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Communication from the Commission to the Council




" PROBLE'IS POSED BY EXCISE HARTONISATION

- Conmunication from the Commisgion to the Council

Sl On 7 Larch 197? the Commlsﬂlon submitted to the Council a draft

; dlreotlve (the "Framework" dlreotlve) to govern the harmonlsafloh of
consumer taxes other than VAT(I). The proposal provided that by the time‘
‘of the dﬁolition of fiscal frontiers, llember States would apply five, and ‘
only five, excises — on mineral oils, monufactured tobacco, alcohol, beer
and wine. On the same date, the Commission also submitted proposals for
hafﬁ;nising the excises‘on alcohol, beer and wine, together with a draft
dlrectlve laylng down rules for the application of excimes on mixtures of'
beer, wine or alcohol, and a draft Council decision for the setting up of
a regulatony commlttee on excise duties, to deal with measures for

implementing the excise harmonisation directives.

2, On 9 August 1973,”the.Commission submitted a draft directive for

N . 5 . 2
harmonising excises on mineral 0115( )a

3. As regards harmoﬁisation of excises on manufactured tobaécdy the first’
.directive establishing the principles on which the harmonised excise should .
“be levied, together with a first stage in the harmonisation process, was g
adopted by the Council on 19 December 1972(3), as part of a series of
1Communify measures on tobacco, The Council is at present examiniﬁg two
further proposals on tobacco ex01 ses, one for the definition of tobacco

(4), ?g% onc for the orlterla to apply in a second stage of '

harmonisation*”’, This communication is not therefore concerned with the

products
question of harmonisation of excises on tobacco,

&4, The various excise proposals stermed from the Counoil resolution of

22 March 1971( ) for the gradual achlevement of economic and monetany union,

(I)OJ Co 43 = 29.4.1972

(205 6. 92 - 31.10.1973

(3or 1. 303 = 31.12.1972 o

os 6. 72 = 272601974 : L ‘

_ (g)OJ Co £5 = 274241976 ,
,( Jos ¢. 28 - 27.3.1971 , . ./




" The proposals were de51gned to aohleve a harmonised system of excise

lﬁﬂtaxatlon throughout the Conmunlty, both as to the excises to be lev1ed and

- as to their structures. They“ponstituteﬁ"a*first step’towards the

ultimate aim of.thepab0l1tkun,Qﬂ.fxscal.front;e?s and_free movement of

" goods -and persons throughout the Community. However, as these initial

: proposals related only to the structure° of the excises, the liberty of
Hember States to. fix the levels of 9101se rates was wnaffected. A variety
-of tran51t10nal prov181ons were included in the proposals, to facilltate
the adaptatlon of the excises in 1nd1v1dua1 Membor States to the proposed :

‘harmonised systems.

5¢ With the exception of the draft wine directive and the draft directive"
on mixed beverages, all the ekoise proposals received favourable‘opipions o
~from the‘ﬁeonomic and SooiallCommittee(l) and the European Parliament

The Parliament regarded the mixed beverages proposal as premétﬁre. As
.regards the draft wine directive, the Economic and Soclal Commlttee
expressed doubts as to its utility in advance of the abolltlon of flscal
frontiers, and the Buropean Parliament proposed that harmonlsatlon of '
“ excises on wine should be achieved by theirvabolitioh rather than (as
proposed by the Commlss1on) by their’ ‘extension to those Membér States

which did not apply this ex01se. '

| 6. In response to the oplnlons, the Commlss1on withdrew the proposal on
f‘mlxed beverages and made gome snall amendnents to the proposals on alcohol
~and on mineral oils, However, the Commluslon maintained unohanged “the
proposal for the 1ntroduct10n in all Member States of an ex01se on w1ne, v

'for reasons of competltlon.

" T To date, little progress has Been made with these proposaIS’af Council

. level, This has in part been due fo the need receﬁtly to give priority to'

discussions on the Sixth VAT Dlreotlve, in order to meet the 1. January 1978 .

deadllne for 11nk1ng part of the Communlty's own resources to VAT. However,} -

(‘(

(Log ¢, 36 = 1.6.1973 and 07 C. 109 - 19.9. 1974

o

(2)0J Ca 48 - 25, 2 1974 and OJ C. 32 - 11 241975+
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" oven when allowance has been made for the VAT work load, Council

- discussions on the excises have been limited, and the results, meagre.

8. The draft fremework directive and those for harﬁonising the excisesvon
‘beer, wine, and alcohol, together Qith the Excisé Cormittee decision, were
‘discussed ir the Council on a nwmber of occasions at the level of eiperts
ah&‘ofiEermanent representatives, However, no agreement could be reached
amongst the delegations. Late in 1974, a report on this group of proposals
wasg submitted by the Permanent Representatives Committee for discussion at
Miﬁisterial level, but the proposals have not as yet been examined by thg

* Councils, In addition to differences on technical points, a fundamental

‘f céusé of disagreement lay in the refusal. of certain delegations to discuss

_the structures of excise rates.

9. As fegards the draft directive on excises on mineral oils, the Council

has held only one meeting (at the expert level) on this proposal.

_le, In the Commission view, harmonisgation in the excise field is long

| ovérdue; First;there is the need for harmonisation of indirect taxes
v :within the Community to proceed in;a balanced fashion., The Council has now
*.f‘adopted the Sixth Dircctive on VAT, which provides for a harmonised basis
of assessment, In addition, on 1 Julj“of this year, the enlarged Community“
conpleted -~ the process of dismantling customs duties between Member |
States and of establishing a common external tariff. By contrast,
_harmonisation in the excise field has to date been limited to initial steps
‘related to the exéises‘lévied on c¢igarettes. There is thus the danger of
marked.disbarities in the rate at which harmonisation evolves in differéntl
" sectors of iﬁdirpct taxation. ConsequentL&, delay in adopting the excise
proposgls tb~$ome.§xtent,frustratés’the frontier simplifications and the B
‘ increaéod neutrality of competition which could be expected to flow from‘
7,.progre§s:ihiother sectors, This effect must tend to slow down harmonisation

" overall.

11. SecondLy, major differences still exist between the HMenber States.in
“the coverage and the mef&ods of assessmont'bf the excises. As a few.
substitutable

-

examples: different Member Statcs classify similar or

o/.
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products in dxfferent excisc catogorles, so that. they incur very dlfferent
tax buraens- producers of the sane goods operating in different Member

States beneflt from w1doly d;vcrgent periods of tax deferment, as on

'dcéasion‘dO‘donestically produced and imported products in the same lMember

State, pcrnitted losses in the manufacturing process or ln warehouse

;:"?leffer between HMember States; some Hember States permit tax~freoc ware-
"hou31ng ‘facilities not permitted by others. Such differences in the excise
o structures ‘distort compet1t10n and hinder the freo circulation of goods.

'And as the excises are in general levied at hlgh rates, the resulting

competitive dist ortions arc frequently sévere.

'12;“;Thirdky,'the'continued‘deiayiin harmonising the excisesméansvthat the .
‘ adisforfidns‘and discrinminations to which their different structures give
};3riée5 have of necessity to bo dealt with by other means. The Commission |
1.has been dbliged to open proceodlngs under -Article 169 of the. Treaty in a :'
“number of ¢ases where the oxciscs lcv1ed by Member States do not appear to
:'conform with the provisions of Article 95. In the majority of these cases,
v*_discriminafion arises because similar domestic. and imported products are
y/so classified for tax purposes that their fiscal trcatment d1ffers. The

.-Comnission is of course aware thut discrimination also arises from. dlfferences ‘

in tax rates, rather than in cla031f;cat10n. The Commission is,. however, :

of the view that most‘infringcmcnts could be - eliminated by the adoptlonvof"
.the draft directives for harmonisation of excise. structures which have
" already been, proposed. S

' "  13, Notwithstanding this prolonged 1nact1v1ty in the excise fleld the

Council, in replies to questions in the European Parllament(l), has

- reocognised on secveral occasions the utlllty of the excise propouals and

in particular those. for. harnonlsing taxes on alcohollc drinks. Moreover,
the Comm1551on has noted with sat1sfaction ‘the COuncll's stated intcntion,

‘-1n its written reply to. parllanentany questlon No. 709/76(2), to recommence
" .work on the Commission's excise harmoni;atlon proposals, now that the Slxth =

VAT Directive has boen adopted. Given this willlngness to re—commence work

,(2)0,; Co 127 - 3L.5. 1977
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" in this fﬁold, the Commission has considered how best the work may be
. carried forward, taking into account the changed circumstances since the

"::,excise proposals were put forward.

14. As stated oarllor, theo oxvise proposals were drawn up as part of the
‘ plan for economic and nonetany union, as a first step towards the abolition
'oi fiscal frontlers. The Comn1531on accepts that the obstacles presented '

 >by ourrent economic difficulties are such that the approximation o% tax

‘%l v:levels (and consequently, the ‘abolition of fiscal frontiers) can be

‘achieved only in the long tern. The Commission has also recognised, in

'51{paragraph‘3 of its Action Programme fOr'Taxa%ion(l), that "tax harmonisation

. must support work 6n ‘the convergence of cconomic policies, without imposing

’7oreatriotions on the llember States earlicer than is neccessary, espocialLy a8
"regards the rotes of tho main taxes and chonges" - Accordingly, the ‘
‘ fConm1ss1on has already proposed in the tax field "to concentrate on

o essentials and to restrict Community mcasuros to those which are

‘_absolutely indispensallo",

‘ v'f 15, Judged against these oriterio, the Commission accepts that the draft.

v'framework directive is not immediately relevant to the day-~to-day
functlonlng of the Connunlty. It is therefore neither necessary nor useful
x to pursue Council discussions of the framework proposal at the prcsont tlme.
"'However, the COﬂnlSSlOn continuos to attach great 1nportance to this
"proposal, which is still of value ih 1nd10at1ng the direction in which
; the harmonisation of the ox01ses should devolop. It is hoped that -
‘discussions can be re~comnenccd when the future evolution of economic aiu

-.'monetarv union is more clear thon at present.

16, - Turning to the remaining proposals ~ those for harmonising the
_structure of the excises on aloohol, beer, wine and mineral oils ~ the

~ Commission would not give then all the same priority. In the long term,
in cormon with the draft framework directive, all these proposals have an
essentlal part to play in the abollﬁxon of fiscal frontiers. However,.

. given that this is no 1ongor an 1mmed1ate obgoctlvo, there is. much to be’

said for a selective approach--

(1) gRG Dulletin To. OE 9/1975.
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‘some time to come,

17. As a first prlorlty, the - +1ne now seens ripe for the Counc11 to

. resune work on the proposals for harmonised excises on alcohol and on
1beer. ‘A1l the Member States alrea&y levv excises on these products, and
it is w1dely recognlsed fha+ divergensies in the structures’'of these excises
jln partlcular are the cause of cons Jdcrable conpefltlve dls+ort10ns. Both

‘fexc1ses are frequen+ sources of breaches of the Treaty obllga+1ons of the

Hember States, whlch have to be resolved by one neans or another. It is

‘evident that the re-conﬂenconenf of work on these pronOSal would nece331~ g
“tate an open-ninded approach, the d13cuss1ono coverlng the proposals in /

‘the1r entlrety, 1nolud1 those prov131ons on +he rafes structures.

18. The Commission remains committed to the pfobbéed framework directive
and to the proposal for a harmonis sed excise on W1ne. However, the
 framework directive must awalt further orogrecs towards cconomic and

"monetany union, As regards the wine exclae, the w1de1y divergent views

on this question within the Coun011, and its polltlcal dellcaqy, are such

that it is not reallstlc to antlclpate agreenent on 'this proposal for

19. As regards the mineral oils directivé,"fhe Conmission‘fécoghises
fthat progress with this 0rogosa1 is to some extent linked +o dlscu331ons
-on the common energy and. transport policies, Névertheless, adoptlon of”

jthe_proposéliwithout prejudice to future developments in these cpmmon.._

policies would of itself achieve useful results,
. Y

20, In cbnclusion; the Cormission proposes to the Council;'

R . .

(a) immediately to re~gbmmence,discussioné.on‘the proposals to

harmonise the excises on alcohol and beer, with a view to their. -
adoption by 1.lMay 1970; | ‘

() subsequently, to re—commence d1s0u831on on the proposa‘ to
harmonise .the exclses on mlneral 0119, w1th a view to 1ts
_adopt1on by the ‘end of 1978. i A
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