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Taxation policies and incentives are in the hands of the Member States, with the EU having 
only limited competences. If well designed, these might be useful to promote regional 
development. Nonetheless, any tax incentive or tax policy must avoid creating tax loopholes 
that may be used for aggressive tax planning and must comply with State aid rules. However, 
at this stage, there is no toolbox that the Commission can propose to Member States.

To fight harmful tax practices in the single market, the EU has put in place a legal framework 
against tax avoidance, including the Anti-Tax Avoidance Directive 2016/11641, as well as the 
Directive 2011/16 on Administrative Cooperation in the field of taxation2. The Directive was 
amended several times extending the scope of information exchanged between tax authorities 
of Member States improving administrative tax cooperation and countering tax fraud/tax 
evasion. In parallel, the Code of Conduct Group (Business Taxation) allows Member States to 
keep track and review any potentially harmful tax measures of other Member States.

Finally, on 22 December 2021, the Commission proposed a Directive for the implementation 
of the global agreement on minimum effective taxation in the EU3. This will push the 
Member States to increase minimum taxation for multinational enterprises and their 
subsidiaries.

As per its Communication on Business Taxation for the 21st Century4, the Commission will 
propose the ‘Business in Europe: Framework for Income Taxation’ (or BEFIT) to provide a 
single corporate tax rulebook for the EU and minimise tax avoidance opportunities.
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