OPEN LETTER TO THE EU GOVERNMENTS HEADED BY SOCIALIST, SOCIAL DEMOCRATIC, GREEN AND COMMUNIST PARTIES

TOWARDS A RATIONAL EUROPEAN TAX POLICY – FOR MORE JOBS AND A BETTER ENVIRONMENT 

The election victories of "New Labour" in the United Kingdom and the "Parti Socialiste" in France seem to have marked the beginning of a change in European politics. More and more citizens are realizing that the pursuit of neoliberal market fundamentalism, in spite of the great promises which the conservatives have been making for many years now, does not result in increased prosperity and well-being. Instead it has led to unprecedented mass unemployment, job insecurity, social exclusion and environmental degradation. The public reaction to this has meant that the left-wing parties, at last, are gaining ground again. This trend improves the chances to redirect politics towards a more just and ecologically sustainable economic order, both at the respective national levels and the level of the European Union (EU). 

We, the undersigned, therefore welcome the steps that have been taken recently in this direction, e.g. the insertion of a new title on employment into the Treaty of Amsterdam and the decision to have an extraordinary meeting of the European Council on the problem of unacceptably high unemployment. Nevertheless, we fear that, whatever national and/or coordinated strategies for employment and social improvement are to be adopted, they will all be doomed to failure unless the extremely harmful erosion of national governments´ control over taxation (being one of the root causes for the high public debts of the member states) is not prevented. 

The harsh fiscal convergence criteria of the single currency are exclusively geared to government spending as a means of consolidating public finances. The corresponding cut-backs of public expenditure are causing additional losses of jobs and the dismantling of public welfare. On the other hand, governments continually increase the tax burden and mandatory social contributions on labour. This further reduces the aggregate purchasing power and thus also endangers employment. 

At the same time, capital not only profits from steady tax reductions, but is moreover allowed to evade taxation on a massive scale. Comprehensive financial liberalization and deregulation programmes have led to a far-reaching abolition of capital controls across the EU. This has provided actors on the financial markets with an enormous degree of freedom, enabling them to use their funds as powerful tools with which to "encourage" governments to adopt policies in line with their own preferences. Thus, by making it possible to play EU governments against each other, the unchecked globalization of capital has enhanced the opportunities for tax evasion and considerably eroded national revenue bases. In addition, the threat of capital flight has even compromised the political autonomy of the EU member states. 

Against this background, the EU’s Economic and Social Committee which is made up equally of employers and unions, recently complained, by a large majority, about the "destructive tax competition" between the member states. According to the EU Commission, the EU’s average tax burden on labour was increased from 34.7 % in 1980 to 40.5 % in 1994, whereas levies on capital, revenues from self-employment, energy and natural resources fell from 44.1 % to 35.2 % in the same period. The Economic and Social Committee argues that this damaging distortion of factor taxation is, above all, a consequence of the prevailing "tax dumping" within the EU. Many governments are still speeding this up by establishing new tax havens and offering further tax reductions for foreign capital (with some tax rates below 1 %!). These heavy tax allowances are being financed partly at the expense of labour. As various estimates indicate, throughout the EU the losses in taxes resulting from legal cross-border tax evasion alone amount to at least 100 billion Ecu a year – to say nothing of the barely combatted illegal tax evasion. In the light of all this, the Economic and Social Committee rightly states that internal tax dumping could become a debilitating drain on the EU as a whole. 

Since the EU and its member states urgently need additional funds to fight the dramatically growing unemployment and the ongoing destruction of nature, we consider it imperative to put an end to the detrimental trends described above. Therefore, we call upon you to exercise your political responsibility vis-à-vis the European citizens by taking joint action towards the introduction of a rational EU tax policy which would:
▪  put a reasonable source tax on all income from interest at the same rate for all member states;
▪  introduce a minimum tax rate on capital income (income tax and corporation tax) throughout the EU;
▪  reduce the wage tax rates of the lower and medium income brackets;
▪  harmonize and increase the tax rates of all environment-related taxes;
▪  implement a foreign exchange transaction tax (as proposed by Nobel laureate James Tobin to curb speculative money flows). 

Given the pressures of having to further cut back government expenditure as a consequence of the forthcoming stability pact, we are firmly convinced that there is a need for swift regulatory action in the proposed direction. If not, you will lack the financial space for manoeuvre required to deliver to the people what they have been promised. The mere resumption of the socially and environmentally devastating austerity policies of the conservatives would inevitably leave the disappointed electorate at the hands of ultra-right populists – as has occurred once before in the course of this century. 

Since the G7, at their Lyon Summit, have also acknowledged that "tax schemes aimed at attracting financial and other geographically mobile activities can create harmful tax competition between States, carrying risks of distorting trade and investment and could lead to the erosion of national tax bases", we strongly urge you to widen your future initiatives beyond the EU framework to assure that countries cooperate on a global scale to put a stop to this self-reinforcing negative spiral. 

Signatories: Aktion Finanzplatz Schweiz, Prof. Dr. Ulrich Albrecht (Freie Universität Berlin), Prof. Dr. Wilfried Altzinger (Wirtschaftsuniversität Wien), Prof. Dr. Samir Amin (Forum Mondial des Alternatives), Dr. Maria Berger (MdEP), Evelyn Blau (Gewerkschaft der Privatangestellten/Österreich), Marie Christine Blandin (Präsidentin des Rates der Region Pas-de-Calais/Frankreich), Prof. Dr. Herwig Büchele (Universität Innsbruck), Bund für Umwelt und Naturschutz Deutschland/BUND, Christian Council for Monetary Justice (Großbritannien), Ken Coates (MdEP), Confederazione Italiana Sindacati Lavoratori (Italien), Prof. Dr. Johannes Dantine (Oberkirchenrat/Evang. Kirche in Österreich), Dr. Hans Diefenbacher (Forschungsstätte der Evangelischen Studiengemeinschaft), Prof. Dr. Edward Dommen (Universität Sunderland), Prof. Dr. Ulrich Duchrow (Universität Heidelberg), Rainer Falk (Weltwirtschaft, Ökologie und Entwicklung e.V./WEED), Dr. Dr. Heino Falcke (Propst i.R./Erfurt), Fédération Romande des Socialistes Chrétiens (Schweiz), FIAN Österreich, Dr. Ulrich Fischer (Dekan/Evang. Landeskirche Baden), Forum Civique Européen (Frankreich), Forum du Tiers Monde, Dr. Pierre Galand (Oxfam Belgien), Christian Gehlsen (MdL), Prof. Dr. Roland Geitmann (Christen für eine gerechte Wirtschaftsordnung), Michael Geuenich (Mitglied des Bundesvorstands des Deutschen Gewerkschaftsbundes), Prof. Dr. Bob Goudzwaard (Freie Universität Amsterdam), Prof. Dr. Jacques Gouverneur (Universität Louvain-la-Neuve), Griechisches Netzwerk der Arbeitslosen, Prof. Dr. Peter Heintel (Universität Klagenfurt), Prof. Dr. Rudolf Hickel (Arbeitsgruppe Alternative Wirtschaftspolitik), Colin Hines (International Forum on Globalisation/Großbritannien), Olivier Hoedeman (Coalition for a Different Europe/Niederlande), Reiner Hoffmann (Direktor des Europäischen Gewerkschaftsinstituts), IDOC (Italien), Initiative für eine sozialistische Politik der SPÖ, Irish National Organisation of the Unemployed (Irland), Dr. Willibald Jacob (MdB), Dr. Peter Jankowitsch (stellvertr. Vorsitzender des Wirtschaftskomitees der Sozialistischen Internationale), Kairos Europa, Kirchlicher Dienst in der Arbeitswelt der Evang. Kirche in Deutschland, Claus Koch (Publizist/Berlin), Prof. Dr. Mohssen Massarat (Universität Osnabrück), Johann Maier (Abgeordneter des Nationalrats/Österreich), Prof. Dr. Klaus Michael Meyer-Abich (Universität Essen), Jakob Moneta (Journalist/Frankfurt/M.), Kerstin Müller (MdB), Prof. Dr. Hans G. Nutzinger (Gesamthochschule Kassel), Ökumenisches Forum der Europäischen Katholiken, Österreichischer Gewerkschaftsbund (Landesexekutive Oberösterreich), Österreichischer Informationsdienst für Entwicklungspolitik/ÖIE, Dr. Helmut Ornauer (Direktor der Koordinierungsstelle der Österreichischen Bischofskonferenz), Prof. Dr. Lode van Outrive (Katholische Universität Leuven), Prof. Dr. Norman Paech (Universität Hamburg), Brigitte Parnigoni (Geschäftsführerin/Friends of the Earth Österreich), Parti Socialiste Genevois (Schweiz), Pax Christi (Dänemark), Prof. Dr. Riccardo Petrella (Group of Lisbon), Quaker Council for European Affairs, Prof. Dr. Kunibert Raffer (Universität Wien), Dr. Helmut Schauer (Mitglied des Vorstands der IG Metall), Scheme Workers Alliance (Irland), Dr. Stephan Schulmeister (Österreichisches Institut für Wirtschaftsforschung/WIFO), René de Schutter (Groupe de Recherche pour une Stratégie Economique Alternative/Belgien), Schwedisches Netzwerk der Arbeitslosen, Dr. Franz Segbers (Evangelische Sozialakademie Friedewald), Christian Sterzing (MdB), Dr. Walter Sturm (Arbeiterkammer Oberösterreich), Society of Friends (Schweden), Jorgen Thomsen (DanChurch Aid/Dänemark), Prof. Dr. Brigitte Unger (Wirtschaftsuniversität Wien), Prof. Dr. Erwin Weissel (Universität Wien), Frieder O. Wolf (MdEP), Prof. Dr. Karl Georg Zinn (Technische Hochschule Aachen) ... 

cc: Leaders of the socialist, social democratic and green opposition parties in Germany, Ireland and Spain 

