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Subject: Petition 1530/2010 by Kuisma Lappalainen (Finnish), concerning VAT on 
merchandise imported into Finland from the United States

1. Summary of petition

The petitioner objects to the VAT rules applicable to merchandise imported into Finland from 
the United States. He calls for the rules to be simplified and makes five suggestions on how 
current legislation can be improved.

2. Admissibility

Declared admissible on 23 March 2011. Information requested from Commission under Rule 
202(6).

3. Commission reply, received on 10 June 2011.

The suggestion of an agreement eliminating tariffs has been mentioned by business 
representatives, of which the Commission has taken due note. However, it is currently not 
considered to be the appropriate way forward. Tariffs are overall low in what is the most 
integrated economic relationship in the world. Main obstacles are considered to be so-called 
behind-the-border measures or non-tariff-measures, which are being taken up in the 
Transatlantic Economic Council, which is judged the most promising and efficient way to 
tackle difficulties at this point in time.
Regarding the petitioner's suggestion to harmonise the VAT rates in the Member States, it can 
be noted that in the past, the Commission has already on two occasions (in 1995 and in 1998) 
presented proposals providing for a standard rate band with a minimum rate of 15% and a 
maximum rate of 25%. In both cases, the proposals to approximate rates were amended by the 
Council, which kept only the principle of a minimum rate of 15%.
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As regards the alternative, that countries with low VAT should pay less to the EU than 
countries with higher VAT, it should be emphasised that VAT receipts are mainly to the 
benefit of the national budgets of the Member States; only a small part is used for financing 
the EU budget. The level of the VAT rates in the Member States is however irrelevant for the 
calculation of the contribution to the EU budget.
With regard to the third suggestion, that cross-border trade between Member States of the 
European Union is made tax-free, it should be noted that there is no complete harmonisation 
at the European Union level in the field of indirect taxation. This means that in the absence of 
EU legislation, Member States may impose taxes and decide unilaterally upon their levels and 
methods of calculation as long as they comply with the fundamental principles of the Treaty 
and other pieces of available secondary legislation. However, to the degree that legislation has 
been adopted it means that all Member States have in fact agreed upon the rules in question. 

Regarding the principles of the EU VAT system, the VAT is a tax on final consumption of 
goods and services, but it is shaped as an 'all-stage' tax on supplies of goods and services for 
which the supplier receives a price, regardless of the person who pays the price. The VAT 
regime clearly depends on the nature of the supply. 

Under the current rules, as a general rule, the place of supply of goods dispatched or 
transported shall be deemed to be the place where the goods are located at the time when 
dispatch or transport of the goods to the customer begins (Article 32 of the VAT Directive1).
Under certain conditions the supply of goods dispatched or transported from one Member 
State to another is exempted from VAT in the Member State of departure, with the right to 
deduct the VAT incurred in the relation to that intra-community supply (Articles 138-139, 
169 of the VAT Directive). In this case, the purchaser makes an intra-community acquisition 
in the Member State where dispatch or transport of goods ends.

The fourth suggestion made by the petitioner is to lower VAT and customs duty rates on 
clothes. Tariff reductions are currently negotiated in the framework of the multilateral Doha 
Development Agenda (DDA). During these negotiations, the aim of the EU has been to 
reduce high tariffs, tariff peaks and tariff escalation, so as to significantly increase trading 
opportunities. 
The Chairs text that came out of the Ministerial meeting of July 2008 includes the draft 
modalities for tariff reductions consisting of a formula to be applied by developed countries 
(including EU and US) with a coefficient 8 and developing countries with a higher coefficient 
and flexibilities (so called Swiss-Formula, a mathematical formula applied to all tariff lines, 
ensuring a similar level of tariff reduction across the board). 

The conclusion of the DDA would eliminate tariff peaks in the textiles and clothing sector. 
According to the modalities now on the table it would entail a tariff decrease of around 50% 
in textiles for developed countries including EU tariffs and would for example remove all 
tariff peaks in the USA. 

Recent discussions, including among Ministers in Davos, have helped to confirm the 
objective that WTO Members are currently working towards a political package that should 
be concluded before the summer break. 
Concerning the fifth suggestion, which aims at raising the limit which the value of goods 

                                               
1 Council Directive 2006/112/EC of 28 November 2006 on the common system of value added tax – as amended
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imported at one time must exceed in order for VAT to be charged, it should be recalled that 
the VAT Directive establishes a common system of VAT equally applicable in all Member 
States. One of the main objectives of this common system of VAT is to avoid distortions of 
competition. The importation of goods is for this reason subject to VAT at the same rate as 
the one applicable to domestic supplies in the importing Member State. The VAT Directive 
however provides, mainly for practical control purposes, for import VAT exemptions on 
small consignments. These specific VAT rules relating to importation of goods are in the 
Commission's view necessary to avoid distortions of competition, for example by preventing 
EU citizens from buying non EU goods which have not borne any EU VAT.
Finally, it should be added that on 1 December 2010, the Commission published the 'Green 
Paper on the future of VAT - Towards a simpler, more robust and efficient VAT' 
(COM(2010) 695 final and SEC(2010) 1455 final), where among others the topic of the VAT 
treatment of cross-border transactions within the single market is broadly reflected on and 
various possible options of taxation are referred to as examples. Other topics such as in 
particular VAT rates, exemptions and small businesses are also analysed. The Commission 
launched an open public consultation on this Green Paper and the mentioned document is 
available on the following internet page: 
http://ec.europa.eu/taxation_customs/common/consultations/tax/2010_11_future_vat_en.htm

Based on Article 113 of the Treaty on the Functioning of the European Union, the Council 
shall, acting unanimously in accordance with a special legislative procedure and after 
consulting the European Parliament and the Economic and Social Committee, adopt 
provisions for the harmonisation of legislation concerning inter alia turnover taxes to the 
extent that such harmonisation is necessary to ensure the establishment and the functioning of 
the internal market and to avoid distortion of competition.

Within the framework of the Treaties of the European Union, all tax decisions to be taken at 
European level are subject to the unanimity rule. That is, any change and adoption in the area 
of the VAT Directive require the unanimous agreement of all 27 Member States in the 
Council.


