fIVE- COUNTRY VAT SURVEY 

Wide-sample consumer research was conducted in five markets – Germany, UK, Spain, Italy and Sweden.  The surveys captured a random sample of over 16’s (over 13’s in Italy) and measured consumer reaction and response to a hypothetical reduction in VAT.  The main results of the surveys, conducted by Martin-Hamblin GfK in December 2002, are summarised below.

Consumers Agree Overwhelmingly With VAT Reduction
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Consumers were asked, ‘How do you feel about the idea of VAT being reduced on music CDs?’, (response measured using a five-point scale).  An overwhelming majority of consumers agreed on average across all five markets.  Half of consumers agreed strongly in Italy, Spain, Sweden and the UK, with over one-third agreeing strongly in Germany.

Source:  Martin Hamblin GfK, sample 5,000
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Many consumers are surprised that music CDs are not classed in the same category as books, theatre and cinema tickets etc.  Asked specifically ‘How much do you agree or disagree with the statement – books, magazines, newspapers, tickets to theatres, concerts and zoos all have reduced VAT rates because they are cultural goods or services – so do you think that recorded music CDs should be included in this category?’, again most consumers agree, though even more agree strongly.  

Source:  Martin Hamblin GfK, sample 5,000

Reduced VAT Would Boost CD Sales and Could Increase Tax Revenues
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Nearly 60% of consumers would buy more CDs at a lower VAT rate.  A considerable proportion of consumers would increase their purchasing in every 

market.    

Source:  Martin Hamblin GfK, sample 5,000

The biggest potential increase in sales would come from existing CD buyers as well as those who buy very few disks currently.  In most cases consumers said they would buy the same amount again if VAT was reduced significantly.  CD album sales could double across the five markets, with the largest potential increase in Italy (160%) and the lowest in Germany (95%).  
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