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Statement for EP Hearing on WHT – Marlies de Ruiter 

 The withholding tax challenge 

“From the point of view of the Capital Markets Union, inefficient withholding 
tax relief procedures are one of the main barriers that deter people to invest 
across borders and hence to free movement of capital and capital market 
integration.”  

These are the words by the European Commission introducing its initiative to 
address inefficient withholding taxes procedures. Policy makers have been aware 
of this issue. An issue which costs the Union billions a year. An issue that OECD 
and the Commission have worked on for years, but that has seen little uptake by 
national administrations.  
 
In looking at a way forward, it is crucially important to assess why this trend occurred. 
After all, by concluding tax treaties, countries intend to remove obstacles for cross-
border investments for investors, for example to ensure that pension funds which 
invest for European citizens are taxed appropriately without double taxation. Why do 
national governments then still leave blockage on the road to granting these treaty 
benefits? Why it is difficult to apply the correct tax rates at the dividend payment date 
(relief at source)? 

The answer to this question likely lies in the issues discussed by the two 
respective panels today: there is tension between tax evasion risks faced by tax 
authorities on the one hand, and the wish to move to a relief at source system on 
the other hand. Law makers would only make such move if their risks can be 
minimized. However, in the current environment the risk increases when relief of 
withholding taxes will be given at a time where the tax authorities do not have 
access to the information yet to assess whether this relief is correct.  

I believe that many of the issues raised could be resolved by the controlled and 
targeted use of currently available technology – i.e. distributed ledger 
technology facilitated by the blockchain. Technology that was also discussed in 
your workshop on technology in the tax area on 30 September. 

I will go on to describe in my statement how blockchain and related technology 
could be used to resolve most of the issues posed by the withholding tax 
challenge. And I will also point to the fact that this technology already exists and 
therefore could be used in the short term.  

What is needed for fraud-resistant relief systems to work? 

One thing to stress in advance is that in my statement I do not answer the 
question on who should get the relief and under what conditions. This is the 
prerogative of policy makers and was the subject of the first panel. The question 
here is how such relief can be accessed once it has been agreed to.  

https://www.europarl.europa.eu/committees/en/the-risks-and-benefits-of-technology-in-/product-details/20210927WKS03801
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In my perspective, the following elements are important for authorities to 
mitigate their risks when moving to a relief at source system:  

- Access to (near) real time information. Tax administrations currently do 
not have that.  

- Trust in the information, which can be delivered by immutability of the 
information. 

- Confidentiality, addressing legitimate privacy concerns and ensuring data 
does not fall in the wrong hands. 

- Reconciliation. In current relief at source system identification of 
anomalies, patters and suspicious activities is challenging. 

Technology is available to be applied in an innovative fashion which fulfils 
these needs 

- Database technology enables near-real time information for all relevant 
participants; 

- A distributed ledger backed by the blockchain offers the foundation for mutual 
trust; 

- Zero-knowledge proof technology, local controls and secure messaging 
guarantee that access to data is tailored to the needs of the participants, 
ensuring GDPR compliance; 

- Built-in reconciliation of tax withheld and consolidated global withholding tax 
reports provides the possibility to distinguish between compliant and higher-risk 
situations, providing the possibility to provide quick relief to those taxpayers 
who are compliant.  

 
With this technology in place, the time is now to consider 4 key questions: 

1. Does it help solve transparency & trusts issues in tax administration 
processes? 

• Yes, a pilot where technology developed by EY was tested (TaxGrid) and where 
authorities, banks, asset owners, asset managers and academia contributed 
confirmed that the technology provides both visibility and security, so the 
technology is ready to be used. 

2. Does the technology solve all the problems? 

• No, but it has the potential to do so. The technology can be supplemented, 
for example with digital certificates of residence and technology focusing 
on trading patters around the payment date.  

3. Are the legal systems ready? 

• Technology can be made compatible with existing laws, as legislators can 
ensure laws are ready for new technology. This is the outcome of 
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academic research by the Business University of Vienna and Exeter 
University during the recent TaxGrid pilot. 

4. Which specific steps can be taken? 

• Authorities could be encouraged to participate in further technology 
testing. 

• A multilateral, multi-stakeholder platform could explore new avenues for 
options to enhance tax policies enabled by the use of new technology. 

• Such multilateral, multi-stakeholder approach does require an innovative 
approach to tax policy making, including thinking on governance of the 
ecosystem to be put in place. 

Closing 

If innovative use of technology is included in the analysis, the position for 
governments changes significantly. Risks decrease if their move to a relief at 
source system is accompanied with introduction of technology such as TaxGrid 
technology. And such technologies are not something for the future, but already 
available and tested. That takes away the hurdles which prevented lawmakers 
from moving in the past.  

And this is just one use case example where technology could open policy 
options not available so far! 

Thank you for your attention and happy to answer any questions you may have. 


