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 Increased scrutiny of international tax planning of 
many high profile companies 

 Parliamentary and Congressional enquiries 

 Generally, these cases have not involved illegal or 
unlawful conduct  

 Raises questions about the effectiveness of the 
international tax rules  

 Against the backdrop of fiscal policies of austerity 
and consolidation, governments and citizens 
demand action  

 

 

 

What is BEPS? Background 
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MNEs represent a large proportion of global GDP 

 Intra-firm trade represents a growing part of overall trade 

 Shift to global operating models based on matrix 
management organisations and integrated supply chains 

Growing importance of services in the global 
economy 

 the increasing centrality of intellectual property  
to value-creation 

What is BEPS? Globalization 
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 Over time, MNEs have identified and taken advantage 
of some of the gaps that exist between the domestic 
tax laws and tax treaties 

 Treaties are negotiated on a bilateral basis and there are 
more than 3,000 of them in existence today 

 Rules designed to prevent double taxation are now 
facilitating: 

 Double non-taxation 

 Less than single taxation 

 Stateless income 

 

What is BEPS?  

A system under pressure 
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 These strategies are collectively referred to as BEPS 
and generally involve: 

Separating the location where profits are reported from 
the location where the actual economic activity or value 
creation occurs 

Shifting costs into high taxing countries and shifting 
profits into low taxing countries 

Some elements of the digital economy have exacerbated 
some of these problems in the international tax system, 
especially the rise of intangible assets 

 

What is BEPS? BEPS Strategies 
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 Framework no longer fully meets its objectives of 
allocating taxing rights between countries on the 
basis of where companies operate 

 The current situation creates an uneven playing field 

 Especially for businesses that are not MNEs 

 Leads to distorted allocation of resources 

 These flaws in the current system undermine the 
sovereign right of countries to set tax policy 

 Tax results that comply with the technical tax rules 
but fail the common sense test have resulted in 
increased litigation 

 

What is BEPS? Consensus-based 

international framework at risk 
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Growing threat of unilateral action 

 As a result of this growing concern over BEPS 
activities, many countries have considered 
‘unilateral’ action to protect their tax bases 

 Most countries are waiting for the Action Plan 
recommendations 

 

What is BEPS? The alternative?  
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The BEPS Action Plan 

 15 point Action Plan 

 Endorsed by the G20 Leaders at their meeting in  
St Petersburg, September 2013 

 OECD and G20 working together on an equal 
footing 

 OECD Member and accession countries 

 G20  countries 

 In consultation with developing, non-OECD and  
non-G20 countries 

 

The BEPS Action Plan 
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 The BEPS Action Plan is focused on 
achieving a better alignment between:  

 the location of taxable profits; and  

 the place where economic activities and value 
creation occurs 

 A key focus of the BEPS Action Plan is to 
eliminate double non-taxation, while 
avoiding double taxation 

The BEPS Action Plan 
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 Secure revenues and protect tax bases 

 Improve integrity of international tax rules by 
creating a single set of consensus-based rules 

 Must act quickly to prevent the unravelling of the 
existing consensus-based international tax framework 

 Provide greater certainty and predictability to 
taxpayers 

 Need to avoid unnecessary compliance burdens 
and restrictions on legitimate cross border 
activity  

 

 

The BEPS Action Plan 
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 G20 Leaders have adopted an ambitious timeline for 
the BEPS Action Plan: 

 2014 deliverables – 7 Actions (released September 
16, 2014) 

 2015 deliverables – 8 Actions 

 OECD developing detailed plans for implementation of 
the 15 Actions 

 Delivery of 15 BEPS Plan Reports to G20 Finance 
Ministers, early October 2015 

 

 

The BEPS Action Plan - Timeline 
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The BEPS Action Plan - Timeline 

A3: CFCs 
A2: Hybrid mismatches 

A4: Interest A5: Harmful tax 
practices A6: Treaty abuse 

A7: PEs 

A8: Transfer pricing 
(TP): Intangibles 

A9: TP: risks & capital 

A10: Other highrisk TP 

A11: Analyse data 

A12: Disclosure of 

aggressive tax planning 
A13: TP documentation 

A14: Dispute 
resolution 

A15: Multilateral 
instrument 

2014 deliverables 2015 deliverables 
A1: Digital economy 
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• Identify and assess a range of existing data sources 

• Recommend indicators of the scale and economic impact 
of BEPS  

• Undertake an economic analysis of:  

– the scale (fiscal effects) and economic impact of BEPS, 
including spillover effects; and  

– the effectiveness of BEPS countermeasures. 

• Develop recommendations for  tools to monitor BEPS and 
evaluate the effectiveness and economic impact of BEPS 
countermeasures on an ongoing basis 

– Includes identifying and assessing new types of data that 
should be collected and analysed  
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Action 11 Measuring & Monitoring BEPS 



• Many sources of data used by researchers:  

– National Accounts statistics, aggregate FDI, country trade data, 
individual company financial data, corporate tax return data 

• All have limitations, since values affected by BEPS, 
and except for tax return data, aren’t tax specific 

• Although individual company financial data helps 
separate BEPS-related behaviours from real 
economic effects, existing databases have major 
limitations 

• More comprehensive and detailed data is needed, 
and ensuring that data collected is used for analysis 
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Assessment of data for analysing BEPS 



• Six indicators proposed to track BEPS over time   

• A “dashboard of indicators” may provide broad 
insights into the scale and economic impact of BEPS 

• Indicators show: 

– Disconnect between financial and real economic activities 

– Profit rate and tax differentials 

– Domestic vs. foreign profit rate/tax differentials 

– Profit shifting through intangibles and leverage 

• Future access to more comprehensive and improved 
data will increase insights from BEPS indicators 
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Potential indicators of BEPS 



• Large body of empirical evidence of BEPS’ existence 

• Estimates of scale and economic impact of BEPS limited by data 
limitations and estimation issues. 

• What is the comparison point? (i.e., the “counterfactual”)  

– world without BEPS 

– world with unilateral anti-avoidance measures 

– world where BEPS countermeasure revenues are used to reduce taxes 

• Studies find BEPS countermeasures work; likely to be more 
effective if internationally-coordinated 

• IMF study has focused on international tax spill-overs 

• Estimates of global fiscal effects of BEPS should be ranges and 
note underlying data, assumptions and limitations 
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Economic analysis of BEPS and 

countermeasures 



Action 11 Request for Input in August 2014  

Worked closely with OECD/WP2 country 
delegates, a special Action 11 Focus Group of 
country delegates, the OECD Economics Dep’t, 
consultations with many academics 

Draft Action 11 consultation paper in April 2015 

Action 11 consultation meeting in May 2015 

BEPS Project presented to G20 Finance Ministers 
in early October, including Action 11 report 

Stay tuned 

Action 11: Steps 
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Contact details 

Tom Neubig 

Deputy Head of the Tax Policy and Statistics Division 
Centre for Tax Policy and Administration 

Thomas.Neubig@oecd.org   
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