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GENERAL TAX POLICY

The power to levy taxes is central to the sovereignty of EU Member States, which have
assigned only limited competences to the EU in this area. The development of EU tax
provisions is geared towards the smooth running of the single market, with the harmonisation
of indirect taxation having been addressed at an earlier stage and in greater depth than that of
direct taxation. Alongside these efforts, the EU is stepping up its fight against tax evasion and
avoidance, which constitute a threat to fair competition and are the cause of a major shortfall
in tax revenues. According to the Treaty, tax measures must be adopted unanimously by the
Member States. While tax policy is greatly influenced by the case law of the European Court
of Justice, the European Parliament has only the right to be consulted in this regard, except
in budgetary matters, for which, as co-budgetary authority, it shares decision-making powers
with the Council.

LEGAL BASIS

The tax provisions chapter (Articles 110-113) of the Treaty on the Functioning of the European
Union (TFEU), which relates to the harmonisation of legislation concerning turnover taxes,
excise duties and other forms of indirect taxation; the chapter on the approximation of laws
(Articles 114-118 TFEU), which covers taxes that have an indirect effect on the establishment
of the internal market, with fiscal provisions not subject to the ordinary legislative procedure;
other provisions relevant to tax policy, referring to the free movement of persons, services
and capital (Articles 45-66 TFEU), the environment (Articles 191-192 TFEU) and competition
(Articles 107-109 TFEU).
Enhanced cooperation (Articles 326-334 TFEU) can be applied in respect of tax matters. The
main feature of EU tax provisions with regard to the adoption of acts is the fact that the
Council decides on a Commission proposal by unanimity, with Parliament only being consulted.
Provisions adopted in the tax field include directives approximating national provisions, and
Council decisions.
Direct taxation denotes taxes levied on income, wealth and capital, whether personal or
corporate. Personal income tax (PIT) is not covered as such by EU provisions (rather, EU
activity in this field is based on European Court of Justice case law). EU action on corporate
income tax (CIT) is more developed, although it focuses only on measures linked to the
principles of the single market. Indirect taxation consists of taxes that are not levied on income
or property. It includes value-added tax (VAT), excise duties, import levies, and energy and other
environmental taxes. As the development of EU tax provisions is geared towards the smooth
running of the single market, the harmonisation of indirect taxation was addressed at an earlier
stage and in greater depth than that of direct taxation.
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OBJECTIVES

The EU tax policy strategy is explained in the Commission communication entitled ‘Tax policy
in the European Union – Priorities for the years ahead’ (COM(2001)0260). Provided that the
Member States comply with EU rules, each is free to choose the tax system it considers most
appropriate. Within this framework, the main priorities for EU tax policy are the elimination
of tax obstacles to cross-border economic activity, the fight against harmful tax competition[1]

and the promotion of greater cooperation between tax administrations in ensuring control and
combating fraud. Increased tax policy coordination would ensure that the Member States’ tax
policies support wider EU policy objectives, as set out most recently in the Europe 2020 strategy
for smart, sustainable and inclusive growth.

ACHIEVEMENTS

The ‘Activity reports in the tax field’[2] published by the Commission present the EU’s
achievements and the tax issues still to be addressed. The latest report (2013) covers direct and
indirect taxation, tax avoidance and evasion, tax coordination, fiscal State aid decisions and
infringement procedures.
The Commission communication on removing cross-border tax obstacles for EU citizens
(COM(2010)0769) outlines the most serious tax problems that EU citizens face in cross-
border situations (e.g. discrimination, double taxation, difficulties in claiming tax refunds and
difficulties in obtaining information on foreign tax rules). Some coordinated action to tackle tax
obstacles and inefficiencies has been achieved in the areas of company taxation, VAT, excise
duties and car taxes. Measures have also been taken to tackle tax evasion via the Savings
Taxation Directive (2003/48/EC) and directives providing for mutual assistance between tax
administrations. The Commission has also become more proactive in taking legal action where
Member States’ national tax rules or practices do not comply with the Treaty.
Important policy initiatives in the field of indirect taxation include: a Green Paper on the
future of VAT (COM(2010)0695), followed by a communication on reform of the VAT
system (COM(2011)0851); a proposal for a directive (COM(2011)0169) amending the Energy
Taxation Directive (2003/96/EC) with the aim of achieving smarter energy taxation in the EU,
accompanied by a communication (COM(2011)0168); Directive 1999/62/EC on the charging
of heavy goods vehicles for the use of certain infrastructures; a Commission proposal for a
directive on passenger car-related taxes (COM(2005)0261)); Directive 2006/112/EC on the
common system of VAT; and numerous individual arrangements concerning excise duties (e.g.
on alcohol, tobacco and energy).
Policy activity in the field of direct taxation has focused primarily on the harmonisation of
business taxation through the Administrative Assistance Directive (77/799/EEC), the Recovery
of Claims Directive (76/308/EEC), the Mergers Directive (90/434/EEC), the Parents-Subsidiary
Directive (90/435/EEC), the Arbitration Convention on the elimination of double taxation
(90/436/EEC), the Interest-Royalty Directive (2003/49/EC), and a proposal for a common
corporate tax base (CCCTB) laying down uniform rules for companies operating in the EU
to calculate their taxable profits (COM(2011)0121). As regards personal taxation, measures
worth noting include the Interest Taxation Directive (2003/48/EC) and communications on
dividend taxation (COM(2003)0810) and on the elimination of tax obstacles to the cross-border

[1]See the report of 23 November 1999 of the Council’s Code of Conduct Group to the ECOFIN Council on ‘Code of
Conduct (Business Taxation)’ (SN 4901/99).
[2]http://ec.europa.eu/taxation_customs/taxation/gen_info/info_docs/tax_reports/index_en.htm

http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2010)0769
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2010)0695
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2011)0851
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2011)0169
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2011)0168
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2005)0261
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2011)0121
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2003)0810
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provision of occupational pensions (COM(2001)0214), a proposal for a financial transaction tax
(COM(2011)0594), and Directive 2008/7/EC concerning indirect taxes on the raising of capital.
The Court of Justice has handed down numerous rulings on the direct taxation of EU citizens.
A tax policy issue which ranks high on the EU agenda is the fight against tax evasion and
avoidance, which the Commission has made a priority[3]. The fight against tax fraud and evasion
covers both direct taxation (in particular, measures to combat damaging tax practices) and
indirect taxation (unpaid VAT). It relies in particular on information-sharing. In the EU, around
EUR 1 trillion in tax revenue is lost each year to tax evasion and avoidance, constituting a
threat to fair competition and a huge loss of state income. To combat tax fraud, the Commission
has adopted an action plan (COM(2012)0722) and two recommendations, one on aggressive
tax planning (C(2012)8806) and the other on the promotion of good governance in tax matters
(C(2012)8805). This was a follow-up to a communication of June 2012 on concrete ways to
reinforce the fight against tax fraud and tax evasion (COM(2012)0351).
In May 2013 the Council adopted conclusions on tax evasion and tax fraud[4], highlighting the
need for a combination of efforts at the national, EU and global levels, and confirming support
for work within the G8, the G20 and the OECD on the automatic exchange of information.
On the same occasion, the Council also discussed a revision of the Savings Taxation Directive
aimed at enlarging its scope to include all types of savings income as well as products that
generate interest. On 24 March 2014 the Council adopted a directive amending the EU Savings
Directive (2003/48/EC). The amended directive will broaden the scope of the current rules in
order to close certain loopholes, by strengthening EU rules on the exchange of information on
savings income and enabling the Member States to clamp down more effectively on tax fraud
and tax evasion. Member States will have until 1 January 2016 to adopt the national legislation
necessary to comply with the directive.
Tightening EU corporate tax rules on aggressive tax planning (transfer pricing transactions,
intra-group payments), preventing harmful tax competition and improving VAT tax compliance
can help to close tax loopholes. Consideration is being given to these loopholes as part of
the EU legislative process. Progress is being made, for instance, on the tax treatment of intra-
group payments and on the treatment of transfer pricing transactions[5]. The introduction of a
common consolidated corporate tax base (CCCTB) could eliminate a number of tax planning
opportunities together with most of the tax obstacles affecting the economic efficiency of the
single market. The proposal has been on the negotiating table for three years, without any
progress. However, it is expected to be relaunched in response to concerns arising from the use
of tax rulings to benefit multinational companies.
At the international level, information-sharing has progressed. The agreement of 29 October
2014 on the early application of the new OECD global standard (GS) for the ‘Automatic
exchange of information’ (AEOI) provides that the information the signatories (50 countries,
including the 28 EU Member States) are to collect from 31 December 2015 will start to be
exchanged in 2017, instead of 2018. The 2010 US Foreign Account Tax Compliance Act
(FATCA) includes similar elements to those in the OECD standard. EU Member States will
apply the AEOI in 2017 under the revised directive on administrative cooperation, which is
aimed at transposing the global OECD standard on the AEOI into EU legislation, as agreed

[3]See letter of 12 November 2014 from Commission President Juncker and Vice-President Timmermans to the
respective presidents of the Council and Parliament.
[4]Council document 9405/13.
[5]For instance, in Council Directive 2014/86/EU of 8 July 2014 amending Directive 2011/96/EU on the common
system of taxation applicable in the case of parent companies and subsidiaries of different Member States (tax
treatment of intra-group payments).

http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2011)0594
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2012)0722
http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=COM_COM(2012)0351
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by the Council on 14 October 2014. The provisions of the EU Savings Tax Directive are more
limited, and it will be suspended once the AEOI applies.
The G20/OECD Action Plan on Base Erosion and Profit Shifting tackles loopholes in national
tax systems that are exploited by multinational enterprises to avoid paying taxes or to reduce
their taxable revenue.

ROLE OF THE EUROPEAN PARLIAMENT

Parliament has generally endorsed the broad lines of the Commission’s programmes in the
field of taxation. In various reports, it has acknowledged that tax competition may ‘in itself
be an effective instrument for reducing a high level of taxation’ and could help in reducing
administrative burdens, increasing competitiveness and modernising the European social model.
A need for action at EU level has been identified in several areas, including: the elimination
of discrimination, double taxation and bureaucratic obstacles; the change to a definitive VAT
system giving full effect to the origin principle; and advocacy of the ‘polluter pays’ principle
in energy taxation.
The retention of unanimity for all taxation decisions makes it difficult to achieve the level of tax
coordination necessary for the EU, and the Commission put forward proposals for a move to
qualified majority voting in relation to certain aspects of taxation. However, the Member States
did not agree to these proposals.
On 2 February 2010, Parliament adopted a report on promoting good governance in tax
matters[6], in which it advocated a responsible tax policy, transparency and exchange of
information at all levels – national, European and global – and fair tax competition.
On 12 December 2013, Parliament adopted a resolution on the call for a measurable and binding
commitment against tax evasion and tax avoidance in the EU[7], based on the Commission action
plan to tackle tax fraud. It welcomed the Commission’s efforts to intensify the fight against tax
fraud, tax evasion and aggressive tax planning with a view to reducing the tax gap.
On 25 March 2015, Parliament adopted a resolution on the 2014 annual tax report[8], prepared
by the Committee on Economic and Monetary Affairs. The resolution identifies three priority
areas for EU tax policy: (i) boosting the benefits of the internal market through taxation policy;
(ii) fighting tax fraud, tax evasion, aggressive tax planning and tax havens; and (iii) promoting
viable tax coordination for a long-term, growth-oriented economic policy.
The resolution welcomes the agreement on the automatic exchange of information and calls
for the definitive abolition of banking secrecy within the EU as of June 2015. It calls for tax
agreements to be concluded also with third countries before 30 June 2015, and for coordinated
action at EU level to pursue the application of transparency standards with regard to third
countries by incorporating these standards into future trade agreements.
Dario Paternoster
05/2016

[6]OJ C 341, 16.12.2010, p. 29.
[7]Texts adopted, P7_TA(2013)0593.
[8]Texts adopted, P8_TA(2015)0089.

http://www.europarl.europa.eu/RegistreWeb/search/simple.htm?reference=P8_TA(2015)0089
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