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Business Taxation for the 21st Century

The Chamber of Labour (AK) is grateful for the opportunity to participate in the EU consultation 
on the roadmap on Business Taxation for the 21st Century.

AK broadly agrees with the Commissions assessment that the EU and international corporate 
tax systems are in urgent need of holistic reform. The reason for that is not only globalisation, 
digitalisation and the patchwork between national tax systems that create loopholes for 
corporate tax dodging, but also increasing tax competition between countries.

AK has always questioned the mantra of good and bad tax competition and argued that tax 
competition is always bad. Thus, it needs to be sharply reduced or abolished altogether. Tax 
competition is not only distorting business decisions and therefore in conflict with tax efficiency, 
it is also a real problem for tax fairness. There is empirical evidence that tax competition is 
shifting the tax burden from mobile factors, such as capital, to less mobile factors like 
consumption or labour, benefitting the wealthy at the expense of working people and further 
increasing income inequalities. Especially in the context of the COVID19 crisis, it should be 
clear that there is no room for widespread tax competition between countries in 21st century 
business taxation.

To secure a fair and efficient corporate tax system that allows the single market to flourish, the 
EU needs to create a level playing field for (large) corporations that gives member states a fair 
share in corporate tax revenues while leaving no room for tax dodging and tax competition.
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The most important steps to that end are:

1) An immediate restart of the CCCTB process based on the EP resolution of March 2018 
including a digital permanent establishment and a “data factor” in the apportionment formula. 

2) A proposal for an effective EU minimum tax rate based on the OECD Pillar 2 blueprint at 
the highest possible rate. The minimum tax is not only an effective tool against tax dodging 
and competition, but also necessary since studies warn that the CCCTB could even increase 
tax competition without the introduction of minimum tax rates. 

AK welcomes that the planned roadmap will take stock of OECD discussions and recommends 
that the EU Commission provides an integrated and, where necessary, more ambitious 
medium-term vision for the single market. The OECD plans to introduce a global minimum tax 
(Pillar 2) would be a huge upgrade of the international setup and a strong impulse for the 
necessary reforms at EU-level. Concerning Pillar 1, AK demands further improvements and 
sees the possibility to transform it to a global excess profit tax.

AK has always called for a fair taxation of digital corporations that gives market economies an 
appropriate share in tax revenues. Given the close connection, the plans for a digital levy 
should only be pursued further if they are compatible with an international agreement at the 
level of G20/Inclusive Framework.

Given that all of these measures will take time to become effective, the EU should complement 
both the Mother-Daughter-Directive and the Interest-Royalties-Directive with a minimum tax. 
That ensures proper source taxation, in the case there is no adequate taxation at the level of 
the receiving entity, as a quick win against tax dodging and competition.

To modernize and clarify the concept of harmful tax competition, as stated in the 2020 
Communication on Tax Good Governance in the EU and beyond, the EU should quickly 
introduce an effective minimum tax rate in its Code of Conduct for business taxation for 
member states and third countries.

Clearly, there are many other important measures to be taken to ensure efficient and fair 
business taxation, especially in the areas of transparency, information exchange and 
administrative cooperation. To support these changes, AK supports the Commission’s 
proposal to reform the unanimity rule on tax policy decisions.
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