
Introduction

Over the last decade there has been increasing 
public scrutiny of the taxes paid by companies, 

especially Multinational Enterprises (MNEs). Evidence 
suggests that some companies pay little or no tax any-
where in the world. There is a wide range of cross-border 
tax planning techniques that are used to produce such 
results which are collectively referred to as “base erosion 
and profit shifting”.

Last year the OECD and G20 jointly established a 
Base Erosion and Profit Shifting project to address those 
global concerns. The acronym BEPS is often used to refer 
to this specific project. G20 countries that are not mem-
bers of the OECD participate in BEPS as Associates, on 
an equal footing with Member Countries. However, it 
is widely recognized that many other countries need to 
be engaged in this work if it is to yield the greatest ben-
efits for countries generally and reflect the concerns and 
aspirations of all countries, by reducing their vulner-
ability to base erosion and profit shifting and increasing 
their ability to respond to it cooperatively and effectively.

In response to these concerns and increasing inter-
national attention, the United Nations Committee of 
Experts on International Cooperation in Tax Matters 
established a Subcommittee on Base Erosion and Profit 
Shifting Issues for Developing Countries at its annual 
session in October 2013.

The Subcommittee is mandated to draw upon its 
own experience and engage with other relevant bodies, 
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It is important to note is that there is not one single 
cause of base erosion and profit shifting. In some cases it 
reflects gaps and inadequacies in the design of domestic 
laws. Countries’ domestic rules for taxing multination-
als on their world-wide profits (“controlled foreign com-
pany” (CFC) rules) may be inadequate. In other cases 
countries’ rules for taxing investment into their coun-
try may be undermined by the use of related-party debt 
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What has Happened so Far?
G20 countries and the OECD have jointly committed 
to addressing base erosion and profit shifting. In June 
2012, the G20 leaders discussed the need to prevent base 
erosion and profit shifting at their meeting in Mexico. 
They asked the OECD to report to them on the issue. 
The report released by the OECD in February 2013 
outlined the problems and promised an Action Plan by 
mid-2013. The OECD’s Action Plan on Base Erosion and 
Profit Shifting 
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taxed at very low rates” but that the Action plan is “not 
directly aimed at changing the existing international 
standards on the allocation of taxing rights on cross-
border income”.4n

4 http://www.oecd.org/ctp/BEPSActionPlan.pdf, page 11.

For further Information

Please refer to the Financing for Development website at www.
un.org/esa/ffd/

Link to Base Erosion and Profit Shifting: http://www.un.org/
esa/ffd/tax/Beps/index.htm

The following questions were posed to tax administrations of 
developing countries. Please refer to the Financing for Devel-
opment website for the responses that were received.a

1. How does base erosion and profit shifting affect 
your country?

2. If you are affected by base erosion and profit shifting, 
what are the most common practices or structures used 
in your country or region, and the responses to them?

3. When you consider an MNE’s activity in your country, 
how do you judge whether the MNE has reported an 
appropriate amount of profit in your jurisdiction?

4. What main obstacles have you encountered in assessing 
whether the appropriate amount of profit is reported 
in your jurisdiction and in ensuring that tax is paid on 
such profit?

The Subcommittee has identified a number of actions in the 
Action Plan that impact on taxation in the country where the 
income is earned (the source country), as opposed to taxa-
tion in the country in which the MNE is headquartered (the 
residence country), or seek to improve transparency between 
MNEs and revenue authorities as being particularly important 
to many developing countries (while recognizing that there 
will be particular differences between such countries).

These are:

•	 Action 4 — Limit base erosion via interest deductions 
and other financial payments

•	 Action 6 — Prevent treaty abuse

•	 Action 8 — Assure that transfer pricing outcomes are in 
line with value creation: intangibles

•	 Action 9 — Assure that transfer pricing outcomes are in 
line with value creation: risks and capital

•	 Action 10 — Assure that transfer pricing outcomes are in 
line with value creation with reference to other high risk 

transactions (in particular management fees)

•	 Action 11 — Establish methodologies to collect and ana-
lyze data on BEPS and the actions to address it

•	 Action 12 — Require taxpayers to disclose their aggres-
sive tax planning arrangements

•	 Action 13 — Re-examine transfer pricing documentation

5. Do you agree that these are particularly important priori-
ties for developing countries?

6. Which of these OECD’s Action Points do you see as being 
most important for your country, and do you see that 
priority changing over time?

7. Are there other Action Points currently in the Action Plan 
but not listed above that you would include as being 
most important for developing countries?

8. Having considered the issues outlined in the Action 
Plan and the proposed approaches to addressing them 
(including domestic legislation, bilateral treaties and 
a possible multilateral treaty) do you believe there are 


