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MOTION FOR A EUROPEAN PARLIAMENT RESOLUTION

on the contribution of taxation and customs policies to the Lisbon Strategy
(2007/XXXX(INI))

The European Parliament,

– having regard to the Communication from the Commission to the Council and the 
European Parliament on 'The contribution of taxation and customs policies to the Lisbon 
Strategy' (COM(2005)0532),

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Coordinating Member 
States' direct tax systems in the internal market' (COM(2006)0823),

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Exit taxation and the 
need for coordination of Member States' tax policies' (COM(2006)0825),

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Towards a more 
effective use of tax incentives in favour of R&D' (COM(2006)0728),

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Implementing the 
Community Lisbon Programme: progress to date and next steps towards a common 
consolidated corporate tax base (CCCTB)' (COM(2006)0157),

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Tax treatment of losses 
in cross-border situations' (COM(2006)0824),

– having regard to its resolution of 10 March 2005 on the proposal for a Council directive 
amending Directive 90/434/EEC of 23 July 1990 on the common system of taxation 
applicable to mergers, divisions, transfers of assets and exchanges of shares concerning 
companies of different Member States1,

– having regard to its resolution of 13 December 2005 on taxation of undertakings in the 
European Union: a common consolidated corporate tax base2,

– having regard to the informal meeting of Economics and Finance Ministers (Ecofin 
Council) of 10 and 11 September 2004 and the informal Ecofin Council meeting of 7 and 
8 April 2006,

– having regard to the Communication from the Commission to the Council, the European 
Parliament and the European Economic and Social Committee on 'Tackling the 
corporation tax obstacles of small and medium-sized enterprises in the internal market -

  
1 OJ C 102 E of 28.4.2004, p. 569.
2 Texts adopted, P6_TA(2005)0511.
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outline of a possible home state taxation pilot scheme' (COM(2005)0702),

– having regard to the Commission's 'European Tax Survey'1 of 10 September 2004,

– having regard to the conclusions of the Presidency of the Lisbon European Council of 23 
and 24 March 2000, the Stockholm European Council of 23 and 24 March 2001, the 
Barcelona European Council of 15 and 16 March 2002 and the Brussels European 
Councils of 22 and 23 March 2005, 15 and 16 December 2005 and 23 and 24 March 2006,

– having regard to the OECD report of 1998 on harmful tax competition,

– having regard to Rules 113 and 45 of its Rules of Procedure,

– having regard to the report of the Committee on Economic and Monetary Affairs
(A6-0000/2007),

A. whereas national tax systems have been placed under considerable strains by the 
liberalisation of capital movements and the globalisation of the economy,

B. whereas the existence of 27 different tax systems in the EU creates significant 
opportunities for tax evasion,

C. whereas tax competition in the EU has led - and continues to lead -to the tax burden being 
shifted from the mobile factors of the economy (capital) to the less mobile factors
(employment and consumption), with the result that the tax burden on employees and 
consumers continually increases, while the proportion of tax revenues contributed by 
undertakings, those deriving income from capital and top earners is declining,

D. whereas the objectives of the Lisbon Strategy are being stymied by a fiscal policy which 
exacerbates social inequality, increases the cost of job creation and reduces consumer 
demand,

E. whereas the tax revenue lost by fraud and tax evasion amounts to between € 200 and 250 
billion for VAT alone,

F. whereas some 9% of the population of the 15 longer-standing EU Member States own just 
over 60% of private wealth,

The contribution of taxation policy to the Lisbon Strategy

1. Notes that corporation tax rates have fallen more sharply in the EU than in other OECD 
countries;

2. Shares the Commission's concern that 'lack of coordination between direct tax systems 
may also lead to unintended non-taxation or abuse and, hence, erosion of tax revenues' 
(COM(2006)0823);

3. Regards it as necessary, in order to foster growth and employment, to curb tax 

  
1 EU tax survey, working paper No 3/2004 (SEC(2004)1128/2).
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competition, reduce the tax burden on employees and consumers and ensure that 
businesses and those deriving income from capital once again make a greater contribution 
to financing public services and transfers;

4. Welcomes the Commission's intention to develop solutions for problems arising from 
transfer pricing rules in the EU;

5. Believes that there is a risk that the Commission's proposed pilot project to apply the 
principle of home state taxation to corporation tax paid by SMUs will further exacerbate 
tax competition, as it will induce Member States to encourage SMUs to set up business on 
their territory by lowering tax rates and devising the most attractive assessment bases;

6. Draws attention to the immense damage caused in the EU by tax fraud and urges the 
Commission and the Member States to take further action to combat tax fraud;

7. Considers that VAT relief for community-oriented public or semi-public undertakings 
must be retained, as otherwise the financial burden will fall more especially on poorer 
households;

8. Calls on the Member States to seek to ensure greater fairness in distribution by imposing 
(higher) taxes on financial transactions; stresses that significant additional revenues could 
be generated by levying a tax on all financial transactions involving shares, loans, 
currencies and derivatives;

9. Criticises the upwards trend of VAT rates in the EU, which has a regressive effect and 
reduces demand; calls, instead, for higher taxes to be imposed on luxury goods; stresses 
that higher taxes on wealth could help to bring public budgets under control;

10. Supports the Commission's efforts to gear fiscal policy towards more ambitious 
environmental objectives; considers, however, that action must be taken to avoid placing 
an even greater burden on poorer households; considers, moreover, that higher fuel taxes 
can only have the effect of encouraging more environmentally sustainable options if 
inexpensive and attractive public transport is available;

11. Believes that fiscal policy should contribute to requiring industry to internalise external 
costs; consequently believes it is necessary to abolish the many tax advantages available 
to nuclear power plant operators; considers it appropriate to retain or introduce tax 
incentives to promote alternative energy sources;

12. Considers that the directive on the taxation of commercial diesel must be altered to 
combat the trend for goods traffic to be switched to road transport; declares itself in favour 
of abolishing existing derogations which enable even the lowest tax thresholds to be 
undercut in some Member States;

Common consolidated corporate tax base

13. Supports the Commission's efforts to establish a pan-European and uniform consolidated
corporate tax base (CCCTB); notes, however, that there is a risk that the introduction of 
greater transparency in tax assessment bases will result in differing corporation tax rates 
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playing an even more important role and further exacerbating tax competition; regards it
as necessary, therefore, for Member States to cooperate more closely on tax matters, agree 
on minimum rates for corporation tax and, in the long term, harmonise corporation tax 
rates upwards;

14. Welcomes the Commission's view that the new tax base must be uniform, simplify the 
situation and lead to the tax assessment base being widened, as it will be possible to 
stabilise tax revenues by abolishing special rules and concessions;

Towards a more effective use of tax incentives in favour of research and development

15. Considers that tax incentives to encourage research and development must not be used as 
indirect subsidies for big firms;

16. Regrets that, in its Communication, the Commission endorsed the finding of the European 
Court of Justice in the Laboratoires Fournier Case1 that legislative provisions whereby 
tax credits for research and development were provided only for R&D activities in the 
home state were incompatible with the principle of freedom to provide services; regards 
this ruling by the European Court of Justice as an unreasonable additional burden on 
individual Member States' fiscal supervision;

17. Supports the position held by several Member States that imposing restrictions on the 
scope of such measures is justified in order to prevent tax incentives for R&D from 
depleting tax revenues;

Exit taxation

18. Regards the European Court of Justice's ruling in the de Lasteyrie Case that unrealised 
increases in the value of securities should not be subject to immediate taxation when
taxpayers move their tax residence to another Member State as an undue restriction of 
Member States' rights to impose exit taxation, as it makes it considerably more difficult -
if not impossible - to recover this tax;

19. Supports the Commission's view that, when assets are transferred to a third country, it is 
justified on the grounds of the lack of administrative cooperation for taxes to be payable 
immediately at the time of exit;

Tax treatment of losses in cross-border situations

20. Regards the ruling of the European Court of Justice in the Marks & Spencer Case2 as 
interfering unreasonably in Member States' right to protect their tax system from being 
weakened; believes that, in cross-border situations, fiscal competence must be fairly 
distributed between Member States, losses may not be offset twice and the risk of tax 
avoidance must be excluded;

21. Considers that there is a risk that allowing cross-border loss relief will prompt firms to 
ensure their profits are taxed in low-taxing, rather than high-taxing, countries;

  
1 C39/04.
2 Case C-446/03 Marks & Spencer (2005).
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22. Considers that it is justified to allow cross-border loss relief only in the case of genuinely
interconnected parts of a company, in other words, where they are integrated in economic 
and organisational terms;

23. Does not regard the Commission communication as an appropriate basis for further 
discussion, as it cannot provide any far-reaching answers to the problem of profit 
transfers;

24. Instructs its President to forward this resolution to the Council and the Commission.
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EXPLANATORY STATEMENT

Objectives of taxation policy

Taxation can contribute to growth, prosperity and social cohesion via three channels. First and 
most elementary, the taxation system must be capable of raising sufficient revenues to finance 
a qualitatively high level of public services and social transfers. Secondly, taxation should 
create incentives aimed at guiding economic decisions in the direction of higher employment 
and more economical and sustainable use of natural resources. Thirdly, taxation always has 
the effect of redistributing income; it should do so in a way which strengthens effective 
demand and social balance while compressing the range of income distribution. 

The communications of the Commission explicitly refer to the first two targets while 
completely neglecting the distributional aspect of taxation. At the same time, the taxation 
systems in the EU Member States have changed mostly fundamentally in the latter respect in 
recent years. A fiscal policy that boosts inequality and stifles demand will definitely not help 
to produce a dynamically growing economic region as called for in the Lisbon Strategy. 

Consequences of tax competition

The rapporteur shares the Commission's concern that 'lack of coordination between direct tax 
systems may also lead to unintended non-taxation or abuse and, hence, erosion of tax 
revenues' (COM(2006) 823). 

Without EU-wide coordination in respect of direct taxation, it will hardly be possible to regain 
room for political manoeuvre to shape taxation policy. 

The removal of controls on capital movements and the development of tax havens began to 
place pressure on countries levying higher taxes on company profits as far back as the 1970s. 
The existence of 27 different tax systems in the EU internal market, together with complete 
freedom of movement of capital, means that companies operating across borders can choose 
from a whole range of possible tax avoidance strategies. Popular practices in this field include 
the use of group-internal transfer prices which transfer profits from the accounts of branches 
in countries applying high rates of tax to lower-taxing countries, or the setting up financing 
companies in tax havens which can provide credit financing for investment projects 
throughout the world. 

These and similar ploys lead to increasingly significant revenue losses for countries with high 
levels of corporation tax. If companies transfer not only accounting profits but also productive 
investment for tax reasons, additional pressure to harmonise tax rates downwards is 
generated. This is the process known as 'tax competition'. It is not confined to the field of 
corporate taxation. Since financial wealth is much more mobile than productively invested 
capital, taxes on personal wealth and capital income are subject to the same downward 
pressure. 

Labour is, as rule, less mobile than capital, and high-paid labour tends to be more mobile than 
the mass of the workforce. One particularly non-mobile source of taxation is consumption, 
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particularly the consumption of basic goods and services. It is only to be expected, therefore, 
that the existence of differing tax systems in a liberalised internal market is leading to a 
radical change in the structure of national tax systems. The mobile factors can exert enough 
pressure to blackmail governments into ever more generous reductions in the taxes to which 
they are subject, while public revenues are maintained by placing an ever-greater burden on 
less mobile tax sources. So taxes are switched from corporate to private income, from capital 
to labour income, from highly-paid to lower-paid labour and, generally, from taxing income 
and wealth to taxing consumption.

Evolution of taxes in the EU

The trends in taxation systems in recent years show that this process has indeed occurred. The 
average rate of taxation of corporate profits has fallen sharply. Since 1995, it declined by 
almost ten percentage points in the longer-standing EU Member States (EU-15), from 38% to 
29.5%. Even the countries of eastern Europe, which in 1995 already had low rates of 
corporate tax, have systematically reduced their tax rates further.

(Figure 1) 

Figure 1. Source: EU Commission (2006)

The process is far from having been stopped yet. Germany is now preparing the next 
corporate tax reform, pushing down its tax rate below 30%. Denmark plans to reduce its 
statutory rate from 28 to 22%. These steps will certainly intensify the pressure on other 
countries. Since 'high-tax location' is a relative term, a race to the bottom is not unlikely. 

Admittedly, it has often been argued that the cuts in corporate tax rates have been 
compensated by measures that broaden the tax base. But not just statutory tax rates, but also 
effective tax rates have declined further since the mid-80s. Since 1995 the Commission has 
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calculated for all EU countries so called 'implicit tax rates' (ITR) for capital, labour and 
consumption. The implicit tax rate for capital averaged 29.9% for the EU-15 in 2003, well 
below the ITR for labour, which was 36%. There are considerable differences between 
implicit tax rates on capital across Europe. At the upper end of the scale are countries like 
France and Denmark, with a capital ITR of 37 to 35%. Germany's capital ITR is well below
average, at 21%. In the more recent east European Member States, capital ITR is 14%. Figure 
3 shows trends in ITR over time for EU-15, EU-25, the new Member States and Germany. 

Figure 3. Source: EU Commission (2006)

These implicit rates of tax on capital supplied by the Commission must, however, be 
approached and interpreted with caution. They provide a rough means of comparing 
countries. Comparing trends in ITRs over time can be misleading, however, as the ITR 
significantly overestimates the real rate of tax on capital at times of booming stock exchanges 
and financial markets.

In addition to corporate profits, the tax burden on private capital income is also being steadily 
lightened. This is demonstrated by the EU-wide trend towards a dual system of income 
taxation. Consequently, income from interest and dividends is no longer taxed progressively, 
but subject to a fixed-rate 'flat tax' set far below the top rates of tax on earned income. Since 
capital income is much more concentrated than labour income, the introduction of a dual
system of income tax amounts to a large measure of tax relief in favour of the wealthiest. 

However, there have also been significant changes in the EU in relation to the taxation of 
income from employment. While the average rate of tax on income from employment has 
been largely unchanged for the last ten years, there has been a change in the proportion of 
taxes provided by the various income groups. In many countries, the top rates of income tax 
have been reduced in recent years. There has been an average fall of 4.7% since 1998 in the 
top rate of tax on personal income in the EU-15 countries. Reductions of this kind confirm the 
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shift in the tax burden from high- to low-income earners. Several eastern European countries 
have introduced a flat tax on all personal income. The tax segment that has grown most 
sharply since the mid-90s across the EU is indirect taxation, and above all VAT. In particular, 
Member Stats with below-average VAT rates have used the corridor of between 15 and 25% 
allowed under Community law to move towards the upper limit of the spectrum (Figure 4). 

Figure 4. Source: EU Commission (2006)

In addition to VAT, most EU countries have introduced or increased 'eco-taxes' on electricity, 
gas, petrol and heating oil. To the extent that these taxes increased the cost of energy use for 
industry, they can be said to have had a positive environmental effect. However, as a rule 
industrial undertakings were provided with generous derogations, while private households 
bore the full brunt of the taxes. In these circumstances, the effect of the so-called 'green' taxes 
is to place a particular burden on low-earners, as poorer households spend a higher proportion 
of their income on energy and heating costs. Also, higher taxes on petrol only have a 
beneficial impact on the environment if inexpensive and attractive public transport 
alternatives are available. Otherwise their only effect is to tax consumption, with the usual 
regressive effect. 

The Commission's view that 'a shift from labour to consumption and/or pollution taxes could 
help […] to increase employment levels' (COM(2005) 532), is not, therefore, convincing.

The consequences of tax competition in the EU are therefore not so much a decline in total tax 
revenues as a structural change in tax systems. This change primarily effects the way tax is 
distributed. All the changes mentioned have the effect of reducing the tax burden on higher 
income earners, while the tax burden is increasing at the opposite end of the income scale. 
This result is the effect of lowering corporation tax, cutting top income tax rates and 
switching to a dual income tax system, and of the general shift of emphasis from direct to 
indirect taxation. The tax system, instead of reducing social inequalities, is deepening the 
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chasm between rich and poor. 

There is therefore no justification for distinguishing between 'harmful' and 'beneficial' tax 
competition. Redistributing income upwards is harmful in any event. It undermines social 
equilibrium, reduces effective demand and leads to unused capacities, low growth and high 
unemployment. 

In the long run, a regressive restructuring of the tax system is also likely to diminish public 
revenues. Actually, total tax revenues have declined since the end of the 1990s. (Figure 5) If
this trend continues, the funding of essential public services and public investment will be at 
risk.
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National sovereignty in tax issues, however, is not only undermined by market forces. The EU 
Treaty, while not covering direct taxation, still restricts the tax policies of the Member States 
with its provisions. Hence, in recent years, companies have increasingly taken governments to 
court claiming that national tax laws were breaching European law. With its rulings the ECJ 
has created a pernicious body of European tax law that has contributed to the erosion of 
national tax revenues by increasingly outlawing national provisions. 

The introduction of a tax system that contributes to growth, employment and social balance 
requires coordination between EU Member States to reverse the trends of the last two 
decades.
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