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Technical Notes no.1 
On the opportunity of fiscal system reforms and the scaling up of the fiscal service  

1. Background 
The national fiscal system has been considerably improved and adjusted to the new market conditions starting in 1998, by 
exerting the second fiscal reform in the Republic of Moldova in line with the Fiscal Reform Concept of the Republic of Moldova. 
Together with other fiscal policy measures, the fiscal legal framework was consolidated in a single paper, namely the 
Fiscal Code, which currently consists of eight items regulating the income tax, value added tax, excise-duties, real estate 
fees, local fees, fiscal administration, and taxes on natural resources. It is planned that a further systematization and 
simplification of fiscal legal framework by promoting and implementing the following items of the Fiscal Code – road 
taxes, social taxes, customs duties, and other taxes and fees, as well as by improving the fiscal legal framework. 
The given study1 is providing an analysis of the impact that the adopted fiscal policy measures have had following the 
fiscal reform started off in 1998 and is setting the proposals on further reforming of the national fiscal system. 
 
2. Fiscal Burden  
The level of fiscal burden, determined by the share of fiscal revenues, net of social insurance contributions and health 
insurance premiums, in the GDP, varied each year in the Republic of Moldova during 1998 – 2005, reaching its peak of 23.5 
per cent in 1998, with subsequent upward and downward sloping trends. The structure of government fiscal service, assessed 
as the share of each tax in the GDP, is strongly supported from the VAT and excise-duties (see Table 1). This indicator 
underwent a significant growth during 2001 – 2005 from 17.5 per cent reported in 2001 up to 22.8 per cent in 2005 and will 
basically stay flat during 2006 – 2007, with downward sloping trends during 2008 – 2009, to reach 23.1 per cent in 2007, and 
further down to 22.5 per cent by 2009, owing to the changes exerted to the income tax, VAT and excise-duties.  
 
Table 1. Evolution of the overall level of fiscal burden and other types of taxes and fees in the Republic of Moldova during 1998 – 2009 

Completed Estimated Indicators 
1998 1999 2000 2001 2002 2003 2004 2005 

Tentative 
2006 2007 2008 2009 

I. Share of fiscal revenues in the GDP (net of contributions 
made to GSIB and MHIF), per cent,   including: 

 
23,5 

 
17,6 

 
18,3 

 
17,5 

 
18,5 

 
20,2 

 
21,0 

 
22,8 

 
23,4 

 
23,8 

 
23.1 

 
23 

§ Income taxes paid by legal entities 2,0 1,9 1,7 1,8 1,9 2,1 2,4 2,2 2,0 2,0 2,0 2,0 
§ Income taxes paid by individuals 2,5 1,8 1,7 1,8 2,1 2,3 2,5 2,4 2,3 2,2 2,2 2,3 
§ VAT 12,3 7,6 8,4 7,9 9,0 10,1 10,7 12, 6 14.2 15,0 14,6 14,6 
§ Excise-duties 4,1 3,6 4,1 3,6 2,9 3,2 2,8 3,2 2,7 2,5 2,4 2,3 
§ Customs duties 0,7 0,6 0,5 0,6 0,9 1,1 1,0 1,2 1,0 1,0 0,9 0,9 
§ Real estate taxes  0,2 0,2 0,2 0,1 0,8 0,1 0,1 0,1 0,1 0,1 0,1 0,1 
§ Land taxes 0,9 1,1 1,0 0,9 0,1 0,6 0,6 0,5 0,5 0,4 0,4 0,3 
§ Road taxes 0,2 0,3 0,3 0,2 0,2 0,2 0,3 0,2 0,2 0,2 0,2 0,2 
§ Local taxes 0,4 0,4 0,3 0,4 0,3 0,3 0,3 0,2 0,2 0,2 0,2 0,2 
§ Fees paid on natural resources 0,1 0,1 - 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 
§ Business patents - - 0,1 0,1 0,1 0,1 0,1 0,1 0,1 0,1 - - 
§ Private taxes -  - - - - - - - - - - - 
II. Share of fiscal revenues in the GDP (including the 
contributions made to GSIB and MHIF), per cent, including: 

 
32,1 

 
24,0 

 
24,6 

 
24,2 

 
25,6 

 
27,3 

 
29,7 

 
32,0 

 
33,1 

 
34,0 

 
33,7 

 
34,1 

§ contributions to GSIB 8,5 6,3 6,3 6,7 7,1 7,1 7,7 8,0 8,5 8,7 9,0 9,4 
§ contributions to MHIF - - - - - - 1,0 1,2 1,2 1,5 1,6 1,7 
Informative: GDP, MDL million 9122,1 12321,6 16020,0 19051,5 22555,9 27618,9 32032 36755,3 43000 49300 56000 63300 

 
The level of fiscal burden, determined by the share of fiscal revenues with contributions to the social and health insurance, 
within the GDP, has also reported a significant growth in the Republic of Moldova during 2001-2005, from 24.2 per cent in 
2001 up to 32.0 per cent by 2005. The same trends are expected to persist throughout 2006 – 2009. This also contributes to a 
quick pace in the growth of fiscal burden, courtesy of direct taxes versus the indirect ones. Thus  in 2009  against 2005  the 
share of revenues from direct taxes within the GDP will tally up by 1.3 per cent, whereas the share of revenues generated by 
indirect taxes will surge up by  0.9  per cent units. There was a more prominent increase in the share of revenues generated 
by direct taxes in the GDP in 2004, from 12.9 per cent reported in 2003 up to 15.2 per cent in 2004, following the 
introduction of health insurance premiums in 2004, as graphically depicted in chart no.1. At the same time, the given 
conclusion is not sorting out the quantitative ties, within the framework of the fiscal system, between these two tax categories 
and it may be worked out by having the decision-makers take into account specific economic data, as well as the social and 
political dimensions, of items subject to enforcement. 

Chart no.1. Evolution of fiscal burden depending upon direct and indirect taxes throughout 1998 - 2009
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With respect to the fiscal burden on individuals reported during 1998 – 2004, this has had significant upward sloping 
trends, growing from 3.6 per cent reported in 1998 up to 10 per cent in 2005, remaining flat over the following period of 
                                                
1 Initiated in order to fulfill the priorities of the Republic of Moldova – European Union Plan of Actions.  
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time; despite the share of taxes going down, the share of exemptions is surging up, with changes to the structure of 
taxable income rate scales, coupled with an increase in the amount of the country’s average salary – the fiscal burden 
increases from 10.4 per cent in 2006 up to 13.6 per cent by 2008, i.e. somewhat dropping down in 2009 (following the 
changes to the fiscal policy suggested for 2007 – 2009). This could be explained by increasing the social and health 
insurance individual contributions, the trends of which are elaborated upon in Table 2. 
 
Table 2.  Evolution of fiscal burden on the individuals depending on the country’s average annual wage following the completion of 

fiscal policy measures for income taxes paid by individuals throughout 1998-2009 
Completed  Estimated No. Indicators 

1998 1999 2000 2001 2002 2003 2004 2005 
Tentative  

2006 2007 2008 2009 
1. Annual average salary in the country, MDL 3024 3655,2 4894,8 6524,4 8298 10689,6 13236 15840 19800 24180 29040 34320 
2. Personal annual exemption, MDL  

2100 2100 2520 2520 2520 3600 
 

3600 3960 4500 5400 5940 6540 
3. Annual exemption for dependents, MDL  

120 120 120 120 120 240 
 

240 600 840 1440 1560 1680 
4. Deduction of individual social insurance 

contributions, MDL 
30 

(1%) 
36,5 
(1%) 

48,9 
(1%) 

65,2 
(1%) 

83,0 
(1%) 

106,9 
(1%) 

264,7 
(2%) 

316,8 
(2%) 

594 
(3%) 

967,2 
(4%) 

1452 
(5%) 

2059,2 
(6%) 

5. Deduction of individual health insurance 
contributions, MDL - - - - - 

 
- - 

316,8 
(2%) 

396 
(2%) 

604,5 
(2,5%) 

726 
(2,5%) 

858 
(2,5%) 

6. Annual taxable income, MDL 804 1435,2 2254,8 3884,4 5658 6849,6 9396 10646,4 13470 15768,3 19362 23182,8 
7. Annual income tax, MDL 80,4 143,5 225,5 388,4 565,8 685,0 939,6 958,2 1077,6 1103,8 1766,4 1570,6 
8. Annual fiscal withdrawals made, MDL 110,4 180 274,4 453,6 648,8 791,9 1204,3 1591,8 2067,6 2675,5 3944,4 4487,8 
9. Fiscal burden, per cent 3,6 4,9 5,6 6,9 7,8 7,4 9,1 10,0 10,4 11,1 13,6 13,1 

 
Moreover, should the defining of the national fiscal system not be completed, one could not ensure a sufficient degree of 
stability of the level of fiscal taxation services.    
3. Fiscal Benefits 
During the review period, taxes played an active role as a circumstantial, structural and social regulation tool in the work 
of legal entities and individuals by providing fiscal benefits, the share of which within the GDP decreased down to 4.4 per 
cent in 2005 versus 6.7 per cent, 7.1 per cent and 5.7 per cent respectively during 2002 – 2004 (see Table 3). To a great 
extent, this is due to: the cancellation of VAT fiscal benefits set in 2004 for some goods and raw materials used in 
agriculture, as well as for the equipment, techniques and additional aggregates, except for those used within the farming 
product processing industry – a measure that was also scaled up in 2005; the scaling up of the system for fiscal benefits to 
customs duties, by implementing free trade agreements signed with the Republic of Moldova, within the framework of the 
Stability Pact for South-Eastern Europe starting in 2004, alongside those existing within the framework of similar 
agreements with CIS member countries and Romania, and those for the income tax in 2005 granted to small business 
legal entities, those making investments from any funds (either domestic or foreign) and operating in the field of 
information technologies, science/research, and innovations.  
Table 3. Evolution of fiscal benefits by types of taxes and the share of those in the GDP during 2002 – 2005 

2002 2003 2004 2005 Fiscal benefits by main 
taxing principles MDL 

million 
per 
cent 

MDL 
million 

per 
cent 

MDL 
million 

per 
cent 

MDL 
million 

per 
cent 

VAT 748,6 3,3 1173,0 4,2 740,3 2,3 860,0 2,3 
Excise-duties - - 25,0 0,1 34,2 0,1 - - 
Customs duties 432,7 1,9 456,3 1,6 701,2 2,2 253,1 0,7 
Income taxes on legal entities 226,3 1,0 240,3 0,9 260,3 0,8 352,3 1,0 
Real estate taxes  36,0 0,2 37,5 0,1 42,2 0,1 66,2 0,2 
Land taxes 65,0 0,3 70,0 0,2 76,0 0,2 79,4 0,2 
TOTAL fiscal benefits  1508,6 6,7 1964,3 7,1 1854,2 5,8 1611,0 4,4 
 
The structure of fiscal benefits varies depending upon the type of taxes and fees, methodology used when calculating 
those, and on the purpose of use of fiscal benefits.  
4. Impact of Fiscal Policy Changes 
Fiscal policy measures implemented since 1998 to date have been compliant with trends reported in the country’s entire 
national fiscal system reforms and aim at reaching economic, social and fiscal targets. The evolution of main changes in 
the fiscal policy during 1998 – 2006 is shown in Table 4. 
 Table 4. Evolution of fiscal policy measures on income tax and social taxes during 1998 – 2006. 

Indicators 1998 1999 2000 2001 2002 2003 2004 2005 2006 
 
 
 
The size of taxable income rate scales and the share of 
income taxes paid by individuals, MDL annual / per 
cent 

6,000– 10%
 

6,000 –10,800 – 15%
 

10,800– 28%
 

6,000– 10%
 

6,000 –10,800 – 15%
 

10,800– 28%
 

10,800 – 10%
 

10,800 -15,000 – 15%
 

15,000 – 28%
 

12,180 – 10%
 

12,180 -16,200 – 15%
 

16,200 – 28%
 

12,180 – 10%
 

12,180 -16,200 – 15%
 

16,200 – 25%
 

12,180 – 10%
 

12,180 -16,200 – 15%
 

16,200 – 25%
 

16,200 – 10%
 

16,200 -21,000 –15%
 

21,000 – 22%
 

16,200 – 9%
 

16,200 -21,000 –14%
 

21,000 – 20%
 

16,200 – 8%
 

16,200 -21,000 –13%
 

21,000 – 20%
 

Share of income tax paid by legal entities, per cent 32% 28% 28% 28% 25% 22% 20% 18% 15% 
Personal annual exemptions, MDL 2100 lei 2100 lei 2520 lei  2520 lei 2520 lei 3600 lei 3600 lei 3960 lei 4500 lei 
Annual exemptions for dependents, MDL 120 lei 120 lei 120 lei 120 lei 120 lei 240 lei 240 lei 600 lei 840 lei 
Employer’s social insurance premium, per cent 31% 31% 31% 31% 29% 29% 28% 27% 26% 
Employee’s social insurance premium, per cent 1% 1% 1% 1% 1% 1% 2% 2% 3% 
Employer’s health insurance premium, per cent - - - - - - 2% 2% 2% 
Employee’s health insurance premium, per cent - - - - - - 2% 2% 2% 
VAT standard share, per cent 20% 20% 20% 20% 20% 20% 20% 20% 20% 
VAT rebate share, per cent - 8% 5%, 8% 5%, 8% 5%, 8% 5%, 8% 5%, 8% 5%, 8% 5%, 8% 
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In particular, these refer to the following: 
• Setting up of an enabling fiscal framework to increase the flow of both domestic and foreign investments, render 
support to producers and boost up their interest in putting out and selling their own production, including small business 
agents, equitable re-distribution of income between various layers of the population, by reviewing the fiscal benefits 
granted and by keeping up the ones contributing towards economic growth and poverty reduction, as follows: 

1) Starting in 2001, the total or partial exemption of certain categories of taxpayers from paying income taxes for 2 – 
3 – 5 years respectively, including the companies with foreign and domestic investments, small business agents, rural 
households (farms), farming cooperatives for service provision; starting in 1998, the partial exemption of legal 
entities, the social capital of which is made up of, or increased by USD 250 thousand, USD 1 million, or USD 2 
million, from paying the income tax for as long as 5 years, as well as the reduction in the taxable income by a 
specific amount; starting in 2005, the full exemption of legal entities, the main activities of which are in carrying out 
programs, from paying the income tax for as long as 5 years, and legal entities operating in the field of 
science/research and innovations for an indefinite period of time; and 
2) In 1999, the exemption from paying the VAT in case of equipment, its complementary appliances and devices 
designed for production, the raw material and the agriculture-bound materials, with its scaling up during the set 
period, with gradual elimination of those fiscal benefits starting in 2004 until the beginning of 2006; in 2002, fixed 
capital deposits made to the legal entities’ social capital was exempted from paying the VAT; in 2004, the services 
that light industry enterprises have been rendering on a contractual basis all throughout the country are subject to 
zero VAT. 

• Assignment of an important role to the income tax paid by legal entities as an economic leverage to spur up investments, 
economic activity and legalization of illicit revenues, by considerably reducing its share for all legal entities from 32 per cent 
reported in 1998 down to 15 per cent in 2006, by reducing the principal share of income tax for all farmers by 80 per cent in 
1998 (principal share – 32 per cent); by 60 per cent – in 1999 (28 per cent); by 40 per cent – in 2000 (28 per cent); and by 20 
per cent – in 2001 (28 per cent), full exemption of farmers from having to pay income taxes for as long a period of time as 
five years starting in 2006, by reducing the general share of social insurance from 32 per cent reported in 1998 down to 30 
per cent – in 2002, as well as the employer’s share of social insurance from 31 per cent reported in 2000 down to 29 per cent 
– in 2002 and further down by 1 per cent annually in the following years starting in 2004;  
• Improvement of the population social status in the country by increasing the amount of taxable income rate scales, the size 
of personal exemptions and that set for dependents, and by reducing the share of income taxes paid by individuals; 
• Support for socially vulnerable groups of the mainstream population and keeping up the lowest price tags on the 
goods of first necessity by introducing an 8 per cent rebate on VAT on bread, other bakery products, milk and dairy 
products back in 1999, that further scaled up to also cover drugs in 2006; the natural gas and liquefied gases were VAT 
exempted in 1999, adding up to the list of goods taxed at a rebate rate of five per cent in 2000; the power, heat and hot 
water that the mainstream population is supplied with were exempted of VAT in 1999, making it to the list of goods with 
zero VAT in 2001; as of 2002, all construction works done on a mortgage basis were subject to zero VAT, too; and 
• Support provided for agriculture by exempting the primary farming outputs from VAT payments back in 1999 and by 
adding them on to the list of goods taxed at the rebate rate of five per cent VAT in 2001. 
 
Following the implementation of fiscal policy measures on income taxes during the given timeframe, there was a scaling 
up of the taxable basis by bringing out some of their illicit revenues and an increase in the number of legal entities 
reporting their revenues. Moreover, the share of total exemptions within the structure of gross revenues reported by 
individuals during 1998 – 2005 varied between 7.3 per cent and 10.5 per cent, whereas the share of the overall amount of 
income taxes paid by individuals within the overall gross revenues decreased from 85.7 per cent reported in 1998 down to 
44 per cent by 2005, thus being indicative of an increase in the wages and making a larger proportion of those available to 
individuals. On top of this, the pace of the growth in the revenues generated by that tax reached an average growth equal 
to 30 per cent – 50 per cent, a phenomenon witnessed throughout 1998 – 2004, while there was a considerable decrease in 
it of over ten times in 2005 (see Table 5). It is expected to have a similar positive impact starting in 2006 once a new 
regulation on the taxation of revenues reported by non-residents operating in the Republic of Moldova, by specifying the 
sources of revenues, forms of business and ways to benefit from fiscal benefits for the purpose of avoiding double 
taxation. 
 
Table 5. Evolution of the rate of growth in the income tax following the fiscal policy changes in 1998 – 2006. 

Completed No. Indicators 
1998 1999 2000 2001 2002 2003 2004 2005 

Tentative 
2006 

1. Income taxes paid by legal 
entities, MDL million / per cent 

178,6 
x 

233,4 
30,7 

275,6 
18,1 

349,7 
26,9 

427,6 
22,3 

577,5 
35,1 

779,5 
35,0 

801,9 
2,9 

860,9 
7,4 

2. Income taxes paid by individuals, 
MDL million / per cent 

224,0 
x 

218,8 
- 

264,5 
20,9 

347,6 
31,4 

467,4 
34,5 

623,4 
33,4 

796,5 
27,8 

869,2 
9,1 

995,0 
14,5 

 
Following the implementation of fiscal policy measures for VAT, it is obvious that the general trends in the growth of the 
share of VAT in the amount of revenues poured into the government budget. Hence, one could notice that VAT had an 
important share in the overall budget revenues each year, making sure that those accounted for 41.3 per cent in 1998, 
specifically for the domestic goods put out and services rendered in the Republic of Moldova in the amount of 68 per cent 
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versus the imported goods accounting for the remaining 32 per cent. The share of it considerably dropped during 2000 – 
2002 versus the other years subject to this review.  
Since 1998, the structure of VAT-generated revenues has shifted towards the imported goods, reporting an increase in 
those. These accounted for 63.0 per cent, 73.2 per cent, and 79.9 per cent in the total amount of VAT-generated revenues 
respectively. The structure of revenues owing to VAT is indicative of further considerable upward sloping trends in the 
share of VAT revenues from imported goods, reaching 87.6 per cent of the total revenues in 2005, despite the list of 
goods exempted from VAT payment somewhat shrinking. 
The following indicators have also been looked into under the given analysis: trends in the pace of export growth, VAT 
rebate, imports and VAT-generated revenues, the findings of which are shown in Table 6. 
 
Table 6. Trends in the rate of growth of exports, imports, VAT rebates and VAT revenue collections during 2001 – 2006 

Completed  Tentative No. Indicators 
2001 2002 2003 2004 2005 2006 

1. Amount of VAT rebates, MDL million 400,3 517,9 758,0 995,7 1006,0 1000 
2. VAT rebate growth rate x 1,29 1,46 1,31 1,01 0.99 
3. Value of export-bound goods and services, MDL million 7301,4 8758,4 10981,0 12115,5 13746,6 16189,5 
4. Export growth rate x 1,20 1,25 1,10 1,13 1,18 
5. Amount of VAT collections from the import of goods, MDL million 1196,6 1668,6 2374,3 2978,5 4051,8 5106,0 
6. VAT revenue growth rate  x 1,39 1,42 1,25 1,36 1,26 
7. Value of imported goods, MDL million 11506,8 14116,8 19487,8 21758,7 29131,2 36700,5 
8. Import growth rate x 1,23 1,38 1,12 1,34 1,26 

 
One could see that trends in export growth determined an increase in VAT rebates from the budget of 1.46 times until 
2004. Although the export has been reporting up-growing trends over the last years, receipts from VAT rebates will be 
reasonably stable. This is also due a reduction in the number of VAT taxpayers applying for rebates, following a change 
in the requirements for their registration as VAT taxpayers starting in 2003. In turn, trends in import growth determined a 
raise of 1.42 times in VAT receipts from the import of goods until 2004, a similar level being also reported in 2005 of 
1.36 times. Although it is planned to significantly increase the imports starting in 2006, the VAT revenues from the 
import of goods report downward sloping trends. One should look up the reasons underpinning it in the trends of the 
structure of imported goods exempted and not exempted from VAT payments. 
With respect to excise-duties, during the time interval in question, the excise-duties from grape wine, cognacs and 
champagnes played an important role in the structure of the excise-duties, accounting for the biggest share, at 20.9 per 
cent in 1998, and 15.6 per cent in 2000, as well as the excise-duties collected from tobacco products, reporting a big share 
– 20.4 per cent in 2000, and 18.7 per cent in 2001. Yet, starting in 1998 to date, of fiscal importance are the excise-duties 
on gas and diesel oil: accounting for 54.6 per cent in the total amount of revenues from excise-duties in 1999. The amount 
of excise-duties cashed on the gas and diesel oil was equal to 46.7 per cent in 1998, and 37.1 per cent in 2000, thus 
ensuring a steady flow of revenues into the government’s budget. 
The share of excise-duties within the overall consolidated budget revenues continued to increase in 1998 from 13.7 per cent 
reported in 1998 up to 14.3 per cent by 1999, following: a three times increase in the share of excise-duties collected on the 
raw wine for wine-production from December 30th, 1997 until May 1st, 2000; a significant increase in the share of excise-
duties on beer during 1998 –1999; the introduction of excise-duties on sulphite and harmonized grape must as of April 24th, 
1997, and on raw wine made of fruits and grapes, and fruit material, as a ratio of grape wine, until December 30th, 1997; the 
increase in the share of excise-duties on cigarettes and cigars, diesel oil, gas for auto vehicles, as of August 8th, 1998; the 
introduction of excise-duties on cars as of February 12th, 1998, and on coffee beans, ground coffee and ness café, starting on 
August 8th, 1998, as well as on the natural fur clothing, television sets, audiotape players/recorders, videocassette recorders, 
office furniture, household furniture and deluxe furniture, black (sturgeon) caviar, red caviar, and perfumes. 
As of February 12th, 1998, the excise-duty rates have been unified for both the domestic goods and those imported from 
abroad, thus creating equal opportunities for all legal entities. Beginning on May 1st, 2000, the same measure units are 
applied to all goods (products) subject to excise-duties, while the tariff lines are set so, as to comply with the national 
Classifier of Goods of the Republic of Moldova, thus enabling an easier administration for fiscal and customs authorities, 
and taxpayers alike. 
Starting in 2004, ad valorem duties were set as per cent from the market value for such goods, as divines, vodka, whisky, 
rum, spirits and liquors, versus the ones set in fixed absolute amounts at measure units.  
At the same time, despite the list of goods subject to excise-duties remaining basically unchanged over time, except for its 
scaling up by adding to it the oil product derivatives (in 2002), ethylic spirit derivatives (in 2005) and the removal from 
the list of licensure for gambling operations (in 2006), the share of excise-duties in the overall amount of the country’s 
public budget revenues is reporting a significant decrease from 12.1 per cent reported in 2000 down to 7.1  per cent by 
2006. One reason for it could be the drop in the amounts of excise-duties repaid from the budget. The amount of fiscal 
benefits granted when paying excise-duties is not impacting on the total amount of excise-duties, given the insignificant 
change in it over the recent years.  
 
 
5. Conclusions 
Following this analysis, one could draw the following conclusions and recommendations, as outlined below: 

1. The effective share of income taxes paid by legal entities during 2001 – 2006 is so much lower than the share of 
taxes set through the fiscal legal framework, i.e. 20.3 per cent (28 per cent) in 2001, 16.5 per cent (25 per cent) in 
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2002, 14.2 per cent (22 per cent) in 2003, 16.7 per cent (20 per cent) in 2004, 14.7 per cent (18 per cent) in 2005 
respectively; 

2. The amount of income tax that the legal entities are left with following the granting of fiscal benefits during 1998 
– 2005 is displaying periodical upward growing trends, from 7.9 per cent reported in 1998 up to 45.5 per cent in 
2000, from 27.1 per cent in 2001 up to 34.6 per cent in 2002, and from 29.4 per cent in 2003 up to 30.5 per cent 
by 2005;  

3. Thanks to the diversification of the structure of fiscal benefits when paying income tax, there ought to be a study 
conducted to assess the impact of fiscal benefits granted in 2005 to small business legal entities, those making 
investments from any funds (either domestic or foreign) and operating in the field of information technologies, 
science/research, and innovations, as well as the impact of other fiscal benefits upon budget revenues, the work 
of legal entities, and the level of direct investments made in the country’s economy, targeting the streamlining of 
the fiscal benefits system when legal entities pay the income tax; 

4. Changes made to the amount of income tax that individuals pay has had an immediate impact on the income 
available to most of the taxpayers, thus making the income tax paid by individuals become extremely useful in 
promoting stability and economic growth; 

5. Despite the fiscal policy reportedly being stable in terms of tax amounts during 1998 – 1999, the size of 
exemptions, lack of change in the taxable income tax rates, all the above resulted in the increase in the number of 
taxpayers by 8.6 per cent; the tax flows are ensured by its maximum amount (ceiling) of 28 per cent, although 
the number of taxpayers whose income is taxed at this rate accounts for merely 1- 2 per cent; 

6. Individuals had the opportunity to make savings in 2000 because the taxable income thresholds increased, 
although the upper tax threshold have been kept at the level of 28 per cent reported during 1998 – 1999; 

7. Another increase in the taxable income brackets occurred in 2001, which kept them at the same level during 
2002 – 2003, coupled with a reduction in the upper tax brackets, while also keeping the lower and middle tax 
brackets at the level reported in 1998, thus allowing for an increase in the number of individuals subject to tier-
one taxable income brackets, thus making more financial means available to them; the collections on this tax 
nevertheless draws heavily on the keeping up of the upper tax brackets (50 – 60 per cent); 

8. Following the increase in the taxable income rates and the decrease in the upper tax thresholds, there was an 
insignificant growth in the number of individuals subject to tier-two and tier-three taxes in the taxable income 
rate tables in 2004; 

9. Starting in 2005, fiscal policy measures have also been aiming at decreasing the lower and middle tax thresholds 
alongside an increase in exemptions, thus allowing for a considerable growth in the number of individuals 
benefiting from exemptions and subject to tier-one taxable income rates table (over 90 per cent); these trends will 
carry on in 2006, too; 

10. The optimal size of taxes securing most collections made to the budget and, by doing this, stimulating the 
business and savings of individuals, has not yet been identified and, in our opinion, there is still room for 
decreasing it in terms of income taxes paid by individuals, by further decreasing the lower and middle tax 
brackets, changing the taxable income rate tables, and by increasing the amount of exemptions;  

11. Ensuring the far-sightedness of government’s revenues, by further adjusting the size of excise-duties set in 
absolute figures at the level of inflation reported during the previous years; 

12. Carrying on the practice of gradual shift from indirect subsidizing to direct subsidizing, by reviewing the 
structure of goods and services exempted from VAT payments and taxed at zero VAT, with full or partial 
channeling of the VAT-generated increase in the revenues into the budget in order to implement programs in 
specific fields and areas; and 

13. Given that the fiscal policy as a tool for economic growth and poverty reduction is applied along with other 
economic leverages, such as the public administration reforms, and legal framework and institutional reforms, 
the essential fiscal policy outcomes will pop up only after the above-said reforms will be implemented. 

 
 


