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SUGGESTIONS

The Committee on Budgetary Control calls on the Committee on Economic and Monetary 
Affairs, as the committee responsible, to incorporate the following suggestions in its motion 
for a resolution:

1. Points out that in overall terms the total cost of tax evasion in the EU is higher than the 
total of all health care budgets in the Union, and that if tax evasion could be stopped all 
EU deficits could be paid off in just 8.8 years1;

2 Notes that the definition of tax havens is no longer up-to-date and that (semi-)legal ways 
of avoiding or reducing tax liabilities are becoming more and more common in the 
Member States: for instance, transfers by ‘postbox companies’ in and through the 
Netherlands are estimated to amount to EUR 8000 billion a year alone;

3. Stresses that massive tax evasion by larger companies has a devastating effect on the 
taxpaying discipline of smaller companies and even individuals, since it makes tax 
evasion appear to be the accepted norm;

4. Regrets that the vast amounts paid to the Union on the basis of the agreements by the 
major tobacco companies were not used for anti-fraud measures and programmes but were 
‘90 % confiscated’ by the Member States, which added them as income to their respective 
budgets;

5. Stresses that tax evasion in the area of VAT has a direct influence on both the economies 
of the Member States and the EU budget; recalls that, in the words of the Court of 
Auditors, ‘VAT evasion affects the financial interests of Member States. It has an impact 
on the EU budget as it leads to lower VAT-based Own Resources. This loss is 
compensated by the GNI-based own resource, distorting individual Member States’
contributions to the EU budget. Moreover, tax fraud undermines the functioning of the 
internal market and prevents fair competition’2;

6. Notes that the EU’s VAT system provides a significant part of public revenues - 21 % in 
20093 - but is also the cause of a high level of both unnecessary compliance costs and tax 
avoidance;

7. Points out that ever since VAT was introduced its collection model has remained 
unchanged; stresses that this model is outdated, given the many changes in the 
technological and economic environment that have taken place, and that it therefore leads 
to substantial losses in terms of customs duties, VAT and excise duties;

8. Deplores the fact that two important initiatives aimed at combating VAT fraud, namely 

                                               
1 Closing the European Tax Gap, A report for Group of the Progressive Alliance of Socialists & Democrats in 

the European Parliament by Richard Murphy FCA, Director, Tax Research UK.
2 Special Report of the Court of Auditors No 13/2011, p. 11, paragraph 5.
3 European Parliament study: ‘Simplifying and Modernising VAT in the Digital Single Market’. Available at 

http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=75179
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the proposal for a Council Directive amending Directive 2006/112/EC on the common 
system of value added tax as regards a quick reaction mechanism against VAT fraud 
(COM(2012)0428) and the proposal for a Council Directive amending Directive 
2006/112/EC as regards an optional and temporary application of the reverse charge 
mechanism in relation to supplies of certain goods and services susceptible to fraud 
(COM(2009)0511), are still blocked in Council;

9. Stresses that the correct operation of the customs system has direct consequences in terms 
of the calculation of VAT; is deeply worried that customs checks in the EU are not 
functioning properly, resulting in significant VAT losses1; finds it unacceptable that in 
most Member States the tax authorities have no direct access to customs data 
and that automated cross-checking with tax data is therefore not possible; points out that 
organised crime is well aware of the weaknesses of the actual system;

10. Points out that legal proceedings against tax fraud are cumbersome and lengthy, and that 
those found guilty in the end receive relatively mild sentences, making tax fraud 
something of a risk-free crime;

11. Emphasises the potential of e-government in terms of increasing transparency and 
combating fraud and corruption, thereby helping protect public funds; emphasises that 
Europe is lagging behind its industrial partners, inter alia due to a lack of interoperability 
of systems2; stresses that Europe must step up its efforts to introduce next-generation 
forms of e-government which would provide more transparency in public finances;

12. Deplores the fact that the Commission and the Member States have been unable to ensure 
timely implementation of the Modernised Customs Code; stresses that economic benefits 
estimated foregone due to the delay in the implementation of the new customs code 
amount to some EUR 2.5 billion annual operational savings in compliance costs at full 
regime, and as high as EUR 50 billion in expanded international trade market3.

                                               
1 The Court of Auditors found in its Special Report No 13/2011 that the application of customs procedure 421

alone accounted in 2009 for extrapolated losses of approximately EUR 2 200 million1 with regard to the 
seven Member States which were audited, representing 29 % of the VAT theoretically applicable on the 
taxable amount of all the imports effected under customs procedure 42 in 2009 in those seven EU Member 
States;

2 Communication from the Commission to the European Parliament, the Council, the European Economic and 
Social Committee and the Committee of the Regions: A Digital Agenda for Europe (COM(2010)245).

3 Study by the European Parliament ‘Roadmap to Digital Single Market’, available at: 
http://www.europarl.europa.eu/document/activities/cont/201209/20120914ATT51402/20120914ATT51402
EN.pdf


