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Addendum 

The following memorandum on the effect on border tax adjustments of the change
over to the value-added tax in the Netherlands (referred to under II: 2-4, page 18 
of Spec(69)4/Add.l) has been transmitted by the delegation of the Netherlands. 

NETHERLANDS 

1. Since 1 July 1967 - date on which the rates of the tax have been increased by 
2D per cent - the standard rate of the turnover tax in case of sale of home-produced 
goods by a producer is 6 per cent expressed on the basis of a tax-inclusive value. 
There are four increased rates, 7 per cent (cigarettes), 14- per cent (chocolate, 
confectionery, mopeds and beverages not subject to excise duty on spirits), 
18 per cent (jewellery, motor-cycles, pleasure boats, silk and fur clothing, 
recorders, radio receiving sets, perfumes, beverages subject to excise duty on 
spirits, etc.) and 25 per cent (passenger cars, private aeroplanes and television 
sets)• 

There are also two reduced rates. A rate of 1.8 per cent applies to textiles 
and a rate of 3 per cent applies to footwear. Finally, basic necessities are 
exempted from tax. 

Direct deliveries by a producer to a consumer are taxed at 4-.8 per cent. A 
reduced rate of 0.9 per cent applies to the wholesale trade. Retail sales are . 
exempted from tax. 

The memorandum has previously been circulated as Organisation for Economic 
Co-operation and Development document TD/BTA/L4. 
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The rate of tax on services is 4.8 per cent, reduced to 3.6 per cent, 
however, on the construction and repair of buildings and the transport of 
passengers and goods. Many transactions are exoa.pt e.g. the construction and 
repair of ships, boats and aeroplanes, most kinds of international .transport, •-„.;. 
the leasing and renting of buildings and sub-contracting in the building industry. 

2. Imports are taxable on the same conditions and at the same rates as internal 
deliveries of similar goods by a.producer to an.entrepreneur. Imported goods arc 
thus charged with turnover tax at the standard rate of 6 per cent, expressed on 
the basis of a tax-inclusive value, unless an increased rate (7, 14, 18 or 
25 per cent), a reduced rate (1.8 or 3 per cent) or an exemption is to be applied. 

3. Imported goods may, however, in addition to the tax imposed at one of the 
rates mentioned above be charged with a surcharge to eliminate the difference 
between the tax borne by home-produced goods and that borne by imported goods. 
This compensatory levy thus serves to cover the tax borne on the home market 
before products have reached the manufacturer of goods similar to those imported. 
The surcharge may be applied to a maximum of 8.4 per cent. 

4. Under the provisions of the Statute of 9 December 1954 governing the 
turnover tax two features marked the way in which surcharges were calculated: 

(a) account was taken only of the tax borne by materials, raw materials as 
well as auxiliary materials; the tax borne by capital goods and 
services was left out of account; , .*• 

(b) for each type of goods the average or usual home tax burden was worked 
... out; there were no fix rates for particular classes of goods. • 

5. Under this system a surcharge on imports was fixed only if justified by 
detailed studies on costs in enterprise or group of enterprises and, at least in 
the majority of cases, only if the study was made in response to a request by 
industrial or commercial circles. 

6. Surcharges from 0.6 to 8.4 per cent were fixed in this way in somewhat more 
than 700 cases. They apply to designated goods or to goods which fall under 
designated positions or sub-positions of the customs tariff. In sixty cases the 
rate of the surcharge was fixed at 0.6 or 1,2 per cent, in 100 cases at 1.8 or 
2,4 per cent, in 300 cases at 3 or 3.6 per cent, in 180 cases at 4.2 or 4.8 per cent, 
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in eighty cases at 5.4- or 6 per cent and in forty cases at 6.6, 7.2, 7.8 or 
B.A per cent. The arithmetical average of the surcharge was about 3 per cent. 
These rates are expressed on the basis of a tax-inclusive value. It may be 
observed that, before 1 July 1967, these rates were multiples of 0.5 per cent, 
.after that date - on which the tax rates were raised by 20 per cent - they 
became multiples of 0.6 per cent. 

7. Exports are not chargeable with turnover tax. Deliveries of goods for 
export are, in the export stage, exempted from tax and a refund can be claimed in 
respect of the tax paid on those goods, or on materials, raw materials as well as 
auxiliary materials, used in the manufacture of such goods. 

8. Under the provisions of the Statute of 9 December 1954- repayment was not 
made in respect of tax levied on capital goods and services. 

9. The Statute expresses the intention that, in principle and with the 
exception of the tax imposed on capital goods and services, the exact amount of 
tax paid at all previous stages should be refunded. It is, however, practically 
impossible to calculate this amount, which for one good can differ on account of 
the cost structure, at each exportation. Export refunds are therefore calculated 
on the basis of general guiding-lines. These enable exporters and tax authorities 
to approach very nearly to the real tax burden. 

10. The main guiding-lines are the following: 

A. In case of export by a manufacturer of home-produced goods listed in a 
statutory schedule the tax to be refunded is calculated on the basis of 
the rates figuring in that schedule. The rates, which run from 0.6 to 
8.4- per cent apply to the ox-factory selling price. 

B. In case of export by a manufacturer of other home-produced goods the 
refund is calculated on the basis of a percentage of the purchase price 
of the raw and auxiliary materials used in the manufacturing of the 
exported goods. The percentages to be taken into account are the 
following: 

(l) With respect to materials which figure on the schedule mentioned 
under A the rate of refund is that stated in this schedule 
increased by the rate which applies to the delivery of such 
materials by a manufacturer to an entrepreneur. 
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(2) For electricity used in the production of exported goods the rate 
of refund is, in general, 6 per cent increased by 0.168 cent 
per kilowatt-hour, for gas 7.5 per cent and for solid fuels 
6 per cent. 

With respect to other materials used in the production of 
exported goods the rate of refund is that which applies to the 
delivery of such materials by a manufacturer to an entrepreneur 
increased by a rate which runs from 0 to 2.4 per cent and which 
depends on whether all of the materials used or just a part of 
them or none of them are chargeable with tax. 

C". In case of export by a manufacturer of goods in the production of which 
materials have been used which the manufacturer himself has imported, 
the amount of tax to be refunded for such materials is equal to the 
amount of tax paid on importation. 

D. In case of export by a merchant the refund of tax is calculated on the 
basis of a percentage of the purchase price of the exported goods. 
For luxury goods - goods which fall under the 18 ani 25 per cent rate -
the refund is calculated on the basis of 90 or 85 per cent of the 
purchase price unless the goods have been procured directly from the 
manufacturer. The percentages to be taken into account are the 
following: 

(1) With respect to goods which figure on the schedule mentioned 
under A above the rate of refund is that stated in this schedule 
increased by the rate which applies to the delivery of such goods 
by a manufacturer to an entrepreneur. 

(2) For solid fuels the rate of refund is nil and for gas 1.5 per cent. 

(3) With respect to other goods the rate of refund is that which 
applies to the delivery of such goods by a manufacturer to an 
entrepreneur increased by a rate which runs from 0 to 4.2 per cent 
and which depends on whether all of the materials used in the 
production by the manufacturer or just a part of them or none of 
them are chargeable with tax. 

(4) In case of export of goods which have been imported by the 
exporting merchant himself the amount of tax to be refunded is 
equal to the amount of tax paid on importation. 
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11. As from 1 January 1968, new legal provisions make it possible to deal with 
the shortfall of the turnover tax charged on the importation of goods and of the 
tax refunded on exportation in comparison with the tax in effect borne by 
similar home-produced goods. These measures have been taken to obtain a greater 
fiscal neutrality in the imposition of the turnover tax, to improve by this the 
international competitive position of national producers - which has grown worse 
since the increase of the general rate from 5 to 6 per cent on 1 July 1967 - and 
to ensure without too much disturbance, the establishment of the value-added tax 
system as from 1 January 1969. 

12. The first measure concerns the creation of fixed surcharges on the 
importation of goods in respect of which a oompena.̂  ir\ : levy, in addition to the 
general rates, has not yet been established. As s^, ;. before, up to now, surcharges 
were fixed for certain goods only if justified by detailed studies on costs in 
enterprises. This procedure - which makes use only of micro economic data -
nevertheless raises administrative and technical difficulties and includes the 
risk that the measures are not formulated in time. A thorough study of this 
matter lead to the conclusion that it is possible and justifiable to calculate 
with the aid of micro economic data - themselves examined in the light of the 
micro economic data assembled over the years - the difference between the tax 
borne by home-produced goods and that borne by imported goods when imported at 
the general rates. According to this study this difference is estimated at 
2.4 per cent to 4.8 per cent in favour of imported goods. The general surcharge 
could thus be fixed at 3.6 per cent, but to make sure that, in a concrete case, 
no tax is levied which is higher than the maximum allowed (namely the tax borne 
by home-produced goods which differs for different goods owing to the cost, 
structure), a rate of 2.4 per cent has been chosen as a starting-point. On the 
basis of this starting-point and on the basis of the experience acquired over the 
years in dealing with the 700 cases in which a surcharge was fixed in the past, 
general surcharges of 0.6, 1.2., 2.4, 3 and 3-6 per cent has been introduced for 
goods in respect of which no compensatory levy existed before 1 January 1968. 
The list of goods to which these suicht.."ges apply is annexed. 

13. Since that date the situation is as foin.ows. There are surcharges in 
somewhat less than 4,000 case;s. They apply to designated goods or to goods 
falling under designated chapters, positions and sub-positions of the customs 
tariff. In 700 cases the rate of the sui-charge is 0.6 or 1.2 per cent, in 
1,100 cases 1.8 or 2J-r per cent, in 1,000 oases 3 or 3.6 per cent, in 180 cases 
4.2 or 4.8 per cent, in eighty cases 5«4 or 6 per cont and in forty cases 
6.6, 7.2 or 8.4 per. cent. The arithmetical surcharge is about 2.8 per cent, 
expressed on the basis of a tax-inclusive value. 
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14-. The second measure concerns the compensation - on importation as well as 
on exportation - of the tax borne by capital goods and services used in the 
production of goods. This compensation is fixed at a flat rate of 1 per cent. 
At importation this 1 per cent supplementary surcharge is levied in addition to 
the turnover tax at the general rate and in addition to the surcharge 
compensating the turnover tax on raw and auxiliary materials. In case of 
exportation by manufacturer tax refund is increased by 1 per cent of the ex-
factory selling price and in case of exportation by a merchant tax refund is 
increased by 1 per cent of the purchase price. 

15» The calculation on which the flat 1 per cent supplementary surcharge and 
refund are founded is the following. 

For the year 1968 the total of the amounts written off for depreciation of 
capital goods may be estimated at f. 7.7 billion. The total consumption of 
services may be estimated at f. 5 billion. The tax borne by capital goods 
amounts thus to 9.6 per cent of f. 7.7 billion = f. 74-0 million and the tax 
borne by services to 3 per cent of f. 5 billion = f. 150 million. Since it has 
been ascertained that about 35 per cent of the depreciations and services apply 
to exports, the tax borne by capital goods and services used in the home-
production of exported goods amounts to 35 per cent of (f. 740 million plus 
f. 150 million) = about f. 311 million. For the year 1968 the exports in respect 
of which a tax refund may be claimed are estimated at f. 25 billion, so that the 
tax charged on capital goods and services used in the manufacture of exported 
goods may be calculated at 1.24 per cent, or round 1 per cent. 

It may be observed that the total amount of the depreciations of 
f. 7.7 billion includes not only the depreciations which can be attributed to 
the last production stage previous to the export but also the depreciations which 
are charged to the producer of export goods in the price of which he must pay for 
the raw and auxiliary materials (and investment goods) and which fall on the cost 
price of his products. 

16. The flat 1 per cent supplementary refund applies to all goods exported, 
with the exception of precious metals, alloys of precious metals (including 
gold plate) in the form of ores, bars, etc., chemical combinations of precious 
metals and not mounted precious stones. 

17. Surcharges on importation effective on 31 December 1967 remain operative. 
In other cases the general surcharges mentioned under 12 apply. In addition to 
these surcharges the supplementary surcharge of 1 per cent is imposed on all 
goods with the exception of: 
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(a) goods to which the 1 per cent supplementary refund on exportation does 
not apply (see under 16); 

(b) goods which fall under the positions 27-09, 27.10 and 44.01 to 44-14 
inclusive of the customs tariff; 

(c) tobacco manufactures. 

18. It follows from what has been stated under 12 that the fixed general 
surcharges effective since 1 January 1968 do not lead to a full compensation of 
the tax borne by raw and auxiliary materials and that there is still a difference 
in taxation in favour of the imported products of maximum 1.2 per cent. Since 
these surcharges touch upon one third of the total value of importation, the 
difference in taxation to the detriment of the home-produced good may be 
estimated at 0.4 per cent, expressed on the basis of the total value of impor
tation (maximum). 

19. With respect to the surcharges already effective on 31 December 1967 
(see under 6) it may also be noticed that they do not fully compensate the 
difference in tax burden between the imported good and the home-produced good. 
Since these surcharges cover two thirds of the total value of importation, the 
difference in taxation in favour of the imported good may be estimated at 
2/3 x 0.6 =0.4 per cent (maximum). 

20. In keeping with the determination made under 12, 15, 18 and 19 the under
compensation at importation existing in 1967 may be computed at 0.4 per cent 
(see 19) + 0.4 per cent (see 18) + 1.2 per cent (see 15) +0.8 per cent 
(see 12: l/3 x 2.4 per cent) = 2.8 per cent (maximum). 

21. At 1 January 1968 this under-compensation has been reduced to 0.4 per cent + 
0.4 per cent +0.2 per cent (see 15: 1.2 per cent - 1 per cent ) = 1 per cent 
(maximum). 

22. This under-compensation will be further reduced at 1 January 1969* the date 
on which the value-added tax will become operative. The value-added tax will not 
eliminate immediately in full the existing under-compensation at importation. 
This is due to the fact that the Act introducing the value-added tax excludes 
from the pre-tax deduction all of the tax levied on investment goods under the 
present-day cascade system and some of the tax paid in respect of investment 
goods under the planned value-added tax system. The latter system restricts the 
pre-tax deduction to 30 per cent for investments made in 1969, to 60 per cent for 
investments made in 1970 and to 90 per cent for investments made in 1971. In 
1972 and following years the pre-tax deduction will reach 100 per cent. This 
means that the tax which, under the value-added tax system, will not be 
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deductible - and which therefore constitutes a supplementary charge on the home-
produced good and not on the imported good - amounts to: 

9.6 per cent for investments made in 1968 or before; 
8.4 per cent /TlOO per.cent - 30 per cent) x 12 per cent7 for investments 
made in 1969; 

4.8 per cent /(lOO per cent - 60 per cent) x 12 per cent/ for investments 
made in 1970; 

1.2 per cent /(lOO per cent - 90 per cent) x 12 per cent/ for investments 
made in 1971. 

Taking the line of a ten-year depreciation on the basis of the historical cost 
price and an annual growth of national production of 8 per cent, it is assumed 
that in 1969 there will still be a difference in taxation between the imported 
good and the home-produced good - in favour of the imported good - of 
0.62 per cent (of the cost price of the inland producer). The difference in 
taxation will continue to exist - the first three years in an increasing extent, 
afterwards in a decreasing extent - until 1981 and will be eliminated in full 
in 1982. 

23. It follows from the foregoing that the shift to the value-added tax will 
reduce the existing under-compensation at importation of 1 per cent (see under 21) 
to 0.62 per cent in 1969. 

24.. From what has been stated under 10 it follows that at exportation the tax 
borne by raw and auxiliary materials used in the production of exported goods is 
never fully reimbursed. The under-compensation may be estimated at 0.4. per cent. 
This means that for 1967 the total under-compensation at exportation may be 
computed at 0.4 per cent +1.2 per cent (investment goods and services, see 
under 15) = 1.6 per cent. At 1 January 1968, this under-compensation has been 
reduced to 1.6 per cent - 1 per cent =0.6 per cent. 

After 1 January 1969, date on which the value-added tax system will become 
operative, there will still be an under-compensation with respect to the tax 
charged on investment goods. This under-compensation amounts to 0.62 per cent 
in I969 and will - first in an increasing extent and then in a decreasing extent -
continue to exist until 1981 (see under 22). 

25. it is very difficult to say what factors will account for the 1 per cent 
price increase which is expected to accompany the change-over to the value-added 
tax. In parliamentary papers the Government mentioned the figure of 1 per cent. 
The Central Planning Office recently mentioned a figure of 1.3 per cent. This 
office has published the following survey of the effects of the shift to the 
value-added tax on prices in some branches on the basis of consumer prices tax 
excluded: 
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(I.S..I.C). ••• - :•• 

Agriculture 
Mining industry 
Animal food 
Other food 
Luxuries 
Textiles, clothes, 
footwear -'-"" " 

Wood industry and 
furniture 

Paper industry 
Printing and publishing 
industry 

Leather and rubber 
Chemicals and oils 
Pottery, glass, lime, 
stone 

Metal - machine 
industry " ~ 

Electrotechnical 
industry 

Means of transport 
industry 

Other industries 
Building industry 
Public utilities 
Banks etc. 
Insurances 
Housing 
Transport 
Medical services 
Professions 
Entertainment 
Hotels, cafés, 
restaurants 

Other services 

Old 

3.6 
3.3 
5.9 
7.9 
13.3 

6.6 

6.9 
9.8 

4.8 
7.1 
8.0 

5.8 

8.8 

10.8 

15.6 
7.1 
8.3 
5.8 
2,6 
3.0 
2.3 
6.2 
2,1 
4-4 
3.3 

6,9 
3.9 

' New 

6.9 
4.0 
4.0 
.8.8 
12.9 

12.0 

12.0 
12.0 

4.0 
12.0 
7.6 

12.0 

12.0 

12,0 

19.9 
12.0 
12,0 
4,0 
1.1 
1,5 
2,4 
4.4 
1,9 
9.4 
8,0 

12,0 
9,4 

Priced-effect 

3.2 
0.7 
-1..8 

.••• 0.8 

U),4 

5.1 

4.8 
2.0 

-0.8 
4.6 

rO'4-

". , : ; . '5.8 

2.9 

1.1 

3.7 
4.6 
3.4 
-1.7 
-1.5 
-1.5 
0.1 
-1.7 
-0.2 
4.8 
4.5 

5.0 
5.3 
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26. With respect to the expected receipts of the value-added tax the following 
information may serve for 1969: ~ .'".:.. 

Expected receipts 
Special regulations for agricultural and 

small entrepreneurs 

Special consumption tax on private vehicles 
Increase of excise duty on alcoholics 

Receipts cascade system 
Decrease of registration tax 
Increase of Government expenses 

Balance 

(f. 
+ 

-

5 + 
+ 

-

million) 

5,280 

150 

' 5,130 
300 
30 

5,460 

5,200 
120 
110 

30 
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Annex 1 

LIST OF GOODS ON WHICH A SURCHARGE IN .ADDITION' 
TO THE NORMAL TURNOVER TAX IS ESTABLISHED BY 

THE RQYiiL DECREE OF 18 DECEMBER 1967 

Chapters or positions of 
the customs tariff 

Rate of the 
surcharge 

Chapters 1 ana 2 
Chapter 4 
Chapter 5 
Chapter 6 
Chapters 7 to 15 inclusive 
Chapter 16 
Positions 18.03 to 18.06 inclusive 
Positions 19.01 to 19.07 inclusive 
Position 19.08 
Chapters 20 to 23 inclusive 
Chapter 25 
Positions 27.04. to 27.08 inclusive 
Positions 27.12 to 27.14 inclusive 
Chapters 28 and 29 > with the exception of oxides coming 
under positions 28.28F, 28.28G and 28.28H and of 
position 28.28H-I 

Chapter 30 
Chapter 31 
Positions 32.01 to 32.05 inclusive - ... 
Positions 32.06 to 32.11 inclusive - \ 
Positions 33.01 to 33.03 inclusive 
Positions 33.05 and 33.06 
Chapters 34- to 38 inclusive, with the exception of 
soldering and welding powder and paste coming under 
position 38.13A 

Chapter 39, with the exception of waste and scrap 
materials 

Positions 40.02 and 40.05 to 40.16 inclusive 
Position 42.06 
Chapter 43 
Positions 44.15 to 44.20 inclusive 
Positions 44-21 to 44.28 inclusive 
Positions 45.02 to 45.04 inclusive 
Chapter 46 
Chapter 48 
Position 49.08 
Positions 49.09 to 49.11 inclusive 

1.2 
1.2 
0.6 
i.;2 
0.6 
1.2 
'3.6 
0.6 
2.4 
0.6 
0.6 
1.2 
2.4 

3.0 
1.2 
2.4 
2.4 
3.6 
2.4 
0.6 

2.4 

3.6 
2*4 
1.2 
1.2 
2.4 
3.6 
2.4 
1.2 
3.6 
2.4 
1.2 
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Annex 1 (cont'd) 

Chapters or positions of 
the customs tariff ..:-.. _„ 

Positions 50.04 to.50.08 inclusive 
Positions 50.09 and 50.10 
Positions 57.05 to 57.03 inclusive 
Position 57.12 
Position 58.03 
Positions 59.01 and 59.02 
Position 59.06 -
Positions 59.11 and 59.12 
Position 59.Im
positions 64.05 and 64..06 
Chapter 65 
Chapters 66 to 69 inclusive 
Positions 70.01-B to 70.05 inclusive 
Positions 70.06 to 70.19 inclusive 
Position 70.20 
Position 70.21 
Positions 71.12 to 71.16 inclusive 
Positions 73.01 and 73.02 
Positions 73.04- to 73.17 inclusive 
Positions 73.18 to 73.32 inclusive 
Positions 73.33 and 73.34 
Positions 73.37 and 73.40 
Positions 74-12 to 74-.19 inclusive 
Positions 75.06, 76.16, 78.06, 79.06 and 80.06 
Positions 81.04--N-II-a and 81.04-R 
Chapter 82 
Chapter 83 
Chapters 84- and 85 
Chapter 86 
Chapter 87 
Chapters 90 to 98 inclusive 

Rate of the 
surcharge 

0.6 
1.2 
0.6 
1.2 
1.2 
1.2 
0.6 
1.8 
1.2 
2.4 
1.2 
2.4 
1.2 
2.4 
0.6 ' 
2.4-
2.4 
2.4-
2.4 
3.6 
0.6 
3.6 
3.6 
3.6 
3.6 

2.4 
3.6 
2.4 
3.6 
2.4 
2.4 

Remark: The surcharges apply to goods falling under the above-mentioned 
chapters and positions of the customs tariff only in so far as a 
surcharge fixed before 1 January 1968 is not applicable to these 
goods. 


