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Feedback to the EC’s Roadmap on business taxation for the 21st century

Invest Europe welcomes the EC’s initiative to take stock of discussions in international forums on reforming
the international tax system and set out a vision for business taxation in the EU to ensure that the system is
appropriate for the modern economy. In this context, we would like to share the following points, which we
believe should be considered, in order to ensure that the business taxation framework across the EU responds
to the realities of the modern globalised and digitalised economy.
First and foremost, a tax regime for the 21st century should encourage the innovation and research needed
for the green and digital transition by creating the right policy and environment for start-ups, scale-ups and
R&D, which play a crucial role in this transition. Furthermore, any tax regime that is to be future proof needs
to entail incentives for investments and for retaining capital.
One element we think is worth exploring is incentives for businesses to involve employees in taking ownership.
An important factor behind the success of a start-up is its ability of attracting and retaining the right talent,
and one way it can be able to do so is by providing stock options to its employees. However, for the ultimate
success of such incentives, it is necessary to have the right tax framework. We believe the right tax incentives
will allow start-ups and scale-ups to attract the talent they need to continue growing. Moreover, a harmonised
tax treatment of stock options across the EU would create a level-playing field. Finally, as also reiterated in
the paper on “Effectiveness of tax incentives for venture capital and business angels to foster the investment
of SMEs and start-ups” prepared for the EC, venture capital is more common in countries with more generous
taxes, allowing to incentivise key personnel with stock options. Tax incentives encouraging stock options can
therefore also promote venture capital funding.
Another aspect we find worth looking into is tax deductions for the companies that can contribute to the green
and digital transition and the recovery of the European economy after the COVID-19 crisis. Innovative startups, scale-ups and companies active in fields such as green and digital technologies, circular economy, life
sciences, infrastructure, health and deep-tech play a crucial role in the recovery and transition, in the creation
of jobs, and in tackling the health threats posed by the virus. All of this should be encouraged and supported
by the right tax incentives. As an industry committing long term and active capital to these innovative
businesses, we see benefits in looking into incentives such as super deductions for R&D, development of assets,
start-ups and scale-ups, as well as long term deductions in these areas. Furthermore, in order to encourage
investments in these companies, tax deductions for such investments could also be considered particularly for
seed/early-stage investments. The private equity and venture capital industry stands ready to actively
contribute to the green and digital transition and economic recovery we have ahead of us, and such incentives
would enable the industry to maintain and further boost its role as driver of innovation.

Finally, when taxing businesses which are part of global value chains, the global aspects must be taken into
account. Therefore, it is important that the upcoming EU initiative on digital levy is consistent with and builds
on the OECD work on Pillar 1 and Pillar 2. Having two different regimes – one at EU level and one at
international level – would increase the complexity and compliance burden and the risk of double taxation.
This could also lead to a situation where investments in the EU are more expensive and less attractive than in
other territories, which would be to the detriment of the EU economy and EU companies depending on those
investments, in particular in the times during and after the COVID-19 crisis, where investments are all the
more needed.
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