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Why fair taxation is part of the solution to the global economic and financial crisis 
 
As the leading voice in Europe for public service workers, EPSU is well-placed to contribute to the 
growing demands for a serious rethink of fundamentals about taxation. We have a key role in 
ensuring that taxes are fairly applied and used for the common good and that our voice is heard 
including in the circles of central bankers and finance ministries. 
 
Fair and well-designed tax systems are the lifeline of public services and infrastructures. They are 
critical to fighting poverty and creating cohesive societies based on a fair redistribution of income and 
wealth. The arguments that run counter to tax fairness go hand in hand with the pressure to 
deregulate and privatise public services.  
 
The link between taxation, quality of public services and the welfare state is also essential to 
legitimise governments’ tax policies. When taxation systems benefit the wealthiest and fail to fund 
and develop public services, tax legitimacy falls. Our call for fair and sufficient tax is therefore firmly 
grounded on effective public service delivery and social protection that are essential to citizens and 
business. Many needs have yet to be better addressed by public services, it is a mistake to think that 
these demands can be reduced by increasing individual responsibility. 
 
In 2000, the EPSU Tax Charter pressed for fair and progressive taxation including a Tobin Tax, 
shifting tax from labour to capital, environmental taxes, and more resources for tax collection services 
to combat tax fraud as well as stronger information and consultation rights.  

In 2009, the Congress resolution on the crisis called, as priorities, for “closing tax havens, tackling tax 
fraud and corruption in an attempt to rebalance Social Europe” and counteract the social 
consequences of unemployment. In fact, there is evidence that low-tax countries (Greece, Ireland, 
Latvia and Lithuania) have been more affected by the crisis.  Whilst some fiscal measures have been 
introduced by governments, an EU coordinated response should address and redress the following 
worrying trends:  
 

 Fall of progressive taxation and rise of unfair taxes- the rich pay less, the poor pay more 
 

While in the first half of the 19th century the flat tax rate was the norm in the industrialising states, 
progressive tax systems were introduced as a response to the 1929 crisis. The Commission’s latest 
report on taxation trends in the EU shows that  between 1995 and 2009, on average the tax rate on 
corporate income has reduced from 35.3% to 23.5%, below the rates in the US and Japan. This 
radical reduction of corporate tax rates, especially in the new member states (except Malta), Ireland 
and Greece, has intensified and increased pressure on other countries.  Promotion of growth-focused 
taxation, at EU and global level1, together with reduced structural funds following EU 2004 and 2007 
enlargements, is a key explanation in an attempt to attract investment and gain a competitive edge. 
The top tax rate on personal income has also decreased from 47.3% to 37.8%. Over the same 
period, the tax rate on labour has remained stable at about 34%. Taxation on consumption (VAT and 
excise duties) which applies to all regardless of one’s ability to pay has been on an uptrend in most 
EU countries since 2001. In brief, corporate profits and top income earners are increasingly less 
taxed to the detriment of the low and middle-income earners.  
 

 Tax fraud and tax havens 
 

Despite some progress at the OECD and G20, there is a lack of real teeth to combat tax fraud and 
the focus instead is on cuts in public spending including tax collecting services. The European 
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Commission estimates that tax fraud, amounts to at least 250 Billion € at EU level, or between 2 and 
2.5% of GDP or 5 times the amount of EU development aid in 2008. In addition, privatisation and 
Public-Private Partnerships shift hard-earned tax revenue away from serving the public interest into 
filling the pockets of private company shareholders2.Tax fraud is mainly skilfully operated by large 
companies. According to the European Parliament, about a third of the 700 biggest UK corporations 
did not pay tax in 2005-6 and France’s biggest corporations pay 8% tax on real average benefits, 
whereas official tax rate is 33%3. Only 5% of cross-border claims are recovered in the EU4.   
According to the OECD, tax havens are now hosting an estimated 1 billion US dollar of private 
capital, a figure 5 times higher than 20 years ago. This amount comes from more than 1 million 
companies, particularly from the US and the EU, as well as complex financial products including 
financial institutions’ off-balance sheets liabilities that have contributed to the crisis5. Reclaiming tax 
losses represents a major economic, social and sustainable development challenge.6  
 

 EU policy on taxation and quality public finance 
  

The Commission’s fiscal proposals on savings and on administration cooperation with a view to 
abolish bank secrecy between the fiscal authorities are steps in the right direction. However, these 
are undermined by the Commission’s broader agenda on quality public finance that advocates a 
small public sector as the best route for competitiveness and its increasing interventions to reduce 
public sector pay as part of the crisis solution. The correlation between underfunded/staffed tax 
collecting public services and the failure to fight tax evasion is not being made. The Commission’s 
support for a bigger shift of the revenue-base from income taxes to less “distortive” taxes, must be 
reassessed7.  
 
Direct taxes remain in essence within the member states’ responsibility in so far as they comply with 
competition and non-discrimination rules. Accordingly, in the absence of a common taxation policy, 
except on VAT, decisions are left to the European Court of Justice. An increasing case-law seeks to 
remove tax obstacles to competition with little consideration for social objectives and fairness of 
taxation regimes. Coupled with the EU promotion of a slim state where the tax rate should be 
generally low, risks of increasing pressure on public revenues are high.  

 
EPSU’s 5 demands 
 
European principles on fair and progressive taxation and fight against tax evasion are necessary to 
build social Europe: 
 
1. Fair progressive taxation as the rule. As a matter of urgency, the appropriate level of and 

balance between direct, progressive and indirect taxes must be revised. The principle whereby 
the more you earn the more you pay tax should guide taxation policy, including environmental 
taxes. Capital and profits should be taxed more than labour and revenues invested in for the 
general interest. Direct taxes allow greater redistribution as it is impossible to introduce 
progressivity in indirect taxes. A level playing field will also help curb fiscal dumping. It will put an 
end to the current situation whereby the Commission does not consider a flat tax rate, low 
corporate tax and low top personal income taxes as “harmful taxes” for a social market economy, 
the new definition of the EU according to the Lisbon Treaty. 
 

2. EU common strategy to increase tax paid by large companies. Previous unsuccessful 
attempts to address the corporate tax base in the European Union should be seriously 
reconsidered. A common strategy on tax on corporate profits makes sense in view of the soaring 
profits and falling wages in the EU GDP and intensification of fiscal competition. Given that the 

                                                 
2 EPSU-commissioned PSIRU report More public rescues for more private finance failures - a critique of the EC Communication on PPPs,  
March 2010 
3 EP report Good governance in tax matters,02.02.2010, http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&reference=A7-
2010-0007&language=EN  
4 Whether this is due to tax evasion, that is illegal, or tax avoidance, that is in the main legal, may be beside the point. The question is the 
extent to which the welfare state and indeed potential for sustainable development are restricted by actual reductions in tax paid. 
5 EP report 
6 A third of tax losses  could help provide access to essential public services (drinking water, basic education and healthcare including 
sexual reproduction services) in poverty-stricken countries according to UN estimates 
7 László Kovács, previous EU Commissioner for Taxation,  2009 Tax Forum, 
http://ec.europa.eu/taxation_customs/resources/documents/taxation/gen_info/conferences/taxforum2009/closing_Kovacs.pdf   
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internal market has benefited the most companies with cross-border activities, it would be logical 
to address taxation on the latter’s profits. Such a tax would be simple to administer as it exists in 
all EU countries albeit at very different rates. It would yield revenues for a social Europe. Indeed 
despite the radical cuts in rates, revenues from corporate income tax have been growing since 
20038, due to the increase of profits, fuelled by the financial sector boom before the crisis. That a 
fairer share of these profits is recycled across the EU would make sense.  Lastly, targeting 
corporate tax would help address the concerns of the Commission and businesses about double 
taxation9 and allow longer term planning.  
 

3. Tax compliance as part of corporate social responsibility. Tax evasion conflicts with 
principles of justice and solidarity. Surprisingly, tax is the forgotten element in the corporate social 
responsibility debate. Corporate responsibility starts with paying tax.  Accordingly, companies that 
are not up to date with tax payments should be barred from state and EU subsidies and from 
taking part in public procurement processes. An obligation for multinational companies to provide 
details in their annual reports of activities, revenue and taxes paid per country is the logical 
corollary to achieve this objective. It would also help reduce tax avoidance, whereby companies 
exploit legal loopholes governments should try to close, or at least limit.  In a recent 
Communication on tax governance in developing countries10, the Commission has pledged to 
look at how to introduce compulsory reporting country-by-country of governance data in 
companies’ annual accounts. This is welcome. At present tax information is only available at 
regional or continental level which facilitates lowering tax liability in developing countries through 
transfer pricing practices. This results in illegal money flowing from developing countries to tax 
havens. Recollecting this money can make a difference between life and death. 
 

4. Solidarity tax on all financial transactions. Compared to 2000, a consensus is now emerging 
in favour of such a tax. The ETUC and the Party of European Socialists11have launched a 
campaign in favour of a Tobin Tax and the forthcoming Belgian EU presidency has promised to 
put it on the table. The basic principle of taking from the rich to give to the poor seems to gain 
renewed support. Even set at a very low level a Tobin tax on financial transactions would yield 
substantial revenues, and contribute to regulating those transactions, a majority of which do not 
finance the real economy. A part of the tax collected should be earmarked for social objectives. 
Whilst by definition this tax should be global and the EU should voice strong support in 
international fora, research indicates that it is viable, as a first step, to introduce it at EU or €zone 
level.  In addition, recent discussions at the International Monetary Fund on the introduction of a 
special bank levy on financial products are welcome providing that it does not result in higher 
bank prices and the final bill passed on to taxpayers, again. 

 
5. Tax governance. We agree, as stated in the Commission’s communication on promoting good 

governance in tax matters (2009), that transparency, exchange of information and fair tax 
competition are important principles, but they are not enough. A fair tax regime requires good 
administrative capacity of tax services, including enough staffing, training and IT equipment that 
can match the sophistication level of tax evasion. The establishment of a European anti-fraud 
agency with cross-border authority and a capacity to act upon and redress complaints would be a 
complementary instrument, providing it can rely on well-resourced national tax collecting services. 
A real and effective social dialogue at EU level on quality public finance matters, including both 
on levels of tax and public spending and monitoring of private debt, linked to the EU macro-
economic dialogue, must be central to the Commission’s good governance plans. The best 
governance model in taxation matters is one that acknowledges and strengthens public services 
in the EU and outside and that promotes local and regional autonomy and responsibility.  Hence 
the need for an EU positive legal framework on public services as called for by EPSU. 

 
If there is only one positive effect of the crisis it is that the unions’ demand for fairness has moved 
more clearly centre-stage. EPSU seeks to seize this opportunity to make fair taxation top priority in 
Europe. 

                                                 
8 European Commission, taxation trends in the EU, main results, 2009 edition 
9 Austrian Chamber of Labour,  Corporate Taxation in the EU – Tax competition and tax harmonisation,  2009 
10 21.04.2010 Communication (2010) 163, cooperating with developing countries on promoting good tax governance 
11 See http://www.pes.org/en/financial-transaction-tax/pes-european-day-of-action and  http://www.etuc.org/a/7147 


