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Disclaimer

Conformément au réglement (CEE, Euratom) n°® 354/83 du Conseil du 1er février 1983
concernant I'ouverture au public des archives historiques de la Communauté économique
européenne et de la Communauté européenne de I'énergie atomique (JO L 43 du 15.2.1983,
p. 1), tel que modifié par le réglement (CE, Euratom) n° 1700/2003 du 22 septembre 2003
(JO L 243 du 27.9.2003, p. 1), ce dossier est ouvert au public. Le cas échéant, les documents
classifies présents dans ce dossier ont été déclassifies conformément a I'article 5 dudit
reglement.

In accordance with Council Regulation (EEC, Euratom) No 354/83 of 1 February 1983
concerning the opening to the public of the historical archives of the European Economic
Community and the European Atomic Energy Community (OJ L 43, 15.2.1983, p. 1), as
amended by Regulation (EC, Euratom) No 1700/2003 of 22 September 2003 (OJ L 243,
27.9.2003, p. 1), this file is open to the public. Where necessary, classified documents in this
file have been declassified in conformity with Article 5 of the aforementioned regulation.

In Ubereinstimmung mit der Verordnung (EWG, Euratom) Nr. 354/83 des Rates vom 1.
Februar 1983 uber die Freigabe der historischen Archive der Europdaischen
Wirtschaftsgemeinschaft und der Europaischen Atomgemeinschaft (ABI. L 43 vom 15.2.1983,
S. 1), geandert durch die Verordnung (EG, Euratom) Nr. 1700/2003 vom 22. September 2003
(ABI. L 243 vom 27.9.2003, S. 1), ist diese Datei der Offentlichkeit zugénglich. Soweit
erforderlich, wurden die Verschlusssachen in dieser Datei in Ubereinstimmung mit Artikel 5
der genannten Verordnung freigegeben.
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Third report by the Commissiocn
on the derogation accorded to the Kingdom‘of Devaark
" relating to the rules governing turnover tax anc
excise dufy applicable in internatiocnal travel
(Council Directive No. 69/169/EEC (1) of 28 May 1969
amended by Directives Nos. 72/23C/EEC (2) of 12 June 1972,
78/1032/EEC (3) and 78/1033/EEC (3) of 19 December 1978)

I, Introduction

On .19 December 1977, the Council adoptéd a directive according to Denmark

a new derogation frbm the Community system of allowances.

On this occasion; the Commission undertook to diaw up each year, starting
in 1978, a ;eport on the evolution of the prices of alcoholic drinks and
tobécco products in Denmark and Germany, on the evolution of fares for
travellers in Denmark, and on the fiscal policy of the Danish Government.
A first report (COM(78) 774) covering the period to end-September 1978 was
submitted on 17 January 1979, and a second report (COM(80) 33) covering the
- period from 1 October 1978 to end-September 1979 was submitted on
1 February 1980. 3 '

Tais third report fulfils the underfaking for the 12 months, 1 October 1979-
130 September 1980, |

II. The derogating provisions

l. Annex VII, Part V (Taxation) of the Act 6f Accession to the European
Communities of the Kingdom of Denmark, Ireland and the United}Kingdom of

Great Britain and Northern Ireland authorised Denmark, until 31 December

1975, to exclude from the tax allowances relating to turnover taxes and

(1) 0J Noo L 133 of 4 ,6.1969
(2) 0F No. L 139 of 17.6.1972 .
(3) 0 No. L 366 of 28.12,1978.



cxcices applicavle in .intemrmational passenger travel, the fellowing goodss
- tobacco proaucts;
~ distilled teverages and spirits, of an alcoholic strength exoeeding22ﬁvoh

- beer, only for quantities exceeding 2 litres.

2. On the expiration of this period, in accordance with paragraph 1(c) of
part V of the Amnex concerned, the Council prolongédrthe authorisation on two

occasions (1), first until 31 December 1976 and then until 31 December 1977.

3¢ The Danish Government subsequently reqﬁested a further period in order
fully to apply the Community system of allowances., In contrast to the two
previous derogations, which were limited to one year, the Council adopted
on 19 December 1977, a Direqtive granting a derogation to Denmark from the
regime in question until 31 December 1982 (2). This derogation provides for

a progressive alignment of the Danish system with the Community rules.

III. Quantities of the tax allowancessince 1 January 1978

Danish residents having Community residents

stayed in another Member staying in Denmark
Products State )
less than more than less than more than
72 h(3) 72 h (1)(3) | 24 n (2) | 24 n (1)
cigarettes 40 (4) 300 40 300
or :
cigarillos 20 150 20 - 150
or - ’
cigars _ 20 75 20 75
or o
smoking tobacco - 100 400 100 400
(grams) . ,
distilled beverages - 1e5 - 1.5
(litres) _
beer (litres) 2 no quantity 2 no quantity
: limit limit

(1) These quantities are those apgicable under the Community system.
(2) From 1,1.1980 the 24 hour condition no lcnger applies.

(3) Prom 1.1.1981 to 31.12,1982, the 72 hour condition will be reduced to
48 hours.,

(4) Prom 1.1.1982 the 40 cigarette allowance will De
increased from 40 to 60, . / :

(1) Directive 76/134/EEC of 20.1.1976 (OJ No. L 21 of 29.1.1976);
Directive 77/72/EEC of 18,1.1977 (OJ No. L 23 of 27.1.1977).

(2) Directive 77/800/EEC of 19.12.1977 (0J No. L 336 of 27.12.1977).

/e



From l.l. 1980 the sp°c:al 24 hour derogation for Communlty residents staying
in Denmark was abollshed. The Danish Covermment have not reported any
negative effects resulting f}om‘abolition of this rule.

IVe  Tax legislation

l. Denmark

The value added tax rate was increased from 20.25 % to 22.0 % on 29 June 1980,
where it remained duriné the rest ° of the period under ekamination. This
increase in the VAT rate meant that the average retail price level was

raised by about 1.5 % As a consequence of this increase in the VAT rate

the excise duty on cigarettes wag amended, The specific excise on

cigarettes went from 40,11 ﬁ}e to 41'ﬁ}e per piece and the proportional
element was reduced from’23.4 % to 21.68 % of the retail price., The total
tax burden, inclusive of VAT, on a padket of 20 cigarettes rose from

14.60 Kr to 14.91 Kr. | RS

~On 27 February 1980 the European Court announced its decision in the case

brought by the Commission against Denmark for breach of Article 95 on -
excises levied on alcoholic drinks. The Danish two-tier ekcise on spirits
was condemned by the Court. The Danish Government proposed a new mixed

specific/éd valorem system for taxing spirits. This system was adopted by

the Folketing and came into force on 1 June 1980,

The excise duty on spirits in the mixed system'is : 95 Kr per litre 100 per
cent ethanol strength plus 37.5 per cent of the taxable value of the product
(1nclud1ng the specific and ad valorem duiy)

¥

The excise duty on beef has not been changed during the period under report.

2. Germany ‘ | .

.‘ No changes in the rates of taxes relating to the products which are the

‘subject of the present report toock place during the period under examina:tipn°

-
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Ve Danish crowr/Cerman mark

As mentioned in the second report, the German mark was revalued by 2 % and
the Danish zrown was devalued by 3 % aéainst the six other EMS-currencies
in the first realignment of parities within the EMS on 24 September 1979,
and the Danish crown was again devaluwed on 30 November 1979 by 5 %. :

The average exchange rate in September 1980 (when the period under report
came to an end) was 309.59 Dkr = 100 DM. In the price comparison on page 6
an exchange rate of 289 Dkr = 100 DM has been used for end=-September 1979 and
309.59 Dkr = 100 DM for end-September 1980, 'During-the period under rebort
the Danish crown had thus effectively’depreciated by Tel % vis-h-vis the
German mark. ‘ '

VI. Relative evolution cf retail prices of the;products in Denmark and in

Germany .

'Followihg the pattern established in the first two reports, the'price

comparison has been made between end-September 1979 and end-September 1980.

The evolution in Denmark and in Germany of the prices of tobacco products
and of alcoholic drinks between end~September 1979 and end-September 1980
is summarised in Table I. The ‘products used as the basis for comparison are

the same products as shown in the same table in the first and second reports.

The prices shown have been furnished by the Danish Government. They
represent average prices in Denmark of the products conderhed and an attempt
to establish typical prices for the same products on sale in Germany in the
region close to the Danish border. The German prices have been confirmed as

being broadly correct by the German authorities,

1. Tobacco products

The VAT rate increase‘in Denmark meant that the retail price of cigarettes
on the Danish market went up by 2.6 %. On the German market the prices

‘of Danish brands cf ‘cigarettes remain unchanged, expressed in DM, but

expressed in Dkr they have been increased by 7 %. This means that the

total effect has been a minor reducticn of the gap between prisces of



cigarettes in Denmark and Germany, and therefore also a reduction in the

absolute amount which the Danish traveller will save by bwing in Germany.

As far as smoking tobacco is concerned, prices in Denmark and Germany were

still close to each other at September 1980.

2. Spirits

In the period under observation most of the retail priceé on spirits were
changed substantially on the Dauisﬁ market. For spirits of the more
expensive quality and aquavit the rétail prices were increased but for

other spirits the retail prices were in general reduced. As shown in

Table 1, the Danish retail prices foricognao and aquavit increased by 5 - 8 %,
whereas branded whisky and gin‘ were reduced in pfice by about 15 %. On )
the German market, the retail prices of cognac aﬂd whisky were raduced,

whereas the retail prices of gin and aquavit increased.

The total conseqﬁehces of the new taxation-system in_Denmark, the price
changes and the devaluation of the Danish crown, have been that the gap
between Danish and German spirits prices has been widened for expensive pro-—

ducts but narrowed for'other‘products. (see also Chapters IV and IX).

30 Beef

~ As mentioned in the second report, it would be préfer&ble to compare the

evolution of prices for the same product in t}}e two countries, instead of
comparing the price of Danish beer in Denmark and the price of German beer

in Germany. The Commiséion has now obtained the necessary information in

~order to compare the evolution of prices of Danish beer in Denmark as well

as in Germany.

During the period under report, the figures supplied to the Commission

suggest that the price of Danish beer in Germany increased by about 15 %
in DM(I) but has only been increased by about 6 % in Denmark. This, in
combination with the de?aluation, means that the price advantage of buying

in Germany in September 1979 at 40 % has - been reduced to about nk by )

September 1980,

(1)

Part of this price increass could be that the Ssptember 1980 price
includes deposit on the bottle, ./.



" Evoluticn of the retail prices of 4ypical tobacco preoducts and

zlccholic drirks in Denmark and Germany

TARIE 1

R

” " 1980 3

100 IM = 209,59 Dkr.

1 2 3 4
PRODTiTS Date Da%ish Germgn price | Diff.} 3 as
price in in o
Sept.|in Dkr | Dkr¥* M | Dkre | of 1
Cigarettes (300) Danish brand {1979 {247.50 130,05 45.00 | 117.45 47.5 %
_ . 1980 {253.80 |139.32 45.00 | 114.48] 45,1 %
Change 1979~1980 2,6 %1 7.1 % 0.0 |- 2.5% -2.4 %
Smoking tobacco, 50 g 1979 | 8.50 ] 8.67 3.00 | =0.17 | =2.0 %
‘ 19801 8.90] 8.67 2.80] 0.23 | 2.6%
Change 1979-1960° 4.,7%1 0o 6.7%| - 4.6 %
Cognac*#** 70 cl 1979 {175.00 | 67.92 23.50 | 107.08] 61.2%
, 1980 |188.00 | 61.86 19.98 |126.14| 67.1 %
Change 1979-1980 Td % | -8.9 -15.0 | 17.8% | +5.9%
Whisky (5 years) 70 cl. 1979 }135.00 | 49.10 116,99 | 85.90| 63.6 %
, 1980 {115.00 | 49.07 15.85 [65.93 | 57.3
Change 1979~1980 ‘ ~14.8% |=0.1 % ~6.T% | -23.2%| ~6.3 %
Gin, 70 cl - 1979 |134.00 | 40.40 13.98 |93.60 | 69.9 %
- o 1980 {113.00 | 55.60 17.96 |57.40 | 50.8 %
Change 1979-1980 ~15.7 %} 37.6% 28.5% |-38.7%| -19.1%
Aquavit, 70 cl (Danish) 1979 | 80.00 | 45.60 15.78 |34.40 | 43.0 %
1980 | 85.00 | 55.66 17.98 |29.34 | 34.5 %
Change 1979-1980 - 163 % 22.1% 13.9%|-14.7% 8.5 %
Beer Pilsen 6 bottles of 1979 {19.30 11,50 3.98 | 7.80 | 40.4%
0:33 1 (Danish beer) ~ |1980 |20.40 | 14.09  4.55| 6.31 | 30.9 %
Change 1979-1980 5.Th | 22.5% 14.3A-19.1 4 9.5 %
*Exchange rate used:
’ end-September 1979 ¢ 100 DM = 289 Dkr
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VII. Relative evolution of taxes on the products in Denmark and Cermany

Chapter VI dealt with the evolution of retail prices in the period under
report. But as some of the retail prices are affected by temporary or
atypical fluctuations, such as discount sales, special offers and the like,

a comparison of "total tax" on each product category in the two countries is,
in the Commission's view, a more reliable guide.

The basic data arethe excise duty plus the VAT levied on that rate. The
"total tax" thus determined in Germany for each product category has been
converted from DM to Dkr on the basis of the average exchange rates
applying in the months referred to in Table 2. The total tax in Germany

equals 100 in each case, The figures shown in Table 2 are the total tax

in Denmark as a percentage of that in Germary.

Table 2

Tndex for the "total tax" in Denmark compared with Germany (Germany = 100)

Jan. 1978 Seot. 1978 Sept. 1979 Sept. 1980 : Sept. 1980
Cigarettes 221 218 255 . 240 : 273
Cognac A ~ 510 | 580
Whisky 511 502 486 § 313 I 425
Gin ( 311 | 422
Aquavit 333 327 316 315 1 358
Beer 833 818 192 750 L 853
100 DM = 272 Xr 277 Kr - 289 Kr 309,59 Kr 272 Kr

As stressed in the second report, Teble 2 offers a useful additional
reference point in indicating what changes in the differences between
Danish and German tax ievels will be reaquired in order that the present

large differences in retail prices may be substantially reduced.

The index shows that in Denmark in September'1980 the tax on cigarettes
was relatively higher than at the beginning of the five year dercgatiocn
period, that the relative tax on beer had been slightly reduced and that,

+ for spirits, the relative situation remained more or less unchangede



The last column in Table 2 shows how ihe situation would have been, if the
exchange rate between TN and Lk. had remained unchanged from January 1978
until September 1980, In this situation, all three product categories would
have been relatively higher %:~sd in Scptember 1980 than they were in January
1978. 1In isolation, the effect of the fiscal policy followed in Denmark

since 1978 has thereforc Deen to widen the gap, rather than to0 narrow ite

- VIII., Transport costs in Denmark

Table 3: Transport costs

Departure Distance . ‘0 Dk ' Typical
point from the Return prices in Te petrol
frontier | .. organised bus by train costs by car¥*
in I, i Same price
Septe Sept. Septe 1979 © Septe Sept.
1979 1580 Phe 4 1979 1980
Y Sept. 1980
Aalborg 270 25 1 202 205 257
Aarhus 175 20 1 150 133 166
Odense 150 15 1 116 114 143
Fredericia 100 - 10 1 14 76 .95
Vojens 50 10 T 34 38 48

*Based on a car using 1 1 petrol (3.80 Kr/l1 in Sept. 1979 and 4.75 Kr/1 in
September 1980) per 10 km. ’

Table 3 shows that the "prlce" Tor organised day-trlps or "shopplng
excursions” by bus is virtually nil. The explanation lies in the practlce
of German border supermarkets to pay the bus companies ever higher subsidies
per passenger brought to the supermarket from Denmark. " The Commission has
earlier drawn attention to the problem of the unrealistically low costs

for bus passengers, and views their factual abolition with concern.

In the period under report, the transport costs by private car increased

by 25'%, whereas the costs by train remained unchanged. Cos

»ofe



IX. Conclusions

During the period under review there has been a negligible decrease in the
price gap between the price of cigarettes and beer in Denmark and Germany.
This effect is solely due to the depreciation of the Danish crown, relative
to the IM.,

The new mixed system for taxing spirits means that the price gap between
the cheaper spirits products so0ld in Denmark and in Germany has decreased.
On the other hand, for the more expensive products sold on the twe markets,
the gap has widensd, Moreover, thé subgtantial ad valorem element ir the
mixed system has the effect of multiplying differences in pre~tax prices
by a factor of 2 or more (depending on the size of the retailer margin),
Consequently,'the price gap between the more expensive ﬁroducts on sale in
Denmark and Germwany will in future be much less sersitive to any
devaluation in the Danish crown rglative to the DM, This price sector is
of course the area where the greatest savings can be made by buying in .
Germany. It fcllows that the mixed system has aggravatéd the gituation
for expensive spirits, a situation which only can be reversed by a

reduction of the ad valorem element of the spirits excise,

As regards the coming year, the Commission has no firm information cof

planned changes ixi the excise duties covered in this report, whether in

Denmark or Germany, although the Danish Minister of Fiscal Affairs s
understood to be considering reducing the excise duty on wine. Such a

step would undoubtedly ease the border trade problem.

In conclusion, the Commission notes that in general - as in 1978 and 1979 -
no significant progress has been achieved in 1980 in reducing the differences
between the prices of the products concerned, On the contrary, the

introduction of the mixed system for taxation of spirits in Denmark has

introduced a new problem aggravating the situation for expensive spirits.



