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Abstract 

Since the establishment of the European Economic Community in 1957, there has been an ongoing debate on the 

need for cooperation and tax harmonization in Europe, debate has been intensified, mainly by creating the 

Economic and Monetary Union.  

When the 1992 Ruding Report issued by the Committee stressed the need to counter special tax regimes in force 

as their distortions due to the effects of internal market, Member States agreed on the need to remove these 

regimes, in order to maintain a basic balanced taxation and to prevent economic distortions.  

Indeed, most of these countries have been extremely focused on completing the single market and the promotion 

of intra-Community trade, but far too little intention of going before a serious road leading to tax harmonization, 

and therefore to give up their sovereignty in the field of direct taxation.  

Since then, however, the process of harmonization in the field of direct taxation has been made by the EC Court 

of Justice, which in some years, has developed a considerable amount of cases, not only in direct taxation, but 

especially in Measures to support the income tax field. 

This trend has become the most important phase in what, the same Member States so that a long enough period 

were reluctant, they urged the Commission to review the fiscal policy of state aid and make full use of its powers 

under with the Treaty rules, in order to combat harmful tax competition. 

So, on 16 March 2011, the European Commission proposed a Directive on a common system for calculating the 

tax base of enterprises operating in the EU (COM(2011) 121), as a single set of rules that companies, operating 

within the EU, could use to calculate their taxable profits. In other words, a company or qualifying group of 

companies would have to comply with just one EU system for computing its taxable income, rather than 

different rules in each Member State in which they operate. 

The European Commission believes that common consolidated tax base for corporations system is one important 

way to eliminate the distortions of fiscal competition in direct taxation field between Member States. 

Proposal for a common consolidated tax base for corporations (CCCTB) would mean that companies could 

benefit from such a “one-stop-shop” for filing tax returns and would be able to consolidate all profits and losses 

incurred by the throughout the EU. In this way, Member States could maintain full sovereign right to determine 

their own tax rates. 

Also, it is important for policymakers within the EC and the Member States to understand the economic effects 

of a major change in corporate income taxation before such a change is adopted. This article analyses, under two 

scenarios (mandatory and voluntary CCCTB system), the impact of CCCTB system on corporate income tax 

revenue, GDP, FDI and employment. It‟s true that are losers and winners, but the percentage changes it‟s about 

zero.  

The papers presented also the evolution of tax revenue as % of GDP in the three cases of implementation and 

determination of tax base (national tax system, mandatory CCCTB system and voluntary CCCTB system). The 

main quantitative and qualitative analysis results lead to the conclusion that the impact on macroeconomic 

indicators CCCTB system implementation is almost nil. It recorded a 0.2% increase in tax receipts as a system 

CCCTB binding, a decrease of 0.1% of GDP as a system and an optional CCCTB decrease of 0.1% of 

employment in case of an optional CCCTB. The most important change record FDI, dropping by 1.1% under the 

scenario of a mandatory system CCCTB. 

The European Commission consider the consolidated tax base system like the answer to the needs of European 

companies on the line of fiscal harmonization. 
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The need for co-operation between states is, first of all, seen as an obvious consequence of economic 

integration. "One member state's tax revenue becomes endogenous to other member states' tax 

policies"  (Deheijia and Genschel, 1996). 

Many European citizens share the belief that the European integration process will ultimately lead to a 

genuine political union. Most likely, the European political union will be a federal construction, but 

with considerable powers in many policy areas, including social security, environmental protection 

and taxation. 

In order to assess the recent attempts to coordinate tax policies in the EU, it is useful to recall the 

origins of this debate: the increasing mobility of companies and financial assets as a result of 

liberalisation. When liberalisation was carried through, European politicians “forgot” to design a 

parallel tax architecture. This event and nonevent fundamentally changed power relations between 

governments and market actors. Nowadays, the European Commission and the member states try to 

regain the power they lost, but this appears to be extremely difficult. 

The European Commission believes that the only way to systematically address the obstacles facing 

companies operating in more than one Member State in the Internal Market is to provide them with a 

consolidated tax base for their activities at EU level, thus meeting the needs of these European 

companies on the line of fiscal harmonization. 

The European Commission is considering a fundamental change to the tax system for companies with 

taxable operations in the European Union. The new system is referred to as the Common Consolidated 

Corporate Tax Base (CCCTB). Companies that are eligible and opt in to the CCCTB would be taxed 

on their consolidated taxable profits across the participating Member States. Those profits would be 

allocated between the participating Member States based on a formula apportionment and taxed in 

each of the States at the corporate tax rate applicable in that State. This replaces the existing system 

where each Member State taxes, based on its own rules, the profits of companies with a taxable nexus 

in that country. The CCCTB could allow for one tax computation and one tax filing for corporate 

groups with operations across the whole of the EU, as opposed to the current system where up to 27 

different tax computations and filings may be required. 

It is important for policymakers within the Commission and the Member States to understand the 

economic effects of a major change in corporate income taxation before such a change is adopted. 

 

CCCTB – a theoretical and legislative framework 

 

Unlike indirect taxes, the EC Treaty does not specifically call for direct taxes (income and corporate 

taxes) to be harmonised. However, Article 94 of the EC Treaty provides for approximation of such 

laws, regulations or administrative provisions of the Member States as directly affect the establishment 

or functioning of the common market. In any event, national tax rules must respect the fundamental 

freedoms provided for the EC Treaty. 

Since the founding of the European Communities, company taxation has received particular attention 

as an important element for the establishment and the completion of the Internal Market. 

Studies like the Neumark Report of 1962 and the Tempel Report of 1970 were followed by a number 

of initiatives designed to achieve a limited degree of harmonisation of the corporate tax system. The 

Commission presented a proposal for a directive in 1975 and two, focussed more on loss 

compensation, in 1984 and 1985. Those were later withdrawn. A draft proposal of 1988 for the 

harmonisation of the tax base of enterprises was never tabled, due to the reluctance of most Member 

States. However, EU Member States did early on accept that economic integration will require greater 

cooperation in the field of tax collection, and Council Directive 77/799/EEC provides for mutual 

assistance between national tax authorities. 

In 1990 the Commission asked a Committee of independent experts chaired by former Dutch Finance 

Minister Onno Ruding to examine whether differences in corporation tax caused distortions in the 

Internal Market, particularly as regards investment decisions and competition, and to suggest ways of 

overcoming this problem. The Committee made specific recommendations (see “Report of the 

Committee of Independent Experts on Company Taxation”, 1992). The need to eliminate double 

taxation, ensure effective taxation and prevent tax evasion was recognised by the Council, but there 

was little progress on some of the more concrete proposals contained in the “Ruding” report. 

http://ec.europa.eu/taxation_customs/taxation/gen_info/tax_policy/index_en.htm
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Recognising the lack of success in progressing existing initiatives, the Commission Communication 

on company taxation in 1990 (SEC(90) 601) suggested that, subject to the principle of subsidiarity, all 

initiatives should be defined through a consultative process with the Member States. 

On that basis, following Commission proposals which originated in the late 1960s, three measures - 

two directives and a convention - were finally adopted in July 1990 the Merger Directive 90/434/EEC, 

the Parent-Subsidiary Directive 90/435/EEC and the Arbitration Convention 90/436/EEC. 

A proposal on loss-offset cross-border in the Council (COM(90) 595) has been withdrawn because a 

revised proposal is forthcoming. In 1994, the Commission withdrew a first proposal aimed at 

abolishing withholding taxes levied on cross-border interest and royalty payments between associated 

companies of different Member States, presenting a new one in 1998 which has since been adopted. 

The 1990 approach was developed further in 1996/1997 in a Commission Communication (COM(97) 

495 of 01/10/1997). The “tax package”, and notably the Code of Conduct for business taxation, have 

introduced a new dimension to the discussion. 

The Single-Market driven approach was supplemented with the objectives of stabilising Member 

States' revenues and promoting employment which are now taken up and re-assessed in the 2001 

Communication on the priorities of EU tax policy. In 1999/2000 the Council, in order to supplement 

the ongoing work on the “tax package” which had been agreed by EU Finance Ministers in December 

1997, requested the Commission to carry out the comprehensive study on company taxation referred 

to above. 

The CCCTB draws its origins from 2001, when the Communication “Towards an internal market 

without tax obstacles: A strategy for providing companies with a consolidated corporate tax base for 

their EU-wide activitie” (COM(2001) 582) was issued. That strategy considered mechanisms to 

achieve the following primary objectives: 

- significantly reduce the compliance costs of companies operating across the internal market 

resolve existing transfer pricing problems 

- allow for the consolidation of profits and losses 

- simplify many international restructuring operations 

In 2003, a public consultation held on the use of International Accounting Standards as a possible 

starting point for a common EU tax base. In July 2004 the Commission presented a draft and discussed 

in informal ECOFIN meeting in September 2004. The discussions revealed a full support for creating 

a working group of the Committee on progress of works for the common tax base. On May 2, 2007, 

the Commission adopted a Communication on “Implementing the Community Programme for 

improved growth and employment and increased competitiveness of EU business: Further Progress 

during 2006 and next steps towards a proposal based on a common consolidated corporate tax base 

(CCCTB)”. 

On 16 March 2011, the European Commission proposed a Directive on a common system for 

calculating the tax base of enterprises operating in the EU (COM(2011) 121). Proposal for a common 

consolidated tax base for corporations (CCCTB) would mean that companies could benefit from such 

a “one-stop-shop” for filing tax returns and would be able to consolidate all profits and losses incurred 

by the throughout the EU. In this way, Member States could maintain full sovereign right to determine 

their own tax rates. 

The Common Consolidated Corporate Tax Base is a single set of rules that companies, operating 

within the EU, could use to calculate their taxable profits. In other words, a company or qualifying 

group of companies would have to comply with just one EU system for computing its taxable income, 

rather than different rules in each Member State in which they operate. 

In addition, using CCCTB groups may submit a single consolidated tax declaration for the entire work 

in the EU and the consolidated group's taxable profits would be divided by individual companies 

through a simple formula so that each Member State can tax and then corporate profits tax rate they 

choose. 

Apportionment factors 

The Commission working paper suggests that revenue sharing should be based on three factors:  

- turnover, the role of the sales factor is to represent the demand side in income generation. Sales 

would be attributed to the Member State of the „destination‟ of the sale (i.e. the place in which the 

goods are ultimately delivered) rather than the „origin‟ (i.e. the place from which the goods are 

http://ec.europa.eu/taxation_customs/taxation/company_tax/parents-subsidiary_directive/index_en.htm
http://ec.europa.eu/taxation_customs/taxation/company_tax/transfer_pricing/arbitration_convention/index_en.htm
http://ec.europa.eu/prelex/detail_dossier_real.cfm?CL=en&DosId=11773
http://ec.europa.eu/taxation_customs/taxation/company_tax/interests_royalties/index_en.htm
http://ec.europa.eu/prelex/detail_dossier_real.cfm?CL=en&DosId=108026
http://ec.europa.eu/prelex/detail_dossier_real.cfm?CL=en&DosId=108026
http://ec.europa.eu/taxation_customs/taxation/gen_info/tax_policy/index_en.htm
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shipped). The use of a „sales by destination‟ factor is argued to be more preferable because it is 

less mobile than the location of assets and employees. 

- employment, the labor factor would be combined of two equally weighted elements: payroll of the 

work force and number of employees. It is, therefore, necessary to identify the costs and the 

number of the qualifying work force attributable to an entity and compare that with the cost and 

the number of the qualifying work force attributable to the entire group. Payrolls will include 

payments that are deductible as expenses, including fringe benefits, social contributions and stock 

options. With regards to services, the working papers specify that the labor factor is attributable to 

the location where services are provided. 

- assets, all fixed assets would be included at their tax written down (depreciated) value and 

attributed to the entity using the assets. The asset factor would exclude intangible and financial 

assets and inventory. Leased assets would be included in the asset factor for both the lessor and 

the lessee (valued at eight times the annual rental price).  

The formula to apportion the tax base to a company A of a given group would be as follows: 

 

Total Base 
A
 = [1/m*Sales

A
/Sales

Group
 + 1/n*(1/2*Payroll

A
/Payroll

Group
 +1/2*No. of Employees

A
/No. 

of Employees
Group

) + 1/o*Assets
A
/Assets

Group] * CCCTB 

 

All taxable income earned by the group should be consolidated and apportioned via the formula (i.e., 

business and non-business income). 

Through this formula the tax base would be shared between the various countries involved. Each 

country, through their competent authority, would then tax the base attributable to that country at the 

corporate tax rate that applies in that country. How this formula works out for each group that elects 

for CCCTB would affect the corporate tax take in each country and hence may impact the decision of 

each country as to the rate of tax. 

The Administrative Framework of the CCCTB is designed to be as efficient as possible for taxpayers 

and tax authorities. Central to this design is the “one stop shop” concept. Each group within the 

CCCTB would have a “principal taxpayer” (even where a larger group has a number of EU sub-

groups, one company would be nominated to be the principal taxpayer). Each principal taxpayer 

would then deal with one “principal tax administrator”; which would be from all of the competent tax 

authorities where the group has a taxable presence. This should be the competent tax authority where 

the principal taxpayer has its main nexus. Member States would decide at national level whether to 

offer the CCCTB to groups in that Member State. The CCCTB would be offered to companies as an 

alternative base to the multiple corporate tax regimes and it is intended that participation would be at 

the discretion of the corporate group, rather than being required if the Member State is one that has 

chosen. 

The groups would be able to opt in or out of the CCCTB every three years (with an initial five year 

election) but would be required to opt in on an “all or nothing” basis, with all qualifying companies in 

participating Member States being required to join the CCCTB group. There would be provision for 

companies entering or leaving groups. 

CCCTB current system proposes:  

- The profit will be calculated on an accruals basis  

- Non-monetary transactions and transactions between companies within the group will be made at 

market prices  

- Tax depreciation of certain assets will be applied at rates differentiated by asset type  

- Transactions and profits between firms within a consolidated group CCCTB should be removed 

from the calculation of the taxable group.  

- Foreign income will be included in CCCTB under the principle of global taxation.  

- Dividends (and earnings) of major equity and permanent activities in third countries shall be 

exempted, subject to passing the credit method where the corporate tax rate in the country of 

origin was low. 

 

Economic impacts of CCCTB 

 



To implement the system of common consolidated tax base of corporations have conducted several 

studies (see, Robert Cline et al., 2011) that targeted CCCTB economic impact using the following 

scenarios:  

 1. A mandatory CCCTB for all 27 Member States applicable to all corporations that are owned at least 

75% by other companies in the EU.  

 2. An voluntary CCCTB all 27 Member States applicable to all corporations that are owned at least 

75% by other companies in the EU.  

 Static and dynamic tests carried out were based on scenarios produced the following results: 

 

Table no.1. Percentage changes resulting from static and dynamic analysis, under the impact of 

implementation scenarios CCCTB 
Member 

State 

Corporate income tax 

revenue 

GDP Employment FDI 

Mandatory 

CCCTB  

Voluntary 

CCCTB  

Mandatory 

CCCTB  

Voluntary 

CCCTB  

Mandatory 

CCCTB  

Voluntary 

CCCTB  

Mandatory 

CCCTB  

Voluntary 

CCCTB  

Austria -0.1 -1.1 -0.8 -0.5 -0.5 -0.3 -4.6 -2.6 

Belgium 2.1 -1.1 0.2 -0.1 0.2 -0.1 0.5 -0.2 

Bulgaria -0.5 0.0 -3.0 -0.7 -0.8 -0.1 -11.7 -0.6 

Czech Rep. -3.0 -3.1 -0.9 -0.7 -0.5 -0.4 -2.1 -1.7 

Denmark -8.3 -0.7 -1.0 -0.3 -0.7 -0.2 -2.8 -1.1 

Estonia -0.1 -0.4 -0.4 -0.2 -0.1 0.0 -1.6 -0.3 

Finlanda -5.3 -1.9 -0.4 -0.2 -0.3 -0.1 -1.8 -1.3 

France 6 0.6 1.1 0.4 0.6 0.2 5.0 1.4 

Germany -5.3 -7.7 -0.4 -0.3 -0.4 -0.2 -1.3 -0.9 

Greece 4.0 -0.1 -0.6 -0.1 -0.3 -0.1 -3.3 -0.3 

Hungary -0.4 2.2 -0.5 -0.4 -1.5 -0.2 -1.1 -0.9 

Ireland -5.7 0.6 -1.6 -0.8 -0.3 -0.5 -4.6 -1.4 

Italy 1.3 -1.2 -0.5 -0.2 -0.7 -0.1 -1.2 -0.4 

Latvia 3.2 1.7 -2.1 -1.5 -0.2 -0.3 -4.5 -1.2 

Lithuania 0.1 2.1 -0.9 -0.5 -1.6 -0.1 -5.0 -1.8 

Luxembourg -4.9 -3.2 -3.0 -2.7 -0.6 -1.4 -0.8 -0.7 

Netherlands -7.6 0.1 -0.6 -0.2 -1.0 -0.1 -2.1 -0.5 

Poland -0.6 -1.0 -1.9 -0.5 -0.7 -0.2 -9.5 -1.9 

Portugal 0.1 1.9 -0.9 -0.3 -0.9 -0.3 -4.5 -0.7 

Romania -1.1 1.3 -2.4 -1.1 -0.1 -0.2 -11.2 -3.2 

Slovak Rep. -0.5 1.5 -0.4 -0.1 0.2 0.0 -2.3 -0.4 

Spain 2.5 0.6 0.4 0.1 -0.2 0.1 1.3 0.2 

Sweden 0.5 -1.0 -0.4 -0.2 -0.3 -0.1 -2.1 -0.7 

UK 2.3 2.6 -0.4 -0.1 -0.3 0.0 -1.7 -0.7 

EU 

Averrage 

0.2 -0.6 0 -0.1 -0.3 -0.1 -1.1 -0.5 

Source: Own elaboration after Ernst&Young calculations  

 

As in any situation of implementation of macroeconomic policies, as is the case of CCCTB system, 

there are winners and losers. Among the winners include France, Spain, Belgium, Sweden, Italy, 

Lithuania, Greece, Great Britain, and the losers are Poland, Bulgaria, Romania, Czech Republic, 

Finland, Germany, Holland, Denmark, Luxembourg, Ireland.  

Extending the analysis by experts can determine the share of tax revenues to GDP in the three 

situations: national legislation, mandatory implementation of the system and voluntary implementation 

of CCCTB system. 

Table no.2. Evolution of tax revenue as % of GDP in the three cases of implementation and 

determination of tax base 
Member State National fiscal 

system 

Mandatory 

CCCTB system 

Voluntary 

CCCTB system 

Austria 2.240 2.238 2.215 

Belgium 3.320 3.390 3.280 

Bulgaria 3.080 3.060 3.080 

Czech Rep. 4.150 4.030 4.020 

Denmark 2.000 1.830 1.990 

Estonia 1.860 1.858 1.853 

Finlanda 3.510 3.324 3.443 



France 2.430 2.576 2.445 

Germany 0.670 0.634 0.618 

Greece 2.450 2.548 2.448 

Hungary 1.470 1.464 1.502 

Ireland 2.340 2.207 2.354 

Italy 2.880 2.917 2.845 

Latvia 3.130 3.230 3.183 

Lithuania 2.840 2.843 2.900 

Luxembourg 3.770 3.582 3.650 

Netherlands 2.030 1.876 2.032 

Poland 2.710 2.694 2.683 

Portugal 3.740 3.744 3.811 

Romania 2.290 2.265 2.320 

Slovak Rep. 3.130 3.114 3.177 

Spain 2.880 2.952 2.897 

Sweden 2.630 2.643 2.604 

UK 3.280 3.355 3.365 

Source: Own calculations based on data taken from European Taxation, 

http://ec.europa.eu/taxation_customs/taxinv 

 

The main quantitative and qualitative analysis results lead to the conclusion that the impact on 

macroeconomic indicators CCCTB system implementation is almost nil. It recorded a 0.2% increase 

in tax receipts as a system CCCTB binding, a decrease of 0.1% of GDP as a system and an optional 

CCCTB decrease of 0.1% of employment in case of an optional CCCTB . The most important change 

a record FDI, dropping by 1.1% under the scenario of a mandatory system CCCTB. This conclusion is 

supported by the evolution of the share of tax revenue in GDP CCCTB under the three scenarios 

presented in Table 2 and the bellow Figure 1. 

Figure 1. The share of tax revenues to GDP under the three scenarios for the implementation of 

CCCTB 

 
 

The effects of CCCTB system depends on its coverage, both in terms of number of participating 

Member States, as well as the number of companies opting for this system. Empirical studies 

conducted so far suggests that CCCTB would create significant winners and losers (on the assumption 

that no changes occur in income tax rates) between the Member States relating to income tax. Net 

Impact on revenue of Member States of income tax and the tax obligations on specific groups of 

taxpayers, would be determined by three major differences between current systems and CCCTB 

income tax: first, CCCTB can change definition of tax base - an example would be a change in 

calculating depreciation allowances in the second row, CCCTB would lead to a reduced tax base for 

many taxpayers by allowing cross-border loss offset fully the group members, and thirdly, CCCTB 

would redistribute the tax base resulting in all Member States, measures the distribution of economic 

activity. Depending on the scenario of CCCTB, some Member States have significantly higher 

http://ec.europa.eu/taxation_customs/taxinv


revenue from income tax while other Member States would lose this revenue significantly. In this 

case, the losers would be less willing to participate in a system of CCCTB. 

In conclusion, based on all data presented, it can be said that tax competition in terms of the CCCTB 

scheme will be measured primarily by income tax rates. 

 

Conclusions 
 

The main conclusions resulting from the literature and the analyses are as follows: 

- The CCCTB is likely to be close to a zero-sum game. The one empirical study measuring the 

welfare effects of a CCCTB finds that it would have negligible effects on welfare (0.02% of 

GDP). The efficiency gains from assumed lower compliance costs and assumed elimination of 

transfer pricing would be offset by new tax distortions, particularly from formula apportionment. 

As noted in the study, new tax planning under formulary apportionment affecting decisions on 

labor and capital “is more distortive than with transfer pricing” (Van der Horst, p.21). As a result, 

“the European Union hardly benefits on average from such common consolidated base taxation” 

Van der Horst, p.4). 

- There would be significant winners and losers among individual countries. The net impact on a 

Member State‟s corporate tax revenues, as well as on the tax liabilities of specific groups of 

taxpayers, would be determined by three major differences between current law corporate tax 

systems and the CCCTB: 

 first, the CCCTB may change the definition of the tax base – an example would be 

a change in the calculation of depreciation allowances; 

 second, the CCCTB would result in a reduced tax base for many taxpayers by 

allowing full offsets of cross-border losses among group members, and 

 third, the CCCTB would redistribute the resulting tax base across Member States 

based on the distribution of measures of economic activity („factors‟). This can 

differ substantially from the current law distribution based on the use of separate 

accounting to determine the location of income. 

- While reducing some current distortions, a CCCTB could result in new tax-induced economic 

distortions due to factor shifting. The prospect of potential large tax changes for some companies 

would be likely to stimulate their consideration of relocating their property and labor, as well as 

outsourcing and insourcing of services. This is partly due to the fact that the formula used to 

apportion consolidated EU income would create interdependencies among the different Member 

States. In effect, changes in real factors, rather than shifts in income only (through transfer pricing 

and financial transfers), would result in redistributions of the base across participating Member 

States. 

- Compliance cost savings may not materialize. The use of local GAAP and “bridges” will import 

greater complexity into the calculation of the profit and, depending on the mechanism of 

implementation, may undermine the commonality of the calculation. This lack of commonality is 

increased further by the prospect of sector specific rules. An optional CCCTB would require 

Member States to operate two different corporate income tax systems: their current national 

system and a CCCTB. This would not reduce administrative or compliance costs. A CCCTB 

would not eliminate transfer pricing outside the consolidated group. 
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