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Thank you to the chair, members and staff of the FISC committee for inviting me here today in the 

European Parliament.  

I sit here before you as a political scientist whose core research topic is the policy process leading up 

the CCCTB proposals in 2011 and 2016. Compared to the dynamics of international tax reform in the 

past years, this topic sometimes feels partly out of date. It is encouraging to know that EU institutions 

are considering an update and re-launch of the now decades-old idea of one set of rules to tax 

corporate income in the EU. Based on my own and others research, I would like to use this introductory 

statement to share some ‘lessons learned’ after studying points and moments of contestation 

throughout the CCCTB policy process and negotiations. These concern both the content of a future 

BEFIT, but also the process leading up to adaption and implementation.  

Firstly, it is crucial to create political commitment at the start. The process leading up to the CCCTB in 

2011 as well as Council negotiations after launching CCCTB proposals in 2011 and 2016 show that 

technical negotiations can continue for years. But without explicit and clear political will from highest 

political decision-makers in EU member states, this process can be never-ending. Political guidance is 

needed in order for the negotiations on technical/working party level to be fruitful and effective. On 

high(est) political level, member states need to express unanimous commitment to establishing BEFIT 

in terms of key principles and goals, main elements in terms of scope, tax base and formula. In case 

there is no political commitment from the start, enhanced cooperation can be considered. Considering 

the successes in recent international tax reform within the OECD’s Inclusive Framework, it is clear that 

such political commitment is not unrealistic. Formulary apportionment as well as minimum effective 

taxation are no longer utopian alternatives but real policy options. This was not the case when CCCTB 

was discussed. 

In terms of political commitment, the main goals and narratives of the proposals matter. The European 

Commission was in the recent decade exceptionally successful in terms of proposing and seeing 

adopted corporate tax directives. Together with a colleague, we trace this success back to the 

politicization of corporate taxation (Roland and Römgens 2021). I note that the BEFIT proposal-to-be 

is presented by the Commission now is to 1) Boost competitiveness; 2) Reduce compliance costs incl 

for SMEs and 3) Support investment in the EU. The aim of combatting tax avoidance, one of the two 

leading motives to re-launch the CCCTB in 2016, has disappeared completely. Simultaneously, the goal 

of creating ‘a more attractive location for international investment’ is increasingly emphasized. With 

regards to the latter, a recent study pointed out that academic research is not straightforward in its 

findings that corporate tax cuts and changes lead to growth (Gerchter & Heimberger 2022) and in fact 

concludes that “The literature on corporate taxes and growth has been biased towards over-reporting 

results”. EU institutions and member states should therefore refrain from – or at the very least be 

careful - introducing cuts to common tax rate and base.  

With regards to the aim of combatting tax avoidance, I regard it as a loss that this purpose seems to 

have been left out in the Commission’s Call for evidence for an impact assessment (public consultation 

launched in October 2022). Both the public response as well as international political negotiations in 



the past decade have shown the need for the EU to keep stepping up and combat tax avoidance. The 

numbers of lost tax revenues due to profit shifting are by now well known, especially to this FISC 

committee. BEFIT – based on harmonization and consolidation of the corporate tax base – could serve 

an essential purpose in this sense as it eliminates transfer pricing in the EU and moves away from the 

arm’s length principle and towards formulary apportionment.  

As seen throughout past negotiations, a key issue of concern is the revenue impact of corporate tax 

base harmonization and consolidation. Studies that make an effort to estimate the impact of the 

introduction of CCCTB in the EU have overall in common – although they differ in terms of adopted 

methodologies and use of databases etc. – that the total corporate tax base in the EU will decrease. 

Estimates vary between 4.2% (Nerudová and Solilová 2019) to 12% (Cobham and Loretz 2014), and 

even to one fifth (Cobham et al. 2021). The decrease in corporate tax base can be attributed (mostly) 

to cross border loss consolidation that the CCCTB entails. It is thus obvious that this key concern needs 

to be taken into account when developing BEFIT. This requires, firstly, that the impact assessment 

either 1) includes the revenue impact of the proposal(s) for each member state or 2) creates a model 

on the basis of which member states can calculate estimated revenue impact themselves. Member 

states should then share these estimates (within Council negotiations) as part of their political 

commitment to establishing BEFIT. While revenue impact is a valid concern, the impact assessment 

has been strategically used by various member states in past CCCTB negotiations to delay or obstruct 

negotiations. This could possibly solve or circumvent this. Related to this, secondly, to deal with ‘losers’ 

and ‘winners’ in terms of revenue impact, it can be considered to set up a temporary compensation 

fund for a transition period to support in particular small economies (highly dependent on specific 

industries) in order for them to deal with revenue impact on short term. This is in line with the 

Parliament’s own position in 2018 after the launch of the CCCTB proposals. The compensation could 

be financed out of the ‘surplus from those Member States that experience gains in fiscal revenues’ 

(P8_TA-PROV(2018)0087) or from the own resources the Commission intends to generate through 

BEFIT.  

An important point of contestation with regard to the CCCTB has been the mandatory  or optional 

character of the system. BEFIT needs to be mandatory, at least for corporations beyond a certain 

threshold. Optionality does not match the intentions of EU institutions and member states, nor the 

goal of having a common set of rules. It would be also a tax authority’s nightmare. The only reason for 

optionality is for businesses to choose which system is more beneficial to them and that does not align 

with goals of BEFIT, nor is it fair. In terms of threshold, this could be set in terms of revenue. It could 

also be combined with proportion of revenue generated in more than one country (i.e. if 90% of 

revenues are generated in one EU member state, there is an argument to be made that business should 

not be obligated to participate in BEFIT). The system can be optional for those not meeting the 

threshold.  

The BEFIT proposal needs to align with the possible adoptions of Pillar 1 and 2 approaches through EU 

Directives. Implementation of a minimum effective taxation (Pillar 2), as political agreement has now 

been reached within the EU, can potentially – at least partly – deal with the risk of profit shifting out 

of the EU. This has been one of the flaws of CCCTB proposals in the past, in particular viewed from the 

purpose of combatting tax avoidance. The formula is another key feature of BEFIT that would also 

center combatting tax avoidance. Reflecting real economic activity, it is clear that less mobile factors 

– sales, labour, and tangible assets – need to be reflected in the formula. Even so, BEFIT needs to 



include strict anti-abuse rules, and can build on previous CCCTB proposals and negotiations in doing 

so.  

As a last point, I would like to point out that the role of the European Parliament and particular of your 

FISC committee, although formally a role of consultation, is of importance. In particular recent visits 

to member states’ capitals and their outcomes can potentially be a major contribution to negotiations 

in terms of knowing key points of contestation and possibilities for compromises lie. In spite of special 

legislative procedure, Commission should find a (formal) way of including FISC committee in the policy 

process/Council negotiations. 
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