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Preface

Nordic Tax Research Council was founded in 1973 by a treaty between 
Denmark, Finland, Norway and Sweden. In 2003 Iceland joined the council. 
Members of the council - 3 members from each country - are professors in 
tax law and economy and high ranked government officers. The main pur­
pose of the council is to strengthen the cooperation between the member 
countries in the field of legal and economic tax research.

Ever since its foundation the council has based its activities on two main 
pillars: 1) arranging seminars for the members of the council and for Nordic 
tax experts and 2) supporting tax research through economic grants.

Be welcome to visit the councils homepage at the address: 
http ://www.nsfr.net

Every year the council is publishing a yearbook which includes a descrip­
tion of the work of the council as well as the papers and reports presented 
and discussed on the yearly council seminars.

All the yearbooks that have been published to date are listed in this edition 
of the yearbook with a description of their main topics.

In order to present the work of the council as well as the development of 
Nordic tax legislation and tax research all contributions to the yearbook are in 
English.

The 2009 seminar was held in Oslo in November and addressed the topic: 
‘Taxation of individuals and goods in the Nordic countries upon cross 
boarder mobility’.

The seminar was very successful and was attended by a considerable 
number of tax experts from universities and business schools, law firms, pri­
vate tax consultants, governments, tax authorities etc. As usual reports from 
each country describing the topic from a legal and economical point of view 
were presented and supplemented with lectures given by exellent experts. 
Both the report and the lectures were discussed by the participants . These 
discussions subsequent to the reports and lectures were very useful and in­
spiring.
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From 2010 the seminar is moved from autumn to spring. The next seminar 
is planned to take place in Denmark from May 12th to 13th, 2011. The topic to 
be addressed in reports, lectures and by discussion is: ‘Taxation of intangible 
property’.

Århus, Denmark May 2010
Jan Pedersen
Professor, dr.jur.
Chairman



I

Taxation of Individuals and Goods 
in the Nordic Countries in the Case 

of Cross-border Mobility





Economic General Report

Torhild H. Martinsen1

1. Any viewpoints put forward by me as a general reporter are put forward on my ac­
count and must not be interpreted as representing the view of the Norwegian Minis­
try of Finance.

1 Background

Every year, General Reports are written for The Nordic Tax Research Coun­
cil. This year’s topic is how differences in tax systems between the Nordic 
countries may influence a person’s decision to move to another Nordic coun­
try to work, and the underlying considerations of each country’s tax rules.

Only one general report was written in 2009. The report was written in 
Norway and is based on contributions from the other Nordic countries and 
relevant literature. The objective of the report is to illustrate tax benefits 
gained from commuting between the Nordic countries. Obviously, there are 
several motives in addition to tax to why persons temporarily choose to work 
in another country, and some of these motives are briefly discussed in Chap­
ter 3.

Differences in excise taxes between the Nordic countries may also affect 
the profitability of commuting between countries. Cross-border shopping is, 
however, defined as travel solely motivated by shopping, and is therefore not 
a topic in this report. Examples of how differences in excise duties may affect 
the profitability of commuting between Nordic countries are briefly discussed 
in Appendix 1.

To illustrate the development in commuting between the Nordic countries, 
figures from the Nordisk Pendlingskart (document charting commuting 
among Nordic countries) for 2008 are used. Additional figures regarding de­
velopments within the group known as ‘wage earners with income in another 
country’ have also been collected from Statistics Sweden.
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2 Summary

Chapter 3 presents a brief overview of different motives behind a person’s 
decision to move to another Nordic country to work. Economic reasons such 
as unemployment in the native country and the possibility to earn higher 
wages abroad are important motives, but also tax rules and social security 
laws influence the decision to move.

Chapter 4 examines tax rules in Denmark, Finland, Norway and Sweden. 
All four countries distinguish between whether the worker is considered to 
have tax residency or not. If a person is not considered to have tax residency, 
(s)he will only obtain limited tax liability. Those considered to have tax resi­
dency are in principle liable to tax in the country where they work. Limited 
and unlimited tax liability is i.a. tied to the duration of stay (six months).

Examples from Denmark, Norway and Sweden are also presented in 
Chapter 4. The examples illustrate tax incentives tied to moving from one 
Nordic country to one of the Scandinavian countries to work. The examples 
show that fiscal advantages and disadvantages tied to temporary work in an­
other Nordic country are mainly derived from the fact that bilateral tax 
agreements do not secure entirely symmetrical treatment of deductible in­
come. Methods used by the countries to avoid problems of double taxation 
are of importance to such incentives.

All four countries treat persons from EC/EEA countries equally to persons 
from non EU countries concerning fiscal questions.

Chapter 5 presents a measurement of Nordic workers working in another 
Nordic country for a shorter or longer period of time. The measurement is 
based on figures from the Nordisk Pendlingskart. Commuting in the Nordic 
countries is continuously rising, and this trend is characteristic for all OECD 
countries.

Figures from Nordisk Pendlingskart 2009 show that the number of work­
ers commuting in Scandinavia rose by 23 percent during 2006, and that the 
total number of commuters in the Nordic countries totalled 44,000. The fig­
ure for so-called ‘wage earners with income in other countries’ is however 
almost twice as high (over 74,000 persons in 2007). This figure might to a 
larger extent illustrate what we in everyday language often refer to as com­
muters in Nordic countries.

The largest increase in commuting in the period (87 percent) came from 
Sweden, while the rest of the increase was mostly due to Finns and Danes go­
ing to Sweden to work. For the total period, Sweden is the biggest net ex­
porter of workers, followed by Finland. The figures for Finland are, however, 
much smaller. Norway is the biggest net importer and the smallest net ex­
porter of workers in the Nordic countries. Denmark is also a net importer of 
workers from the Nordic countries.
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3 Motives for working in another Nordic country

According to the study entitled Arbeidspendling i Norden, TemaNord 2008 
(occupational commuting in the Nordic countries), it is difficult to draw un­
ambiguous conclusions about which motives should be considered as the 
strongest regarding why people choose to work in another country. Economic 
motives, such as unemployment and the possibility to obtain higher wages 
abroad are obviously important reasons, but other factors may also have an 
impact. The study from TemaNord i.a. points out that Danish immigration 
laws have resulted in Danes going to Malmo to marry or live with partners 
from outside the EU. In Norway, demand for labour and higher wages in cer­
tain industries have been driving the inflow of labour from other countries. 
There is reason to believe that the driving forces have changed over time. 
Formerly, labour mobility in the building sector was large in the Nordic 
countries, but lately there has been an increasing number of migrant workers 
in the service sector and in the public sector (health and education).

Moreover, differences in national regulations affect labour flows. Tax 
rules as well as social security rules affect the overall conditions and may af­
fect the number of people who choose to work in another country.

Figures for labour flow between the Nordic countries show that there are 
many young people who choose to take a job in another country, either com­
muting from home or by moving out. The financial crisis had a varying im­
pact on the Nordic countries. Norway and Denmark have a current unem­
ployment rate of 3-4 percent. In Finland, Iceland and Sweden unemployment 
has increased by 8-9 percent. The difference between the five countries is 
even larger when it comes to the number of unemployed young people. While 
the overall unemployment rate in Sweden is 2.5 times as high as in Norway, 
unemployment among young people is three times higher, see table 3.1.

Table 3.1: Unemployment among young people, percent of labour force 
July 20091

Country Unemployment among young people, 
percent of labour force

Sweden
Finland
Iceland
Denmark 
Norway

27.3
22.6
21.9
11.2
8.9

1) Figures for Norway from June and for Iceland for 2nd quarter 
Reference: Norden.org.
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The report Arbeidspendling i Norden refers to the fact that young people are 
often hit harder and faster by recessions, thus also by the financial crisis. The 
Nordic countries tend to be the countries with lowest unemployment rates in 
Europe, but in Sweden close to 30 percent of 15-24 year olds (about 155,000 
young people) are now unemployed. This implies a rise from 28,000 (figures 
from July 2009 and July 2008). In comparison, the unemployment rate in EU 
was 9.0 percent in July 2009. For 15-24 year olds, the figure was 19.8 per­
cent, and for people aged 25-74, the rate was 7.7 percent.

The majority of commuting between the Nordic countries comprises peo­
ple moving from Sweden to work in another country. While Swedes commut­
ing to Denmark and Finland have a higher education than a sixth form degree 
(gymnasnivå), commuters between Sweden and Norway and Sweden and 
Finland have a sixth form degree or less. Young people in Sweden state that 
language is one of the reasons why they choose to come to Norway to work. 
Some municipalities in Sweden even have special programs to send young 
Swedes to Norway to work. In Sweden it is also more common for young 
people to choose to work for a year or two before they continue their educa­
tion.

The fact that many of the commuters only stay for a few months in Nor­
way may have resulted in a substantial number of unrecorded immigrants 
missing from the immigration statistics because Swedes coming to Norway 
do not have to register if they are staying for less than six months, cf. section 
4.1. Even so, figures from Statistics Norway from recent years show a sig­
nificant growth. Last year, almost 7,600 people moved from Sweden to Nor­
way, an increase of almost 76 percent since 2004.

4 Fiscal incentives for commuting in the Nordic countries

4.1 National regulations in the Nordic countries
Total economic incentives to move are i.a. determined by tax rules, public 
welfare schemes and collective goods, together with price levels and wages. 
Such a starting point is, however, too comprehensive to analyse here. We 
have therefore presented national tax regulations for each country and, 
viewed against these rules, illustrated tax incentives that may arise when a 
person from a Nordic country considers to accept a job in another Nordic 
country. The examples show that there are substantial differences relating to 
tax incentives in the national regulations, and it is not clear if there is an in­
tention behind these different incentives or whether these incentives have 
been subject to economic analyses.



ECONOMIC GENERAL REPORT 15

The Nordic tax treaty
The Nordic countries have entered a tax treaty where the exemption method2 
is applied to earned income. Sweden and Finland grant full exemption 
(Finland according to national rules) while Denmark, the Faeroe Islands and 
Norway use the alternative distribution method.3 Iceland applies the credit 
method.4 The methods can be described as follows, using Norway as an ex­
ample:

2. Fordelingsmetoden på norsk.
3. Den alternative fordelingsmetoden på norsk.
4. Kredittmetoden på norsk.

- The exemption method: Income taxed in Norway is not calculated as part 
of the tax basis in the domestic country. This is in accordance with the tax 
treaty, and an example is the Nordic tax treaty for Norwegians resident in 
Sweden.

- The alternative exemption method'. Norway calculates foreign income as 
part of the tax base, but the tax on the aggregated income is reduced by the 
amount of the tax concerning the foreign income.

- The credit method'. Foreign income is taxed abroad and in Norway. How­
ever, a deduction of the tax paid abroad is granted in Norway. The tax 
treaty between Norway and Poland is an example of the credit method.

One result of the Nordic tax treaty is that, for instance, Swedes who accord­
ing to the Norwegian Taxation Act and from a fiscal point of view are resi­
dent in Norway, but are regarded as residents in Sweden according to the tax 
treaty, and who earn income in both countries in a specific income year, ob­
tain deduction of income tax in Sweden for the part of the income earned in 
Norway. This person can utilise the basic allowances in both countries, and 
thereby avoid surtax (s)he might have had to pay if the total amount of in­
come was earned in just one of these countries. The Norwegian example in 
section 4.2.1 explains these effects to a greater extent. Norway and Sweden 
make use of this exemption method as an exception. As a principal rule, both 
countries utilise the credit method to avoid double taxation. However, be­
cause both states have their own rules of exemption/reduction of tax on in­
come earned abroad, this difference is not of great importance.

When a foreign person, who from a fiscal point of view has been consid­
ered a resident of his/her native country as well as in Norway, is regarded as a 
permanent resident in Norway according to the Norwegian Taxation Act, 
(s)he is to be taxed according to the Norwegian Taxation Act. This is also the 
case for the other Nordic countries.
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The regulations for commuting to Finland, Sweden, Norway and Denmark 
from the other EU countries and non-EU countries and the regulations for 
commuting from the other Nordic countries seem relatively similar.

4.1.1 Income tax for persons staying and temporarily working in Norway 
When working in Norway, as a main rule your income is taxed in Norway. 
You need a Norwegian tax card (skattekort) which you obtain by contacting 
the Norwegian tax administration (Skatteetaten) and you must hand in a 
Norwegian income tax return form (selvangivelse).

Whether a person has fiscal incentives to commute to Norway depends on 
the bilateral tax agreements between Norway and the commuters’ home 
country.

In this report the text is limited to the case where a foreign worker is em­
ployed by a Norwegian employer. During the last few years, an increasing 
number of employees have started working for foreign companies and are 
therefore not employed by the Norwegian companies purchasing their ser­
vices. These employees are taxed by their home country and thereby equally 
treated as persons living and working in the home country, even if they stay 
temporarily in Norway. This kind of commuting is not further commented 
upon in this report.

As a main rule, all foreign employees working temporarily in Norway will 
pay tax to Norway in accordance with all income earned in the country. The 
extent of the tax liability depends on the length of the stay. Foreigners work­
ing in Norway may, however, under particular rules be considered ‘not fis­
cally resident’ or ‘fiscally resident’.

If considered ‘not fiscally resident’, the worker obtains limited tax liability 
to Norway, and only income earned in Norway working for a Norwegian 
employer will be taxed in Norway. If the worker is considered ‘fiscally resi­
dent’ all income and assets will be taxed in Norway.

Income taxed in Norway may also be subject to tax in the home country. 
Tax treaties between Norway and other countries assure the avoidance of 
double taxation. As mentioned above, different tax treaties use different 
methods to avoid double taxation.

In principle, there is no difference between income groups when it comes 
to tax rules for commuting to Norway. Persons in high income brackets with 
high marginal tax may, however, benefit more from the possibility to share 
their income between two countries as described above. To frilly exploit the 
basic allowances in both countries, the employee must have a certain amount 
of income.
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Commuting deduction
Employees who have their primary homes in another country and who com­
mute between this country and a residence in Norway incur additional costs 
for food, lodging and private visits which are deductible. Married workers 
who have their family abroad must provide proof of their family relations and 
joint address in their home country. This also applies to cohabitants who have 
children together. Single persons older than 21 years have the right to com­
muting allowance if they can prove connection to a house of their own 
abroad. The Commuting Allowance is especially advantageous for young 
Swedes who are temporarily living and working in Norway, but are still liv­
ing with their parents in Sweden (and do not have rent expenditure etc.)

Single persons who have turned 22 and have a residence of their own in 
Norway are not entitled to commuting allowance even if (s)he is commuting. 
For commuters with family or single persons under the age of 22, regular 
home visits are required. For single persons aged 22 or more, visits are usu­
ally not regarded as commuting if they visit less than every third week.

4.1.2 Income tax for persons staying and temporarily working in Denmark 
Border crossers (grensegjengere)  and immigrants are mainly taxed accord­
ing to ordinary Danish tax rules, and there are no immediate fiscal advantages 
for immigrants. Border crossers may, however, experience certain fiscal ad­
vantages and disadvantages because the tax rules in the two relevant countries 
do not assure a fully symmetric treatment of deductible income. There is no 
difference in the fiscal treatment of persons arriving from the Nordic coun­
tries and persons from EU/EEA countries or non-EU countries.

5

5. In this context, border crosser (grensegj enger) is equivalent to workers with tempo­
rary residence in Denmark.

Income for persons staying and temporarily working in Denmark may be 
taxed either by ordinary Danish tax rules or by the special tax rules regarding 
researchers and key personnel. The tax rules regarding researchers and key 
personnel are referred to below, and some calculation examples are also pre­
sented.

Researchers and key personnel
Denmark applies special tax rules for so-called key personnel. The rules im­
ply that persons may work in Denmark for a limited period of 3-5 years, 
benefiting from special and advantageous tax rules. For an employment pe­
riod of up to three years, the tax rate is 25 percent; up to five years the tax rate 
is 33 percent. In addition, these employees pay a labour market contribution 
of 8 percent. Deductions from this tax base cannot be made, except for de­
ductions of the labour market contribution.
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To qualify for these simplified tax rules, the employee must not have had 
taxable wage income or taxable income from independent work in Denmark 
over the last three years. In addition, there are several conditions concerning 
the connection to the Danish enterprise for which the person will be working 
for the current 3-5 years, and the person must have an average monthly com­
pensation of minimum DKK 63,800 (2009) plus labour market contributions 
and the ATP Livslang Pension (a lifelong supplementary pension) during a 
calendar year to qualify for the tax scheme. Persons whose qualifications as 
researchers fulfil certain requirements and who are carrying out research 
work are, however, not subject to the demand for monthly compensation.

This scheme applies for all nationalities, even Danes fulfilling the re­
quirements. Effective marginal tax and average tax are 31.0 percent and 38.4 
percent respectively. This is considerably lower than for persons earning the 
same income but who pay ordinary taxes. A person earning DKK 800,000 
per year and who is taxed by ordinary tax rules will face an effective income 
tax of 48 percent.

You are free to choose between the two variants of the scheme and there 
are no limitations concerning qualification for utilisation. After expiry of the 
period of either 3 or 5 years, the relevant person may work in Denmark for as 
long as (s)he wants when paying ordinary Danish income tax. On 1 January 
2009, 2,867 persons in 790 enterprises were taxed according to the tax on 
gross earnings scheme (bruttoskatteordningen). The scheme is primarily used 
in the sectors of teaching, wholesale trade, retail trade, liberal, scientific and 
technical services and manufacturing. In manufacturing i.a., the pharmaceut­
ical industry has persons employed according to this scheme. In teaching, 
most of the persons are employed by universities. Professional athletes stay­
ing in Denmark for a period of time are also covered by the scheme. These 
athletes are employed in the cultural sector, the amusement sector or in the 
sport sector. On 1 January 2009, 152 persons were employed by sports clubs.

About 1/3 of the employees were registered as researchers. Almost 2/3 of 
these researchers work in the university sector, but also in industry, health 
care, kindergardens, after school recreation schemes, nursing homes etc., and 
also in liberal, scientific and technical services.

4.1.3 Income tax for persons staying and temporarily working in Sweden 
Special income tax for persons living abroad
Persons who are not resident or temporarily staying in Sweden (i.e. staying 
less than six months in Sweden) obtain limited tax liability to Sweden. These 
persons are taxed according to a special income tax for those who are so- 
called ‘resident abroad’ (SINK). SINK is a final withholding tax of 25 percent 
of taxable income. Income earned at sea has a tax rate of 15 percent.
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SINK-taxation does not allow for cost deductions, and the receiver of in­
come is not obliged to submit an income tax return form.

SIK includes all taxable income earned in Sweden and also other income 
such as retirement pension, basic pension and unemployment benefit.

Some types of income are exempt from tax liability according to SINK. 
For example, income from employment (non-public employer) is exempt ac­
cording to the so-called 183-day rule, provided that:

- the receiver of income has stayed in Sweden for a period that all together 
does not exceed 183 days over a twelve-month period,

- income is paid by an employer who is not domiciled in Sweden,
- the income is not charged to a permanent establishment which the em­

ployer has in Sweden.

Income which is taxed in Sweden may, however, also be taxable in the home 
country. Tax treaties between Sweden and other countries, however, should 
ensure that any double taxation is avoided.

Income tax for artists and others who are resident abroad
For artists living abroad (and who have limited tax liability to Sweden) a spe­
cial income tax is calculated, a so-called A-SINK. This tax is also a final 
withholding tax, and the tax rate is 15 percent.

Foreign experts, researchers and other key personnel
There are special tax rules, so-called expert tax, for foreign experts, research­
ers and other key personnel working temporarily in Sweden. Those who meet 
the criteria for expert tax will, according to these rules and for a period of up 
to three years, be exempt from tax or receive a deduction for:

- 25 percent of salary, inheritance or similar compensation or working-place 
benefit,

- compensation for expenses for moving to or from Sweden,
- compensation for their own and family members travelling between Swe­

den and the native country, but not exceeding two trips per year and per­
son,

- compensation for school payments for children in primary school and col­
lege.

Salaries and other compensation not counted as taxable income are also ex­
empt from employer taxes.

Full tax liability arises when a person is considered to have unlimited tax 
liability in Sweden. This occurs when (s)he is living or has permanent resi- 
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dence in Sweden, or has substantial connections to Sweden. Principally, a 
continuous stay lasting for a period of six months or more is considered a 
permanent residence.

A person who has been resident and is considered to have unlimited tax 
liability in Sweden is, however, still considered to have unlimited tax liability 
if (s)he has substantial connections to Sweden. Until five years after moving 
from Sweden, it is up to the person who has moved to prove that (s)he no 
longer has significant association with Sweden (five-year rule). The five-year 
rule presupposes that the person in question is a Swedish citizen or that the 
person has been resident or has had permanent residence in Sweden during 
the course of at least ten years before the migration

Because of the progressive income tax system, the economic benefits of 
dividing income between two countries is greater for a person with high in­
come compared with a person with low income.

In the Swedish income tax legislation, there are two special exemptions 
from tax liability for those considered to have unlimited tax liability. If an 
unlimited taxable person stays abroad for at least six months because of 
work, the income earned in this work is not taxed in Sweden, provided that 
the income is taxed in the country where the person works (six-month rule). 
If the stay abroad lasts at least a year in one country, the income under certain 
conditions is exempt from tax in Sweden even though it is not taxed in the 
other country (one-year rule).

Both of these cases may be advantageous for the individual. This depends 
on the progressive element in the income tax which is reduced for those who 
move out as income is divided between the two countries. In the latter case 
(one-year rule), it is also possible to exempt all income earned abroad, pro­
vided that the income is not taxed in the other country.

The total tax for the person who has moved depends on the rules for in­
come tax in the country (s)he moves to, and how the tax treaty between Swe­
den and the other country regulates tax. For example, a Swede who works in 
Norway for less than 6 months does not count the income from Norway as 
part of the tax in Sweden. This is due to the design of the tax treaty between 
Sweden and Norway, and is further described in the Norwegian example be­
low.

4.1.4 Income tax for persons staying and temporarily working in Finland
There are no specific provisions for taxation in Finland in relation to those 
who come from another Nordic country and work in Finland compared with 
those coming from other countries. As long as the wage earner is considered 
to have limited tax liability in Finland, a tax of 35 percent is imposed. For 
regular tax payers a progressive tax is imposed, or under certain circum­
stances the law of withholding tax for wage earners from abroad comes into 
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force. For these persons the tax rate is 35 percent even if the employees are 
generally taxable in Finland. According to Finnish law and the Nordic tax 
treaty, income may be taxed in Finland if it involves hiring of labour.

According to the law on income tax, a person is considered a resident of 
Finland if (s)he has a permanent residence in Finland or if (s)he has stayed in 
the country for over six consecutive months.

In some situations, a person who is generally taxable in Finland and work­
ing abroad for at least six months receives an exemption from tax on income 
earned abroad. The worker may also, under certain conditions, obtain tax de­
ductions for travel expenses. Tax deductions for travel costs (commuting de­
duction) will, however, also apply if the person is commuting within Finland.

A person considered to have limited liability and who is resident in the 
European Economic Area may request that his income is taxed according to 
the so-called law of ‘beskattningsprosedyre (taxation procedure)' if his or her 
net wage income earned in Finland during the fiscal year amounts to at least 
75 percent of the person’s total net wage income in Finland and elsewhere. 
This taxation implies that the state tax is imposed in accordance with the pro­
gressive income scale and municipal tax according to the average municipal 
income tax rate.

4.2 Examples of tax benefits to commuters who travel in the Nordic 
countries

Below, the countries have, on the basis of national regulations, presented ex­
amples of tax incentives facing people commuting from one Nordic country 
to each of the other four countries. As it appears from the examples selected 
by the countries, the methods countries use to avoid problems of double taxa­
tion are of importance to the incentive effects that occur.

In the examples where the person can achieve a tax saving, (s)he may also 
bring alcohol and tobacco within the allowed quota limits. We have also cal­
culated the tax savings a Swede who works in Norway may obtain by waiting 
a year before (s)he registers his or her Swedish car in Norway. Excise duty 
rules are presented in Appendix 1.

4.2.1 Examples of tax benefits for commuters who travel to Norway
Of those who commute to Norway from the Nordic countries, the Swedes are 
in the clear majority. Examining the Norwegian tax rules for temporary 
workers from the Nordic countries working in Norway, it also appears that 
the Swedes gain the greatest tax benefits by taking temporary work in Nor­
way. In this example we want to show the total tax for a Swedish person who 
has work of varying lengths in Norway. According to the tax treaty, income 
earned in Sweden is exempt from tax in Norway. In the example, we assume 
that the employer is Norwegian.
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If the stay lasts for less than 183 days, a Swedish worker is only taxable in 
Norway on income earned from a Norwegian employer. Basic Deductions 
and surtax are calculated proportionately, i.e. the basic deduction is set at 
4/12 of an ordinary base deduction if the working period has lasted for 4 
months. If the person stays in Norway for more than 183 days, (s)he is re­
garded as a tax resident in Norway, and obtains full deduction base. In both 
cases, the Norwegian tax is calculated without regard to income earned in 
Sweden.

Below, we have calculated the tax for a Swedish person in four different 
cases. We do not take into account the social security rights and national in­
surance contributions in these examples. This is of course a considerable 
simplification, and as described briefly in Chapter 3, social security rights are 
likely to play a role when workers choose to move to work temporarily in an­
other Nordic country.

The four cases are:
1. The person has primary residence in Sweden, but works in Norway for 6 

months during an income year, so that (s)he is considered ‘fiscally resi­
dent’. Since the main residence is still in Sweden, the person pays no na­
tional insurance contributions in Norway.

2. As above, but the work stay in Norway is only 4 months, so that (s)he is 
not resident in Norway according to the Norwegian Taxation Act.

3. The person lives in Sweden all year and earns all income there.
4. The person moves to Norway and earns all income there.

We have concentrated on annual incomes of NOK 200,000, 400,000 and 
600,000 and have calculated the tax on respectively 6/12 and 4/12 of this in­
come according to the relevant Norwegian tax rules in cases 1 and 2, and 
6/12 and 8/12 according to the Swedish rules. Case 3 shows the tax according 
to the Swedish rules, and case 4 according to the Norwegian rules.

Table 4.1: Average tax as a percentage

Total annual income NOK 200,000 NOK 400,000 NOK 600,000

Case 1 11 18 22
Case 2 17 23 29
Case 3 23 31 39
Case 4 20 28 33

Sources: Ministry of Finance in Norway and Sweden

The examples are intended to cultivate the tax effects of temporarily working 
in or moving to Norway. We therefore disregard wage differences between 
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the two countries, although wage differences probably are a major reason 
why Swedes want to work in Norway.

The table shows that a Swedish person with similar income in the two 
countries may reduce the average tax from 23, 31 or 39 percent when only 
working in Sweden (case 3), to respectively 11, 18 or 22 percent by working 
in Norway for 6 months or more. The reason for this favourable outcome for 
people working in both countries is partly due to the social security contribu­
tions and partly to the tax treaty.

In the example above, any tax benefits resulting from the commuter de­
duction are disregarded. Foreign workers in Norway can take advantage of a 
separate standard deduction for the costs of living away from home of 10 
percent of the income earned in Norway. Alternatively, costs of visits to the 
home country, commuting, housing and excess costs of living outside the 
home may be deducted. For commuters with residence and family in their 
home country, tax surplus as a result of such deductions is probably limited, 
as the costs of housing and of maintaining two households may be large. 
Young people who have not established their own household in Sweden 
have, however, most probably low actual commuting expenses. At the same 
time, they can use their parents' home in Sweden as a permanent home and 
thus be entitled to standard deduction of 10 percent. To these workers the de­
duction may provide some tax benefits. Standard deduction may be used by 
non-residents workers (those who have limited tax liability, see case 2 above) 
and for the first two years for those who are considered residents (cf. cases 1 
and 4 above). In 2007, according to Statistics Norway, 67,580 persons en­
tered the standard deduction on their tax returns at an average amount of 
NOK 14,700. The standard deduction applies only to foreigners. (Norwegians 
must provide the actual commuting expenses for commuter deduction.)

According to the rules imposed to prevent double taxation when the work­
ing state can tax according to the Nordic Agreement (Article 25), it appears 
that while Finland and Sweden exempt income from taxation, Denmark 
makes use of alternative distribution methods, while Iceland provides a de­
duction from their taxes for taxes paid in the work state (this means that Ice­
landers cannot reduce their possibly higher tax level by working abroad, as 
long as they are resident in Iceland). This also implies that Finns will have 
corresponding incentives as Swedes to utilise the tax benefit that is described 
in the above example. Danes and Icelanders, however, will not achieve the 
same tax benefit as these countries use the credit method and not the exemp­
tion method / allocation method used in Finland and Sweden.

Like Denmark, Norway uses the alternative exemption method, and this 
means that Norwegians who travel abroad to work, in principle, have no tax 
advantages or disadvantages associated with this. The outcome will, however, 
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depend on the tax rules in each country and how the tax treaty governs rela­
tions between the two states’ ability to tax.

Grenstjänsten (www.gtm.nu) is one among a number of organisations 
providing answers to questions about rights and responsibilities when work­
ing in Norway and Sweden. They claim that despite the increasing number of 
Swedes who choose to take employment in Norway, the number of people 
who choose to change their address permanently is rather low. Often, the 
Swedes compress their work periods in Norway and take frequent short trips 
home to Sweden. Swedes thereby enjoy the possibility of combining higher 
wages in Norway, with lower costs in Sweden.

A Swede who travels to Norway and brings the full quota of alcohol and 
tobacco will be able to save about 40 euros. If the person also brings an ‘av­
erage’ car from Sweden and waits a year to register the car in Norway, (s)he 
will be able to save about 500 euros. The calculations are further presented in 
Appendix 1. These tax savings alone represent no strong incentive to move to 
Norway to work.

4.2.2 Examples of tax benefits for commuters who travel to Denmark 
Tax consequences of moving from Sweden to Denmark to work
The following explains the main features and assumptions for the calculations 
of the Danish tax payments in 5 examples, in which a Swedish person moves 
to Denmark to work. We ignore social security rights and national insurance 
contributions in the examples below. The Danish and the Swedish Ministry 
of Employment have, however, made comparisons of such conditions in the 
Øresund region. The results are described in the report ‘Øresundsregionen - 
to lande. Et arbejdsmarked, December 2007’ (the Øresund region - two coun­
tries, one labour market).

Table 4.2: Average tax as a percentage

Total annual 
income

DKK 
200,000

DKK 
400,000

DKK 
6000,000

DKK 
8500,000

DKK 
10,0000,000

Case 1 23 30 33 - -
Case 2 20 28 35 - -
Case 3 24 35 42 - -
Case 4 34 39 47 52 53
Case 5 N/A N/A N/A 31 31

Source: Ministry of Finance in Sweden and Danish Ministry of Taxation.
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Case 1:
In this example it is assumed that a person lives and works 6 months in Den­
mark and 6 months in Sweden. The person retains his or her main residence 
in Sweden.

Moreover, it is also assumed that the person only works for one employer 
at a time and thus is socially secured respectively in Denmark and Sweden in 
the periods when (s)he is working in either country. This is in practice the 
most realistic assumption, since social security in Sweden, combined with 
working for a Danish employer means that the Danish employer shall calcu­
late the employer-paid social contributions to Sweden accounted for from 
Danish wages. A Danish employer will in practice make sure that this is not 
the case since it will increase the total wage costs by 20-30 percent.

The tax calculation is made according to the ordinary Danish tax rules cf. 
example 4 below. It is therefore not a proportionate calculation of progression 
limits and personal exemptions for this 6-month period. The person cannot 
obtain Danish employment deduction (beskæftigelsesfradrag). In the calcula­
tions, this increases the tax payment by between about DKK 1,400 and about 
DKK 4,300. If the example had taken into consideration so-called cross- 
border commuters, they would be able to achieve the Danish employment 
deduction.

In the calculations, it is possible to achieve such deductions according to 
expenses for board and lodging or transport. In the case of temporary em­
ployment /residence in Denmark, such deductions could amount to a major 
sum of money. In return, the person will have to pay the cost of residence, 
etc. in both Denmark and Sweden.

The total average tax for the three income levels of DKK 200,000, 
400,000 and 600,000 is respectively 23, 30 and 33 percent. This tax rate is 
lower than the tax rate for a person who is only working in one of the coun­
tries. The difference probably reflects that it is possible to ‘move’ income 
which had been subject to progressive taxation in Sweden to Denmark, where 
it achieves full Danish personal allowance and where the income is not high 
enough to be governed to the same extent by the progressive tax rates.

In the calculations above, Swedish social contributions are not taken into 
account.

Cross-border commuters who live in Sweden and work in Denmark will to 
a certain extent be able to take advantage of the fact that salary after tax is 
higher in Denmark, while the price level is lower in Sweden. Part of the dif­
ference in wages after taxes and contributions is, however, attributable to the 
fact that there may be differences in the degree of social protection, as pro­
vided by the overall tax and contribution payment in the two countries. 
Therefore, in many cases it will be necessary to make supplementary pension 
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savings of after-tax income in Denmark in order to achieve the same high 
level of contribution rate as in Sweden.

Case 2:
This example is completely parallel to case 1.

It must, however, be pointed out that the overall average tax falls to 20, 28 
and 35 percent because the Swedish tax excluding social contributions is 
lower than the Danish tax.

Case 3:
In this example, the tax is calculated according to the Swedish tax rules ap­
plying to a person who only lives in Sweden and only has income from Swe­
den.

The average tax rate is respectively 24, 35 and 42 percent for total in­
comes of DKK 200,000, 400,000 and 600,000.

The calculations do not include social charges paid before income tax is 
calculated. This involves a certain underestimation of the overall taxation and 
underestimates disposable income in Sweden compared with Denmark.

Case 4:
In this example, the tax is calculated according to Danish tax rules applying 
to a person who only lives in Denmark and has income from Denmark. Taxa­
tion occurs according to the Danish tax rules and the main features are as fol­
lows:

The worker pays labour market contribution of 8 percent on all wage in­
come.

In addition, (s)he pays municipal tax (and church tax) and health contribu­
tions which amount to a total of approximately 33.5 percent of the portion of 
your income minus paid labour contributions, which exceed the personal al­
lowance of DKK 42,900.

Furthermore (s)he pays state basic tax {bundskat) on the same basis.
There is also a employment deduction {beskæftigelsesfradrag) of 4.25 

percent of earned income, but at a maximum of DKK 13,600. The deduction 
has a tax value of 33.5 percent.

If your income minus paid labour contributions exceeds DKK 347,200, an 
additional intermediate tax {mellemskat) of 6 percent and a surtax of 15 per­
cent are paid. In practice, the basis of income for intermediate tax and surtax 
is not fully comparable, but under the simplified assumptions regarding in­
come and deductions made here, the basis is the same.

Average tax amounts to respectively 34, 39, 47, 52 and 53 percent of in­
come for DKK 200,000, 400,000, 600,000, 850,000 and 1,000,000.
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Case 5:
In this example, the tax is calculated according to the Danish rules for re­
searchers and key personnel; cf. the discussion on the Danish tax rules in sec­
tion 4.1.2. The scheme applies under certain conditions to people working in 
Denmark for a limited period of time. In the calculations, it is assumed that 
the person only receives income from Denmark and (s)he is living in Den­
mark.

The tax scheme for researchers applies only to persons earning an income 
well over DKK 800,000. It is assumed that the person uses the tax system 
during all three allowable years, and average tax is therefore 31 percent.

This tax is, as stated in the calculations, considerably lower than it other­
wise would have been, compared to the tax rate for corresponding wages in 
Denmark and Sweden.

4.2.3 Examples of tax benefits for commuters who travel to Sweden
The four examples below indicate the size of the direct tax on employment 
for a person from Norway who is working and staying temporarily in Swe­
den. The examples assume a Norwegian employer in Norway (not a public 
servant) and a Swedish employer in Sweden (not a public servant).

If the work requires that a person is permanently resident in Sweden for at 
least six months, (s)he has unlimited tax liability for earnings in Sweden. Ba­
sic deduction (bunnfradrag) and work tax deduction (jobbskatteavdrag) are 
adjusted by one twelfth for each calendar month that the person has unlimited 
tax liability. If the work stay has been shorter than six months, the person will, 
however, obtain limited tax liability. The taxpayer can choose to be taxed ac­
cording to the rules for special income tax for foreign residents (SINK) or in 
accordance with the usual income tax rules. SINK involves a uniform tax rate 
of 25 percent and no possibility of repayment or tax reductions.

Below, four different examples are listed to illustrate tax incentives for a 
Norwegian citizen who works partly or fully in Sweden:

1. The person has his or her principal place of residence in Norway, but is 
working temporarily in Sweden for six months during an income year. 
Because the person has a temporary stay in Sweden (works and has a 24- 
hour rest in Sweden) for at least six months, (s)he has unlimited tax liabil­
ity for the income earned in Sweden.

2. As above, but the work stay in Sweden is only four months, and the per­
son therefore has limited tax liability to Sweden. The person is taxed ac­
cording to the rules for special income tax for foreign residents (SINK).

3. The person is resident in Norway throughout the year and earns the entire 
income in Norway.

4. The person moves to Sweden and earns the entire income in Sweden.
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The examples are based on revenues of SEK 200,000, 400,000 and 600,000. 
In cases 1 and 2, the person pays taxes to both Sweden and Norway. In cases 
3 and 4, the person is taxed in accordance with either Norwegian or Swedish 
rules.

Table 4.3: Four examples illustrating tax incentives for a Norwegian citizen 
who wholly or partly works in Sweden. Average tax as a percentage.

Total annual income SEK 200,000 SEK 400,000 SEK 600,000

Case 1 22 27 29
Case 2 21 26 29
Case 3 19 26 30
Case 4 21 27 36

Source: Ministries of Finance in Norway and Sweden

The examples illustrate the direct tax consequences for a Norwegian who 
takes temporary work in Sweden. The difference in wages and the indirect 
taxation of capital income that occurs due to social security contributions is 
not taken into account.

As it appears from the table, the tax incentives to take temporary work in 
Sweden are minor or even negative. The results are partly because Norway 
generally has lower tax on labour income than Sweden and partly because 
Norway, in accordance with the Nordic tax treaty, uses a so-called alternative 
exemption method cf. the introduction to chapter 4, that does not make it 
profitable to divide the income between countries.

The result is least profitable for the person if (s)he has an annual income 
of SEK 600,000, and moves to Sweden and earns the entire annual income in 
Sweden. For this person the average tax increases by about six percentage 
points compared with a situation where the entire income was earned in 
Norway. If the person only works part of the year in Sweden, the tax is 
somewhat lower. This is because the income from Norway is not included in 
the Swedish tax calculation basis and therefore not imposed state income tax 
in Sweden. In Norway, however, Swedish income is calculated in the income 
and surtax is therefore imposed according to the alternative exemption 
method. Double taxation is eliminated by a tax reduction that is proportional 
to the length of stay abroad.

5 Trends in occupational commuting in the Nordic countries

An increasing number of people move internally within the Nordic countries 
to work temporarily in any of the other Nordic countries. Commuting among 
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the Nordic countries is on a constant increase, and this trend is characteristic 
of all OECD countries

In this section we want to measure the number of Nordic workers choos­
ing to work in another Nordic country for a shorter or longer period. How­
ever, it has proven difficult to provide comparable figures for the Nordic 
countries.

To illustrate the evolution of occupational commuting in the Nordic coun­
tries, we have therefore based the presentation on figures submitted by the 
Nordisk Pendlingskart (Nordic Commuting Map). This study is conducted on 
behalf of the Nordic Council. Statistics agencies in Sweden, Denmark, 
Finland and Norway calculate the number of persons living in a country and 
at the same time have their main work in another country. The study de­
scribes the integration of the Nordic labour market in relation to the commut­
ers who travel between several countries simultaneously, and therefore pro­
vides a good picture of the movements within the Nordic labour market. The 
figures for wage earners with income in another Nordic country can give an 
indication of the numbers of Northern workers who actually work temporar­
ily in another Nordic country.

Nordisk Pendlingskart made the first measurements of commuters in 2001 
and, since then, the total volume of occupational commuters in the Nordic 
region has increased by about 50 percent. Figures from Nordisk Pendlings­
kart 2009 show that the number of commuters in the Nordic region increased 
by 23 percent in 2006, i.e. an increase of 8,000 persons compared to 2005. 
All together, about 44,000 Nordic people occupationally commute to another 
Nordic country. Swedes represented about 87 percent of the increase, i.e. 
about 7,000 commuters, while the remaining portion primarily consisted of 
Danes and Finns who travelled to Sweden to work. During the period, Swe­
den has accounted for the largest volume of commuting from the country and 
is also the largest net exporter of labour, about 25,600 people. Finland is the 
second largest net exporter with about 1,400 people. Norway has the lowest 
volume from and highest volume to the country and is the largest net im­
porter of commuters from the Nordic countries with 16,800 more persons ar­
riving in the country than leaving the country to work. Denmark has a surplus 
of about 10,200 commuters.

Commuting patterns in relation to age and sex distribution and where 
commuters choose to work remain practically the same during the period 
2001-2006. Commuting from Sweden to Denmark constitutes the largest 
share of the increase and has risen by 210 percent or 14,000 commuters from 
2001 to 2006. The largest commuting flow is still from Sweden to Norway 
and amounts to almost 16,000 commuters in 2006.

To be considered an occupational, cross-border commuter, the person has 
to have a job in November (December in Finland) in the relevant country. In 
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addition, the person must achieve an income level equivalent to 4 hours of 
work this month. The income must also exceed the income in their home 
country for the same calendar year.

Nordisk Pendlingskart also shows that in 2006, the total number of wage 
earners who worked in another Nordic country was about 83,000, of which 
just over half can be classified as commuters. The number has increased by 
25 percent from 2001. During the same period, their wage income increased 
by 65 percent to about 1.6 billion euros.

The term ‘wage earner with income in another country’ partly includes 
persons who are classified as ‘commuters across international borders’ and 
partly other wage earners with income in another country. The term ‘wage 
earner with income in another country’ provides a comprehensive picture of 
the flow of income over an international border.

Below are figures for ‘wage earners with income in other countries’. The 
term ‘wage earner with income in another country’ is broader than the defini­
tion ‘occupational commuter’ used by Nordisk Pendlingskart. We have there­
fore chosen to also present figures for ‘wage earners with income in other 
countries’ to illustrate the work flows within the Nordic countries. These fig­
ures are no longer presented in Nordisk Pendlingskart, and we have received 
the figures from Statistics Sweden.

Figure 5.1 shows the number of wage earners with income in another 
country in the years 2002 to 2007 in all Nordic countries except Finland. For 
Finland, there are only statistics for the years 2004 to 2006. Figures for all 
commuting flows during the period when Nordisk Pendlingskart was com­
piled (2002, 2003 and 2007) are lacking and only flows financed by regional 
actors are presented.

Figure 5.1 shows that in the period 2002 to 2007, the total labour migra­
tion in the Nordic countries increased from just below 44,974 persons in 2002 
to 74,083 in 2007. For Finland we only have figures for the period 2004 to 
2006, and the figure for 2002 is therefore comparable with the figure for 
2007. The figures for 2002 and 2007 are, however, probably too low as the 
Finnish labour flows are not included.

It appears from the figure that the work flow out of Sweden is clearly the 
highest and has increased sharply after 2005. The number of workers with 
income earned in another country is almost twice as high as the number of 
commuters described above, and the development of work flows when we 
use the broader definition, is also mainly equivalently higher. One should 
note that the figures presented in Nordisk Pendlingskart only cover about half 
of what we in everyday language often refer to as commuters in Nordic coun­
tries.
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Figure 5.1: Labour migration in the Nordic countries, 2002-2007

Source: Statistics Sweden
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APPENDIX 1

Excise duties and commuting in the Nordic countries

Cross-border shopping is often defined as pure trade-motivated travelling. 
This is not of interest in this report. However, the fact that some goods are 
subject to different taxation in the Nordic countries could give some small 
additional incentive to work in another country. In the examples presented in 
Chapter 4, it can therefore be interesting to calculate the tax savings available 
to employees who bring some goods across the border. The most relevant ex­
amples of such tax savings are alcohol and tobacco which can be brought in 
within the allowed quota limits and cases where the commuter brings his or 
her car across the border.

On the basis of the tax systems in the Nordic countries for the goods con­
cerned, the total tax savings for a Swede bringing the allowed quota of alco­
hol and tobacco to Norway can be calculated using the difference between 
total Norwegian tax and total Swedish tax.

Norwegian excise duties
Alcohol and tobacco

Table 1: Norwegian excise duties on alcohol and tobacco exclusive VAT, 2009

Excise duty

(NOK)

Total excise 
duty exclud­

ing VAT 
(Euro)

Quota

(litres/unit)

Total excise 
duty at the 
full quota 

(Euro)

0.7 litres of spirits, 40 
volume percentage of 
alcohol

6.07 per volume 
percentage and 
litre 20.00 1.00 28.60

0.75 1 of wine, 12 
volume percentage of 
alcohol

3.96 per volume 
percentage and 
litre 4.20 1.50 8.40

0.5 litres of canned 
beer, 4.5 volume 
percentage of alcohol

17.72 per volume 
percentage and 
litre 1.00 2.00 4.00

100 cigarettes 1.98 per piece 23.30 200.00 46.60

Total quota - - 87.60

Source: Ministry of Finance in Norway. Exchange rate: NOK 8.5 per Euro
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Table 2: Savings by bringing the full quota of alcohol and tobacco from Sweden to Nor­
way, Euro, 2009

Swedish 
excise duty 

(Euro)

Norwegian 
excise duty 

(Euro)

Difference Quota, 
litre/unit

Savings

(Euro)

0.7 litres of spirits,
40 volume percentage 
of alcohol

13.83 20.00 6.17 1.00 8.81

0.75 1 of wine, 
12 volume percentage 
of alcohol

1.59 4.19 2.60 1.50 5.20

0.5 litres of canned 
beer, 4.5 volume 
percentage of alcohol

0.08 1.04 0.96 2.00 3.84

100 cigarettes 12.52 23.29 10.77 200.00 21.54

Total saving 39.39

Source: Ministry of Finance in Norway

In addition, there is an environmental tax on beverage packaging which is 
differentiated according to return rate, described in Table 3. Beverage pack­
aging disposed of in an approved return system obtains a reduced environ­
mental tax according to return rate. For a return rate of 95 percent or more, 
the tax is annulled.

Table 3: Norwegian taxes on beverage packaging, exclusive VAT, Euro, 2009

NOK Euro

Tax on disposable packaging, per unit 1.00 0.12

Environmental tax, differentiated according to return rate 
Glass and metal 4.88 0.57
Plastic 2.95 0.35
Cardboard and paperboard 1.22 0.14

Source: Ministry of Finance in Norway

Auto vehicle taxation
According to Norwegian regulations, a vehicle which is to be used in Norway 
should be registered in the central motor registry, and Norwegian taxes 
should be paid. There is, however, an exemption for temporary import and 
use of foreign registered vehicles. Tax free import and temporary use of for­
eign registered motor vehicles in Norway are allowed for persons with tern- 



34 TORHILD H. MARTINSEN

porary residence in Norway. The stay is considered temporary if it can be 
shown that the stay will not exceed one year (may on application be extended 
to two years). The same right applies to persons who have permanent resi­
dence in another country.

We have concentrated on two car types and estimated taxes excluding 
VAT for these cars. Motor vehicle registration tax is mainly calculated using 
the car’s power, weight and CO2 emissions. In addition, there is a scrap vehi­
cle deposit of NOK 1,300. The motor vehicle registration tax is exempt from 
the tax base of VAT in Norway. Vans receive a deduction of 88 percent of 
the fee compared with passenger cars, see example in Table 4.

Table 4: Motor vehicle registration tax for a van and a passenger car in Norway, 2009. 
Euro

Engine 
volume 
(CCM)

Effect

(kW)

Own 
weight 

(kg)

CO2 emis­
sions 

(g/km)

Excise 
duty1} 
(NOK)

Toyota Hiace 
D-4D 5-dll7HP
(van) 2494 86 1825 224 6 598

Volkswagen Passat 2.0
TDI110 HP 
(passenger car) 1968 81 1527 146 13 088

1) Scrap vehicle deposit of Euro 153 included
Source: Ministry of Finance in Norway

Savings gained by taking the quota of alcohol and tobacco as well as the 
Swedish car to Norway
This example illustrates how much a Swede may save by bringing a car to 
Norway and waiting one year to register it. If the imported car is older than 
10 years, the deduction of motor vehicle registration tax excluding scrap ve­
hicle deposit is 67 percent compared to the motor vehicle registration tax for 
a similar, new car. For a car older than 11 years, the corresponding deduction 
is 70 percent.

The average age of cars in Norway was 10.3 years in 2008. Un-weighed 
average motor vehicle registration tax in Norway was about NOK 108,000 
per vehicle in 2009 for the 20 best selling cars. Customs value is set at NOK 
40,000 for the first year and NOK 36,000 a year later. If this could be the ba­
sis for an ‘average’ Swedish car, the tax calculation when importing such a 
car from Sweden to Norway will be:
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Table 5: Tax on imports of an ‘average’ Swedish car to Norway, NOK

Cost of entry on arrival 45,640 NOK

Cost of entry after one year 41,400 NOK

Savings by registering the car a year later 4,240 NOK

Savings by registering the car after one year in Norway 499 Euro

Source: Ministry of Finance in Norway

The savings gained by waiting one year to register the car will depend on the 
car’s age and value. A relatively new and expensive car will yield much 
higher savings than those defined as an ‘average car’ above. Similarly, an 
older car with a lower value yields lower savings. In the example of an ‘aver­
age’ Swedish car, the differences in annual car tax are not taken into account.

If the difference in the annual car tax in Norway and Sweden is taken into 
account, the savings gained by waiting one year to register the Swedish car 
will be substantially lower if the car is a diesel car and marginally higher if it 
is a petrol car. This is because Sweden has a relatively high annual car tax for 
diesel cars compared to petrol cars, while the difference between petrol and 
diesel vehicles is small or zero in Norway.

Total savings gained by bringing a car and a full quota of alcohol and to­
bacco from Sweden to Norway is Euro 540. Differences in annual car tax and 
tax on beverage packaging are not taken into account.
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Danish excise duties
Alcohol and tobacco
The table below shows the excise duties exclusive of VAT for the desired 
product categories, spirits, wine, beer and cigarettes. Moreover, the guiding 
EU quota is shown together with the calculation of total excise duty by bring­
ing the full EU quota. The EU quota is only intended as a guideline, and you 
are allowed to import as much as you want for your own supply.

Excise duties on cross-border products, 2009

Excise duty, 
exclusive

VAT

EU quota Total excise duty 
at the full quota 

(Euro)

0.7 litres of spirits, 40 volume 
percentage of alcohol

5.85 101 83.60

0.75 1 of wine, 12 volume percentage 
of alcohol

0.83 901 99.95

0.5 litres of canned beer, 4.5 volume 
percentage of alcohol

0.18 1101 38.54

100 cigarettes 11.56 800 units 92.47

Full EU quota in total - - 314.57

Exchange rate: DKK 7.45 per Euro

The calculations for the four product categories are elaborated below:

Spirits:
There is a packaging tax of DKK 1.6 per bottle with a content of 0.7 litres. In 
addition, there is a spirits duty of DKK 150 per litre of 100 percent alcohol.

Wine:
There is a packaging tax of DKK 1.6 per bottle with a content of 0.75 litres.
In addition, there is a wine tax of DKK 6.14 per litre.

Beer:
There is a packaging tax of 16 Danish øre per jar with a content of 0.5 litres. 
In addition, there is a beer tax of DKK 50.9 per litre of 100 percent alcohol.

Cigarettes:
The tax on cigarettes is calculated as DKK 63.66 per unit and 13.61 percent 
of the retail price. The retail price for the most popular brand on the Danish 
market (Prince) is DKK 33 for 20 cigarettes.
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Auto vehicle taxation
Registration tax for second-hand, imported cars
When calculating the Danish registration tax for second-hand, imported vehi­
cles, the normal price for a corresponding Danish vehicle is used as a bench­
mark. The regulations correspond to whether the owner has a permanent resi­
dence in Denmark. If you are a resident in Denmark and want to operate a 
motor vehicle, the vehicle must be registered and registration tax must be 
paid.

The table below illustrates registration tax for a new van and a new pas­
senger car.

Source: Ministry of Finance in Denmark

Reductions in taxable value and registration fee in Euros

Radio Air­
bags 
nos.

3 to 6

ABS ESP Max.
NCAP
-stars

Over
18 km/1 
diesel

Particle 
filter

Total 
regis­
tration 

tax

Toyota Hiace D-4D 
5-d 117 HP (van) -134 0 -503 -336 0 859 0 4,268

Volkswagen Passat 
2.0 TDI 110 HP 
(passenger car)

-134 -687 -503 -336 -268 -537 -1,007 27,786

Vehicles with authorised partial payment of the registration tax
For foreign company cars which are mostly used permanently in Denmark 
and cars that need to be registered because they will be used for a limited 
time in Denmark, the registration tax amounts to 2 percent of the calculated 
registration tax for cars between 0 to 3 months. For the following 33 months, 
the tax is 1 percent, and for cars older than 36 months the fee is percent per 
started month.

When paying the partial tax, interest on the registration tax not paid is 
added. The interest rate is the latest published official interest rate on loans, 
provided by The Danish National Bank as per 1 January or 1 July and in­
creased by 2.3 percent points per annum.
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The table below illustrates an example of the calculation of partial regis­
tration tax.

Registration tax for Volkswagen Passat for import to Denmark for 1 year, Euro

Quarterly 
interest rate

Interest rate 
payment

Percent of cal­
culated tax

Monthly regis­
tration tax

Total

1st quarter 0.96 267 6% 1,667 1,935
2nd quarter 0.96 251 3% 834 1,085
3rd quarter 0.96 243 3% 834 1,077
4th quarter 0.96 235 3% 834 1,069

Total 998 15% 4,168 5,166

Source: Ministry of Finance in Denmark
Danish National Bank, official interest on loans is 1.55 percent per 6th 2009

Other foreign company cars, i.e. foreign company cars which are essentially 
used permanently abroad are exempt from tax.

For lease cars (both foreign and Danish), tax is calculated in the same way 
as for foreign company cars etc. which are mostly used permanently in Den­
mark. For leasing cars however, the registration tax and interest on the entire 
lease term must be paid when the vehicle enters the scheme.

Swedish excise duties
Alcohol and tobacco
The table below presents the excise duties on alcohol and cigarettes. We have 
used an exchange rate of SEK 10.15 per Euro.

Excise duties on alcohol and tobacco, 2009

Excise duty exclusive VAT, Euro

0.7 1 spirits 40 volume percentage of alcohol 13.83
0.75 1 wine, 12 volume percentage of alcohol 1.59
0.5 1 beer 4.5 volume percentage of alcohol 0.08
100 cigarettes 12.52

Total EU-quota 596.08

Source: Ministry of Finance Sweden
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EU-quota

- 10 litres of spirits (22 percent alcohol or more)
- 20 litres of fortified wine (15-22 percent alcohol)
- 90 litres of wine (including sparkling wine)
- 110 litres of beer
- 800 cigarettes or 400 cigarillos or 200 cigars or 1 kg smoking tobacco

Auto vehicle taxation
In Sweden there is no registration tax for new cars. Previously, Sweden had a 
scrapping fee connected to a premium paid when the car was scrapped, but 
this has been abolished.

For a person who is staying temporarily in the country and has his or her 
permanent place of residence abroad, the rules allow that the vehicle is used 
in Sweden for a year. This requires a valid foreign registration as well as 
proof that the vehicle will be used in Sweden for less than a year.

Finnish excise duties
Excise duties on alcohol and tobacco taxes in Finland, 2009

Excise duty, Euro

Excise duties on alcohol and tobacco
From 1 October 2009
0.7 litres of spirits, 40 vol. percent
0.75 litres of wine, 12 vol. percent
0.5 litres of beer, 4.5 vol. percent
100 cigarettes, average price 4.40 / 20 units

EU-quota, travellers
16 litres of beer, 4,5 vol. percent
4 litres of wine, 12 vol. percent
1 litres of sprits, 40 vol. percent
100 cigarettes, average price 4.40 / 20 units

11.03
2.12
0.59

12.95

18.72
11.32
15.76
25.91

Source: Ministry of Finance in Finland

1. In the EU-quota, the spirits are assumed to have a 40 volume percentage of alcohol 
and the fortified wine a 15-18 volume percentage of alcohol.
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Source: Ministry of Finance in Finland

Auto vehicle taxation, exclusive VATfor a van and a passenger car in Finland, Euro

Engine Effect Own CO2 emis­ Excise duty
volume weight sions
(CCM) (kW) (kg) (g/km) (Euro)

Toyota Hiace 
D-4D 5-dll7HP
(van) 2494 86 1825 224 5 728

Volkswagen Passat 
2.0 TDI 103 HP 
(passenger car) 1968 103 1527 146 6 967
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1. Omar G. Dajani works as a legal adviser for the Norwegian Ministry of Finance, 
Tax Law Department, Tax treaty and foreign tax devision. Any viewpoints put for­
ward by the general reporter are put forward on his account and must not be inter­
preted as representing the view of the Norwegian Ministry of Finance.

Introduction

The taxation of migrating individuals is gaining an increasing significance as 
the degree of globalisation, the creation of international labour markets and 
the competition to attract specially skilled labour leads to more and more 
cross-border migration among workers. Globalisation and the competition to 
attract labour are global trends, whilst an international labour market has been 
created within the Nordic countries at a Nordic level and at a European Union 
(EU)/European Economic Area (EEA) level.

At the Nordic level, an Agreement on a Common Nordic Labour Market 
was signed 6 March 1982 and came into effect on 1 August 1983 (http:// 
www. norden.org/avtal/arbetsmarknad/uk/index.asp?lang=6). The agreement 
prohibited any requirement of work permits and any other discrimination in 
the labour market for employees from other Nordic countries.

At the EU/EEA level, the free movement of workers and goods are two of 
the fundamental freedoms creating the internal market.

The treaty basis for the free movement of workers is the EC Treaty articles 
39-42 and the EEA Agreement articles 28-30. The free movement of workers 
is elaborated in Regulation 1612/68, including equal tax treatment in article 7. 
Based on these provisions, the ECJ has developed fairly detailed require­
ments for the tax treatment of migrating workers, primarily regarding the 
taxation of non-resident workers in the receiving state, but also to a certain 
extent regarding the taxation of resident workers in the state of departure. 
These provisions facilitate the free movement of workers in general in the 
same way as the above-mentioned Nordic agreement, but are, in this context, 
of special interest due to the direct implications they have had on the tax sys­
tems of the Member States.
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The WTO and GATT have liberalised international trade in goods and 
represent essential rules in that field. Mainly, these rules reduce customs. Al­
though they may also have implications on the taxation of goods as their re­
strictions on measures have an effect which is similar to customs, this is a 
pendant to the regulation of customs. Below, the topic of the reports is limited 
to customs. Thus, the WTO and GATT rules are of less relevance in this con­
text and will not be discussed any further.

The topic has not been covered previously by the seminars of The Nordic 
Tax Council. The topic has partly been covered by the IFA Congresses, most 
recently at the 2002 Oslo Congress. The 1997 New Delhi Congress covered 
Taxation of expatriates. Also, the European Association of Tax Law Profes­
sors covered many aspects of the topic at the 2008 Cambridge congress under 
the title Taxation of Workers in Europe.

The main objective of the national and general reports is to highlight the 
tax effects of an individual taking up employment in another Nordic country, 
the considerations behind the national rules of each country and the possible 
incentives the rules create.

Generally, it is an aim that the tax rules either should be neutral in relation 
to the underlying economic factors or should create the motivations to which 
they are aimed. From this point of view, it is of interest to explore the effect 
of the national tax rules of each country and especially the effect of the na­
tional tax rules of the country of origin and the national tax rules of the coun­
try of destination in combination.

The main focus of the reports is the Nordic countries’ rules on individual 
taxation and taxation of goods regarding cross-border migration of workers 
between the Nordic countries. For the sake of completeness, these rules will 
be related to the rules regarding third countries, cf. item A.1.3, A.3.3 and B.3 
below.

The reference to ‘taxation of individuals’ implies that tax rules for compa­
nies and other juridical persons are not included. Neither do the reports cover 
taxation of business carried out by individuals in the form of sole proprietor­
ship or migration for purely private purposes, such as migration of pension­
ers. The taxes to be covered are income taxes, net wealth taxes and social se­
curity contributions and not inheritance taxes.

The topic is limited in the same way regarding taxes on goods. Thus, the 
rules applicable to the cross-border migration of an individual are to be de­
scribed, leaving out the general rules on imports and exports and in relation to 
the cross-border carrying out of business. Taxation of services is not covered. 
The taxes to be covered are value added taxes (VAT) and excise duties and 
not customs duties.

The topic of the seminar has not been found suitable for analysis via eco­
nomic national reports. Thus, there are only legal national reports. However, 
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an economic general report has been written by Torhild Martinsen, Norwe­
gian Ministry of Finance, based on information gathered by her.

A TAXATION OF INDIVIDUALS

A.l Income taxes

A.1.1 Tax liability
A. 1.1.1 Under which conditions are non-resident workers liable to tax?
A. 1.1.1.1 Domestic law
All four countries tax income earned by non-resident workers performing 
employment in their country. The criteria for taxation are quite uniform.

The Finnish, Norwegian and Danish rules2 are all based on two connecting 
factors for tax liability for income from private employment: the first is the 
territorial connection of the work to the country by it being performed there, 
and the second is that the employer has a connection to the country by either 
being a resident there or by being taxable there for business activities.

2. The Swedish report does not go into detail here.

In respect of the territorial connection of the work to the country, the Fin­
nish national reporter touches upon the issues arising when the employment 
is performed partly in Finland and partly abroad. There, the solution is that if 
the employment is primarily exercised in Finland, the whole salary is gener­
ally considered as sourced in Finland.

The Swedish, Norwegian and Danish national reporters state specifically 
that tax liability incurs irrespective of whether the right to the income or 
payment arises after the termination of the employment/stay in the country.

Finland, Norway and Demark stand on one side by taxing hired-out la­
bour, whilst Sweden stands on the other by not taxing such labour. The Dan­
ish rules on hiring out of labour include specific taxation rules. The employee 
can choose either to be taxed according to the general rules for limited tax 
liability, or to pay a final withholding tax of 30 percent on the gross income. 
The Danish national reporter touches upon a subject which most likely is of 
relevance to all the three countries; the need to distinguish hired-out labour 
from performance of services by an enterprise.
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A. 1.1.1.2 Implications of tax treaties and Community law
Article 15 of the OECD model tax convention gives the general rules for 
taxation of income from employment.3

3. The particular rules in domestic law and in tax treaties for some specific employ­
ment activities will not be covered here (article 16 on director’s fees, article 17 on 
artistes and sportsmen, article 19 on governmental service).

Article 15 gives the state of residence a general right to tax. The other state 
is only given the right to tax income from employment exercised there. This 
right is further restricted through the 183-day rule of paragraph 2. According 
to this rule, employment can be exercised in the other state for up to 183 days 
in any twelve month period without being taxed there. The condition is that 
the employer neither is a resident of that state nor has a permanent establish­
ment there bearing the remuneration.

The Nordic tax treaty, article 15 paragraphs 1 and 2, follows the OECD 
model, except for paragraph 2 litra d. According to the latter, the 183-day rule 
does not apply in the case of hiring out of labour. The provision is elaborated 
in the protocol to the treaty article V.

Since Sweden does not tax hired-out labour specifically, cf. item A. 1.1.1.1 
above, Sweden cannot use this rule in situations where employees are hired 
out to work in Sweden for less than 183 days. On the other hand, this issue 
can cause inconvenience for Swedish assignees working in Denmark, since 
Denmark applies the term ‘economic employer’. This creates situations 
where Swedish tax residents become tax liable in both Sweden and Denmark 
as both countries view the employer as belonging to their respective country.

Article VI of the protocol to the Nordic tax treaty contains special rules for 
cross-border commuters living in a municipality on the borders between 
Finland, Sweden and Norway. Provided that certain circumstances are met, 
only the state of residence may tax the salary, even though the salary is 
sourced in the other country.

Under the Øresund Agreement between Denmark and Sweden, the right to 
tax salaries for work performed in both countries is given to the employer’s 
country, even if some of the work is carried out in the country of residence.

A. 1.1.2 Under which conditions do migrant workers become tax residents?
- a brief description

A. 1.1.2.1 Domestic law
When it comes to establishing residency, Sweden, Finland and Denmark have 
relatively elaborate rules, whilst Norway has very simple rules. All four coun­
tries establish residency based on presence of a certain duration in the coun­
try.
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