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Abstract 

 

Our research aims to analyze the evolution in time and space of taxation rates and the impact of legislative changes on 

the microeconomic and macroeconomic environments, as well as the impact of legislative changes, the analysis of 

different models of tax systems based on the flat tax rate, used in Romania, or progressive tax rates, preferred in 

countries like France, Belgium and Luxembourg. Attempts at comparing personal income taxes are relatively rare and 

difficult to achieve precisely because of the tax legislation that is significantly different from one country to another in 

terms of tax base, tax rates or method of calculation of the various taxes and fees. Identifying the best taxation approach 

is the main goal of our paper. Our research is aimed at identifying the best taxation system, at determining the 

correlation between tax burden and tax income, thus analyzing the distributive effects of flat rates or progressive rates, 

and the effects of preferring one to the other, in other words determining whether they encouraged the formation of a 

middle class or on the contrary, they have deepened the inequity among the population, the effects that these systems 

have had on the social, economic and political environments in Romania and in the French-speaking countries included 

in our research: France, Belgium and Luxembourg. 
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Economics researchers have developed the 

principle of equity, which they consider one of the 

pillars of an optimal tax system. In his famous 

book entitled the ‘Principles of Political 

Economy’, John Stuart Mill (Mill, 1885) argued 

that equality should be at the core of any tax 

system, just like it should be at the core of all 

government policies. Henry Sidgwick (Sidgwick, 

1907) defined the general principle of equity as 

follows: ‘An action which a person considers fair 

for themselves is implicitly considered fair for all 

similar circumstances’. However, research on 

fiscal policies in terms of equity relies on Stacy J. 

Adams’ theory of social equity (Adams, 1965). He 

claims that every individual expects a comparable 

level of effort and benefits, and is tempted to 

change their behavior if they perceive any 

treatment differences. 

From a fiscal point of view, theories claim 

that taxation should take into account the 

taxpayer’s financial power and resort to 

progressive taxation, which should be a tool for 

redistributing and equalizing wealth within society. 

Two important taxation principles are linked to the 

idea of the ability to pay: the principle of 

horizontal equity and the principle of vertical 

equity.  

 The principle of vertical equity states that 

wealth should be directed from the high-income 

socio-professional categories to lower-income 

categories; according to this principle, individuals 

in similar circumstances should be treated equally 

by the tax system. 

 The principle of horizontal equity require 

higher-income individuals to pay more taxes, as 

they have a greater ability to pay; according to this 

principle, some of the wealth that they produce is 

reallocated, thus pursuing other objectives than 

that of reducing the gap between income levels by 

granting child allowances, overtaxing the 

unmarried, etc. The principle of horizontal equity 

is considered the most important principle in the 

theory of taxation analyzed by Elkins (Elkins E., 

2006), which states that the rule of horizontal tax 

equity requires equal tax treatment for taxpayers 

who are in similar situations or circumstances. The 

principle of horizontal fiscal equity does not seek 

to define the manner in which taxes are charged, 

but requires government bodies to justify non-

uniform fiscal policies (Repetti J.R., 2012). 

In the light of the theories described above, 

in our opinion, the income levels of both 

individuals and business entities is the most 


