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"The fight against tax fraud and tax evasion (as an 
element of fighting organised crime corruption and 
money laundering) and the protection of the EU's 
financial interests."

Chair, Honourable Members, Ladies and Gentlemen,

I thank you for your invitation to this hearing. My intervention 

today links in seamlessly with the subject you have just been 

discussing before. I am talking about VAT fraud. In this 

context, I want to introduce more in general our initiatives to 

fight against tax fraud and tax evasion and to protect the EU 

financial interests. These Commission initiatives of course 

are not limited to fighting organised crime. However, as in all 

profitable criminal activities, organised crime plays a 

sizeable role in fraud.

And fraud unfortunately is a profitable crime. 
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Tax fraud and evasion is estimated at up to 1 trillion euro 

every year in the EU. This means that every citizen is 

deprived of 2000 euro every year due to tax evasion and tax 

fraud. 

(Action plan)

With this in mind, the Commission adopted in December last 

year a comprehensive and ambitious action plan on fighting 

tax fraud and tax evasion. This was accompanied by two 

recommendations to Member States: how to treat tax 

havens and how to deal with aggressive tax planning.

This package sends a strong signal to the world: the EU is 

serious about the fight against tax evasion. 

It highlights the need to work more closely together in 

international fora, notably at the OECD, to combat this grave 

problem. 

It sets out over 30 measures to close loopholes, increase 

information exchange and transparency, reinforce rules and 

intensify cooperation between Member States. 



3

Among the measures proposed are an EU Tax Identification 

Number and better tools for information exchange. We also 

propose to extend our transparency principles beyond the 

EU. This would help avoiding that tax evaders use opaque 

tax jurisdictions in view of hiding their activities. 

The success of these measures will be determined by the 

level of commitment of the Member States. Only if all of 

them fully cooperate, these measures can reach their aims. 

Therefore it is essential that Member States keep up peer 

pressure between them on these issues. 

(Specific measure on organised crime, corruption and 
money laundering)

We do not have any figures on how much of the 1 trillion 

euro that I mentioned earlier goes into the pockets of 

organised crime groups.

However, we do know that organised crime is active in the 

field of tax fraud. The action plan therefore contains a 

specific measure that addresses organised crime, corruption 

and money laundering. 
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This measure insists on the necessity of a stronger 

cooperation between all law enforcement bodies, in 

particular the authorities responsible for anti-money 

laundering. 

Inter-agency cooperation is essential to ensure an efficient 

fight against tax fraud, tax evasion and tax related crimes. 

Europol can play an important role in enhancing information 

exchange by contributing to the identification and 

dismantling of criminal networks or groups.

In addition, the Commission is considering to mention 

explicitly tax crimes as predicate offences to money 

laundering, in line with the 2012 recommendations of the 

Financial Action Task Force. This could be done in the 

context of its legislative proposal for a review of the Third 

Anti-Money Laundering Directive which the Commission is 

going to present shortly. 

Such initiative will facilitate the cooperation between tax 

authorities and judicial and financial supervisory authorities 

in order to tackle serious infringements of tax law. 
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Co-operation could be further facilitated by an EU-wide 

harmonisation of the money laundering offence, its definition 

and related sanctions. In this regard, the Commission plans 

to propose, beyond the review of the Third Anti Money 

Laundering Directive, a specific Directive on combating 

money laundering in 2013.

Another action will consist in establishing guidelines and a 

working methodology for tracing money flows by tax 

administrations. This can be achieved, for example, via 

credit cards and EU/offshore bank accounts. 

This methodology should make it easier to trace significant 

transactions, taking into consideration the experience of 

some Member States in this area and the already existing 

Financial Intelligence Units.
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(VAT carousel fraud)

Chair, Honourable Members, 

As already mentioned in my introduction, I would now like to 

address a specific element of tax fraud which has a direct 

impact on the EU financial interests. I am referring to fraud in 

the application of Value Added Tax.

Although it is difficult to estimate the impact of VAT fraud, 

according to our approximate calculations the VAT gap for 

the EU would be close to 12% of the theoretical VAT liability. 

This is equal to approximately 107 billion euro. The VAT gap 

is the difference between the theoretical net VAT yield for 

the whole economy and the actual VAT receipts. A 

considerable part of this gap relates to carousel fraud.

In carousel fraud, companies which should pay VAT on the 

intra-Community acquisition of goods or services disappear 

before paying the tax. 
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This allows the other companies in the fraudulent chain to 

benefit from lower prices. Thus, it can be deducted that 

carousel fraud needs a specific organisation where several 

actors are involved.

The consequence is a tax loss in the Member States 

affected by the fraudulent chain and a distortion of 

competition in the market. 

In 2006 and 2008, the Commission proposed a set of anti-

fraud measures to make it more difficult for fraudsters to set 

up carousel fraud mechanisms. Most of these measures 

were adopted by the Council. These measures mainly 

comprise faster exchange of information and the creation of 

EUROFISC.

EUROFISC's main mission is to detect the "missing traders" 

established with the only purpose of defrauding VAT. This 

objective is sought through a system of multilateral 

exchange of early warning signals and targeted information 

between Member States. The role of the Commission is to 

provide EUROFISC with technical and logistical support. 
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In addition, the already mentioned action plan on fighting tax 

fraud and tax evasion explores a number of new areas for 

improvement in this specific field. They are: enhancing 

administrative cooperation with third countries, tackling new 

frauds as quickly as possible through the creation of a quick 

reaction mechanism and exploring how tax collection 

systems could be improved.

As regards the first area explored, the Commission believes 

that European agreements with third countries for 

cooperation in the field of VAT can help Member States to 

fight fraud in international trade, especially as regards e-

commerce.

Secondly, in July 2012 the Commission presented a 

proposal for a Quick Reaction Mechanism that would allow 

Member States to take rapid action against new types of 

carousel VAT fraud. This Quick Reaction Mechanism intends 

to combat sudden and massive fraud schemes that cannot 

be stopped via traditional control and enforcement means. 

Under this mechanism, derogating measures would be 

granted to Member States within 1 month and for a 

maximum period of 1 year. 
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Discussions in Council have unfortunately not yet been 

conclusive. This is notably because some Member States 

fear a loss in sovereignty. However, the Commission will 

continue assisting the Presidency in striving for a 

compromise.

Last but not least, the Commission also assists Member 

States in making their tax administration more effective and 

efficient by providing technical assistance in particular as 

regards taxpayer compliance and risk assessment.

(EU BUDGET)

As just set out, the losses that VAT fraud causes to Member 

States' budgets are enormous. However, also the EU budget 

is seriously affected by VAT fraud.

Let me therefore now turn to the question of how we protect 

the budget of the European Union.
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The difficult budgetary negotiations that are still on-going 

suggest that in future we will have to work rather with fewer 

resources than with more. This means that there will be less 

means to implement policies that are vital for European 

businesses and aimed at creating growth and jobs. 

This situation can lead us to only one conclusion: we must 

protect these resources better. We must reduce the risk to a 

minimum that this money ends up in the wrong hands.

Our main tool to protect the EU's financial interests is the 

European Anti-Fraud Office, OLAF. However, OLAF's work 

can only deliver results if it is taken up effectively at Member 

States' level. It is for the Member States to bring fraudsters 

to court and to recover EU funds obtained illegally. 

In my view, we are currently not doing well enough in any of 

these areas. This is the reason why I have embarked on 

redesigning the system of protecting the EU's financial 

interests.
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(OLAF Reform)

The first element is close to its completion. I am talking 

about the OLAF reform where a political agreement was 

found in December last year. I hope that we can formalise 

this agreement as soon as possible. OLAF finally needs its 

new legal basis in order to be able to work more efficiently.

(EPPO)

However, in the longer term, we need more at EU level than 

OLAF's administrative investigations. 

Currently, we switch back to the national level as soon as 

OLAF has closed its case and made its recommendations. 

OLAF takes the role of an observer in national court cases, 

and in most Member States not even the evidence that was 

in fact already collected by OLAF can be used. 
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Instead, the national prosecution authorities, in the best 

case, duplicate the work OLAF has done. In the worst case, 

they do not do anything at all, since fraud cases against the 

EU budget are complex and resource intensive due to their 

cross-border nature. Therefore, national prosecutors are 

telling us that they prefer to treat these cases as negative 

priorities. For this reason, such cases often remain untreated 

until statutory limitation strikes.

Honourable members,

You will agree with me that this situation is unacceptable. It 

proves that, in the fight against fraud to the detriment of EU 

funds, national concepts such as territoriality and jurisdiction 

are not adequate. They do not provide the appropriate 

framework to combat complex cases which, by their nature, 

are European and go beyond the national context. 

My colleague, Vice-President Reding and I will therefore 

submit to the College of Commissioners in June this year a 

proposal for establishing a European Public Prosecutor's 

Office, the so-called EPPO.
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The EPPO will make the investigation, prosecution and 

bringing to justice of offences affecting EU funds more 

effective. The EPPO could without difficulty gather evidence 

in all Member States. This figure would also possess the

necessary expertise to investigate complex cases. 

(PIF Directive)

The EPPO will be even more effective if it is able to work on 

the basis of a framework of harmonised substantial criminal 

law. But such a harmonised framework is also important for 

cross-border operations of national prosecution services. In 

July 2012, the Commission therefore adopted a proposal for 

a Directive on the protection of the financial interests of the 

EU.

With this proposal we want to address the considerable 

differences in the level of protection of the EU budget across 

Member States. Currently, conviction rates for cases 

transmitted to Member States by OLAF range from 19% to 

92%, depending on the Member State in question. These 

differences are due to diverging definition of offences, 

relatively low sanctions and too short statutory limitation. 
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While the negotiations in the Council started last October, the 

European Parliament has not appointed any rapporteur yet. I 

hope we can soon make progress on this file in order to 

improve the protection of our taxpayers' money. 

(Euro counterfeiting)

To conclude, let me briefly turn to another project which 

does not concern the EU budget but another common 

European good. I am talking about the euro.

ECB statistics show that euro counterfeiting remains a 

substantial and continuous threat. Furthermore, Europol 

confirms that this offense often involves organised crime 

groups. They use their established distribution channels to 

dispatch the counterfeits across the EU.

The Commission therefore intends to propose shortly a 

Directive aimed at increasing protection of the euro. This 

proposed Directive will provide for more efficient 

investigations, more dissuasive sanctions and a stronger 

monitoring of the implementation in the Member States.
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(Conclusion)

Chair, Honourable Members, ladies and gentlemen,

Let me summarise: both in the fight against tax fraud and 

tax evasion and in order to protect the EU's financial 

interests we need a better cooperation between Member 

States. Your contribution to this objective, be it official or 

informal, is crucial.

A Member State cannot fight fraud successfully on its own. 

Member States need transparency, and they need an 

efficient and rapid flow of information between them. In 

particular, they need to accept that tackling fraud is not 

about losing sovereignty. Currently, fraudsters benefit from 

the lack of coordination between tax administrations in the 

Single Market. And they benefit from the heaviness of 

judicial cooperation in criminal matters. We cannot tolerate 

this. It is time to act. The Commission has proposed several 

tools to the European Parliament and to the Member States. 

We now need you to take rapid decisions on these 

proposals.
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I have just given you an overview of some of our current 

activities. I will be happy to reply to any additional questions 

you may have.

I thank you for your attention.
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