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Frankfurt Group

Statement on the Application of VAT

to Electronic Information Services
Proposal for a Council Directive amending Directive 77/388/EEC as regards the value added tax arrangements applicable to certain services supplied by electronic means. COM(2000) 349 final.

Profile

The Frankfurt Group: Consensus Forum for Academic and Research Information is a unique platform for progressive discussions between organisations involved in the publication and distribution of academic and research information within Europe. The aim of the group is to reach consensus on topics of common interest.

This statement is made on behalf of the following members of the group: publishers (ALPSP, STM), libraries (EBLIDA, LIBER), research centres (INIST), subscription agents and intermediaries (ASA)
.

The Status

The Frankfurt Group is concerned that the current amendments to the VAT Directive dealing with e-commerce and the importation of electronic services into the EU (COM 2000 349 Final) will have the following consequences.

· Scholarly, research and educational information supplied in electronic form as opposed to paper will continue to be taxed at the higher rate of VAT - as opposed to printed products which may be taxed at a reduced rate. 

· Distance learning material will attract VAT at the higher rate for the first time.

The changes to the VAT directive have now been approved and the matter will not be discussed in the European Parliament or scrutinised further by member states since this is considered a tax not a policy change.

However the European Commission has recognised that there is a ‘potential issue concerning the different rates of tax applying to ostensibly similar goods and services’ (COM(2000) 349 final) and intends to address this when it meets to discuss the lists of goods and services which may be subject to reduced rates of VAT later in 2002.

The EU Directive on VAT (77/388/EEC) ensures that both goods and services attract VAT but permits some exceptions (the list of exceptions is given in 77/388/EEC annex H). Category 6 of annex H specifically states that the supply of books, printed music, newspapers and periodicals (other than those wholly or substantially devoted to advertising matter) are exceptions. The rate of VAT is determined by the individual member states not by the Commission.    

Our concerns

The Frankfurt Group believes that education and research underpin the economic, cultural and social well being of EU member states. To achieve this ready access to information in all formats is essential.

· In the European Union, thirteen out of fifteen member states apply a reduced rate VAT to printed information

· On the other hand VAT rates on electronic information are applied at the higher rate. Therefore, information supplied in electronic format is placed at a disadvantage compared to print material

· Information products, whether print or electronic, serve the same needs and mostly the same people. The principle of equivalence of purpose should determine that print on paper and electronic material receive equitable tax treatment

· To encourage the development of the knowledge based economy in Europe, scientific, research and educational information must be taxed at the same rate as information supplied in printed format

· People in rural communities, and at work, can now enjoy the same access to education as young people attending education institutions through the provision of electronic information services, but will be disadvantaged through the generally higher rate of tax that such services now attract.

· Reduced rates of VAT for the categories in annex H were introduced for reasons of public policy. Publications were included because of their vital importance to education and research and to the democratic advantage of a well-informed citizenry. The means of delivery of information should not be allowed to distort agreed policy for social provision.

· Taxation should support public policy encouraging the introduction of
e-commerce and electronic information services to the research and education communities, and therefore should be set at the reduced rate.

Our goals

In view of our concerns and the principle of equivalence of purpose the Frankfurt Group seeks the following

· The lowest equal rate of taxation for print and electronic information

· Clear and consistent EU guidelines on the application of VAT to electronic information services

What is the Frankfurt Group doing?

· The Frankfurt Group has already made representations to the European Commission DG Taxation and Customs Union. 

· The Group will be lobbying the Commission, MEPs and others to add electronic information services for scholarly, research and education use to the list of categories excepted from the higher rate of VAT set out in annex H to the Directive 77/388/EEC when the Commission discusses this list later in 2002.

· The Frankfurt Group will provide facts and assistance to members and their constituents to lobby national governments within the EU.

· The Frankfurt Group encourages urgent discussions with national ministries and bodies representing libraries, publishers, intermediaries, authors and interested parties to develop practical solutions.

What can you do?

· Lobby your national government to interpret annex H so as to include books, newspapers and periodicals in electronic as well as printed form.

· Write to your national departments of Education, Science, Culture,  Taxation and Trade to impress upon them the need to include electronic information services for the provision of scholarly, research and educational material in the list of categories which attract VAT at the reduced rate when the matter is discussed by the Commission

Write to your national associations for libraries, publishers, intermediaries and authors to request them to lobby the appropriate national authorities to include electronic information services for the provision of scholarly, research and educational material in the list of categories which attract VAT at the reduced 
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� ALPSP Association of Learned and Professional Society Publishers, STM International Association of Scientific, Technical and Medical Publishers, EBLIDA European Bureau of Library, Information and Documentation Associations, LIBER Ligue des Bibliothèque Européennes de Recherche, INIST Institut de l'Information Scientifique et Technique, ASA Association of Subscription Agents and Intermediaries.





