
 

Tax avoidance:  multinationals to pay taxes where
profits are made
 
Corporations use loopholes to avoid paying taxes, for example by shifting profits to EU
countries with lower taxes. New EU rules would put an end to this.
 
On 15  March, MEPs voted in favour of plans to establish a common consolidated corporate
tax base, which is a common set of rules that companies operating in the EU could use to
calculate their taxable profits instead of having to follow different rules for each EU country they
are located in. They voted on two pieces of legislation that will make it harder for companies to
shift profits to those EU countries where corporate taxes are lower.
 
 
 
French EPP member Alain Lamassoure, who wrote the report on the common consolidated
corporate tax base, welcomed a recent initiative by the European Commission to name EU
countries involved in aggressive tax planning, including Belgium, Cyprus, Hungary, Ireland,
Luxembourg, Malta and the Netherlands."[With the new legislation] any attempt to set up
aggressive tax planning schemes, artificially drawing fiscal revenues towards some member
states, at the expense of others, will become obsolete,” said Lammasoure.
 
 
 
Dutch S&D member Paul Tang, who wrote the report on the common corporate tax base, said:
“National and EU leaders are beginning to understand that the current systems are outdated
and leave citizens and small companies worse off. The momentum is there, we keep up the
pressure."
 
The new tax rules being proposed
 
 
 
The European Commission proposes to introduce a common consolidated corporate tax base in
two phases.
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The first phase sees the introduction of a common corporate tax base, which is one set of rules
to calculate companies' taxable profits in all EU countries. At the moment companies operating
in different EU countries calculate subsidiaries' profits according to different tax codes.
 
 
 
This will be followed by the introduction of a common consolidated corporate tax base in phase
two. This would allow companies to add profits and losses of all their subsidiaries in the EU and
come up with a net profit figure to be taxed.
 
 
 
Profits would be taxed in the EU countries the company operates subsidiaries. Profit sharing
would be calculated according to a formula, taking into account the buildings, machinery,
number of employees and sales company has in different EU countries.
 
 
 
Parliament played its part in refining the formula. “Parliament introduced a new factor, based on
data collection, in the formula which determines how corporate fiscal revenues are distributed
among member states," said Lamassoure.
 
 
 
Taxing digital giants
 
 
 
MEPs also looked at how major digital players should be taxed. Personal data is an intangible
but highly valuable asset mined by firms such as  Facebook, Amazon and Google to create their
wealth, but it is currently not considered when calculating their tax liabilities.
 
 
 
“We need a digital tax as soon as possible," said Tang. "Our research showed  that the tax
revenue loss from Google and Facebook is around €5.1 billion, in three years’ time.  So it’s time
to change the rules so we can play a fair game again.”
 
 
 
Confused about the difference between tax avoidance and tax evasion? Check out our  glossary
of fiscal terms
 
Parliament's role
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When it comes to tax matters, Parliament has a consultative role in the legislative process. EU
laws are adopted with unanimity by member states in the Council.
 
 
 
One of Parliament’s priorities is the fight against tax avoidance and tax fraud. On 1 March,
MEPs established a special committee to investigate wrongdoing in the field of taxation.
 
 
 
Discover more articles on Parliament's work on taxation
 
Find out more
Press release on the plenary vote
Press release on the committee vote
Tax avoidance: MEPs accuse Council of undermining EU’s credibility

Common consolidated corporate tax base
Council page
Commission proposes major corporate tax reform for the EU
Q&A
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http://www.europarl.europa.eu/news/en/press-room/20180226IPR98613/financial-crime-parliament-establishes-new-special-committee
http://www.europarl.europa.eu/news/en/press-room/20180309IPR99422/meps-approve-new-eu-corporate-tax-plan-which-embraces-digital-presence
http://www.europarl.europa.eu/news/en/press-room/20180219IPR98113/new-eu-corporate-tax-plan-embracing-digital-presence-approved-in-committee
http://www.europarl.europa.eu/news/en/headlines/economy/20180126STO94140/tax-avoidance-meps-accuse-council-of-undermining-eu-s-credibility
http://www.consilium.europa.eu/en/policies/ccctb/
http://europa.eu/rapid/press-release_IP-16-3471_en.htm
http://europa.eu/rapid/press-release_MEMO-16-3488_en.htm
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