In the max evasion or no-evasion scenario, it would be 

reached if the estimates of FTT revenues in the volume of 75 percentiles are considered. 

The results also show that, from the EU11 (28) perspective, the tax is sufficient to fully 

replace VAT- or GNI-contributions if levied on EU11 (28) level (not on the national level) 

as a direct payment to the EU budget without tracking the source member state. 
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