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Out of control 
EU incapable of finding a reasonable so-
lution to the Greek crisis 

By Peter Wahl, WEED 

 Photo by Cesar Pics CC 

Summary: The EU is going through a dramatic 
crisis with far-reaching consequences. 
Although the end of the tragedy is not yet in 
sight, the damage is already huge. The brutal 
power play of the EU against Greece throws 
instructive light on the democratic deficit in the 
EU. The crisis shows how strong centrifugal 
tendencies have become in the EU. In this 
situation, a deepening of integration will only 
accelerate them. Therefore, the illusion of a 
political union has to be given up and the final 
goal of the process must be redefined towards 
more internal flexibility and more openness 
towards the outside. 

When this text was finished (1 July, 10 a.m.) no 
one knew how the confrontation between Greece 
and the other 17 countries of the Eurogroup would 
continue. Even though the deadline for an agree-
ment on the payment of the extended EU rescue 
package is over, and an IMF credit over 1,5 bn 
USD has not been paid by 1 July 2015, hectic ac-
tivities – letters, phone calls, diplomacy behind the 
scenes – continued, and will continue for a while. 
It is impossible to identify from the outside what is 
part of the blame game on all sides and what is a 
serious attempt at finding a solution. The crisis 
has reached such precipitating dynamics that no-
body is able to fully control the process. It is highly 
questionable whether the EU will reach its strate-
gic double goal: keeping Greece in the Euro and 
getting rid of the Syriza government. Still, anything 
is possible. A last-minute muddling might occur 
through compromise. But there might also be an 
insolvency and a subsequent Grexit, either by ac-



cident or intention. However, one thing remains 
certain. The EU is going through a historic crisis 
with far-reaching consequences. 

Regardless of how the drama continues, the dam-
age is already huge and irreversible. From the 
outside, the situation appears to be a total mess. 
Compared to the extraordinary problems the EU is 
confronted with – migration, Ukraine, Brexit, right-
wing populism, terrorism, the economic crisis and 
unemployment in many member states – the 
Greek issue almost appears to be the easiest to 
manage. Hence, seen from Rio, Tokyo or Beijing, 
the would-be superpower EU looks rather ridicu-
lous. 

New chapter of democratic deficit 
Looking closer, one can see an abyss of brutal 
power plays and blackmail by the neoliberal Goli-
ath against the Greek David. Goliath cannot ac-
cept that a country whose population is completely 
exhausted and depressed by five years of failed 
crisis management should have the right to demo-
cratic self-determination. The fact that the refer-
endum came as a shock to the Eurogroup offers 
deep insight into their understanding of democra-
cy. In a statement at the finance ministers’ confer-
ence, the Greek representative, Yanis Varoufakis, 
had reminded that his “party received 36% of the 
vote and the government as a whole commanded 
a little more than 40%. Fully aware of how weighty 
our decision is, we feel obliged to put the institu-
tions’ proposal to the people of Greece.” But such 
reasoning seems alien to the “institutions” and the 
leading governments. Jeroen Dijsselbloem, Dutch 
Finance Minister and chair of the Eurogroup, 
called the Greek decision “unfair” after Greece 
refused to swallow the ultimatum he had set. 
Once again, Social Democrats are at the forefront 
when it comes to propaganda and slander against 
Greece. German Foreign Minister Steinmeier 
even likened the referendum to Tsipras taking the 
Greek people as “hostages”. Sigmar Gabriel, 
Germany’s Social Democratic Vice-Chancellor, 
delivered a threatening message on Monday, 29 
June: “A No vote is a vote for Greece to leave the 
Euro.”   

The eurocratic elites are used to taking decisions 
of historic importance without consulting the sov-
ereign of democracy, the citizens. Thus the Lisbon 
Treaty, which replaced a draft constitution after its 
rejection in referenda in France, the Netherlands 
and Ireland in 2005, or the far-reaching measures 
of crisis management since 2008, which have 
been implemented in a kind of permanent emer-
gency mode. The Greek experience adds a fresh 
chapter to the long story of the EU’s democratic 
deficit. Those who have been hoping for 25 years 
for a social and democratic EU will be disillu-
sioned by the Greek experience. 

Typically, the information policy of the Eurogroup 
has been completely non-transparent. As they 
never published negotiation documents, one had 
to rely on the statements of the politicians, who, of 

course, are always biased by their strategic inter-
ests. Syriza published the draft agreement, which 
the Eurogroup refused to accept. In despair, 
Juncker finally put the latest EU proposal of 26 
June online, claiming he wanted the Greeks to 
know the “truth”. From the documents, it becomes 
clear that the statement that no cuts in pensions 
or increase in VAT would be required was simply 
not true.  

Increasing centrifugal tendencies 
Whatever will happen with Greece in the future, 
the whole drama is another indicator that the EU 
is coming to a historical turning point. Too many 
weighty problems remain unresolved, starting with 
the currency. Economically, it is a misconstruction 
to have a common currency for such a heteroge-
neous group of economies without an overarching 
single state. The economic crisis and the failure in 
crisis management have further deepened the 
asymmetries. The centrifugal tendencies are in-
creasing. Even if another referendum, the one in 
the UK, should not lead to a Brexit, the whole pro-
cess will definitely lead to a weakening of the EU.  

This centrifugal trend will be intensified by another 
important development, which has emerged since 
the 2008 financial crisis: Germany is playing an 
increasingly hegemonic role. A basic element of 
the philosophy of European integration, i.e. em-
bedding and containing the biggest country in the 
middle of the continent – has been flipped. In spite 
of all public statements to the contrary, this is not 
appreciated by most Europeans, especially by the 
former imperial powers, the UK and France. Ger-
man hegemony will therefore be contested and 
the enthusiasm for deeper integration will be lim-
ited. This will not change with the recent proposal 
by Juncker, Tusk, Schulz, Dijsselbloem and 
Draghi for a leap forward in the economic and 
monetary integration of the Euro-zone. This plan 
will not work, as most countries are not willing to 
follow this path. As the handling of the migration 
problem shows, most member states are increas-
ingly putting their national interests first. 

Realism instead of euromanticism 
The EU is in sharp decline. In order not to fall 
back into complete national fragmentation, it 
would be wise to redefine its future, the so-called 
finality question. The illusion of the United States 
of Europe should definitively be buried. Instead, 
more internal flexibility and pluralism are required, 
including with regard to economic models. Neo-
liberal constitutionalism as anchored in the trea-
ties must be broken. We need less centralisation 
and more subsidiarity. This means selective disin-
tegration in certain areas, such as the common 
currency. The taboo of discussing alternatives to 
the single currency, which has even large sectors 
of civil society in its grip, must be lifted. In return, 
selective integration in other areas should be 
promoted, for instance in developing common grit 
for renewable energy and sustainable transporta-



tion or consumer protection, including against big 
data. 

At the same time, more openness is required to-
wards the outside. This could mean strengthening 
partnerships with North Africa, Turkey and the 
Middle East, as well as taking up the idea of “a 
common humanitarian and economic space from 
the Atlantic to the Pacific”, as suggested in the 
common declaration of Hollande, Merkel and 
Putin for the Minsk II Agreement. In times of glob-
alisation, the idea of establishing a federal super-
state seems somewhat antiquated. We need real-
ism instead of euromanticism. 

 

 

Weak Commission action plan 
on corporate taxation 
By Markus Henn, WEED 

 
Summary: In its struggle to better tax 
multinational corporations, the European 
Commission (EC) has presented a new action 
plan. The plan revives a former law proposal 
for a European corporate tax system, though 
this has been stalled in the Council over the 
past few years. In terms of transparency of tax 
payments by corporations, the EC only starts a  
consultation. A proposed blacklist of tax 
havens is dishonest, as it excludes the EU’s 
own havens. Meanwhile, the European 
Parliament has an investigative committee on 
tax avoidance up and running while the 
G20/OECD “base erosion and profit shifting” 
project is also trying to deal with the issue. 
However, both are at risk of failure. 

The European Commission released a new action 
plan on fairer and more transparent corporate tax-
ation on 17 June 2015. It mainly aims to revive an 
earlier Commission proposal from 2011 for a 
comprehensive European system of corporate 
taxation, entitled a “Common Consolidated Corpo-
rate Tax Base” (CCCTB). This system would not 
only provide a common tax base in all EU coun-
tries, i.e. rules on how to calculate taxable corpo-
rate profit, it would also distribute the profit made 
in the entire EU in a totally new kind of way. The 
profits would be allocated in accordance with cer-
tain factors such as turnover or staff in each coun-
try in which the company is active – a system 
called unitary taxation. In comparison to its 2011 
proposal, the Commission now wants to make the 
CCCTB compulsory. The positive aspect here is 
that it would prevent corporations from being able 
to choose areas with the lowest level of taxation. 
However, there are still flaws in the proposal. For 

example, the Commission wants to increase the 
weight of expenses for research and development 
in the allocation key, even though this is a means 
of shifting profits. Furthermore, they propose in-
troducing a calculation of losses (“loss consolida-
tion”) for the entire EU, even without a full 
CCCTB. The consolidation would mean that cor-
porations can deduct losses in one EU country 
from the profits in another, allowing them a new 
way of decreasing their taxes. Finally, there is no 
minimum tax rate envisaged. However, without 
one, the CCCTB would probably trigger a new 
wave of tax competition by governments lowering 
tax rates. Therefore, as has also been demanded 
by the European Parliament, a common minimum 
tax rate is needed, e.g. 25%. 

Another element of the action plan is a new black-
list with 30 tax havens. With it, the Commission 
passes the buck on fighting tax avoidance to third 
countries and jurisdictions like Andorra, Bahamas, 
Guernsey and Liberia while European countries 
are noticeably absent. This completely ignores the 
role of countries such as the Netherlands and 
Luxembourg. Moreover, it disregards the scandal 
surrounding the dubious tax practices of Luxem-
bourg, exposed through the “Luxleaks” involving 
then Finance and Prime Minister Jean-Claude 
Juncker. This was one important reason for plac-
ing the topic of tax evasion so high on the Com-
mission’s agenda.   

Finally, the Commission wants to improve trans-
parency concerning corporate taxation, though it 
merely announced a public online consultation on 
this issue, which is open until 9 September. The 
aim of the Commission is to evaluate the impact of 
tax transparency on business, even though the 
evaluation of the bank transparency regulation 
(that already covered annual reports for the year 
2014) expected no significant negative economic 
impact and even “some limited positive impact”. 
The Commission’s consultation and the long wait 
for its results, although the advantages are obvi-
ous, can only be interpreted as stalling tactics.  

Parliament’s investigation slowed down 

A new TAXE Special Committee  at the European 
Parliament has started six months’ work to inves-
tigate tax avoidance and tax evasion in the EU, 
following the Luxembourg Leaks scandal last year 
(see December 2014 Newsletter). The Committee 
had its first meetings and travelled to six sup-
posed EU tax havens, showing a real commitment 
to making the Committee a success. However, 
some MEPs such as liberal Michael Theurer com-
plained that the Committee’s work has been 
slowed down by a lack of cooperation. For exam-
ple, when it recently asked corporate representa-
tives to hearings, only one out of 15 replied posi-
tively.  

G20/OECD work might make things worse 

Meanwhile, the OECD and G20 working groups 
are still dealing with the “base erosion and profit 



shifting” (BEPS) action plan (for background, see 
the December 2014 Newsletter and the BEPS 
Monitoring Group) and have produced many new 
draft documents on the 15 action points over the 
last months. It is not clear yet how many new rules 
will come out of the BEPS project, as many pro-
posals are rather vague or even go in the wrong 
direction. Therefore NGOs are concerned that the 
proposal package “could make an already bad 
situation worse.” The criticism includes: 

- Only minor improvements are being pro-
posed on some important issues, e.g. re-
garding countermeasures against letter-
box companies or the definition of a “per-
manent establishment”, which is the pre-
condition to tax an entity in a country.  

- The whole project still relies on the old 
transfer pricing system, in which all parts 
of a multinational corporation are looked 
at separately. This does not acknowledge 
that they are in fact integrated firms under 
central direction which should be taxed in 
this way. 

- There are plans to introduce an arbitration 
mechanism which might give corporations 
rights against the tax authorities that 
would be too strong, as the latter can be 
challenged in court by prosperous corpo-
rations.  

- The proposed, well-designed, country-by-
country reporting on important business 
and tax figures will not be made public 
and will have a threshold of 750 million 
euros turnover. 

But there is also the question as to whether the 
OECD and G20 states will ultimately agree on a 
package in the end. While there is a plan for a 
multilateral treaty to replace the estimated 3,000 
bilateral tax treaties, there is mounting evidence 
that obtaining a compromise amongst the OECD 
and G20 states on the various action points will be 
difficult. For example, Robert Stack, U.S. Treasury 
Deputy Assistant Secretary for International Tax 
Affairs recently complained, “Rather than funda-
mental reform, we got a lot of tinkering around the 
edges of old rules, and vague and subjective 
rules, which will empower tax administrators to 
make out-sized assessments against foreign in-
vestors when they think it is in their interest to do 
so.” This is a worrisome comment, given that U.S. 
companies such as Walmart particularly use EU 
tax havens. If both the United States and the EU 
are not willing to accept their responsibility for 
these problems, tax avoidance will endure. 

 

 

 

 

 

Brief Updates 
 

 

Brief update: FTT negotiations in 
decision phase – but will take 
time  

 
There are still contradictory media reports on the 
state of the negotiations on a Financial Transac-
tion Tax (FTT) in the EU (for background, see 
February 2015 Newsletter). Often, there is pure 
speculation or sometimes attempts to root for 
vested interests of the finance lobby, declaring the 
FTT to be dead. Such rumours are groundless.  

Here is some information based on reliable 
sources from inside the negotiations: 

• Negotiations are in the decision phase. 
After Austria has taken over, the political 
coordination of the group and Portugal are 
providing technical input and there is now 
a structured list of the main issues to be 
discussed. 

• Although there is now consensus to go for 
a broad-based FTT including derivatives, 
there are still some controversial points, 
such as whether the residence principle, 
the issuing principle or a combination of 
both should be applied. In addition, 
France does not want to tax intra-day 
trade and only levy the tax at the point of 
settlement. Furthermore, exceptions for 
derivatives and market-making activities 
are being discussed. 

• The balance of power is characterised by 
two blocks: Austria and Germany stand 
for a strong FTT, France and to a certain 
extent Italy and Spain advocate a weaker 
tax. The smaller countries are mainly in-
terested in substantial revenues, though 
these are only possible if there is a strong 
tax. 

This configuration is leading to complex and pro-
tracted negotiations and the need for compromise 
on many details. Therefore, neither the ambitious 
draft directive of the Commission nor the French 
idea of a mini tax will come through in the end, but 
rather something in between. This also means 
that the negotiations will need more time than ini-
tially expected. A final decision might therefore 
only be possible by summer 2016. 

 



Brief update: Systemic risks of 
banks that are too big not yet 
tackled 
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In a rare event, a small majority of MEPs in the 
ECON committee rejected on 26 May 2015 the 
draft report and compromise amendments of an 
EU Regulation (not a Directive) to restructure too-
big-to-fail banks. This was a vote against a weak 
draft regulation that would do little to avert 
financial risks from banks that are too large (see 
March 2015 Newsletter). After another attempt to 
find new compromises, presumably including 
somewhat stricter rules, the ECON committee will 
vote again (no date yet) on a report that will 
constitute the basis for negotiating a final 
Regulation text with the Council.  

Unexpectedly, after months of disagreement, the 
Council of EU Finance Ministers agreed on their 
position. Key elements are that global banks or 
financial institutions that are systemically 
important, or have total assets of at least €30 
billion and trading activities of at least €70 billion, 
will be covered. Such institutions will have to 
separate their activities by which they speculate at 
own risks and cost, from their other financial 
activities. Only when these institutions’ trading 
activities exceed € 100 billion will they be subject 
to stricter risk assessments. Only when their 
trading is excessively risky, will supervisory 
authorities have the power to require an increase 
of the capital buffers or to separate these trading 
activities from the other financial activities. These 
provisions will not apply in countries with a law 
that has stricter requirements for separating, or 
“ringfencing”, lending and saving activities from 
other bank activities, as is the case in the UK. This 
Council text will apply to around 30 banks and the 
stricter assessment of risky trading to 14 banks. 
This will be much weaker than the original EC 
proposal and none of the legal proposals directly 
reduces the size of big banks. It is highly 
questionable whether this will reduce systemic 
risks of banks that are too big to fail, too big to 
save, too interconnected, and too complex to 
manage, supervise and resolve. 
 

 

Calendar 
  

For background to the official agenda of European 
institutions, see the following websites:  

� European Commission (EC) 

� Economic and Financial Affairs Council 
(ECOFIN) 

� European Council 
� Economics and Monetary Affairs Committee 

(ECON) of the European Parliament 
� Financial Stability Board 

 
The links below give the website with updates and 
overviews of documents and dates related to the 
EU decision making process. 
 
July  

• 1, EU: Start of Luxembourg EU 
Presidency 

• 6-9, EP (Strasbourg): Plenary, indicative 
sitting on securities financing transactions, 
on Regulatory fitness and performance 
programme (REFIT) 

• 13-16, UN (Addis Ababa):  Financing for 
Development Conference 

• 13, Eurogroup (Brussels):  Meeting 
• 14, ECOFIN (Brussels) : Meeting 
• 15-16, ECON (Brussels) : Vote on 

Harmonised indices of consumer prices 
• 24, ECOFIN (Brussels) : Meeting 

September  

• ??, EC (Brussels) : Release of Capital 
Markets Union action plan 

• 3, ECON (Brussels) : Meeting 
• 4-5, G20 (Ankara):  Finance Ministers and 

Central Bank Governors meeting 
• 9, EC Consultation Deadline: Public 

contract rules for online purchases of 
digital content and tangible goods 
consultation 

• 9, EC Consultation Deadline: Public 
consultation on further corporate tax 
transparency 

• 7-10, EP (Strasbourg): Plenary, 
indicative sitting on Structural measures 
improving the resilience of EU credit 
institutions, on Indices used as 
benchmarks in financial instruments and 
financial contracts 

• 11, Eurogroup (Luxembourg) : Meeting 
• 14-15, ECON (Brussels) : Meeting, vote 

scheduled on Bringing transparency, 
coordination and convergence to 
corporate tax policies 

• 16, EP (Brussels): Plenary 
• 23, ECON (Brussels) : Meeting 

October  

• 5, Eurogroup (Brussels) : Meeting 
• 6, ECOFIN (Brussels) : Meeting 
• 5-8, EP (Strasbourg): Plenary, indicative 

sitting on Bringing transparency, 
coordination and convergence to 



corporate tax policies, on Inquiry report on 
tax fairness in Europe 

• 8, G20 (Lima, Peru):  Finance Ministers 
and Central Bank Governors meeting 

• 9-11, World Bank/IMF (Lima, Peru):  
Annual meeting 

• 13, ECON (Brussels) :Vote on taxation of 
savings income in the form of interest 
payments 

• 14, EP (Brussels): Plenary 
• 14-16, European Council (Brussels):  

Meeting 
• 19, ECON (Brussels) : Vote on mandatory 

automatic exchange of information of 
taxation and the way forward towards a 
more efficient and effective EU framework 
for Financial Regulation and a Capital 
Markets Union 

• 26-29, EP (Strasbourg): Plenary 

November  

• 9, Eurogroup (Brussels) : Meeting 
• 9-10, ECON (Brussels) : Meeting, vote 

scheduled on  institutions for occupational 
retirement provision 

• 11, EP (Strasbourg): Plenary 
• 12, ECON (Brussels) : Meeting 
• 15-16, G20 (Antalya):  Summit 
• 23-26, EP (Strasbourg): Plenary 
• 25, EBA (London):  Public Hearing on 

simplified obligations  
• 30, ECON (Brussels) : Vote on EU role in 

the framework of regulatory institutions 
and bodies 

December  

• 1, G20: China takes over G20 Presidency 
• 1, ECON (Brussels) : Vote on 

transparency, coordination and 
convergence to corporate tax policies 

• 2, EP (Brussels): Plenary 
• 7, ECON (Brussels) : Meeting 
• 7, Eurogroup (Brussels) : Meeting 
• 14-17, EP (Strasbourg): Plenary 
• 17-18, European Council (Brussels):  

Meeting 
• 31, G7: End of German Presidency 
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This newsletter is produced by SOMO and WEED and is intended for wide circulation to interested parties. We appreciate receiving 
feedback as well as announcements of reports, campaigns, and meetings, which can be sent to markus.henn@weed-online.org.  

           

  

     


