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This policy brief has been prepared as the basis for a roundtable discussion on the EU’s role in 
what is now an accelerating area of policy reform worldwide: international taxation.  
 
Tax reform has been high on the agenda for the EU, the G20 and international organisations as 
many states seek to plug ‘fiscal leaks’ in a period of economic crisis and austerity.  
 
In the wake of the crisis the national and European welfare implications of ignoring ‘fiscal leaks’ 
has become obvious to all and made global tax reform a politically salient issue.  
 
While the EU is traditionally understood to suffer from severe collective action problems on tax 
issues, the European Savings Tax Directive has demonstrated some capacity to lead. Other 
organisations, such as the OECD, also seek to reform international taxation on issues such as 
transfer pricing and base erosion.  
 
The roundtable is intended to look at the EU’s role in this debate, as well as address the UK 
position within the policy landscape.  
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This note considers the EU and tax issues over time and within the international and national 
context. It is mostly in bullet point form to cover a wide range of policy issues that may be raised 
during the roundtable session.  
 
The aim is, quite deliberately, to place the discussion that will take place within the context of what 
the EU has achieved, what it needs to achieve given the enormity of the economic and fiscal 
issues it faces, and the constraints that exist on EU action.  
 
The note deliberately addresses background issues that are unlikely to be discussed at the 
roundtable but of which awareness is needed if discussion is to be useful, before moving on to 
consider what are, in the author’s opinion, the current major areas of taxation concern,  where they 
are located and how the EU can through research, standard setting and by changing the political 
environment both within tax and broader issues of accounting regulation, competition policy and 
the approach it takes to creating the environment in which fair competition can occur effect change 
in this area without the need to change its own administrative or tax mandate.  
 
The opinions offered are based on a decade or more of research and thinking. For the sake of 
clarity sources are not quoted here, but the opportunity for expansion of the note exists in many 
areas. 
 

 
 

The EU is not a tax authority and does not have a single universal currency. Tax law is devolved to 
state members and is fiercely protected by them. Progress on tax issues is frequently difficult 
because of the requirement that EU decision-making on the issue be unanimous.  
 
Despite that the EU has had some notable tax successes including the European Union Savings 
Tax Directive and the EU Code of Conduct on Business Taxation as well as measures on tax 
cooperation and information exchange and mutual assistance. VAT is an EU wide tax whilst 
broader opportunities for action in accounting, corporate and competition law if the will for action 
exists. 
 
There is up to €1 trillion to won by action on tax abuse, but 85% of the gains are domestic evasion, 
not international avoidance. The focus on international tax abuse has been important in putting this 
issue on the agenda, and the EU has dimensions of that agenda it needs to address, particularly 
relating to transfer pricing within the EU, tax competition issues, EU based tax havens and abusive 
tax arrangements, but to ignore more fundamental issues would now be a mistake when these 
other areas of concern are already the subject of OECD attention. 
 
The key issue for the EU is revenue raising to close deficits. If that is the case the EU has to lead 
the way in finding that money: this is the boldest statement of aims that it can have for its tax 
policy. This requires: 
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• A proper estimation of tax gaps 
• Investment in tax authorities 
• Vastly improved regulation of companies, trusts and other structures that facilitate abuse 
• Effective domestic information exchange from banks to tax authorities 
• The creation of greater transparency in the economy from multinational corporations 

downwards to expose those cheating tax systems 
• The creation of new tax reporting standards for the declaration of business income to 

remove the opportunities for tax and accounting arbitrage that undermine effective 
competition now and which provide a platform on which fair competition is built 

• Enhancing tax system design to reduce the boundaries within and between systems that 
encourage abuse. 

 
To put it another way, there is an enormous exercise in new thinking and design needed which the 
EU is ideally placed to lead to be run in parallel with a pragmatic exercise in enforcement to create 
the level playing field that has always been the basis of the European dream.  
 

 

  a. It's not a tax authority 
  b. It has no tax that it charges 
    i. Although having a VAT to EU standards is a condition of EU membership 

   c. It has only a partially applicable currency when much modern economic thinking 
suggests that tax and monetary issues are closely, and even intimately, related 

  d. Any decision it does take on tax has to be unanimous  
  i. And on issues such as the update of the EU Savings Tax Directive that 

delayed progress for many years 
  e. And yet I consider it one of the most effective agencies in the war on tax abuse that 

we have seen 
   f. And that it could do more than almost any other agency to change the nature of 

debate on tax in Europe and, maybe, well beyond 
 

 

   a. Treaty principles 
   i. Broadly applied to personal taxation  
   ii. Non- discrimination principles apply 
   b. Directives  
   i. VAT 
    • Relatively advanced hamonisation 
   ii. Corporate taxation 
    • Parent - subsidiary directive 
   iii. The EU Savings Tax Directive 
    • First and second incarnations 
   iv. Mutual assistance 
   v. Excise duties 
   c. Administrative cooperation 

 4. THE EU IS  A STRANGE PLACE WITH REGARD TO TAX 

 5. THE WEAPONS THE EU HAS AVAILABLE TO IT 
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   i. Exchange of data between members 
   ii. The Fiscalis programme of tax administration cooperation 
   d. Soft law 
   i. The EU Code of Conduct on Business Taxation 
   e. Competition law  

 i. The latest attacks on Apple, Amazon, Starbucks, etc 
  f. Policy initiatives  
   i. The Common Consolidated Corporate Tax Base  
   ii. Home state taxation 
   iii. Tax fraud and evasion initiatives 
   g. Research  
   i. A considerable output 
   ii. Impact? 
   h. Accounting Directives 
   i. The Directives could be really powerful 
   ii. Harmonisation 
   iii. Disclosure 
    • E.g. Country-by-country reporting 
   i. ECJ  
   i. A changing role 
   ii. With the Halifax case being the highpoint 
   j. Company Law Directives 
  i. At present a missed opportunity that currently provides a licensed 

opportunity for tax abuse 
   k. Trust and Foundation regulation  
    i. A massive gaping hole 
   l. International Financial Reporting Standards 
  i. Potentially advantageous but a project captured by corporate 

interests that has refused to accept the need of governments, regulators, tax 
authorities, investors and stakeholders for information on which tax can be 
assessed or liabilities appraised.  

 

 
 

a. EU tax loss to abuse may be €1 trillion (my 2013 estimate, widely quoted, including 
by the Commission) 

b. 85% is likely to be evasion 
c. Maybe 15% avoidance  
d. Most will be domestic 

i. A point very often overlooked of late 
e. There is, though, a major EU wide issue 

i. Transfer pricing is an issue on internal EU trade 
ii. Accounting and tax laws can be arbitraged within and between member 

states 
iii. There remain significant tax havens within the EU itself 

• Luxembourg 
• Ireland 
• The Netherlands 

 6. THE ISSUE 
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• Cyprus 
• Malta 
• London and its spider's web of satellites 

a. The UK Crown Dependencies 
b. The British Overseas Territories 

f. Harmful tax competition  
i. On rates 

• Ireland 
• The UK, now 

ii. On tax base 
• The worldwide v territorial conflict and arbitraging it 

iii. Allowances and reliefs 
iv. Special provisions 

• Participation exemptions 
• Patent boxes 
• Film subsidies 

v. State aid 
• Advance pricing agreements 

 

 
 

a. The EU Savings Tax Directive was the first tax haven automatic information 
exchange scheme 

b. The latest version deals with beneficial ownership and trusts incredibly well 
c. This all happened long before anyone dreamed of FATCA 
d. The Business Code of Conduct worked: incredibly powerful in impact on some 

abuses and tax havens like Jersey 
e. Tax cooperation agreements are ahead of OECD - but no one seems to notice 
f. The new use of competition law could be very effective 
g. There have then been considerable EU successes 
h. But despite these successes the EU has punched below its weight of late 

i. Because the issue has not been seen as important 
ii. Because of the need for unanimity  
iii. Because the drive of the late 1990s appears to have been lost  
iv. Because some states just kept saying No 
v. Because there has been a lack of political will to think collecting tax is the 

right thing to do 
 

 
a. Eurozone States in particular and EU member states in general are suffering: 

i. Low or no growth 
ii. Deficits  

• Not always within ECB constraints 
iii. High levels of government debt 
iv. Austerity programmes 
v. High levels of unemployment 

 7. THE EU’S EFFECTIVENESS 

 8. THE IMPERATIVE FOR CHANGE  
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vi. Low levels of investment 
vii. Limited export prospects 
viii. Dependence on government spending to stimulate growth that cannot be 

achieved within existing economic straitjackets  
b. The common need is for additional tax 

i. From 2009 to 2011 the focus was on tax havens 
ii. From 2011 until now the focus has been on the multinational corporation  
iii. The appeal of both has been the problem has been firmly located 

'elsewhere' i.e. outside the domestic agenda, even when viewed from 
Brussels 
• Small island rogue states 
• US corporations, in no small part 

iv. But my work and that of those few tax authorities who are brave enough to 
do tax gap analyses always show evasion is a bigger issue and the 
challenges are domestic as well as international  

c. Tax can fulfill the EU dream  
i. The EU is predicated on the belief that fair and open markets can meet 

needs 
ii. But fair and open markets require a level playing field 
iii. The failure to tackle tax abuse internationally is market failure 
iv. But that's also the case domestically  

• Tax abuse distorts the allocation of resources 
• Undermines fair competition 
• Creates a race to the bottom 
• Discourages investment 
• Ultimately reduces the return on capital 
• Reduces productivity because of failure to invest in people due to 

short term view it induces  
• Reduces actual and measured GDP  
• Creates a spiral of decline  
• Brings competition into disrepute  

v. The need is to make that dream possible  
 

 
 

a. The EU could transform the evironment surrounding tax 
i. This is much more important than most would think  

• Campaigners have changed tax without a single power to do so 
• The OECD changes tax without the power to enforce change 
• The UN's tax work in developing countries is in the same place  
• Even the IMF is only able to advise in many cases  
• The whole G8 / G7 / G20 initiatives are persuasive alone 
• In all cases it is the power of ideas that effects change 

b. What are the big ideas then?  
i. Two of them 
ii. Building the level playing field 
iii. Finding the money 

 

 9. FULFILLING THE DREAM  
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a. A fair tax system is the foundation of a strong economy 
b. But tax systems cannot compete: the theory of competition is predicated on the idea 

that failure is acceptable and failed states are unacceptable 
c. Tax cooperation, openness, accountability, trust and equality of treatment are 
 therefore the predicates of fair taxation 
d. How are these goals achieved in an EU context?  

i. The EU needs to build a conceptual framework for tax - and especially for 
tax on profits which is at the core of much of the evasion problem  
• This is not as hard as you might think - key elements of this are 

hidden within the CCCTB 
• Some of the CCCTB is transformational when it comes to thinking on 

taxation  
ii. Building a tax reporting framework 

• The EU has disparate accounting standards 
• The IFRS Foundation has consciously refused to engage with the 

needs of tax authorities as an issue   
• The need now is to establish a common set of tax reporting 

standards to ensure tax authorities (and others, including corporate 
management, investors, regulators and stakeholders) get the data 
they need to properly appraise tax, and assess it  

• This needs to provide a common framework for reporting across EU. 
A level playing field is not possible without it but it does not require 
common tax rates 
a. CCCTB demands this 
b. So does home state taxation 
c. The result would be common EU reporting standards, 

especially for bypass eases without third party suppliers of capital - whose 
needs are not in any event being met by many existing reporting standards 

iii. Ensuring accountability  
• There is an assumption that accountability is a burden on 

incorporated business throughout Europe and this has resulted in 
significant exemptions from regulation and disclosure of data on 
public records  

• This culture has to change. The ability to trade with limited liability 
has to be matched by an obligation to disclose the risk being 
imposed on society and the price being settled to compensate for 
that risk exposure - which is tax  

• This demands that all accounts - meeting EU tax reporting standards 
- must be published in full on readily accessible public registers. 
Disclosure of beneficial ownership is a key part of this 

• Similar arrangements must extend to trusts and foundations 
• Full country-by-country reporting is essential for all   multinational 

corporations 
iv. Overcoming abuse 

• General anti-abuse rules to be the norm 
• Purposive tax legislation to assist legal interpretation is essential 

 10. BUILDING THE LEVEL PLAYING FIELD  
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• Regulation of advisers to impose liability on tax scheme creators, 
endorsers and vendors is vital 

• Legal protection against claim for failing to mitigate tax liability 
essential to protect professional advisers who refuse to sell tax 
abuse schemes is needed  

• Regulatory bodies for tax professionals must be required to take 
involvement in tax abuse by their members considerably more 
seriously 

v. Designing integration of tax systems 
• Horizontal equity 

a. So that income from differing causes gives rise to similar total 
tax liabilities  

b. Big risk areas: 
i. Labour income v investment income 
ii. Payroll and social security contributions  
iii. Corporate tax rates v personal tax rates  

• Vertical equity 
a. Failure to deliver progressive taxation 
b. Big risk areas: 

i. Income tax v capital gains 
ii. The absence of effective wealth taxation 
iii. Interactions between benefits and taxation 
iv. Relief for indirect taxes on those with low earnings 

 

 
 

a. Limited progress is being made with multinational companies 
i. E.g. Country-by-country reporting 
ii. But it's not on public record and so delivers little pressure for change or any 

measure of effectiveness - or pressure at a corporate level to evidence 
compliance, which is fundamental.   

b. Some progress is being made on automatic information exchange  
i. But this dependent on knowing beneficial ownership 
ii. There is a massive kick back on identifying beneficial ownership let alone 

having it on public record - which is needed to ensure effective monitoring  
iii. The success of current progress is not yet known 

c. But the biggest issues are domestic 
i. We allow companies completely unregulated access to limited liability - 

which provides the easiest cover for tax abuse 
ii. Company regulation is weak  

• 400,000 UK companies disappear without trace each year 
• Of the 3 million companies in the UK less than 2 million are asked for 

tax returns 
a. Several hundred thousand do not submit them even then 
b. Only about 1.1 million admit to taxable income 
c. Less than a million pay fax 

d. What do the rest do? 

 11. FINDING THE MONEY  
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e. Can we now tolerate up governed tax systems with so many unanswered 
questions? 
iii. Very few EU companies have made attempts to estimate their tax gaps 

• Those that do - like the UK's HM Revenue & Customs - use a bottom 
up methodology based on tax returns received that is bound to 
underestimate tax gaps because tax evaders try to operate outside 
the system 

• How can anyone manage a tax system without knowing how much it 
might be trying to collect? 

• The EU could and should develop better methodologies on this issue 
and require that they be used 

iv. Domestic automatic information exchange systems are far too weak in many 
EU countries 
• By 2016 it will be easier for UK tax authorities to get information on a 

UK controlled company in Cayman than it will be on one in 
Manchester 

• The EU must create automatic exchange from banks to tax 
authorities within all member states on bank ownership and trading 
and on all suspected self employed persons. Nothing might do more 
to beat tax evasion than this 

v. More investment in data is needed by tax authorities 
• Credit 
• Assets 

a. Cars 
b. Property 
c. Investments  
d. Travel 

Libertarian thinking has prevented this but trade offs have to 
be made 

vi. But most of all, we need Investment in people, training and systems to do 
this invaluable job - and this requires a change of attitude from politicians 
who consider that tax collection is a cost, not a revenue generating activity 

 

 
 
Richard Murphy (56) is a UK chartered accountant. He was senior partner of a practicing firm and 
director of a number of entrepreneurial companies before becoming one of the founders of the Tax 
Justice Network in 2002. He now directs Tax Research UK and writes, broadcasts and blogs 
extensively, the latter at http://www.taxresearch.org.uk/Blog/.  
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Tax Havens: How Globalisation Really Works, Cornell University Press 2010 and sole author of 
The Courageous State, Searching Finance, 2011 and Over here and under taxed: the story of 
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