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Thank you very much for the opportunity to participate to this hearing. 

I will bring to you the case for using one emerging technology, blockchain, and its potential 

for application in the area of taxation. 

First, what is blockchain and why should we consider it? 

There are many explanations and complex definition of this technology. Blockchain is best 

described as a ledger (also known as one of the Distributed Ledger Technologies) - a ledger 

shared across a number of participants, which form a network. 

At any moment in time, simultaneously, each member of the network holds identical copy of 

this ledger. All information stored on the blockchain ledger is available to all participants. 

There are several areas, which distinguish blockchain from any database, and forms its high 

potential: 

 The technology is cryptographically highly secured. 

 The technology is completely decentralised (identical copy of the ledger is hold by 

each participant) and there is no single point of failure. 

 Information on the blockchain is written immutably (chain of blocks of 

information), which creates the perfect audit history. 

 High integrity processes for updates – a participant can make updates to the ledger 

only after verification by other participants through a commonly agreed protocol. 

To put it in other words, the key innovation behind blockchain is the combination of: 

 The complete decentralisation of blockchain based solutions  

 The complete traceability and transparency of the transactions stored on a 

blockchain 

 High security and integrity of the information stored on a blockchain 

This eradicates the need for a trusted authority or a central system. 

Therefore, the blockchain has the potential to be applied to: 

 Facilitate compliance:   

 Ensuring trust and transparency in financial transactions, 
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 Using smart contract to automatically process tax payments. 

 Reduce administrative burden: 

 Information captured via blockchain could be provided to government on a 

real-time basis;  

 Information provided to one administration through a blockchain could be 

easily transmitted to another one. 

 

So what is DG TAXUD doing about blockchain? 

DG TAXUD is convinced of the high potential of the technology and we have been investing 

in developing our blockchain capability since 2017.  

In the period of 2017 to 2019, two successful proofs of concept with blockchain technology 

were concluded.  

In 2019, we triggered an extended pilot with eight Member States on a module of the so-

called System for Exchange of Excise (authorisations) Data (SEED) - a solution to 

synchronise data automatically and transparently over a blockchain. 

At present, we are carrying out a proof of concept and preparing a similar pilot on a module of 

the VAT e-Commerce package, the so-called Import One Stop Shop Data Registry (IOSS-

DR) on the European Blockchain Services Infrastructure. 

Once completed and if the assessment of European Blockchain Services Infrastructure is 

successful, the Member States will then have the choice to synchronise the IOSS-DR data 

over a traditional database connection, or over the alternative blockchain mechanism. This 

will no longer be a proof of concept or a pilot, but an operational service. 

If achieved, this will be a major success, which will give the confidence to DG TAXUD and 

to Member States to use blockchain in other use cases. 

Our long-term ambition is to use the European Blockchain Services Infrastructure as a 

platform for a new generation of (decentralised) Trans-European systems. 

Of course, this road is not without challenges. For example, it seems problematic to store 

personal data on a blockchain. We are in contact with colleagues in DG CONNECT and JRC 

to tackle these technical and legal questions. Appearance of such issues is normal for 

emerging technologies and should gather the necessary expertise to be addressed.  

To conclude, it is clear that blockchain has a lot of potential to be applied in the area of 

taxation and is worth studying and investing in this technology. 

Blockchain could help design policy in new ways. However, in order to use blockchain to its 

full potential, the technology has to be looked together with the policy and legal questions it 

poses. Therefore, I would advise policy makers to involve technology experts as early as 

possible in policy conceptions and debates.  
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Forming early, multidisciplinary teams, involving technology experts, is the way to go to 

make the full potential of new innovative technologies in the area of taxation! 

 


