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General comments on the scenario

Tax fraud, tax evasion and tax avoidance and aggressive tax planning result in lost resources 
for national and European Union budgets, reduce general tax-payer morale and threatens the 
social contract between citizens and their governments.  The risks increase in the current 
globalisation framework.  

The present matter is debated against a landscape depicted by increasing cross-border 
transactions. Both multinational companies (MNEs) and individuals run transnational 
operations across the world and conglomerates and holdings keep interests in several 
Countries. Complex business and financial exchanges occur through different jurisdictions, 
procurement and contracts are awarded between companies whose administration is governed 
by heterogeneous sets of rules: the modern economic processes involve the global 
reorganization of the production with various stages that can occur in various countries, 
typically with the aim of minimizing costs.

The Single Market principles impose, amongst others that generating profits companies pay 
taxes where the money is earned. Taxpayers operating across multiple Countries should not 
enjoy any competitive and financial advantage because of limited communication between tax 
authorities.

Not only tax evasion is the target of the Union’s action, but also a clear framework of rules is 
deployed -and its implementation is continuously monitored and enhanced- with a view to 
prevent tax avoidance and harmful tax competition. 

Tax fraud is often linked to corruption and both are related to money laundering: experience 
indicates that these misconducts are facilitated by weak controlling systems and ineffective 
sanctioning procedures, run by understaffed administrative structures in a not transparent 
way, in jurisdictions where the equal and fair treatment in front of the law is questionable.

More nuanced and less evident are the aggressive tax planning practices, resulting in 
distorting competition, affecting the underlying principles of the public procurement 
procedures and of the sound financial management of resources: as a last consequence, such 
practices weaken the honest economic operators and make our economy poorer. In particular 
in the current situation, with the Covid19 crisis, citizens understandably resent having to carry 
a heavier tax burden while certain corporations avoid paying their fair share, with sometimes 
the voluntary or involuntary complicity of national governments. 

It is evident the linkage between transparency, accountability and effectiveness of the tax 
systems, on the one hand, and employment decisions, investment levels and willingness of 
companies to expand, on the other.

The Parliament has voiced the concerns of the European citizens and is committed to improve 
the transparency of the procedures in force (for instance when defining blacklisting, at present 
in a confusing and ineffective way), and it devotes greatest attention to the endorsement of 
more fair and equal tax systems. 

European Institutions work to meet the demands for social justice and economic growth 
endorsing tax certainty and countering abusive malpractices: to achieve these goals, the 
effective exchange of information between tax authorities is of the essence.

https://en.wikipedia.org/wiki/Economic


DT\1228701EN.docx 3/6 PE691.288v01-00

EN

State of Play

Several actions from different players need to be streamlined and coordinated.

As annex III to the Special Report, ECA has detailed a timeline of the different actions 
resulting in the adoption of the Directives on Administrative Cooperation.

The Council, Commission and Parliament are engaged in several actions to enhance the 
effectiveness of the tax system with a view to improve fairness, addressing inequality, 
increasing transparency and, overall, guaranteeing its compliance with the principles of the 
Single Market. To achieve a level playing field in this regard within the Single Market is 
critical to the main goals of development, full employment, poverty reduction, good 
governance and, overall, to deliver a thriving economy that benefits all.

The Commission’s Directorate-General for Taxation and Customs Union (DG TAXUD) 
develops and monitors the implementation of tax policy across the EU.
TAXUD also assists Member States to combat fraud and tax evasion, by not only drafting 
legislative proposals and monitoring their implementation once adopted, but also providing 
mechanisms, systems and tools to allow and coordinate the exchange of tax information and 
the sharing of good practices. In this last regard, ECA Special Report points out that the 
Commission’s monitoring action, the guidance provided to the Member States and the 
evaluation of the achievements of the set legislation and infrastructure need all to be 
improved.

The national governments of the EU Member States are broadly free to design their own tax 
laws and systems, complying with some fundamental principles, but remaining accountable 
for collecting, reporting, sharing the relevant data while operating the taxation systems. 

However, in the above depicted situation of intense and systemic cross-border operations, a 
single Member State cannot manage its internal taxation system without receiving 
information from other Member States. 

The Council Directives on Administrative Cooperation (DAC) lay down the rules and 
procedures under which Member States cooperate with a view to exchange information 
relevant to the administration and enforcement of the domestic laws.

However, decision making in this policy sensitive area at an EU level requires the agreement 
of all Member States

The Council Directives on Administrative Cooperation (DAC) lay down the rules and 
procedures under which Member States cooperate with a view to exchange information 
relevant to the administration and enforcement of the domestic laws.

However, decision making in this policy sensitive area at an EU level requires the agreement 
of all Member States.

ECA addresses to the Member States with recommendations that are the consequences of the 
structure above described and of the allocation of responsibilities amongst the main actors. 
ECA recommends to the Member States to improve the quality and completeness of the data 
collected and exchanged, and to use them in a more result-oriented approach. ECA refers to 
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enhanced quality checks, systematic risk analysis, more frequent simultaneous controls, smart 
indicators to evaluate the outcome of the implemented provisions, including the assessment of 
the gap resulting from tax evasion and avoidance and a reliable common framework for 
measuring the benefits of the information exchange system.

Other stakeholders1 and NGOs have analysed the situation resulting from uneven tax systems 
and published data which endorse interpretation suggesting that huge amount of revenue 
losses occur, across EU Member States2. 

Overall, the quality of public services, including affordable education, healthcare and 
housing, security, crime control and emergency response, social security and care, 
enforcement of occupational and environmental standards, the fight against climate change, 
promotion of gender equality, public transport, and essential infrastructure (in order to foster 
and, if necessary, to stabilise socially balanced development) to move towards the Sustainable 
Development Goals are all affected by the reduced available resources3. 

ECA Recommendations and EU Commission Position

In general, all ECA recommendations have been accepted (in full and only Recommendation 
2 in part) and already partially implemented.

Two Recommendations are addressed to Member States. On them the Commission has not 
given replies but offered comments that are not against their acceptance and implementation. 

Recommendation 1 – Enhance the coverage of the EU legislative framework to ensure 
all income categories are taxed appropriately 

The Commission should make legislative proposals to make it mandatory for Member States 
to report all DAC1 income categories and to expand the scope of mandatory information 
exchange to include cryptocurrencies, non-custodial dividend income and advance cross-
border tax rulings issued for natural persons. 

The Commission accepts this recommendation and considers it partially implemented. 

The Commission has already put forward the extension of the number of “mandatory income 
categories” in its proposal (DAC7 of July 2020), by  increasing the number of mandatory 
categories of income to be reported, as of 2024. The Commission stated that it will work on a 
full mandatory coverage of the income categories by a subsequent legislative proposal.  The 
scope of automatic exchange of information could usefully be expanded to crypto-assets and 
e-money and to non-custodial dividend income. Expanding the scope to advance cross-border 
tax rulings issued for natural persons will require further examination. 

1 “OECD transparency data released in July 2020 on multinational corporations’ financial affairs made it 
possible to estimate each country’s tax losses with unprecedented accuracy” quoting Tax Justice Network;
The report “comprehensively identifies the amount of tax revenue each nation loses every year to corporate and 
private tax abuse.” Quoting “Tax Justice: Report Documents Global Tax Losses - eucrim”;
2 The State of Tax Justice 2020 - Tax Justice Network;
3 Paragraph 11 of European Parliament resolution of 26 March 2019 on financial crimes, tax evasion and tax 
avoidance (2018/2121(INI)); Texts adopted - Report on financial crimes, tax evasion and tax avoidance - Tuesday, 
26 March 2019 (europa.eu)

https://www.taxjustice.net/
https://eucrim.eu/news/tax-justice-report-documents-global-tax-losses/
https://www.taxjustice.net/reports/the-state-of-tax-justice-2020/
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=en&reference=2018/2121(INI)
https://www.europarl.europa.eu/doceo/document/TA-8-2019-0240_EN.html
https://www.europarl.europa.eu/doceo/document/TA-8-2019-0240_EN.html
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Recommendation 2 – Develop monitoring and guidance 

The Commission should take direct and effective actions to address the lack of quality of data 
sent by Member States, to expand its monitoring activities to cover issues that go beyond the 
transposition of the DAC legislation (such as on the spot visits in Member States and 
penalties) and develop its guidance for Member States (endorsing more risk analysis and 
better use of the tax information received).

The Commission is aware of the need to improve data quality and committed to work, with 
Member States, on the development of technological solutions. The Commission also fully 
shares the objective of having meaningful penalties, and committed to do more in terms of 
risk analysis and methods that should help to better analyse the information received.

However, limitations to the Commission’s actions can result from the analysis of the impact 
that the more intensive activities requested could have on the available resources. Also, the 
Commission points out not having direct access to the data exchanged and needs to ask 
Member States to report on the costs and benefits on a voluntary basis each time.

Recommendation 3 – Improve the quality and completeness of DAC1 and DAC2 data 

Member States should ensure that maximum benefit is obtained from the tax information 
collected and exchanged. To this aim, all DAC1 income categories should be reported and a 
system of quality and completeness checks of data and reciprocal feedback on qualitative 
aspects should be established having direct access to the data exchanged and needs to ask 
Member States to report on the costs and benefits on a voluntary basis each time.

Recommendation 4 – Make better use of received information 

Member States should use all incoming information as extensively as possible. To this end, 
they should in particular perform systematic risk analysis of information received from other 
Member States, include clear data and comprehensive summaries of the cross-border rulings 
and advance pricing arrangements and, overall, ensure that reported data is complete and of 
sufficient quality.

Recommendation 5 – Monitor the impact of information exchanges 

The Commission should establish, together with Member States, a reliable common 
framework for measuring the benefits of the system for exchange of tax information.

The Commission has accepted this recommendation and it is actually working on it in the 
context of a Fiscalis group.

However, the Commission points out not having direct access to the data exchanged and it 
needs asking Member States to report on the costs and benefits on a voluntary basis each 
time. Currently, most of the MS do not provide such data because a performance monitor 
framework at national level does not exist or, where it does, it relies on different approaches 
to measure the effectiveness of the information exchanged
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Observation for possible discussions

It would appear that the main remarks from ECA are focused on the implementation more 
than on the design of the current system of exchange ad cooperation. The effectiveness of the 
actions undertaken to implement the existing framework mainly depends on the impetus by 
the Commission’s and on the efforts of the Member States. 

Still, the EU can and should go further; joint efforts at EU and national level are crucial to 
defend the EU and national budgets from losses due to unpaid taxes. 

This is a global problem, and unilateral action by Member States would not adequately tackle 
it, potentially divergent national approaches to tackle cross-border issues can create 
loopholes, uncoordinated decisions can further encourage suboptimal response, endorsing the 
reluctance of those Member States that fear the competitive disadvantage that individual and 
not globally agreed actions could bring. 

How can the degree of consensus be stimulated and sustained?

Is it possible to develop a common standard for “malpractices” that are not “forbidden 
conducts”, such as some aggressive tax policies adopted by some Member States? 

How to better ensure that anti avoidance measures are implemented in a coordinated manner 
in all Member States, reinforcing each other's defences against abuse?

Which tools and ways can be used to provide more legal certainty to businesses, already 
tested and stressed by the Covid19 crisis?

Bank secrecy has been de facto eliminated, ownership and bearer shares are identifiable in 
every Member State and full disclosure of beneficial ownership information is being 
discussed intensively to achieve the full abolition of opaque entities and fictitious structures 
obscuring the ownership of assets. Also accounting record standards are well established and 
retention periods of reasonable duration are set across the Union: these issues have been 
explored in depth and at length for tackling tax frauds and money laundering. To which extent 
these successful achievements can impact other sensitive and equally important areas, such as 
the fight against fraud in prejudice of the EU budget, and how the experience earned in the 
tax-related field can be translated in effective improvements and successful implementation of 
fraud-prevention, fraud-detection and correction, to better protect the EU budget?  

Fragmentation, proliferation, complexity, ubiquitous incentives, lack of coherence, are 
common issues in several Member States tax systems: how can the Union intervene more 
effectively to address these issues? Could RRF and similar resources represent a stimulus to 
engage in reforms tackling the critical aspects discussed in the Special Report?


