Follow up to the European Parliament resolution on financial participation of employees in companies’ proceeds, adopted by the Commission on 2 April 2014
1. Rapporteur: Phil BENNION (ALDE/UK)

2. EP reference number: A7-0465/2013 / P7_TA-PROV(2014)0013

3. Date of adoption of the resolution: 14 January 2014

4. Subject: Employee financial participation

5. Competent Parliamentary Committee: Committee on Employment and Social Affairs (EMPL)

6. Brief analysis/assessment of the resolution and requests made in it:
The resolution highlights a number of obstacles to employee financial participation (EFP) across the EU. For instance, it identifies the differences between Member States regarding compulsory social security contributions on income for financial participation, the lack of information about existing financial participation schemes, the lack of national legislative measures favouring the development of EFP schemes, or in the context of tax policy, the need for further transparency about national schemes.

The resolution identifies a number of measures to encourage and facilitate employee financial participation across the EU. It calls, among others, for more exchanges of best practice among Member States on EFP schemes and better transferability of best practice schemes; for closer engagement of social partners, employee ownership organisations and stakeholders in dialogue on EFP policies; and for better organised information campaigns, and in this context, it encourages the use of the existing or new one-stop-shop information portals to explain the benefits, advantages and risks of EFP, and any other relevant information.

Furthermore, the resolution calls on the Commission to carry out an independent impact assessment on a so-called “29th regime” for employee financial participation and on that basis, to consider developing a set of basic guidelines for successful EFP schemes encompassing a number of specific elements mentioned in the resolution. As regards taxation, it calls on Member States to provide targeted tax incentives, and it is of the view that the Commission should present guidelines on taxation of employee financial participation.

The European Parliament resolution looks forward to the results of the Pilot Project on “Promotion of Employee Ownership and Participation”, including with regard to the development of a Virtual EFP Centre and the Effective Tax Rate Calculator.

7. Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the resolution of the European Parliament and its support for action to promote employee financial participation and employee share ownership across the EU.

In its 2012 Action Plan on European company law and corporate governance, the Commission underlined that it would identify and investigate potential obstacles to trans-national employee share ownership schemes, and that it would subsequently take appropriate action to encourage employee share ownership throughout Europe.

As the first step, a pilot project on “Promotion of employee ownership and participation” is currently being carried out by the Commission. Its purpose is, first, to identify obstacles to transnational employee share ownership schemes and common principles or best practices underpinning the existing national schemes. Second, it will identify the most appropriate means of enhancing knowledge of and access to the relevant information about employee share ownership, including the setting up of a targeted website or a platform. It will also identify and assess the most appropriate potential EU policy initiatives to encourage employee share ownership schemes throughout Europe.

The pilot project will directly address a significant number of recommendations made by the European Parliament. It will, among others, assess the merits, costs and impacts of a potential 29th regime and will look into feasibility, costs and impacts of making information on employee share ownership available either through a number of European offices/ centres across the EU or through an online virtual information centre. The final report on the pilot project is expected after the summer of 2014.

As part of the pilot project, the Commission hosted a targeted conference in Brussels on 30 January 2014 
 with a view to discussing the interim results of the Pilot Project and promoting awareness and facilitating the sharing of best practices on employee share ownership. The event brought together all stakeholders including Ms Pervenche BERÈS, MEP and Chair of the Employment and Social Affairs Committee, and Mr Phil BENNION, MEP and rapporteur for the European Parliament’s resolution.

On the basis of the findings of the final report of the pilot project, which will analyse in detail costs, benefits and impacts of all potential regulatory and non-regulatory initiatives, and after careful consideration of the recommendations in the European Parliament’s resolution, the Commission will decide about the appropriate follow-up action.

It should be noted, however, that there are some limits to what can be done by the Commission in this area. As regards taxation, Member States have broad freedom to design their tax systems in the most appropriate way to meet their domestic policy objectives, including as regards providing tax incentives for employee financial participation. However, in the exercise of their taxation rights, they must respect their obligations under the EU Treaties, are not allowed to discriminate on the basis of nationality, to apply unjustified restrictions to the exercise of the fundamental EU Treaty freedoms or to breach EU state aid rules. The Commission takes an active role in ensuring that Member States apply EU law correctly including with regard to the tax treatment of employee financial participation. As regards double taxation, the Court of Justice of the EU has ruled that double taxation which results from the parallel exercise of taxing rights by Member States is not per se contrary to EU law. However, the Commission considers it an obstacle in the Internal Market and is currently considering a general initiative aimed at addressing unrelieved cross-border double taxation within the EU.

The Commission agrees that transparency and the provision of tax information plays an important role for citizens in cross-border situations, as has been highlighted in the Commission Communication on removing cross-border tax obstacles for EU citizens
 and in the 2013 Citizenship Report
. In this context, the above-mentioned pilot project will also examine the potential use of the Effective Tax Rate Calculator.
----------

� � HYPERLINK "http://ec.europa.eu/internal_market/company/modern/index_en.htm#conference2014" �http://ec.europa.eu/internal_market/company/modern/index_en.htm#conference2014�.


� http://ec.europa.eu/taxation_customs/resources/documents/taxation/gen_info/tax_policy/com(2010)769_en.pdf


� http://ec.europa.eu/commission_2010-2014/reding/factsheets/citizenship-report/
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