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Effects of double taxation treaties (DTT)

For taxpayers who are professionally active in both countries of a double taxation convention the question
is always what effect this treaty actually has on them. 

Example: A German publisher publishes the latest novel of a successful author living in Switzerland. The
royalties paid to the author are subject to a withholding tax of 25% in Germany, plus solidarity premium. 
Because the author must also pay taxes on his royalties in Switzerland, his country of residence, he would
have to pay taxes twice without the double taxation convention. Because of the double taxation conven-
tion only the country of residence may tax such income. Germany is, therefore, not entitled to any taxes
on the royalties of the author. 
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Value added tax by international comparison

Normal rate, applicable to most consumer goods. All countries apply lower rates for certain basic goods,
medicaments and cultural requirements

Country VAT rate in %

Switzerland                  7.6

Germany 16.0

U.K. 17.5

Netherlands 19.0

France 19.6

Italy 20.0

Austria   20.0

Ireland 21.0

Belgium 21.0

Denmark 25.0
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Source : European Commission, VAT Rates applied in the Member States of the European Community,  
Situation as per 1st September 2004


