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EC action plan against tax fraud: Good on the plan, weak on the actions 
 

EPSU comments - Executive Committee 16-17 April 2013 

 
Tax is the price we pay for the public services and goods we all need. In the 80s, Leona 
Helmsley, one of the wealthiest US citizens at the time, condemned to prison for tax dodging 
said: We don't pay taxes. Only the little people pay taxes. This is the very logic that must be 
combated, which since the 80s, was facilitated by the deregulation of financial services.   
 
Today, however, what is new is the popular support to stop tax evaders after 5 years of 
unjust and unjustified public spending cuts, unabated wealth accumulation much of which 
hidden in tax havens. Last November, building upon national tax justice campaigns, EPSU 
launched a campaign against tax fraud “Europe’s missing €1 trillion: we want it back ” as part 
of our alternatives to austerity. It seeks to raise awareness on the scale and unfairness of tax 
fraud and avoidance and achieve long-term solutions with the involvement of tax employees 
organised by EPSU affiliates. 
 
On 6 December 2012 the Commission published an action plan against tax fraud and 
evasion consisting of 34 measures including (non EU) tax havens and aggressive tax 
planning 1 . It follows on from recommendations to 10 member states to improve tax 
compliance as part of their national economic reform programmes in the 2012 European 
economic semester2. 
 
We  welcome that both tax fraud (or evasion), which is illegal, and tax avoidance, that can be 
legal but is ethically dubious and contradicts the spirit of tax law, have finally reached the EU 
agenda.   
 
The Commission argues that the losses of an estimated €1Trillion per year to tax fraud and 
avoidance, a large part of which is cross-border, threaten public revenue,  fair taxation and 
the internal market and require, in the words of Taxation Commissioner Šemeta “a strong 
and cohesive EU stance against tax evaders, and those that facilitate them”.  
 
We note that the Commission uses the same estimate as EPSU based on a study by UK tax 
expert Richard Murphy3.  We would add that reclaiming lost public revenue is essential for 
the financing of public services, social protection and redistributing wealth and income, the 
foundations of the EU social and democratic model. The legitimacy of tax comes both from 
its progressivity and good use for the general interest.  Tax fraud and avoidance by large 
companies, wealthy and/or political figures discredit the whole purpose of tax collection and  
tax administration. 
 
The EC action plan contains useful elements, some already subject to directives (the 2011 
Directive on administrative cooperation including automatic information exchange from 2015 
and the draft updating directive on savings) which, indeed, must be implemented or agreed 
as a matter of emergency; others are new such as EU criteria of tax havens and a general 
approach to counter aggressive planning deemed contrary to corporate social responsibility.  
 
But staring omissions together with a non-binding, national approach will limit the 
effectiveness of the action plan and fall short of delivering a “strong and cohesive EU stance”.  
 

                                                           
1 http://ec.europa.eu/taxation_customs/taxation/tax_fraud_evasion/index_en.htm  
2 i.e. Bulgaria, Cyprus, Czech Rep, Estonia, Hungary, Italy, Lithuania, Malta, Poland, and Slovakia. Those in receipt of EU/IMF loans ( Portugal, Greece, 
Ireland, Romania  and soon Cyprus) are also  mentioned, in passing,  as the conditionalities of the loan include tax-related matters, in addition to cuts in 
public service wages, pensions and jobs 
3 Closing Europe’s tax gap, Richard Murphy, commissioned by the European Socialists and Democrats, Feb. 2012, UK 

http://ec.europa.eu/taxation_customs/taxation/tax_fraud_evasion/index_en.htm


2 

First, the action plan omits to mention that to be effective in tackling tax fraud and avoidance, 
governments need to invest in a strong,  capable workforce to take on the tax fraud 
industry, in conjunction with legal means to act. Yet, as EPSU-backed research has 
revealed, 24 governments out of 28  (EU and Norway) have been doing exactly the opposite 
by axing in total almost 50 000 jobs between 2008 and 20124. In many of these countries, job 
cuts, most of which imposed, are already having a negative impact on the administrative 
capacity to collect tax and investigate tax fraud cases. Despite this, more cuts are planned. It 
is EPSU’s strong view that EU-coordinated austerity facilitates tax fraud the European 
Commission now claims to combat.   
 
We  therefore call for a moratorium on needless and harmful austerity and for investing 
in tax administrations as a prerequisite to stop, or at least significantly reduce, tax 
fraud/avoidance and engage in a serious discussion on how to  improve tax compliance ( as 
well as proposals regarding common IT templates).  
 
Well-resourced tax administrations are also needed to implement the sound proposals in the 
action plan to step up efforts in cross-border cooperation, facilitate tax audits via 
simultaneous controls and presence of foreign officials.   
 
Also the action plan should recommend cost effective measures such as the establishment 
of public registries on wealth, companies, trust and foundations which should be 
coordinated at EU level, and indeed at international level. These would facilitate the task of 
tax employees and make tax dodging  more difficult.  
 
Second, on aggressive tax planning, it is progress that the Commission recognises that 
this is a political problem and proposes a common  definition as follows: when individuals or 
companies “ take advantages of technicalities of a tax system or of mismatches between two 
or more tax systems for the purpose of reducing tax liability.”   
 
The proposal for a general anti abuse clause is welcome, as an over-arching principle that 
applies to the implementation of all other tax law to prevent laws being abused in order to 
gain unintended tax benefits.  
 
But the action plan should also include the draft directive for a common consolidated 
corporate tax base (which, we have argued, should be compulsory with a common 
minimum tax rate) and plans to introduce across the board country-by-country reporting 
for multinational companies. Both initiatives will bring transparency on transfer pricing within 
multinational groups whereby profits are moved to lower tax regimes and losses to higher tax 
regimes, a common tax avoidance practice by multinationals. To force multinationals to 
disclose tax arrangements is essential to curb tax dodging and help tax administrations do 
their job instead of a “ guessing game”. 
  
Third, tax havens. According to latest estimates in the context of the offshore leaks, some 
32 Trillion $  are stashed away by large companies, investment funds and wealthy individuals 
in tax havens accounts5.  EPSU’s view is that tax havens must be banned (EPSU Congress, 
2009) supported by a job replacement strategy for the workers in the financial industry.  
 
However, the problem is that whilst there is consensus about what tax havens are i.e. to 
attract tax dodgers on the basis of low or no taxation, lax incorporation rules and secrecy 
laws (bank and legal entities)6, there is no common legal definition.   
 
The Commission proposes common criteria on good tax governance to determine whether a 
non-EU country is a tax haven which should be blacklisted at national level. The criteria go 

                                                           
4 Report for EPSU  by the Labour Research Department, March 2013 http://www.epsu.org/a/9400  
5 http://www.guardian.co.uk/uk/2013/apr/03/offshore-secrets-offshore-tax-haven  
6 Global corporate taxation and resources for quality  public services, Education International http://www.world-psi.org/en/global-corporate-taxation-and-
resources-quality-public-services  

http://www.epsu.org/a/9400
http://www.guardian.co.uk/uk/2013/apr/03/offshore-secrets-offshore-tax-haven
http://www.world-psi.org/en/global-corporate-taxation-and-resources-quality-public-services
http://www.world-psi.org/en/global-corporate-taxation-and-resources-quality-public-services


3 

beyond  those of the OECD on transparency and information exchange, by combining the 
latter with those  of the EU Business code of conduct on harmful tax measures ( e.g.  zero or 
low corporate  tax for foreign investors, or tax advantages without real activity).   
 
However there are  two culprits with this approach:  First, it only concerns non-EU tax havens. 
The fact that most of the biggest suppliers of secrecy are either OECD or EU countries, or 
their dependencies, with Britain playing a prominent role mean that all tax havens not just 
those outside the EU must be tackled. Second, it is unclear whether the blacklisting would be 
public or remains a confidential exercise. EPSU considers that a European blacklist, 
publicly available would make much more sense than national blacklists that could conflict 
with one another. The EU blacklist should be extended to companies and individuals that 
conduct operations or are linked to investments in those territories.  The absence of secretive 
lucrative tax arrangements should be part of the conditions to run political offices.  Last, EU 
banks should be forced to close down their subsidiaries in jurisdictions that do not comply 
with EU criteria, failing which banking licences should be suspended. 
 
Fourth the action plan must be binding with stronger non-compliance sanctions. To this 
effect, the EC anti-tax fraud strategy must be integrated in the EU reformed economic 
governance based on sufficient resources in tax administrations. After all fiscal consolidation 
is about both spending and income and fighting tax fraud is key to reduce public deficits. 
Companies that are in breach of the above European standards should not receive state or 
EC aid and should be banned from public contracts. In addition, the implications of tax 
fraud in terms of losses of public revenues and consequences for the well-being of citizens 
must be publicised. The same judicial approach to money laundering should apply to tax 
fraud, including those that facilitate tax fraud.  
 
Fifth the ones who know best how to tackle tax fraud and avoidance are tax employees. This 
is why EPSU, whose affiliates organise tax services,  should have a seat and an equal voice 
to other stakeholders on the Platform for tax good governance charged with the 
application of the action plan. Full transparency on the mandate of the Platform and its 
members  should  be more explicit. 
 
Sixth EPSU calls for common principles of progressive and fair taxation so that the 
needs of people can be financed rather than the interests of rich individuals and multinational 
companies. It is urgent to stop tax dumping that has led to the fall of corporate and top 
income tax which legitimises tax fraud and avoidance. If taxing at a fair level corporate profits 
and top income is not seen like a good thing for society, tax fraud and avoidance will 
continue flourishing. It is reminded that corporate contribution to public finances has declined  
from  4.2% of GDP in 1985 to 2.4% in 2008 in spite of rising corporate profits7.   
 
This is thanks to the popular support for a Financial Transactions Tax that we have now a 
draft directive on the table. It is the same popular support that can turn the political will that 
seems to be emerging to fight tax fraud and avoidance into concrete results. 
 

                                                           
7
 Global corporate taxation and resources for quality public services, precited. 


