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The rapid growth of the digitalised economy impacts both economic activities and taxation. 

Similarly, new challenges arise from the technological evolution.  

New technology allows tax administrations to implement new functionalities and to exploit data 

assets differently. For tax administrations, the demand to ensure compliance will continue to rise, 

with tax fairness in the driving seat. At the same time, taxpayers expect ever-higher quality service 

and flawless collaboration. 

The technology-enabled relationship between businesses and tax administrations has one main 

ingredient: data.  

From the data point of view, the equation between businesses, tax administrations and reporting 

obligations could be transcribed in “who shares, what data and why”?  

In order to do their job of collecting taxes and fighting fraud, tax administrations need more and 

better data, and they also need this data faster. Businesses are asked to collect, prepare and transfer 

this data. In turn, companies ask for better harmonisation of the reporting obligations, and the 

Commission supports this request: it is preferable to have one common standard than having to deal 

with several reporting obligations in different Member States.  

When the latest technology available is used, a lot more can be done with the data collected. 

Advanced analytics solutions allow getting the best out of this data. 

At the European Commission, data processing and automation are already empowering the 

advanced analytics techniques: the "Transactional Network Analysis" (TNA) tool provides for a 

system inspired by social media analysis. It allows Member States to exchange information and to 

process VAT data in order to quickly identify suspicious transactions and potential fraudsters. In 

particular, in 2020 it identified transactions perpetrated by missing traders valued at EUR 3.3 billion 

and flagged suspicious transactions worth EUR 2 billion. Another system currently in development, 

the Central European System of Payment information (CESOP) will use cross-border payments data 

to further enhance and improve the fight against e-commerce related VAT Fraud. 

Working with data is not easy: cleaning data and aggregating it can be complex and laborious, 

security and data protection concerns are also involved, as well as legal and ethical questions. In 

addition, skilled people, appropriate tools and, of course, data are needed. 

While some tax authorities have good data sources at national level, the real value comes from 

sharing the data to be able to see beyond the invisible. There is a great potential to fight VAT fraud, 

and other several types of fraud, if we bring together the data and expertise from different places: 

the European institutions, national authorities, and industry! 


