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Summary

Present Stage of the Reform of German Business Tax

This paper discusses the problems of German business tax and
the meaning of the reform of this tax in recent years. German busi-
ness tax has its long historical tradition since the Middle Ages. After
World Ward this tax offered an important source of revenues for
local governments. It is expected that business tax offers a stable
source of revenues for local governments as benefits-related tax in
particular. But business world regards this tax as heavy burden on
companies.

The original business tax consisted of three elements, or wage
sum tax, business capital tax and business profit tax. However, wage
sum tax and business capital tax were abolished in a process of busi-
ness tax reform repeated after World War( , and only business profit
tax survives. Nowadays, business tax bears the characteristics near
to income taxation. Under this situation local governments hope
business tax reform that brings “revival” of business tax. On the
other hand business world demands the reduction, besides, the aboli-
tion of business tax.

Various designs for business tax reform are classified in two
types, or value-added type and income type. The value-added type
guarantees stable source of revenues for local governments, whereas
income type respects the ability to pay the tax. The central organiza-
tion of local governments proposed the reform plan of value-added
type by the name of “modernized business tax”. On the other hand,
the central organization of business world demanded the abolition of
business tax and suggested additional tax to income tax and corpora-
tion tax of local government.

On the beginning of 21th century, German federal government
started business tax reform. Federal government proposed “local
government economy tax” based on various reform designs.
According to this plan the self-supporting enterprises which did not
have born duty to pay business tax would be incorporated in taxpay-

ers. However, this plan failed to be realized on account of political
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resistance. As that compensation transfer of business tax to states
and federal government was reduced and share of local governments
was increased. In spite of this ad hoc reform for local governments,
fundamental reform of German business tax continues to be a future

problem unresolved.



