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The European Commission is increasingly emphasising tax policy as a tool to respond
to emerging challenges, ranging from growth and competitiveness to the climate
transition and inequality. Through the European Semester, the European Commission
proposes to European Union countries annual country-specific recommendations
(CSRs) in various areas of economic governance, including tax policy guidance aligned
with EU priorities. This paper examines how the content, focus and implementation of
tax-related CSRs changed between 2011 and 2025.

We draw on the Commission’s CSR database and classify each recommendation by
targeted tax instrument and policy objective, and assess implementation over time.
We find a clear shift in priorities away from labour and consumption tax reforms, and
towards capital taxation, tax administration and environmental taxes. This mirrors

a parallel reorientation of objectives, from growth and fiscal sustainability toward
environmental sustainability and tackling tax avoidance. More recently, however,
growth-related objectives appear to be making a comeback, possibly linked to renewed
concerns about competitiveness. However, these shifts do not appear to reflect the
successful implementation of older recommendations. Few tax-related CSRs are fully
or substantially implemented, with notable differences between countries in degree of
implementation.

These findings suggest that changes in the Commission’s tax-related advice have

been driven less by the successful implementation of earlier reforms and more

by a reorientation of the Commission’s policy agenda toward new objectives. This
widening scope highlights the European Semester’s flexibility in integrating emerging
priorities. However, poor implementation also suggests there still are challenges to soft
coordination on tax. Strengthening coordination requires clearer prioritisation, more
specific guidance, sustained (national) commitment and greater attention to national
contexts and reform feasibility.
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1 Introduction

Taxation is increasingly called on to help address the European Union’s most pressing challenges, from
ensuring fiscal stability, to supporting growth and investment, to financing the green transition and
reducing inequality. One way in which the European Commission seeks to push EU countries to use
taxation to advance these goals is through the annual European Semester process, through which the
Commission provides policy guidance to governments in line with common EU priorities. Guidance

takes the form of country-specific recommendations (CSRs), including on taxation.

This paper examines how the content and focus of the Commission’s tax-related advice changed
between 2011 and 2025, and to what extent any shifts align with broader strategic goals and evolving
principles from the academic literature, with particular attention paid to insights from the growth and
efficiency literature. Based on the Commission’s CSR database and 2025 CSR reports, we constructed
anovel dataset of tax-related CSRs issued during the European Semester, then classified them by tax
instrument and policy objective, and assessed their implementation over time. We show how priorities
have shifted away from labour and consumption tax reforms and towards capital taxation, tax
administration and environmental taxes, and how this reflects a parallel shiftin policy objectives from
growth and fiscal sustainability towards environmental sustainability and tackling of tax avoidance.
More recently, however, growth-related objectives appear to be making a return, possibly linked to

renewed concerns about competitiveness.

However, these shifts do not appear to reflect successful reform uptake: implementation of tax-related
CSRs remains consistently limited, with few being fully or substantially completed. This mirrors the
poor implementation record of CSRs in other policy areas (Darvas and Leandro, 2015; Efstathiou and
Wolff, 2022; Darvas, 2024).

Our findings suggest that the evolution of the Commission’s tax-related advice has been driven less by
the successful implementation of earlier reforms and more by reorientation of the Commission’s policy
agenda toward new objectives. While we cannot be certain about the exact reasons for these shifts,
they do seem to follow broader political dynamics. More focus on tax avoidance, for instance, follows
rising public and political intolerance of aggressive tax planning practices and the resulting base
erosion and profit shifting (BEPS) process established by the Organisation for Economic Co-operation
and Development and G201, Fiscal pressures from the sovereign debt crisis put revenue mobilisation
high on the agenda, while increased emphasis on sustainability mirrors growing concerns about the
climate challenge. In this sense, changes to the Commission’s priorities are grounded in real

challenges and legitimate policy needs.

While the widening scope of objectives highlights the European Semester’s flexibility in integrating

emerging priorities, it also risks overloading tax policy with multiple demands. The persistent

1 See OECD, ‘Base erosion and profit shifting (BEPS)’, undated, https:/www.oecd.org/en/topics/base-erosion-and-profit-
shifting-beps.html.
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implementation gaps documented in this paper suggest that responsiveness to new priorities has
come at the cost of follow-through on earlier reforms, in particular those in support of efficiency or
economic growth. This raises a deeper question: to what extent can such recommendations

realistically shape national tax systems?

The EU’s institutional framework complicates implementation. Tax policy remains largely a domestic
competence, or requires unanimity at the EU level. The Commission’s influence is largely limited to soft
coordination, such as the European Semester. However, to improve effectiveness, EU tax
recommendations must strike a better balance: integrating new societal priorities while ensuring that

the core principles of older reforms are not sidelined.

Our analysis provides some starting points to achieve this. Clearer prioritisation of reforms and
objectives will prevent tax policy from being overloaded with multiple objectives. Moreover, more
specific guidance is needed. Many CSRs remain too general to guide clear reform steps, limiting their
usefulness as actionable policy tools. Finally, the pronounced differences between EU countries in
implementation success highlights the importance of domestic political conditions, administrative
capacity and the relative priority given to tax policy within national planning. Strengthening future
coordination therefore requires sustained (national] commitment and paying of greater attention to

national contexts and feasibility of reform.

Section 2 reviews the principles of efficient tax systems. Section 3 documents the current structure of
taxation in the EU. Section 4 describes our data and methodology. Section 5 analyses trends in tax-

related CSRs and theirimplementation. Section 6 concludes by discussing the policy implications.
2 Efficient tax structures

At the core of modern tax policy debates lies the concept of tax efficiency. This is particularly the case
within the EU, where balancing revenue generation with minimal economic distortions is a persistent
challenge. Tax efficiency refers to the ability of tax systems to raise the necessary revenues while
minimising negative impacts on economic behaviour, including work effort, saving, investment and
consumption decisions?. Most taxes affect behaviour by altering the relative costs of these activities,
creating deadweight loss (ie the economic welfare lost when, because of taxation, market outcomes
deviate from their optimal allocation). Tax efficiency therefore entails designing systems that limit
such distortions per euro of revenue raised. This is often complementary to, though distinct from, the

goal of maximising economic growth.

Empirical evidence provides some insight into how tax structures can better support growth. While
related to efficiency, growth-friendly tax policies emphasise expansion of an economy’s potential
output over time, which may involve distinct policy choices. Higher overall tax burdens tend to

correlate negatively with growth, though the relationship may be non-linear (Batini et al, 2014; Gunter

2|t is important to distinguish this from administrative efficiency, which focuses on raising revenue at the lowest possible
administrative and compliance cost.



etal,2021; Lee and Gordon, 2005; Romer and Romer, 2010). Shifting the tax mix away from income
taxes toward consumption and property taxes could support higher growth because high personal
income taxes are more undermining of economic growth (to a greater extent than corporate taxes).
(Acosta-Ormaechea et al, 2019; Johansson et al, 2008; McNabb, 2018; Mertens and Ravn, 2013).
Moreover, raising revenues through base-broadening rather than rate increases tends to limit output
losses (Dabla-Norris and Lima, 2023). Despite this evidence, base-broadening strategies, especially
for corporate taxation, have become increasingly rare across the EU (Ducept and Godar, 2025).
Evidence on environmental taxes is more limited, though carbon pricing appears not to harm GDP
growth, aligning corrective and growth-friendly objectives (Metcalf and Stock, 2023).

A well-designed tax system must, however, balance efficiency with other objectives, most notably
equity and revenue sufficiency. The principle of equity (ie ensuring a fair distribution of the tax
burden) often conflicts with efficiency goals. Modern tax systems are also used to achieve secondary
policy objectives, such deploying environmental or health taxes to correct externalities, or promoting
innovation through targeted incentives. Taxation should also play this role in supporting common EU
policy goals beyond revenue generation, by aligning instruments with shared priorities (Darvas et al,
2025). While these instruments may improve societal welfare, they can also reduce pure economic
efficiency in narrow terms. Thus, tax policy involves managing trade-offs: balancing fairness, revenue

needs and broader policy effectiveness against the risk of economic distortions.

Against this conceptual and empirical backdrop, the following sections assess how well the EU’s tax
policy recommendations reflect these principles in practice. In particular, we examine whether the
European Semester’s advice has prioritised growth-enhancing reforms, how it has balanced competing
objectives over time and to what extent changing recommendations reflect successful
implementation, shifting priorities or broader strategic considerations. This analysis is essential to
understanding the evolving role of EU tax policy recommendations in addressing the EU’s economic
and societal challenges.

3 EU tax structures

Complementing the theoretical considerations in section 2, this section examines how the actual
structure of taxation in EU countries has evolved, and reflects on the implications for economic growth.
By documenting the levels and composition of taxation across the EU, it provides a baseline against

which the evolution of EU tax policy recommendations in the European Semester can be assessed.

Tax-to-GDP ratios in the EU remain among the highest in advanced economies (Figure 1)3.1n 2023, the
average tax-to-GDP ratio in the EU was about 40 percent, compared to the non-EU OECD average of
about 29 percent, and much lower ratios in countries such as the United States (25.2 percentin

2023). Within the EU, there are major differences: Scandinavian and western European countries

3 The tax-to-GDP ratio refers to total revenue from taxes and social contributions as a share of GDP.
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generally levy more taxes, while many central and eastern European countries maintain lower tax-to-
GDP ratios.

Figure 1: Tax ratios, simple averages Figure 2: Evolution of the tax mix in EU27
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European Commission (2025b).

The composition of the tax mix in the EU has remained remarkably stable over the past three decades,
with labour taxation (including social contributions) consistently representing the largest share of total
tax revenues (Figure 2). Since 1995, taxes on labour have accounted for just over half of the tax
burden, fluctuating within a narrow range of approximately 50 percent to 53 percent, with temporary
peaks in the aftermaths of the 2008 financial crisis and the COVID-19 pandemic in 2020.

The contribution of consumption taxes has likewise been steady, at around 28 percent of revenues
throughout most of the period, with a slight decline in recent years reflecting weaker internal demand
and temporary measures to support households (European Commission, 2025a). By contrast, the
share of capital taxation has remained modest and stable, consistently the smallest component of the
tax mix. Minor increases since the mid-2000s and in 2023 largely reflect cyclical fluctuations in
corporate profitability, rather than a deliberate structural shift towards greater taxation of capital
(European Commission, 2024a].



One of the most visible consequences of the EU’s reliance on labour taxation is its persistently high
labour tax wedge (ie the difference between employers’ total labour costs and workers’ take-home
pay, including social security contributions). In 2024, the average tax wedge for a single worker
earning the average wage in the EU was around 41.7 percent, compared with a non-EU OECD average of
25.7 percent. For example, the labour tax wedge is significantly lower in the US (30.1 percent) and UK
(29.4 percent). High tax wedges may discourage labour supply, particularly among low-income

earners, and may raise hiring costs for employers.

Environmental taxation has often been cited as a way to align taxation with climate objectives while
broadening the tax base. However, revenues from environmental taxes have declined as a share of GDP
in the EU27 (Figure 4). By 2010, environmental taxes accounted for around 2.4 percent of total tax
revenue, falling to about 2 percent by 2023. This trend runs counter to the EU’s ambitions to use fiscal
instruments to support the green transition, and suggests untapped potential to make greater use of
corrective taxes that would both raise revenue and help internalise environmental externalities (eg

European Commission, 2019).

Figure 3: Labour tax wedge Figure 4: Environmental tax revenue, EU27
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Environmental taxes are part of consumption taxes
(Eurostat 2024).

Taken together, these patterns highlight several important points about the EU’s tax structures. First,
overall tax-to-GDP ratios remain high by international standards, reflecting extensive welfare states in
most EU countries but also raising concerns about potential growth and competitiveness effects.
Second, the composition of the tax mix has proved remarkably rigid, with labour taxes persistently

dominant, despite long-standing evidence and policy recommendations advocating a shift toward less



distortionary bases, such as consumption and property taxes. Third, the high and persistent tax wedge
on labour continues to distort employment decisions, particularly for vulnerable groups, reinforcing
the case for structural reform. Finally, the declining share of environmental tax revenues, despite the
EU’s ambitious climate goals, underscores the gap between policy priorities and actual revenue

structures.

These trends point to a tension between the principles of efficient, growth-friendly taxation and the
reality of tax systems of EU countries. Reducing the tax burden on labour, broadening tax bases and
aligning tax policy with environmental and social objectives have therefore been recurring themes in
both academic and policy debates, and in the European Semester’s country-specific

recommendations, the evolution and effectiveness of which we examine in the next sections.
4 Data and method

To analyse how the European Semester’s tax policy advice has evolved, we take the Commission’s CSR
dataset plus the CSRs issued in 2025, which are not yet part of the dataset, and construct a novel
dataset of tax-related CSRs from 2011 to 2025. This section describes the data, processing steps and
classification methods used to extract and categorise the recommendations, providing the foundation

for the trend analysis that follows.

As part of the European Semester (ie the EU’s annual process of coordinating member-country
economic policies) the Commission proposes so-called country-specific recommendations, which are
intended to enforce the EU’s rules on fiscal and macroeconomic imbalances and to advise EU countries
on how to foster growth, ensure fiscal and macroeconomic sustainability, address climate change
challenges and improve social cohesion, among other areas. The Commission’s proposals are

discussed by the Council, which usually adopts the proposals after minor modifications.

The Commission’s records the CSRs in a database, which serves as the main tool for monitoring
progress with theirimplementation. All CSRs adopted in the context of the European Semester between
2011 and 2024 are registered in the database and in the Commission’s services’ assessments of
progress with CSR implementation over time* (European Commission, 2025b). The CSR database
captures the text of each recommendation and the policy area(s) to which each recommendation

pertains®.

The unfiltered CSR database for 2011-2024 contains 32,633 entries. These entries include the
evaluation of individual recommendations across multiple subsequent years. Throughout the paper,

we focus on ‘level 2’ recommendations, ie a specific subcomponent of a CSR. When analysing the

4 See the European Commission country-specific recommendations database,

https://ec.europa.eu/economy finance/country-specific-recommendations-database/.

5 Since the 2022 European Semester cycle, the European Commission has introduced a new list of CSR policy areas. The
mapping between the new and old policy areas is not one-to-one. To ensure taxonomic consistency across the full time
series and to avoid variation due to this administrative change, we standardised the Policy Area classification based on its
2022 version.
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evolution of the content of tax-related recommendations, only the year in which a given
recommendation was originally issued is taken into account. The unit of observation is thus the
country-year-recommendation level. Doing this ensures that the resulting data only retains the CSRs

as adopted by the Council.

By following this approach, the analysis captures the evolving policy agenda of the European
Commission. This approach provides a clearer view of shifts in tax policy thinking over time, isolating
the introduction of new reform priorities. However, this focus also comes with caveats: it may
understate the importance of persistent reform needs that the Commission identified in the past but
has not repeated explicitly in more recent CSRs, especially in areas where recommendations have not
been meaningfully implemented. As we discuss later, the overall rate of implementation has remained
modest, raising questions about whether changing patterns in Commission advice reflect reform

progress or simply shifting priorities.

In addition to the data from the Commission’s CSR database, we add the CSRs issued in 2025. These
recommendations were not yetincluded in the Commission’s database®. However, we manually added
them from the PDF documents containing the CSRs for 2025 as adopted by the Council on 8 July
20257. A couple of caveats apply. First, we only have the text of the recommendation. In the country
reports there are no policy areas assigned to the recommendations. This is a limitation, as our
matching procedure takes into account both the text of the recommendations and the policy areas
assigned by the Commission (more on this below]. Second, we needed to decide how to divide the full
CSRs (level 1] into their subparts (level 2). We have assumed that each sentence of a level 1 CSR
corresponds to a level 2 CSR. A cross-check against the historical data mostly validates this approach.
For these reasons, the results for 2025 will not be fully comparable to the results for other years.
Finally, the implementation status and progress assessment of the 2025 CSRs are not available
because these CSRs had not been evaluated at the time of writing. Therefore, the 2025 CSRs are not
part of our analysis of implementation trends. When the 2025 reports are included, the total number of
entries is 33,148.

Next, we identified the tax-related recommendations. A keyword-algorithm scanned each level-2
recommendation to detect the presence of the keyword ‘tax’ (in all its forms)®8. We screened both the
Policy Area and the Text fields of the recommendation. This is necessary because there are tax-related
recommendations that are not classified under the Policy Area ‘Taxation policy’. For example, under the
policy area ‘Competition & regulatory framework’, the Council recommended “reduc[ing] distortive

sector-specific corporate taxes.” By systematically screening the Text and the Policy Area fields, we

8 This is the case even though the description of the database states that: “All CSRs adopted in the context of the European
Semester since 2011 are registered in the database.”

7 See Council of the EU press release of 8 July 2025, ‘European Semester 2025: Council adopts country-specific
recommendations’, https://www.consilium.europa.eu/en/press/press-releases/2025/07/08/european-semester-2025-
council-adopts-country-specific-recommendations/.

8 We also check for related concepts, such as levy, levies, duty, duties and excise(s).

’
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ensured that all relevant tax-related advice, regardless of how it is categorised in the database, was

captured in our analysis®. This filtering step reduced the dataset to 406 tax-relevant observations.

Next, the tax-related recommendations were subjected to a structured classification process to enable
amore granular analysis of trends in EU tax policy discourse. Each tax-related recommendation was
classified by: 1) the tax instruments targeted by the recommendation (eg labour taxation, capital
taxation, consumption taxes, environmental taxes, tax administration), based on the keyword patterns
listed in Table 1; and 2) the policy objectives underlying the recommendation (eg increasing revenue,
improving efficiency, promoting redistribution, fostering growth or addressing tax evasion and
avoidance), guided by the keyword patterns defined in Table 2.

The classification was done using a rule-based pattern-matching algorithm, through keyword matching
on both the Text and Policy Area(s] fields. The pattern sets for tax instruments and policy objectives
were developed iteratively through a close reading of the database and our own judgement. Note that
individual CSRs can cover multiple tax instruments and policy objectives at the same time and can
thus be assigned to multiple categories across both. This enables a detailed analysis of the evolution

of EU tax policy priorities and framing over time.

Table 1: Tax instruments and associated keywords

Tax instrument Keywords used
labour, labor, earners, tax wedge, workers, hours worked, work
Labour tax
more hours, employees, employee, wage
capital, corporate, property, multinational, private sector,
. research and development, companies, research and innovation,
Capital tax . . . .
real estate, investment, housing, self-employed, financial
institutions, loans, cadastral, homeowner
Consumption tax consumption, vat, value-added tax

administration, tax compliance, tax avoidance, tax evasion, fraud,

o . tax planning, tax authority, enforcement, tax ruling, tax litigation,
Tax administration . . .
electronic invoicing, compliance, tax collection, costs of

collecting
Environmental tax green, environment, fuel, energy, vehicle
Other None matched

Source: Bruegel.

9 This makes a difference. Relying only on the Policy Areas in which ‘Taxation policy’ is included would result in only 66 new
tax-related recommendations, as opposed to the 374 observations in our analysis (excluding the 2025 data).

8



Table 2: Policy objectives and associated keywords

Policy objective Keywords used

o equity, poverty, inequality, inclusive, low paid, low wage, low income, lower
Redistribution ]
end of the wage scale, low-income, wealth

Environmental . i )
. sustainable, green, environment, fossil, energy
sustainability

efficient, growth, innovation, job creation, labour market, active labour market

policy, active labour market policies, distortive, tax burden on labour, business

Growth
environment, debt bias, research & innovation, R&D, access to finance, capital
markets

Fiscal broaden, tax expenditure, shadow, self-employed, tax compliance,

sustainability sustainability of public finances

Evasion & . . .

. fraud, avoidance, evasion, tax planning
avoidance
Other None matched

Source: Bruegel.
5 EU tax policy trends

By examining trends in the frequency, focus and stated objectives of tax-related CSRs, we assess how
the Commission’s tax policy discourse has evolved between 2011 and 2025. The analysis highlights
the tax instruments that have received the most attention over time and how the framing of policy
goals has shifted. In addition, we assess the extent to which these evolving priorities have translated
into effective reforms, as reflected in the implementation status of tax-related CSRs. Together, these
findings provide a comprehensive picture of the EU’'s changing approach to tax policy coordination and

its implications for member states.
5.1 Tax-related recommendations

Figure 5 shows tax-related CSRs as a share of CSRs issued in each year between 2011 and 202510,
This metric provides a useful indicator of the relative prominence of tax issues in the Commission’s

overall economic policy advice.

10 For the absolute number of tax-related and total CSRs on which this figure is based, see Figure Al in the appendix.
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Figure 5: Evolution of tax-related CSRs (% of total CSRs)
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Source: Bruegel based on European Commission.

The chart displays a cyclical pattern in the share of tax-related recommendations. Starting from 7.38
percent of all CSRs in 2011, the share increased steadily in the early years, peaking in 2015 ataround
15 percent. This suggests that, during the post-crisis recovery phase, the Commission placed growing
emphasis on tax reform. After 2015, however, the share of tax-related recommendations declined
gradually, reaching a low point around 2021, when it briefly dropped to zero. This sharp fall reflects the
exceptional circumstances of the COVID-19 pandemic. In 2021, only fiscal recommendations were
issued (Darvas, 2024). Since 2022, the trend has reversed again, with the share of tax-related
recommendations rising in 2023 and 2024, suggesting a renewed emphasis on tax reform in the
aftermath of the pandemic. However, in 2025 the share fell back to only 6 percent of all CSRs.

Figure 6: Share of tax-related CSRs by country between 2011 and 2025
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Figure 6 shows the percentage of tax-related CSRs in total CSRs issued to each member state from
2011 to 2025. Across countries, the share of tax-related recommendations varies widely. Sweden,
Germany, and France have received relatively more tax-related CSRs, while countries including

Slovenia, Cyprus and Finland have had lower shares.

These graphs highlight that the prominence of tax advice in the EU’s policy coordination process is not
static, but varies across countries and time, possibly in response to broader economic conditions and
policy priorities. It also raises questions about the sustainability of these shifts: do they reflect
strategic reprioritisation, temporary crisis responses or the maturing of national tax systems? In the
following sections we unpack these dynamics by looking at trends by tax instrument, policy objective

and implementation outcomes.
5.2 Trends by tax instrument

Figure 7 illustrates the evolution of the European Commission’s tax-related policy recommendations
by tax instrument from 2011 to 2025. Each panel shows the percentage of tax-related CSRs assigned
to each instrument, offering insight into how the Commission’s focus has shifted over time. The
ordering of the panels in Figure 7 reflects the relative weight of each tax instrument in the overall stock
of recommendations over the period. On average, capital taxation and tax administration were the

subject of most recommendations, while consumption taxation was the subject of the least.

Figure 7: Tax-related recommendation trends by tax instrument (% of total tax-related CSRs)
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(recommendations can cover multiple tax instruments at the same time), the shares in the different subplots do not add up
to 100 percent.

The capital tax panel shows a pattern of recurring attention in the CSRs, with notable volatility over
time. In 2011, about a fifth of all issued tax-related CSRs touched on capital taxation. This share
fluctuated over the following decade, peaking in 2022 at over 50 percent before falling back in 2023
and 2024.The 2025 data, however, shows an uptick again. This pattern suggests that capital taxation
has remained a core concern, likely driven by debates around the (international) taxation of corporate
profits and wealth tied to investmentincome. Examples of recommendations include: “/mplement the
new property tax system in order to restore the link between market prices and taxes and ensure fairer
taxation,” and “Further reduce the debt-bias in corporate taxation”. The more recent uptick may reflect
international developments, such as the OECD’s global minimum tax deal, agreed in principle in

2021, and growing EU-level concerns over tax fairness and competitiveness.

Tax administration gained increasing prominence until 2020. From a relatively modest 10 percent to
15 percent share in 2011, tax administration was part of over 60 percent of tax-related
recommendations by 2020, before declining to around 20 percent by 2025. This trend closely mirrors
the timeline of the OECD’s BEPS agenda, launched in 2013, which mobilised a global effort to curb tax
avoidance by multinationals (see footnote 1). The finalisation of the BEPS Action Plan in 2015, and its
implementation through EU instruments such as the Anti-Tax Avoidance Directive (ATAD, Directive (EU)
2016/1164) and country-by-country reporting (Directive 2016/881/EU), demanded substantial

improvements in tax enforcement capacity, information exchange and compliance systems.

However, despite the attention, the CSRs on tax administration often remain general and high-level,
rather than prescribing specific reforms. Examples include calls to “improve tax compliance, and
reduce tax evasion”, “pursue efforts to simplify the tax system and improve its efficiency, while
ensuring continuity of tax rules over time”, and “continue increasing the operational autonomy of the
tax authority”. Such broadly worded advice may reflect shared priorities, but leaves member states
considerable discretion in how to implement reforms, raising questions about how actionable and

impactful these recommendations are in practice.

In contrast, there has been a long decline in labour-tax recommendations. In 2011, around 65 percent
of tax-related CSRs included a labour-tax component, reflecting widespread concerns about the high
tax wedge on labour, particularly for low-income earners. Reducing labour taxes was central to many
European Semester CSRs, particularly to boost employment and competitiveness. Examples included:
‘Reform the tax and benefits system to strengthen incentives to work by shifting the tax burden away
from labour and by reviewing the design of benefits” and “Reduce the tax wedge for low-paid workers”.
Over time, however, this focus diminished, with the share falling to nearly zero by 2020, and only

partially rebounding to above 20 percentin 2025. This decline is notable given the important role of

11 See OECD ‘Statement on a Two-Pillar Solution to Address the Tax Challenges Arising from the Digitalisation of the
Economy/, 8 October 2021, https:/www.oecd.org/content/dam/oecd/en/topics/policy-issues/beps/statement-on-a-two-
pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-october-2021.pdf.
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labour taxation in efficiency and employment debates, and suggests that the Commission’s focus has

gradually switched to other emerging policy priorities.

Environmental tax-related recommendations have followed a U-shaped pattern. Initially around 30
percent of all tax recommendations included an environmental focus. Their share steadily declined to
near zero by 2017, before rising sharply again after 2021. By 2025, they approached 30 percent once
more, reflecting a reorientation of EU tax priorities around the green transition. This shift aligns closely
with landmark initiatives such as the European Green Deal (European Commission, 2019), which
explicitly promote taxation as a tool for environmental sustainability. Examples of CSRs include:
‘increasing taxation on energy products for transport” and “€nhance the growth and environmental
friendliness of the tax system”. The awaited revision of the Energy Taxation Directive (2003/96/EC),
designed to align fuel taxes with climate goals, further underscores this trend.

Consumption tax-related recommendations have declined steadily in prevalence. From around 20
percentin 2011, their share fell consistently to zero by 2017 and stayed there until 2021, with only
minor fluctuations since. While this trend might superficially suggest that value-added tax systems
have matured, we do not think this is accurate, as persisting (though improving) VAT gaps (European
Commission, 2024b]) and the limited implementation of past recommendations — discussed below —
indicate that significant challenges in VAT efficiency and compliance remain. The trend towards fewer
consumption tax recommendations more likely reflects a shiftin the EU’s strategic priorities and the
fact that VAT reforms can also be addressed through EU legislation, rather than country-specific
guidance. Recent EU-level initiatives to modernise the VAT system include the 2020 ‘quick fixes''2 the
2021 e-commerce VAT package ! and the VAT in the Digital Age package finalised in March 2025 to

tackle digitalisation, fraud and cross-border compliance issues4.

The other category includes recommendations that were either too vague to classify under a specific
tax instrument or that addressed one-off issues, making them analytically difficult to interpret.
Examples include: “Broaden the tax base”, “Continue simplifying the tax system”, “Remove distortive
tax expenditures” or “Improve the tax mix to support inclusive and sustainable growth”. Such
recommendations lack sufficient detail to determine which instruments or policy levers they are
meant to target (eg which tax instruments or provisions are considered to be ‘distortive’). Although
such recommendations provide high-level guidance, the lack of detail limits their usefulness for

monitoring progress and assessing alignment with broader EU tax policy objectives.

12 See Council of the EU press release of 4 December 2018, ‘VAT: Council adopts short-term fixes to current EU system’,
https://www.consilium.europa.eu/en/press/press-releases/2018/12/04/vat-council-adopts-short-term-fixes-to-current-eu-
system/.

13See Council of the EU press release of 8 November 2019, ‘E-commerce: Council reaches provisional agreement on new
rules for exchange of VAT payment data’, https://www.consilium.europa.eu/en/press/press-releases/2019/11/08/e-
commerce-council-reaches-provisional-agreement-on-new-rules-for-exchange-of-vat-payment-data/.

14 See European Commission news of 11 March 2025, ‘Adoption of the VAT in the Digital Age package’, https://taxation-
customs.ec.europa.eu/news/adoption-vat-digital-age-package-2025-03-11 en.
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Taken together, these trends suggest a clear reorientation of tax policy advice in CSRs over the past

decade. While labour and consumption tax reform dominated early cycles, more recent

recommendations have increasingly targeted capital taxation, tax administration and environmental

taxation. This raises questions about whether, for example, growth-friendly principles have been

sidelined in the process. In particular, the declining emphasis on labour taxation, despite its well-

documented relationship with employment and competitiveness, suggests that other priorities may

have crowded out the focus on growth. The next section examines how tax policy objectives have

evolved.

5.3 Trends by policy objective

The shifts over time in the European Semester’s tax-related recommendations from an emphasis on

labour and consumption taxes to more focus on capital taxation, tax administration and environmental

taxes cannot be fully understood without examining the policy objectives underpinning them. This

section complements the preceding analysis by examining the evolving policy goals underpinning the

Commission’s tax advice. Figure 8 shows how the share of recommendations linked to each policy
objective changed between 2011 and 2025.

Figure 8: Tax-related recommendation trends by policy objective
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up to 100 percent.
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The data suggests a clear rebalancing of priorities. In the early years of the period, the dominant
objectives were growth and fiscal sustainability. Nearly 75 percent of tax-related CSRs in 2011
reflected growth-related objectives, but this proportion declined steadily over the decade, falling below
20 percentin 2020. This decline mirrors the broader shift away from labour and consumption tax
reforms, which are often justified on growth and employment grounds. The share of growth-related
recommendations then remained relatively stable in 2022 and 2023, before a marked jump to above
40 percent of total tax-related recommendations in 2024, nearing 50 percent in 2025, possibly
reflecting the renewed attention paid to competitiveness. Similarly, the share of tax recommendations
related to fiscal sustainability objectives peaked in the mid-2010s, likely reflecting post-crisis
consolidation needs, but has since moderated to about 25 percent to 30 percent, falling below 20
percentin 2025.

In the meantime, new priorities have emerged. Tackling tax evasion and avoidance appeared more in
recommendations in the decade following 2011, peaking sharply in 2020 when nearly 65 percent of
tax-related recommendations touched on this theme, reflecting the impact of the OECD BEPS agenda

and EU measures against tax avoidance. The share has since fallen back.

Meanwhile, recommendations aimed at environmental sustainability have followed a U-shaped
trajectory: after declining between 2011 and 2017, their share rose markedly in recent years, reaching
over 40 percentin 2023 before dipping slightly in 2024. This trend tracks the renewed emphasis on

environmental taxation highlighted earlier.

Objectives related to redistribution and other policy goals have been of limited importance in tax
recommendations throughout the period, with only occasional spikes. The limited emphasis on
redistribution is notable given persistent concerns about inequality and perceptions of a cost-of-living
crisis. The lack of emphasis in tax recommendations could hide a preference for addressing inequity

through non-tax instruments.

The evolution of policy objectives helps explain the observed shifts in recommended tax instruments.
Earlier CSRs were largely framed around growth and fiscal sustainability, which aligned with
recommendations to reduce labour tax wedges and broaden tax bases to support employment and
competitiveness. Over time, however, the objectives reflected in CSRs saw an increased prioritisation
of environmental sustainability and measures to tackle tax avoidance. These changing priorities help
explain the declining emphasis on labour and consumption tax reforms, traditionally justified on
growth and efficiency grounds, and the rising focus on capital and environmental taxation, which

better align with equity, climate and anti-avoidance goals.

While the widening scope of objectives highlights the European Semester’s flexibility in integrating
emerging priorities, it also raises questions about whether tax policy can realistically deliver on so
many goals at once, and in particular whether sufficient attention has continued to be paid to growth-

friendly principles. To assess whether this shift has been underpinned by successful reform or simply
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by changing priorities, the next section examines how member states have implemented European

Semester tax-related recommendations.
5.4 Implementation trends

While the evolution of tax-related recommendations over time might suggest that certain areas, such
as labour or consumption taxes, have become less prominent in the wake of successful reform, the
implementation data tells a different story.

Before implementation trends can be analysed, some inconsistencies in the data structure mustbe
addressed. Some recommendations disappear from the Commission’s dataset for unclear reasons,
resulting in missing values — a limitation also noted by other researchers (eg Rainone, 2020). In
addition, some observations contain missing implementation assessments. To overcome this, we
completed and harmonised the dataset to ensure that each CSR could be tracked consistently over the
full period up to 2025. The time series were filled by extrapolating the last available non-missing

values for the implementation status, if available1>.

Our findings reveal persistentimplementation gaps. For all tax-related recommendations issued
between 2011 and 2024, the average implementation score remains modest, with only around 14.44
percent of recommendations judged as having been implemented ‘substantially’ or ‘fully’ (Figure 9].
Instead, most fall under ‘limited progress’ and ‘some progress’, with a non-negligible portion even
marked as ‘no progress’. This distribution indicates that, despite repeated guidance in some cases,
many tax reforms remain incomplete or only partly addressed by EU governments. By comparison, the
implementation rate for non-tax CSRs is around 19 percent (Figure A6 in the appendix), suggesting
that tax-related recommendations face greater obstacles to full implementation. This may reflect the
political sensitivity and technical complexity of tax reform, as well as the need for broad consensus

within national governments and parliaments.

Itis worth noting that this pattern is not driven by a composition effect, such as newer
recommendations skewing the distribution downward simply because there has been less time for
theirimplementation. When we restrict the analysis to the evaluation in 2025 of recommendations
issued in 2011 or 2019 (Figures A2 and A3 in the appendix), the implementation patterns remain
broadly similar. Nor do implementation rates vary substantially across tax instruments or policy
objectives (Figures A4 and A5 in the appendix). The only partial exceptions are recommendations
related to tax administration and the closely linked objective of tackling tax avoidance and evasion, for
which implementation rates are somewhat higher. Notably, recommendations targeting labour taxation
and those explicitly framed around growth objectives have not been implemented more successfully
than other areas, despite their early prominence. These findings are in line with results from other
studies (Darvas, 2024; Deroose and Griesse, 2014; Efstathiou and Wolff, 2019).

15 For example, if 2018 stated ‘Some Progress’ and later periods had missing values, all later periods were also assigned
‘Some Progress’.
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Figure 9: Distribution of implementation status of all tax-related recommendations issued between
2011 and 2024, evaluated in Semester cycle 2025
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These implementation patterns also help explain the persistent structural features of EU tax systems
documented in section 3. Despite repeated recommendations on reducing labour tax wedges and
broadening tax bases, labour taxes have remained the largest component of revenues and the average
tax wedge on labour in the EU remains high by international standards. Similarly, despite increased
attention paid in recommendations to environmental taxation, environmental tax revenue has
declined — possibly reflecting limited progress on environmental tax recommendations. The lack of
meaningful reform in these areas underscores the difficulty of translating EU-level guidance into
tangible national-level change and highlights how the implementation gap contributes to the

misalignment between stated EU priorities and actual tax structures.
5.4.1 Implementation status across EU countries

While aggregate data already shows that tax-related CSRs have generally seen limited follow-through,
an examination of implementation per country reveals sharper contrasts. Some EU countries have
implemented significant shares of their recommendations, while others have made little to no

progress.

Figure 10 summarises implementation rates of tax-related CSRs by member state. At one end of the
spectrum, Cyprus and Denmark implemented all their recommendations fully, though the small
number of CSRs they received makes these results less representative (respectively three and four
tax-related CSRs). Among larger countries, France and Greece have achieved relatively higher
implementation rates (42 percent and 38 percent, respectively), while Italy and Germany, despite
receiving high volumes of recommendations, have registered very low uptake (10 percentand 3
percent). A significant group of countries, including Austria, Ireland, Luxembourg, Malta, Portugal,

Slovakia and Sweden, did not fully or substantially implement any tax-related recommendations. This
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variation suggests that the effectiveness of soft coordination depends not only on the content of the
recommendations, but also on domestic political conditions, reform capacity and the relative priority

assigned to tax policy within each national agenda.

Figure 10: Successful implementation of tax-related recommendations issued between 2011 and
2024, evaluated in Semester cycle 2025, by EU country
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Source: Bruegel based on European Commission. Note: ‘Successful’ refers to recommendations judged as having been
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To an extent, persistentimplementation gaps may not be surprising given the institutional framework
in which EU tax policy recommendations are made. Taxation remains primarily a national competence,
with only limited EU-level instruments (notably with respect to VAT), which require unanimity in the
Council. The Commission’s ability to influence tax reform is therefore largely confined to soft
coordination, for example through the European Semester. This raises a broader question: to what
extent can the Commission realistically shape national tax policies in the absence of binding EU tools?
The recurring implementation gaps highlight both the political reluctance at national level and the
limits of the EU’s governance architecture, pointing to a need for stronger incentives or common

frameworks if tax-related CSRs are to achieve greater impact.

The evidence discussed in this section contradicts the notion that the shifting focus of tax-related
recommendations reflects successful implementation by member states. Instead of signalling policy
maturation or completed reforms, the persistent failings in implementation indicate that earlier
guidance has not been acted on meaningfully. The changing pattern of recommendations is therefore
better understood as a response to changing strategic and political priorities within the Commission.
Achieving durable progress will require not only well-designed recommendations but also stronger and
more sustained national commitment to reform.

18



6 Discussion

This paper has examined how tax-related policy advice to EU countries contained in the European
Semester has changed between 2011 and 2025, and to what extent it has reflected principles of
efficient and growth-friendly taxation. Our analysis of CSRs reveals a clear reorientation of tax policy
priorities: away from labour and consumption tax reforms, to capital taxation, tax administration and

environmental taxation.

This shift in tax instruments is linked to a broader rebalancing of the policy objectives underpinning
the Commission’s advice. Earlier CSRs were largely framed around growth and fiscal sustainability,
which aligned with recommendations on lowering labour tax wedges and broadening tax bases to
support employment and competitiveness. Over time, however, the Semester’s objectives increasingly
prioritised environmental sustainability and tackling tax avoidance, reflecting EU-level strategies such
as the European Green Deal and the OECD/G20 tax agenda. More recently, growth-related objectives
appear to be making a return, possibly linked to renewed concerns about competitiveness. These
changing objectives help explain the declining emphasis on labour and consumption tax reforms,
traditionally justified on efficiency and growth grounds, and the increasing focus on capital and

environmental taxation, which are more consistent with climate and anti-avoidance goals.

This reorientation reflects changing political priorities, not the maturing of tax systems following the
implementation of earlier Commission advice. This is shown by the persistent weakness in the
implementation of tax-related CSRs. Only few of recommendations have been fully or substantially
implemented, with limited or no progress on many. The lack of meaningful reform in these areas
underscores the difficulty of translating EU-level guidance into tangible change at national level, and
highlights how the implementation gap contributes to the misalignment between stated EU priorities
and actual tax structures, in particular with respect to efficiency and growth-friendly principles.

These persistentimplementation gaps are unsurprising given the institutional context of EU tax
policymaking. Taxation remains largely a national competence, with limited EU instruments, which are
moreover subject to the unanimity requirement. Consequently, the Commission’s influence is mostly

through soft coordination, such as the European Semester.

Our analysis has highlighted both the strengths and limitations of this reliance on soft, non-binding
guidance. The flexibility of the European Semester deserves recognition: it has allowed tax-related
CSRs to adapt swiftly to new EU priorities. Yet this same flexibility risks overloading tax policy with
multiple objectives, possibly diluting focus and coherence. Moreover, many CSRs remain too general to
guide actionable reform steps, limiting their usefulness. Finally, the pronounced differences across
countries in implementation success highlights the importance of domestic political conditions,
administrative capacity and the relative priority given to tax policy within national agendas.
Strengthening future coordination therefore requires clearer prioritisation, more specific guidance,

sustained (national] commitment and greater focus on country contexts and reform feasibility.
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Appendix

Figure A1: Evolution of tax-related and all CSRs (absolute values)
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Figure A2: Distribution of implementation status of tax-related recommendations issued in 2011,
evaluated in Semester cycle 2025
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Figure A3: Distribution of implementation status of tax-related recommendations issued in 2019,
evaluated in Semester cycle 2025
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Figure A4: Distribution of implementation status of all tax-related recommendations by tax

instrument
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Source: Bruegel based on European Commission.
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Figure AS: Distribution of implementation status of all tax-related recommendations by policy

objective
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Source: Bruegel based on European Commission.

A6: Distribution of implementation status of all non-tax-related recommendations (Semester cycle
2025)
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Source: Bruegel based on European Commission. Note: the ‘not assessed’ category here contains CSRs that were never

assessed.
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