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Structure of government revenues

The main sources of government revenues are taxes (on
income or wealth, for example) and social contributions
made directly by or on behalf of employees. A lower share
of revenues comes from sales by the general government
(e.g. user fees for the provision of services), grants, and
other sources (e.g. property income).

In 2017, on average 60% of the revenues raised by governments
across OECD countries came from taxes and 25% from net
social contributions, another 8% came from sales and 7%
from grants and other revenues. The structure of revenues
differs largely among countries. Taxes represent 88% of
Denmark’s revenues followed by Australia, New Zealand and
Sweden (over 79%) whereas they represent only 46% in the
Slovak Republic. The Slovak Republic relies more on net social
contributions than any other OECD economy, amounting to
37.5% of general government revenues. Mexico (34%) and
Norway (23%) have the largest share of income from grants
and other sources, as the exploitation of natural resources
(e.g. oil and gas) is an important source of revenues for these
countries. The contribution of sales is largest in Finland (13%),
Switzerland (13%) and the United States (12%) meaning that,
mainly through user fees, people contribute proportionally
more to the funding of services in these countries.

Across OECD countries, grants and other revenues and taxes
have reduced their contribution to general government
revenues (-0.6 p.p. and -0.4 p.p. respectively). Compared to
other OECD countries, Lithuania experienced the greatest
change in government revenue structure between 2007
and 2017: net social contributions have increased their
relative contribution by 10 p.p. and sales 1.7 p.p., while
taxes decreased 9.4 p.p. and grants and other sources
decreased the remaining share (2.3 p.p.). These changes are,
at least partially, explained by a high contribution rate to
social security paid primarily by employers, a rapidly aging
population and emigration trends and a rigid labour market
promoting informality and limiting the tax base. As part of
the solution to this problem, and based on the New Social
Model, Lithuania introduced an encompassing reform,
implemented in stages in 2017 and 2018, of labour relations,
unemployment relations and pensions; the reforms also
touch upon some aspects of the tax system (OECD, 2018).

Income and profit taxes are the largest source of tax
revenues (34% in 2016) in OECD countries, closely followed
by taxes on goods and services (33%). However, the structure
of taxes in some countries differs from the OECD average.
The share of taxes on income and profits over total taxes
in 2016 was smallest in Hungary, Lithuania and Slovenia
(around 19%) and largest in Denmark (63%), Australia (57%)
and New Zealand (56%). The contribution of taxes on goods
and services (e.g. VAT) is largest in Chile (55%), Turkey
(44%), and Estonia (43%) and smallest in the United States
(17%), Japan (20%) and Switzerland (21%). In 2016, property
taxes were the largest source of revenue in Iceland and
accounted for 34% of the contribution, which represents
a 28 p.p. increase over 2007. However, this increase is the
result of a one-off operation whereby Iceland received a
stability contribution, aimed at liberalising capital controls
imposed during the crisis, from entities that previously
operated as commercial or saving banks.

66

Methodology and definitions

Data on revenues are computed from the OECD
National Accounts Statistics (database), which are
based on the System of National Accounts (SNA) — a set
of internationally agreed concepts, classifications,
definitions and rules for national accounting. The
2008 SNA framework has been implemented by all
OECD countries (see Annex A for details on reporting
systems and sources). Revenues include taxes (e.g.
on consumption, income, wealth, property and
capital), net social contributions (i.e. contributions for
pensions, health and social security after deduction
of social insurance scheme service charges, where
applicable), sales of goods and services (e.g. market
output of establishments in government, entrance
fees) and grants and other sources (e.g. current and
capital grants, property income and subsidies). These
aggregates were constructed using sub account items
(see Annex B). The data presented in Figure 2.23 come
from OECD Revenue Statistics. The definitions of tax
revenues differ between SNA and OECD Revenue
Statistics, especially regarding compulsory social
security contributions. In SNA, taxes are mandatory
unrequited payments, in cash or in kind, made by
institutional units to the government. Net social
contributions are actual or imputed payments to
social insurance schemes to make provision for
social benefits to be paid. These may be compulsory
or voluntary and funded or unfunded. OECD Revenue
Statistics treat compulsory social security contributions
as taxes, whereas the SNA considers them net social
contributions because the receipt of social security
benefits depends, in most countries, upon appropriate
contributions having been made, even though the
size of the benefits is not necessarily related to the
amount of the contributions.

Further reading

OECD (2018), OECD Economic Surveys: Lithuania 2018, OECD Publishing,
Paris, https://doi.org/10.1787/eco_surveys-ltu-2018-en.

Figure notes

On data for Israel, see http://doi.org/10.1787/888932315602.

2.21 and 2.22. Data for Chile are not available. Data for Turkey are not
included in the OECD average due to missing time-series. Australia
does not collect revenues via social contributions because it does
not operate government social insurance schemes. Data for Russia
are for 2015 rather than 2017.

2.23. For the OECD countries part of the European Union total taxation
includes custom duties collected on behalf of the European Union.
The latest available year for which data are available for all OECD
countries is 2016. OECD average is unweighted.

2.24 to 2.26. (Structure of revenues by levels of government) are available
online in Annex F.
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2.21. Structure of general government revenues, 2017 and 2018
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Source: OECD National Accounts Statistics (database).
StatLink Sazr https://doi.org/10.1787/888934031636

2.22. Change in the structure of general government revenues, 2007 to 2017
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Source: OECD National Accounts Statistics (database).

StatLink Sasr https://doi.org/10.1787/888934031655

2.23. Breakdown of tax revenues as a percentage of total taxation, 2007 and 2016
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Source: OECD Revenue Statistics (2018).
StatLink Sa=m https://doi.org/10.1787/888934031674
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