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SUMMARY

One of  the most important determinants of  the efficiency of  tax revenue collec-

tion is  the business cycle. Due to liquidity problems of  entrepreneurs, increased tax 

evasion rates, decline in  taxpayers’ income and consumption an economic crisis may 

lead to substantial increase in tax arrears. In the European Union members states tax 

arrears pose more or  less a  problem for governments and tax authorities. According 

to the data presented by the Greek Ministry of Finance taxpayers’ debt in Greece at 

the end of 2014 reached nearly 70 bln EUR. While the  share of undisputed tax ar-

rears in tax revenue collection equalled for this country in 2010 nearly 90.0% in such 

member states as  Austria, Germany, Denmark it  did not exceed 2.5%. The  article 

overviews the  main indicators of  the performance of  tax debt collection in  the Eu-

ropean Union member states. The  basic aim of  this article is  however to compare 

the  stock and structure of  tax debt and the  efficiency of  tax debt collection in Ger-

many, Poland and the United Kingdom.
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The efficiency of  tax debt collection is  affected by a  number of  factors. 
Among them there are, inter alia, the administrative procedures of  tax decla-
ration, payment and enforcement. As far as the procedures of tax enforcement 
are concerned, a significant role is played by the means used to secure tax li-
abilities and recover tax debt. 

The OECD systematically conducts research into tax collection per-
formance in  different countries, including the  efficiency of  tax debt recov-
ery. These studies make it possible to compare the most important indicators 
of  the performance of  tax debt collection. They take into account not only 
the  stock of  tax arrears in  particular years but also the  amounts of  tax debt 
recovered or written off. 

Statistical data published by the OECD indicate that in the years 2005–
2013 there was a significant increase of tax debt in its member states. In this 
period, the  average relation of  undisputed tax debt to tax revenue collection 
in all the OECD states rose from 9.8 to 21.5%. However, there are significant 
discrepancies in  the dynamics of  this increase in particular member states.

This article compares the  stock, structure and dynamics of  tax debt and 
the  efficiency of  its recovery in  Germany, Poland and the  United Kingdom. 
The  first part of  the article includes also the  characteristics of  the most im-
portant indicators allowing to measure the  efficiency of  tax debt recovery and 
the  analysis of  the tax debt collection in  selected EU member states. They in-
clude, inter alia, the  following indicators: total tax debt as  a  share of  tax reve-
nue collection, non-collectible tax debt as  a  share of  total tax debt, ratio of  the 
number of tax debt cases at the beginning of the year to the number of tax debt 
cases at the end of the year, tax debt written off as a share of tax debt inventory. 

        
     

The OECD publications take into account two categories of  tax debt: 

disputed and undisputed. Disputed tax arrears (tax debt) cover (s) all the  tax 

claims that are subject to dispute, objection or litigation. Undisputed tax debt 

(collectible tax debt) is  defined as  the  total amount of  tax (default interest 

included) that is  overdue for payment at the  end of  the tax year and which 

is not disputed by the taxpayer1. Undisputed tax debt includes both the arrears 

 1 M. Ebraico, S. Ruà, An Assessment of  the Performance of  the Italian Tax Debt Collection 

System, Office for Official Publications of the European Communities, Luxembourg 2015, p. 4.
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in relation to which enforcement proceedings have already started, and those 

in relation to which such proceedings have not yet been initiated. One of the 

indicators most often applied by the OECD, enabling to measure the extent 

of taxpayers’ indebtedness is the relation of tax debt to net tax revenue collec-

tion (after deduction of tax refunds). For selected EU member states, this in-

dicator is presented in  table 1. 
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Among the  most indebted taxpayers in  the European Union are those 

in  Italy and Greece. Relatively insignificant are the  tax arrears of  taxpayers 

in Sweden. At the turn of 2012/2013 this relevant indicator increased in sev-

en countries included in  the table, to the  greatest extent in  Italy. In  such 

countries as Austria or  the United Kingdom, the share of non-collectible tax 

debt in the total of tax debt is relatively high. At the same time, in Hungary 

or  in  Poland, this indicator is  relatively low. At the  turn of  2012 and 2013, 

in  nine of  the countries included in  the table, the  relation of  the number 

of  year-end tax debt cases to the number of  tax debt cases at the beginning 

of  the year increased. In  2012, this indicator was the  highest in  Slovenia, 

Greece and Portugal.

In Poland, the share of tax debt written off to the total of tax debt is rel-

atively low. At the same time, in Hungary, this indicator is relatively high, de-

spite the  low share of non-collectible tax debt in  the total of  tax debt. Apart 

from Hungary, other countries with the highest share of  tax debt written off 

to tax debt inventory are Germany and the United Kingdom (figure 1).
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Germany belongs to a  group of  countries in  which the  stock of  tax ar-

rears is one of the lowest in the European Union. In 2012, the relation of the 

total of  tax debt to tax revenue collection was lower only in Sweden. Figure 
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2 shows that the  share of  undisputed tax debt in  net tax revenue collection 

in 2005–2011 decreased from 1.8 to 1.3%. Until 2012, the Federal Ministry 

of Finance published detailed statistical data concerning tax debt. These data 

included income tax, property tax and sales tax, but not municipal taxes, im-

port VAT and excise duties.
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In Germany, the tax revenue comes predominantly from the personal in-

come tax and the  value added tax. The  share of  such taxes as: the  assessed 

income tax and the  wage withholding tax in  the total of  revenue collection 

in 2011 amounted to 30.2% and of the value added tax (excluding the import 

VAT) — 24.4%2. The data presented in  table 2 show that in 2011, the  share 

of  tax revenue due  from two most fiscally efficient taxes, i.e. the wage with-

holding tax and the value added tax in the total of tax revenue due, included 

for the purpose of tax debt statistics, equalled 72.7%. Compared with the pre-

vious year, revenue due from most of the taxes listed in table 2 showed a rising 

tendency. One exception was the assessed income tax, in which case the reve-

nue due decreased in 2011 in comparison with the previous year.

 2 Bundesministerium der Finanzen, Kassenmäßige Steuereinnahmen nach Steuerarten in  den 

Kalenderjahren 2010–2014, http://www.bundesfinanzministerium.de (16.09.2015).
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In 2011, the  greatest amount of  tax debt was the  assessed income tax 

debt and the  value added tax debt. In  2011, their share in  the total of  tax 

debt equalled 64.5%. In  comparison with the  previous years, the  structure 

of tax debt according to the type of tax did not change. For example, in 2005, 

the share of debt from these two taxes in the total of tax debt equalled 65.4%3. 

In  the  case of  the assessed income tax, the  relation of  tax debt to the  total 

of  tax revenue due is  high (table 2). This relation, however, decreased sig-

nificantly when compared to 2005, when it  amounted to 33.09%. In  2011, 

in comparison to 2010, tax debt decreased by 11.7%.

As far as the relation of non-collectible tax debt to total tax debt is con-

cerned, in 2012 Germany ranked third, after Austria and the United Kingdom. 

The data presented in figure 2 show also that in Germany the relation of tax 

debt written off to tax debt inventory is  high. German tax law envisages 

a number of conditions in which tax debt may be remitted. In Germany, tax 

debt may, for example, be written off if the enforcement is ineffective, the tax-

payer is in a difficult financial situation, or if there are other extraordinary cir-

 3 Bundesministerium der Finanzen, Stand und Entwicklung der Steuerrückstande 2005, Berlin 

2006, pp. 5–6. 
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cumstances, which the taxpayer could not have prevented, although he or she 

took all the available measures4. 

     

The stock of  tax arrears is  in  Poland distinctly higher than in  Germany. 

Figure 3 shows that the  share of  undisputed tax debt in  tax revenue collec-

tion rose in  2005–2011 by as  much as  10.3 percentage points. The  greatest 

increase in  this period took place between 2009 and 2010. 

Tax revenue comes mainly from the value added tax and the personal in-

come tax (table 3). In 2011, these taxes generated about 67.6% of the gener-

al budget tax revenue. However, the value added tax is  also where the great-

est tax debt occurs. In 2011 the share of arrears on this tax in total tax arrears 

amounted to as  much as  52.6%. The  structure of  tax debt has not changed 

significantly since 2005. Also in  this year, the greatest amounts of  tax arrears 

were arrears on the value added tax, whose share in total tax arrears amount-

ed to 57.0%5. 

 

8,4 
7,7 7,5 

10,4 

11,4 

17,9 

18,7 
2,2 

1,1 
0,9 

0,5 
0,4 

0,7 

0,4 

0,0

0,5

1,0

1,5

2,0

2,5

7

9

11

13

15

17

19

2005 2006 2007 2008 2009 2010 2011
Undisputed tax debt as a share of net revenue collection (right scale)
Tax debt written off as a share of tax debt inventory (left scale)

 4 D. Dickertmann, Steuererhebung und Steuerrückstände, [in:] D. Bräunig (ed.), Stand und 

Perspektiven der öffentlichen Betriebswirtschaftslehre II, Festschrift für Prof. Dr. Dr. h.c. mult. Peter 

Eichhorn anlässlich seiner Emeritierung, Berliner Wissen-schafts-Verlag, Berlin 2007, pp. 3–7. 
 5 Ministerstwo Finansów, Informacja o kształtowaniu się zaległości budżetowych z  2005 roku 

(Information on budgetary arrears from 2005), Warszawa 2006.
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The share of  tax debt in  total of  tax revenue in  2011 was the  greatest 

in  the case of  the value added tax and the  excise tax. When compared to 

2005, the  share of  the value added tax debt in  the value added tax revenue 

decreased by about 2.7 percentage point, whereas the  share of  the excise tax 

debt in  the excise tax revenue increased by about 2.5 percentage point. 

Poland, as oppose to Germany, is a country in which the relation of non-

collectible tax debt to total tax debt is exceptionally low. Among all the coun-

tries listed in  table 1, this indicator was lower only in Hungary. At the same 

time, the  relation of  tax debt written off to total tax debt in  2005–2011 

was very low and tended to decrease (figure 3). In  Poland, the  share of  tax 

debt remitted to total tax debt is  the lowest among the  EU member states. 

In Poland, tax debt may be written off ex officio or on the request of the tax-

payer if certain conditions are met (such as the important interest of the tax-

payer or  the  public interest)6. Detailed data from the  Ministry of Finance 

reveal that in  the general amount of  tax arrears in  2011, about 56.5% was 

in enforcement proceedings. 

 6 B. Adamiak et al., Ordynacja podatkowa. Komentarz 2014, Oficyna Wydawnicza „Unimex”, 

Wrocław 2014, p. 372.
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In the United Kingdom, the  relation of  the tax debt to tax revenue col-

lection is  lower than in  Poland but higher than in  Germany. In  2012 and 

2013, among the  EU member states, only in  Austria, Ireland and Germany 

the share of undisputed tax debt in net tax revenue collection was lower than 

in  the United Kingdom. In  the United Kingdom, this share increased in  the 

years 2008–2010, in  2011 and 2013 however decreased when compared to 

the  previous year (figure 4). The  comparison of  statistical data concerning 

the performance of tax debt collection in the United Kingdom and other EU 

member states is  made additionally difficult by the  fact that the  fiscal year 

in  the United Kingdom is not the  same as  the calendar year (and lasts from 

April, 6th of one year to April, 5th of  the following year). 
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From the  data presented in  table 4 it  can be concluded that the  basic 

source of  HMRC receipts is  income tax, whose share in  tax revenue in  the 

fiscal year of 2011/2012 amounted to 41.7% and in total HMRC receipts — 

32.5%. The  value added tax, whose share in  tax revenue equalled 26.7 and 

in  total HMRC receipts — 20.8%, ranked second with respect to fiscal effi-

ciency. 

The greatest amounts of tax debt occur in the case of the income tax (fig-

ure 5). They concern the group of  taxpayers using self-assessment. In the fis-

cal year of 2012/2013, the share of tax debt in this group of taxpayers in total 

debt owed to HMRC amounted to 26.2%. Just as in Germany, debt is signif-
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icantly lower in  the case of  taxpayers paying withholding tax. In  the  United 

Kingdom, the system of tax credit contributes to significant overpayments and 

refunds, many of which are conferred in spite of their ineligibility, which con-

tributes to tax debt, frequently categorised as non-collectible.
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The United Kingdom ranks second (after France) with respect to the re-

lation of  non-collectible tax debt to total tax debt. From the  total amount 

of  tax debt managed in  2010/2011 and 2011/2012, recovered was 56.6%. 

About 8.5% of  this debt was remitted. Irrecoverable tax debt may be written 

off because there is  no practical way to pursue the  tax liability, for example, 

when the taxpayer cannot be traced or has gone bankrupt7. HMRC may de-

cide to remit the  tax debt in  the case of  hardship or  when the  enforcement 

actions are unlikely to bring the  amount exceeding the  enforcement costs. 

The  tax authorities may also reassess the  tax liability, after having received 

additional information and as  a  result of  this assessment cancel or  amend 

the  tax debt. Figure 4 shows that the greatest amounts of debt were written 

off in  2006 and 2007 (the OECD statistics takes into account tax debt re-

mitted, written-off and cancelled or amended). 

         
   

The stock of  tax debt is  determined by a  number of  factors of  very di-

versified nature. These factors can be reviewed thanks to surveys conduct-

ed by the OECD in countries in which the scale of  tax debt is  insignificant. 

The results of this research indicates the significance of such determinants as: 

tax debt collection powers (including provisions making it  possible to trans-

fer the  responsibility for tax liabilities to third parties and collect debt from 

third parties or  regulations allowing for obtaining lien over the  debtor’s as-

sets), the number and qualifications of tax debt collection staff, the use of in-

formation technologies in  tax administration, including the  implementation 

of electronic tax payment systems and electronic communication with tax au-

thorities, or  the number of withholding taxes and their application. 

 7 National Audit Office, HM Revenue & Customs 2011–12 Accounts. Report by the Comptroller 

and Auditor General, 2012, p. 28. 
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Some tax collection powers and some instruments for tax collection in se-

lected EU member states are presented in  table 5. Such instruments as  re-

strictions on  overseas travel in  the case of  bankruptcy and tax debt or  pub-

lishing names of taxpayers in tax arrears are used only in few countries, others 

— such as collecting tax debt from third parties — are commonly applied.
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The list of  factors affecting the  stock of  tax arrears analyzed in  table 5 

and presented in  relative categories is  not a  complete list. Some of  the im-

portant factors influencing the stock and structure of  these arrears have been 

left out. The most important of  them are reliability of  taxpayers’ documenta-

tion and statements, level of taxpayers’ compliance when it comes to fulfilling 

payment obligations and especially their readiness to meet these obligations 

in due time. This readiness and reliability are many times higher in Germany 

and in the United Kingdom than in Poland and in turn they are many times 

higher in  Poland than in  such countries of  southern Europe as  Greece and 

Italy. The differences in  this respect can result not only from the applied ad-

ministrative procedures of collection of taxes, but also from taxpayers’ mental-

ity, which is  influenced inter alia by historical factors8.

The stock of  tax arrears is  to a  significant extent influenced by an eco-

nomic situation. During a slowdown and in a period of recession, unemploy-

ment rises and so does the  number of  companies which go into bankruptcy 

and companies which lose their liquidity. Because of these reasons, the num-

ber of taxpayers who lose their ability to settle taxes in a timely manner rises, 

which leads to the increase in tax arrears. A reverse situation may be observed 

during an economic recovery and in  a  period of  economic boom. In  order 

to prevent the increase of tax arrears during an economic crisis tax authorities 

should apply proper administrative practices. According to J. Brondolo these 

practices include among others: development of the system of early detection 

of  tax arrears and establishment of  appropriate time standards for follow-up, 

maintenance of  the quality and timeliness of  tax arrears data, improvement 

of targeting enforcement efforts on recoverable arrears, introduction of the ad-

equate procedures of  remission of  tax arrears deemed unrecoverable, imple-

mentation of  the proper organizational and staffing arrangements for collec-

tion enforcement (including a greater organizational focus for large tax debts) 

or  increase of  the set of enforcement powers vested in  tax administration9.

It can be seen from the data presented in  the figures 2–4 that not in all 

studied countries did the  financial crisis contribute to the  growth of  tax ar-

rears. Despite this crisis the  stock of  tax arrears in Germany was decreasing. 

On the other hand, as  a  result of  this crisis in Poland and to a  lesser extent 

— in the United Kingdom, tax arrears increased. 

 8 M. Alink, V. van Kommer, Handbook on Tax Administration, International Bureau of Fiscal 

Documentation, Amsterdam 2011, pp. 570–572.
 9 J.  Brondolo, Collecting Taxes during an Economic Crisis: Challenges and Policy Options, 

International Monetary Fund, Washington 2009, pp. 17–18.
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The stock of tax arrears also depends on the efficiency of the means used 

to secure the  performance of  tax obligations and on  the procedures of  re-

covery of  tax arrears. This efficiency is  unsatisfactory in  Poland, while it  is 

high in  Germany and in  the United Kingdom. Low  efficiency of  instru-

ments of  tax arrears securitization and execution in Poland is mainly caused 

by the  fact that these instruments are not adjusted to modern market econ-

omy conditions. What is  surprising — the  share of  non-collectible arrears 

in  the totality of  tax arrears in  Poland is  definitely lower than in  Germany 

or in the United Kingdom. These arrears are defined as non-collectible main-

ly due to the fact that taxpayers who don’t settle their tax obligations in time 

don’t have sufficient sources of  income and don’t poses sufficient assets to 

successfully conduct execution. The stock of  tax arrears is  also influenced by 

another important factor of  administrative nature. This factor is  related to 

the  institution of  remission of  tax arrears. As  it has already been mentioned 

in  chapter 1 of  this article, during the  years concerned the  tax arrears were 

significantly more often remitted in  Germany and in  the United Kingdom 

than in Poland. 

Comparing efficiency of  tax collection among European Union member 

states is a complicated task. Its complexity results from the scarcity of  statis-

tical data and from different methods of their aggregation. This concerns also 

tax debt recovery. Indicators of  the performance of  tax debt collection pub-

lished by the OECD give insight into the stock of tax debt but do not facil-

itate the analysis of  its structure or  the reasons for its formation. 

Germany, Poland and the  United Kingdom differ significantly with re-

spect to efficiency of  tax debt collection. In  Germany, the  stock of  tax debt 

is low and systematically decreases, whereas in Poland, in 2008–2013 tax debt 

increased rapidly. In  the  United Kingdom, tax debt increased in  the peri-

od of  the financial crisis. However, in  recent years, the  share of  undisput-

ed tax debt in  total revenue collection decreased. While in  Germany and 

the  United Kingdom tax debt arises mostly in  the case of  income tax and 

concerns income on  which withholding tax is  not imposed, in  Poland, 

over a  half of  tax debt are arrears on  the value added tax. In  Germany and 

the  United Kingdom, a  significant part of  tax debt is  classified as  non-col-

lectible, whereas in Poland the percentage of non-collectible tax debt in total 

tax debt is  insignificant. In Germany and the United Kingdom, a  significant 

share of tax debt is written off, whereas in Poland remitted tax arrears do not 
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exceed 1%. The aforementioned facts may indicate that the performance of tax 

debt collection is  more efficient in  Germany and the  United Kingdom than 

in Poland. However, the confirmation of this statement would require further 

and more detailed analysis, taking into account also enforcement proceedings 

applied in order to recover tax debt in particular countries. 
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