
 

VAT reform: how MEPs intend to tackle the €50
billion a year fraud
 
Fraud involving VAT on goods exported  to other member states costs EU tax payers an
estimated €50 billion a year. The European Commission has come up with an action plan
to clamp down on VAT fraud and update current VAT rules that have been left unchanged
since 1993. MEPs debate the action plan on Wednesday 23 November and vote on it the
following day. Read on to find out more about Parliament's position and watch our video
for an explanation of how VAT fraud works.
 
Parliament's position
 
German EPP member Werner Langen, who is responsible for steering the new rules through
Parliament., said there were two main goals: "The first is finding a definitive VAT system,
because for the last 23 years we've only had a transitional system. The second and more
important goal is fighting VAT fraud which happens on a substantial scale."
 
His report calls for a future VAT system based on the principle of taxing in the country that is the
final destination of the goods and services in question. It also states that the most efficient way
to tackle fraud is to have a simple VAT system with a rate that is as low as possible as well as
fewer exemptions.
 
Langen also calls on the Commission to carefully study the consequences of a system to make
the customer rather than the supplier responsible for paying VAT and to examine whether this
will reduce VAT fraud and simplify the situation for small and medium-sized enterprises.
 
How VAT fraud takes place
 
VAT has to be paid in the country where the customer lives so if you sell goods to someone in
another member state you don't have to pay VAT on them in your own country.
 
It's possible to take advantage of this exemption by creating a fictitious company that buys VAT-
free goods from another member state and then sells them with VAT in its own country before
disappearing to avoid passing on the VAT to the tax authorities.
 
MEPs debate the report on Wednesday 23 November at about 17.00 CET. Watch it live online
here.

Article
23-11-2016 - 15:02
Reference No: 20161118STO51776

EN Directorate General for Communication
European Parliament - Spokesperson: Jaume Duch Guillot
Contact: webmaster@europarl.eu

1 I 3

http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&mode=XML&reference=A8-2016-0307&language=EN
http://www.europarl.europa.eu/plenary/en/home.html
http://www.europarl.europa.eu/plenary/en/home.html


 
 
Value added tax in the EU
• VAT revenue nearly €1 trillion, corresponding to 7% of the EU's gross domestic product
(2014)

• Fraud and failure to collect VAT results in an estimated €168 billion loss in revenue (2013)

• Cross-border fraud itself amounts to an estimated €50 billion

Find out more
Procedure file
Watch the plenary debate live on Wednesday 23 November from 17.00 CET
Plenary schedule
Werner Langen
Taxation top story
European Commission action plan on VAT
Loss of VAT revenue by member state
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http://www.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=&reference=2016/2033%28INI%29
http://www.europarl.europa.eu/plenary/en/home.html
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+AGENDA+20161121+SYN+DOC+XML+V0//EN
http://www.europarl.europa.eu/meps/en/1928/WERNER_LANGEN_home.html
http://www.europarl.europa.eu/news/en/top-stories/20150318TST35503/fairer-corporate-taxation
http://ec.europa.eu/taxation_customs/business/vat/action-plan-vat_en
https://ec.europa.eu/taxation_customs/business/tax-cooperation-control/vat-gap_en


Taxation levels across the EU. Click on it to see a larger version of the infographic.

http://www.europarltv.europa.eu/en/player.aspx?pid=efbc918c-7fe7-4ec2-ac2b-a6c500c47f69
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