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Reforming EU policy on harmful tax practices 
The EU policy reform on harmful tax practices (HTP) has been pushed up the agenda for several reasons: the 
significant loss of revenue due to tax evasion and tax avoidance while Member States are addressing the huge 
economic impacts of the pandemic, public and parliamentary pressure, and several high-profile revelations of 
questionable tax-related practices. An own-initiative procedure was launched in autumn 2020 by the 
Subcommittee on Tax Matters (FISC), and a vote on the report of the Economic and Monetary Affairs Committee 
(ECON) is expected in the October I session.  

Background 
The Code of Conduct (CoC) Group on Business Taxation has been the EU's primary instrument to prevent 
harmful tax competition since 1997. The Forum on Harmful Tax Practices (FHTP) was created within the 
OECD in 1998 with the task of monitoring and reviewing tax practices. Its evaluations have a determinant 
impact on the qualification of harmful regimes in the EU listing process.  
Revelations such as LuxLeaks, the Panama Papers, the Paradise Papers, the OpenLux revelations, as well as 
public and parliamentary pressure have pushed HTP up the EU's policy agenda. Tax evasion and avoidance 
represent an unacceptable loss of substantial revenue for Member States, so needed to address the 
devastating consequences of the pandemic. Furthermore, tax evasion and aggressive tax planning 
exacerbate social inequalities and disrupt competition between small and medium-sized enterprises (SMEs) 
and larger companies, which can make use of sophisticated tax structures.  
In January 2021, the Parliament adopted a resolution on Reforming the EU list of tax havens, addressing the 
shortcomings of the CoC Group on Business Taxation. Reform of the CoC Group is long awaited with a view 
to better reducing harmful tax practices within and outside the EU.  

European Commission proposal 
The Commission's communication of 15 July 2020 on Tax good governance in the EU and beyond suggests 
timing reform of the CoC for Business Taxation for maximum effect, reviewing its scope and criteria, and 
improving the governance of the Code, as well as reviewing the EU list of non-cooperative jurisdictions for 
tax purposes. 

European Parliament position 
A hearing held on 19 April 2021 included an exchange of views with the Chair of the CoC Group and a 
discussion with experts on ways to improve and reform the Code and to tackle unfair tax practices. Further 
to this, the Subcommittee on Tax Matters published a draft own-initiative report on reforming the EU policy 
on harmful tax practices (including the reform of the CoC Group) on 27 April 2021.  
On 2 June 2021, 224 amendments to the draft report were tabled in the Committee on Economic and 
Monetary Affairs, and the report was adopted on 13 July 2021. It includes recommendations for future EU 
work on HTP, in particular addressing remaining BEPS challenges, shares the commitment of the G7 of 
13 June 2021 'to a global minimum tax of at least 15 % on a country by country basis' as a basis for further 
negotiations, and calls for the adoption of a definition of 'minimum level of economic substance'. It also 
calls on the Commission to produce guidelines for designing fair and transparent tax incentives with fewer 
risks of distorting the Single Market. It requests an urgent revision of the criteria, the governance and the 
scope of the CoC and a more efficient decision-making procedure. The vote on the report in plenary is 
expected to take place during the October I 2021 session.  

Own-initiative report: 2020/2258(INI); Committee responsible: ECON; Rapporteur: Aurore Lalucq (S&D, France). 
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