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Taxes
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What are taxes?
D: Taxes are obligatory payments that the government collects to pay for services.
• Taxes are collected from different types of income, like salary, student
allowance or pension.
• If a young person earns less than 10,500 euros a year (2018), no taxes are collected.
• In addition to income, capital gains are taxed. Capital gains are income that you receive from
your assets, for instance dividends and rent income.
• Consumption is taxable as well. Goods and services have taxes that the consumer pays in their
prices.
• Value added tax is a consumption tax.
• Other taxes include for instance capital transfer tax, estate tax and tax on property.
• Mandatory social security payments are also considered tax-like payments.
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What is being taxed?
EARNED INCOME
=> INCOME TAX

PROPERTY,
=> PROPERTY TAX,
ESTATE TAX

CONSUMPTION
=> VAT, EXCISE TAX

MANDATORY
SOCIAL
SECURITY
PAYMENTS
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Direct taxes

Indirect taxes

Collected directly from
salary or other income

Collected in the price for a
good or a service

Income
tax

Municipal
tax

Excise
tax

Value
added tax

Parish
tax

Capital gains
tax

Customs
duties

Environmental
taxes

Estate tax
and capital
transfer tax

Tax on
property
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Progressive tax or flat tax:
Progressive tax is a tax that increases
according to brackets. The more you earn,
the higher is your tax rate. When income
tax is progressive, it means that a person
with a hig income pays more taxes than a
person with a lower income.
Flat taxt means that the tax rate is the
same for everyone regardless of income.
In Finland for example value added tax,
municipal tax and capital gains tax are flat
taxes.
Marginal tax means the tax rate on
income set at a higher rate for incomes
above a designated higher bracket.
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Professional
expenses
deduction
Commuting
expenses

Mandatory
pension and
insurance fees

Tax
Deduction
Examples

Union
membership
fees

Household
expenses
deduction
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Source: Vero-sivusto https://www.vero.fi/henkiloasiakkaat/verokortti-ja-veroilmoitus/tulot-ja-vahennykset/ilmoita_itse_nama_vahennykse/

Young people and taxes
• A 15-year-old automatically receives their own tax card
• If a young person earns less than 10,500 euros per year (2018), no tax is collected
• Tax card is not required for student allowance.
• If you work part-time while studying, you need a new tax card for your income.
Student allowance, sickness benefit and unemployment benefit affect the tax rate
of your income.
• You can make changes to your tax card at: https://www.vero.fi/omavero
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What do I get with my tax money?
The government uses the tax money to pay for:
• Roads and other infrastructure
• The police, the armed forces
• The parliament, the judicial system
Municipalities, parishes and the state offer services to citizens
• Basic education
• Daycare
• Health care
• Hobbies, libaries
• Social security and benefits
Link to YLE news:
https://yle.fi/uutiset/3-9843545
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Tax data from Europe
Tax revenue*

Added up to 40% of gross domestic product in 28 EU
countries, including social security payments (2015)

Tax revenue makes up
89% of the
total income of the state.

In France, the percentage of tax
revenue (out of GDP) was 47.9%, which
is the most among all European
countries in 2015, whereas Ireland had
the lowest percentage (24.4%)

Source: Taxedu
https://europa.eu/taxedu/resources_fi
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Taxes on businesses
• Limited companies, cooperatives, housing associations and other
communities pay a corporation tax, which is an income tax.
• Corporation tax has been 20% of the taxable income of the
community.
• The finance sector is the field that pays the most corporation tax
in Finland.
• In the EU countries corporation tax is collected from companies and
communities. There are differences in taxation according to country,
because national authorities ratify the rules of corporation tax.
• The business tax rates in Europes on a map:
https://www.veronmaksajat.fi/luvut/Tilastot/Tuloverot/Yhteisoverotus/
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Tax havens
According to OECD’s definition, a state is considered a tax haven if it has:
• low tax rate or no taxes at all
• strict bank secrecy
• no international agreements to exchange tax records with other states
When the owners or beneficiaries of the companies or trusts are based elsewhere than the state where the company/trust is registered, the legal system
in the a haven is not transparent when it comes to ownership arrangements
Tax havens can be utilized in tax evasion, for example private persons may
transfer their own assets into tax havens to avoid paying taxes. Some 		
companies have very complicated arrangements with tax havens.
Panama, the Bahamas, Bermuda and Cayman Islands have traditionally been
examples of tax havens.
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Grey economy
Refers to activity where legal obligations are neglected to avoid taxes, tax-like
payments or customs duties, OR to collect deductions under false pretenses
Simply put: you neglect to pay taxes, you are paid under the table
•
•
•
•
•
•
•

Undocumented workforce
Virtual currency
Identity theft
Corruption
Consumer product fraud
New forms of labour
Professional exploitation of businesses
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Have you bought your
own flat or house?
• When you buy a flat or property, you must pay the
transfer tax. It is not automatically collected, but
you have to pay it yourself.
• The transfer tax for flats is 2% of the final price. (4%
for property)
• Transfer tax on shares in a housing association or
real estate
• These include for example flats, business premises,
reserved parking spaces, storages, golf shares, time
shares and boat berths
• A young person purchasing their first flat* does not
pay the transfer tax.
* ages 18-39
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Estate tax and capital transfer tax
Estate tax is collected from estate worth 20,000 euros or more.
Estate tax is defined based on the value of the estate and the closeness
of the kinship between the inherited and the heir. There is a specific
tax scale that is applied.
Capital transfer tax is paid from gifts worth 5,000 euros or more.
The tax applies also to gifts received from the same donor during three
years, if the combined value of the gifts is 5,000 euros or more.
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Corporation tax in the European Union
• In the EU countries corporation tax is collected from companies and
communities. There are differences in taxation according to country,
because national authorities ratify the rules of corporation tax.
• The business tax rates in Europes on a map:
https://www.veronmaksajat.fi/luvut/Tilastot/Tuloverot/Yhteisoverotus/
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Get to know the tax
rate generator
• What can you use the generator for?
• With the generator you can evaluate whether you need to
change the tax rate on your tax card.
• You can estimate the appropriate tax rate for income or
different benefits.
• Note, that the generator only calculates the tax. Also taxlike payments are collected from your income. These
include for example unemployment insurance payment
and pension payment.
https://prosentti.vero.fi/VPL2018/Sivut/Henkilotiedot.aspx
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Glossary
Tax card is a document that confirms the employee’s tax rate. The employer withholds the tax from the
employee’s pay according to the rate. The employee requests the card from the tax official and gives it to the
employer.
Tax rate determines how much income tax is paid on a given income level.
Tax decision is the calculation which shows homw much should be paid in total. Tax has been withheld
from your pay based on your tax rate, and after this the end sum is checked, taking into account all 		
income and all deductions. The tax decision is the result of this check.
Tax declaration is a declaration about all income and property, given to the tax official every year. All
government-, municipal-, and church taxes are determined based on the declaration. The tax official
delivers a precompleted declaration, which can be filled in online or on paper. In the declaration you can
also declare deductions.
Tax refund means that too much tax has been withheld from your pay. The tax official will refund
the extra tax.
Back taxes are a tax that has to be paid, when too little tax has been withheld from your pay.
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More information:
Verokampus,
https://www.verokampus.fi/verotietoa/
Vero-page,
https://www.vero.fi/henkiloasiakkaat/
Veronmaksajat, Taxpayers Association of Finland (TAF),
https://www.veronmaksajat.fi/
Ministry of finance,
https://vm.fi/verotus/verotusjarjestelma
Taxedu, European Union-page,
https://europa.eu/taxedu/teenager_fi
Gray Economy, Vero - page,
https://www.vero.fi/harmaa-talous-rikollisuus/
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