
An Update on the International Tax Framework 

A. Introduction 

Most countries largely depend on tax revenues to fund essential goods and services, social 

protection and poverty reduction measures. In recent years several significant barriers to 

mobilizing tax revenues have received increased attention from international organizations and 

donor countries. At the domestic level insufficient tax administration capacity, informal (and 

untaxed) sectors, increasing tax incentives, and decreasing corporate tax rates impede greater 

collections. At the international level secrecy provisions allow residents of one country to evade 

taxation of income from assets held abroad. At the same time uncoordinated and/or ineffective 

rules enable widespread corporate tax avoidance, also known as ‘base erosion and profit-

shifting’.  

 

The Group of Twenty countries (“G20”) is leading the current push to remove these barriers to 

tax collection with support from the international organizations (“IOs”) of the Platform for 

Collaboration on Tax (“PCT”), but not necessarily with human rights fulfillment as a primary 

concern. Although barriers to domestic level tax collections deserve attention, this essay focuses 

on the international tax architecture, and specifically, how a human-rights based approach would 

affect its design. First, this essay presents the international legal and institutional frameworks for 

both tax and human rights. The next part examines the international tax architecture juxtaposed 

with the international human rights framework. And the last section concludes with policy 

recommendations. 

 

B. The International Tax Architecture 

 

Multilateral tax agreements are relatively nascent. In fact, it can be said that there is no universal 

agreement on how profits should be taxed. And for good reason: taxation is a highly protected 

field of national prerogative. Yet, in reality, and for quite some time, neither company structures, 

operations, nor their profits, have been confined to national borders. Governments have 

attempted to adapt to the globalized economy through a series of bilateral agreements, initially 

with the intent of helping businesses resident within their borders avoid double taxation of 



profits. However, as the core capital of most (and many of the most profitable) businesses grows 

soft and the assignment of profits from that capital more squishy, governments are increasingly 

concerned about non-taxation of global profits. Put simply, there are too many places for global 

profits to hide, making multilateral agreements on consistent tax rules, and thus, international 

cooperation on tax matters, essential. 

 

1. History of Model Double Tax Conventions 

 

The first model for bilateral tax agreements between countries was adopted in 1928 by the 

League of Nations based on a group of experts, which later became the Fiscal Committee of the 

League of Nations. A second draft was produced in 1935, followed by subsequent models 

developed in Mexico (1943), favoring source-based taxation and soon after an alternative model 

developed in London (1946), favoring residence-based taxation.
1
 After World War II, the United 

Nations, as the successor body to the League of Nations, sought to forge a compromise between 

the two models the Fiscal Committee.  

 

However by 1958, the countries of the Organization for European Economic Cooperation, which 

later became the Organization for Economic Cooperation and Development (OECD) had 

developed the first draft of its own model convention firmly established in residence-based 

taxation. This draft was amended four times through 1963 and eventually the full model was 

adopted and published in 1977 through the OECD Committee on Fiscal Affairs.
2
 At the same 

time, the United Nations resumed its work on international tax cooperation in 1967, followed by 

the establishment in 1968 of an Ad Hoc Group of Experts on Tax Treaties between Developed 

and Developing Countries. That group produced a Manual for the Negotiation of Bilateral Tax 

Treaties between Developed and Developing Countries in 1979. The next year, the group 

published a UN Model convention, which was largely based on the OECD Model, but allowed 

for greater source-based taxation. 
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Since their development, both the UN and OECD Models have been similar in many respects: 

both were created to prevent double taxation; both acknowledge taxing jurisdiction (permanent 

establishment) in similar ways; both allow for reductions to withholding taxes on outbound 

payments; both provide for the taxation of business profits where they are earned, which is 

determined under the arm’s length principle; both establish a mutual agreement procedure for the 

resolution of tax disputes; and both models  provides for exchange of information by competent 

authorities, either on request, automatically, or spontaneously. However, in each of these aspects, 

the UN Model has preserved the taxing rights of countries in which production takes places, for 

example through shorter time requirements to create a permanent establishment and fewer 

reductions of withholding taxes on charges such as fees for technical services and royalties. 

Moreover, while the OECD Model requires mandatory arbitration for unresolved tax disputes 

after two years, the UN Model has only provided arbitration as an option requiring consent from 

all parties.  

 

2. Double Non-Taxation: Its Causes and Consequences 

 

Despite the fact that there are well over 3,000 bilateral tax treaties in place, such agreements only 

provide partial coordination, and are highly geared toward encouraging foreign direct investment 

by yielding withholding tax rights to prevent double taxation. Without other efforts of 

coordination many loopholes enable by the vast treaty network have been exploited for tax 

avoidance purposes. In 2015, the OECD estimated the losses of corporate income tax revenues 

globally at $US 100-240 billion. As revealed in the Luxembourg Leaks (2014), such tax 

avoidance techniques are often engineered in collusion with governments, which provide 

confidential rulings to approve of elaborate company structures that take advantage of treaty 

networks and uncoordinated national tax systems. Luxembourg’s tax rulings alone allowed over 

340 companies to set up complex company structures to avoid corporate income tax globally. 

 

At the same time, preferential tax regimes in some countries offer zero or low taxes, often for 

companies owned by nonresidents or not engaged in the domestic economy. They may also 

provide protections of secrecy, either directly through providing secrecy of the identity of the 



person(s) owning the assets, or indirectly through the provision of business entities that the 

beneficial owner can hide behind. Both forms of secrecy block enforcement of other countries’ 

laws. Thus, depending on the type of business the country wants to attract, preferential tax 

regimes may work hand-in-hand with secrecy laws to enable not only tax avoidance through 

shell companies that take advantage of treaty relationships, but also tax evasion either through 

anonymous holding companies with secret bank accounts or permanent storage of stolen or 

hidden assets such as gold, diamonds, wine, art, etc. These structures provide cover for terrorism 

financing and laundering of the proceeds from human trafficking, corruption, and contraband 

such as drugs, and other illegally traded goods. 

 

3. Multilateral and Unilateral Action on Tax Transparency and Exchange of Information 

 

(a) Harmful Tax Practices 

 

Concerns about harmful tax practices led to action first through the G7 leaders in 1996, who 

requested the OECD to produce a report, entitled Harmful Tax Competition (1998). This report 

stimulated (i) an attempt to define ‘harmful tax practices’ and apply these standards through a 

Forum on Harmful Tax Practices (FHTP), and (ii) an effort to improve exchange of tax-related 

information taken on through a Global Forum on Transparency and Exchange of Information 

(Global Forum). The Harmful Tax Competition report outlined a work agenda to identify 

preferential regimes among OECD countries; and created a ‘black list’ of tax havens among both 

OECD and non-OECD countries. The report also established criteria of preferential regimes, 

which were potentially harmful and the FHTP carried the recommendations of the report 

forward.  

 

By 2000, the FHTP had identified 47 potentially harmful regimes within OECD countries as well 

as 35 tax haven jurisdictions (most of which were small islands and/or small island developing 

states). However, six years later, 46 of the 47 potentially harmful regimes were taken off of the 

list. The Global Forum was tasked to engage with non-OECD countries to deal with the ‘tax 

haven’ classification through development of the Agreement on Exchange of Information in Tax 

Matters in 2002 as the gatekeeper for admission of non-OECD countries into the Forum.  



 

Following the 2009 London Summit of the G20, at which G20 Leaders pledged “to take action 

against non-cooperative jurisdictions, including tax havens”
3
 the Global Forum was re-structured 

with an independent Secretariat. Currently comprised of 134 member countries, the Global 

Forum monitors the implementation of standards on tax transparency and exchange of 

information through peer-review mechanisms, country reports, and compliance ratings. At the 

same time, the FHTP remained within the OECD and was restricted to only address “preferential 

tax regimes and on defensive measures in respect of such regimes”.  

 

(b) U.S. Foreign Account Tax Compliance Act 

 

Around the same time, in 2010, the United States enacted the Foreign Account Tax Compliance 

Act (FATCA)
4
 on a unilateral basis. Under FATCA, foreign financial institutions are obliged to 

report basic information (name, address, taxpayer identification number, etc.) on accounts held 

by US taxpayers or by foreign entities owned by US taxpayers to the U.S. Internal Revenue 

Service (IRS), or account holders are subject to a 30% withholding tax penalty. As of this writing 

113 countries have entered into bilateral intergovernmental agreements with the U.S. under 

FATCA. 

 

(c) Convention on Mutual Administrative Assistance in Tax Matters and the Common 

Reporting Standard 

 

Although the Convention on Mutual Administrative Assistance in Tax Matters (CMAATM) was 

first developed by the OECD and Council of Europe in 1988, at the request of the G20, the 

Convention was amended by Protocol in 2011 to allow for participation by all countries. As of 

this writing 103 countries have signed the Convention. Two years later, in September 2013, the 

G20 mandated the OECD to develop a so-called common reporting standard (CRS) for the 

automatic exchange of information. One year later, the G20 endorsed the Common Standard on 

Reporting and Due Diligence for Financial Account Information and by August of 2015, the 
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OECD published an Implementation Handbook for the CRS. Under Article 6 of the CMAATM, 

Parties agree to exchange of tax information and must sign the CRS Multilateral Competent 

Authority Agreement (CRS MCAA) in order to participate in automatic information exchange. 

Notably, even though the CRS MCAA is a multilateral instrument, the actual exchange of 

information occurs bilaterally only between competent authorities which agree to become 

exchange partners. As of this writing, 84 countries have signed the CRS MCAA with automatic 

exchanges of information set to begin in September 2017.
5
 

 

The G20 Finance Ministers have further requested the OECD to prepare a black list of non-

cooperative jurisdictions by the July 2017 G20 Leaders’ Summit, at which point, “defensive 

measures will be considered.”
6
 In order to be classified cooperative, the OECD has stated that 

countries, particularly those classified as financial centres, must meet at least 2 of 3 following 

requirements: a compliance rating of ‘largely compliant’ by the Global Forum; a commitment to 

automatic exchange of information under the common reporting standard by 2018; and 

participation in the CMAATM or a sufficient bilateral network of information exchange (a 

probable reference to the U.S. intergovernmental agreements under FATCA).  

 

4. Multilateral Coordination and Unilateral Action on Base Erosion and Profit Shifting 

 

In addition to the movement toward automatic exchange of tax information, the G20 mandated 

the OECD to lead on reform efforts to “realign taxation with economic substance and value 

creation” and tackle base erosion and profit-shifting (BEPS). In February 2013, the OECD 

published the report Addressing Base Erosion and Profit Shifting and a few months later 

developed an Action Plan on Base Erosion and Profit Shifting. In just two years, the OECD 

presented the final BEPS package to the G20 Finance Ministers with detailed reports on each of 

the 15 Actions and recommendations for coordinated reform of the international tax rules.  

 

The BEPS Project achieved consensus on four minimum standards which were endorsed by the 

G20: model provisions to prevent tax treaty abuse; standardized Country-by-Country Reporting; 
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a re-launching of the FHTP peer review process to address harmful tax practices; and an 

agreement to secure progress on dispute resolution through the mutual agreement procedure.  

 

In order to implement country-by-country reporting, the OECD has developed the Multilateral 

Competent Authority Agreement on the Exchange of Country-by-Country Reports (CbC MCAA) 

as well as a standardized electronic format (CbC XML schema) for the exchange of CbC Reports 

between jurisdictions. Under this agreement, countries will automatically exchange tax 

information on revenues, profits, taxes due/paid, employees and assets of each entity. As of this 

writing, there are 44 signatories to this agreement. 

 

BEPS ‘Associate status’ in the OECD’s Committee on Fiscal Affairs is being offered to all 

interested countries who will commit to both the BEPS standards and BEPS implementation peer 

review. The ‘Inclusive Framework’ approach means that the BEPS reform measures can now be 

extended worldwide: Peer reviews on the four minimum standards will take place by and of the 

members of the inclusive framework and “relevant jurisdictions” regardless of their involvement 

in the framework will also be peer reviewed. The Inclusive Framework on BEPS implementation 

held its first meeting in Kyoto on 30 June and 1 July. The inclusive framework is currently 

comprised of 84 member countries.  

 

In addition, an Ad Hoc group of 96 countries are undertaking negotiations to develop a 

multilateral instrument (MLI) to modify existing bilateral tax treaties with measures 

recommended by the BEPS process. Similar to the matching process of information exchange 

under the CRS, countries will indicate which alternative tax treaty measures they choose to adopt 

to modify their existing tax treaties and measures will only take effect where both countries’ 

preferences have matched. In addition to the tax treaty measures recommended by the BEPS 

process, and despite the failure to achieve consensus on mandatory, binding arbitration during 

the BEPS process, particularly due to the objection of non-OECD countries, the MLI 

negotiations will include development of a provision for mandatory, binding arbitration.
7
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5. The Platform for Collaboration on Tax 

 

In April 2016, the major international organizations (IOs) working on various areas of tax 

standard setting and capacity building announced the establishment of the Platform for 

Collaboration on Tax (PCT). The PCT members are as follows: International Monetary Fund 

(IMF), Organization for Economic Development and Cooperation (OECD), United Nations 

Financing for Development Office Capacity Development Programme, and the World Bank 

Group (WBG). This Platform formalized increasing collaboration on tax issues by the IOs, 

which was initiated in 2011 at the request of the G20 to produce a report identifying the key tax 

challenges facing developing countries.
8
 Since its formation, the G20 Finance Ministers have 

acknowledged its establishment and progress.
9
 

 

The PCT will produce eight toolkits and reports for the G20 in order “to translate the complexity 

of BEPS outcomes (in relation, for instance, to transfer pricing), into user friendly guidance for 

low capacity countries” and to “address international tax issues not included in the BEPS project 

(such as indirect transfers of assets)”.
10

 Discussions in the G20/OECD inclusive framework will 

feed into the outputs of the platforms and “possibly” vice versa. Leaders in the platform have 

insisted that it will not serve as a norm-setting body, but will provide more of a research and 

capacity building function in relation to the BEPS Inclusive Framework.  

 

Thus far, and at the request of the G20, the PCT has produced a toolkit for low-income countries 

on effective use of tax incentives
11

 and a recent report outlining ways to provide effective 

support in building tax capacity in developing countries.
12

 While the first paper presents research 

on the use and effectiveness of tax incentives and extrapolates policy guidance, the second paper 

focuses on capacity building and goes further to set an implementation agenda to develop 
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revenue mobilization strategies for 3-5 pilot countries and provide support for developing 

countries to engage effectively in international tax policy discussions and institutions.  

 

6. Institutional Roles 

 

The capacity building report of the PCT describes the current actors in the tax capacity building 

field, including but not limited to the members of the PCT: bilateral donors, regional tax 

administration associations, and initiatives such as the OECD-UNDP Tax Inspectors Without 

Borders, and the Addis Tax Initiative (a joint capacity building effort of Germany, the 

Netherlands, the U.K. and the U.S.) are highlighted. In Appendix 3 of the report, PCT members 

are self-described in the following ways: 

 

a) “Technical assistance in taxation is one of the core functions of the IMF. Bi-lateral 

assistance on tax policy, revenue administration design, tax law drafting, and capacity 

building has been provided to the Fund’s member countries on demand for the past 50 

years…” 

b) “The OECD seeks to improve global tax systems through the development of standards 

and norms and their effective implementation.” 

c) “WBG support for client countries to build the capacity of their tax systems is provided 

through a range of instruments, which ensures support throughout their lifecycle, from 

diagnosis and analysis of causes and solutions to tax issues, design of a program of 

capacity building, implementation, and finally, evaluation.”  

d) The UN capacity development programme on international tax cooperation is focused on 

the needs and priorities of developing countries, especially least developed ones. It is 

carried out through a collaborative engagement of tax officials from developing 

countries, members of the Committee of Experts on International Cooperation in Tax 

Matters, relevant international and regional organizations and prominent academics.”  

 

In this context, the IOs have positioned themselves both in relation to the mandates of the G20, 

as well as to each other as members of the PCT: The G20, as the self-designated “premier forum 



for international economic cooperation”
13

 provides mandates on issues of international taxation 

to the OECD directly, which receives support from the members of the PCT (of which the 

OECD is also a member). Each of the members of the PCT perform a nuanced role in supporting 

developing countries through capacity building, while the OECD alone serves as the forum for 

the development of norms and standards on international taxation.  

 

In July of 2015, during the Third International Conference on Financing for Development, the 

G77 and China proposed to upgrade the UN Committee of Experts on International Cooperation 

in Tax Matters (UN Committee) to a universal, intergovernmental body—a move heavily 

supported by civil society groups. (Members of the UN Committee currently serve in their 

personal capacities only and are not official representatives of their governments.) Strong 

opposition to this proposal, led by the U.S. and the U.K., resulted in lengthy and protracted 

negotiations of the Addis Ababa Action Agenda. In the end, the proposal was defeated, with a 

vague commitment to increase support for the work of the UN Committee. However, it remains 

unclear how the role of the UN Committee fits within the newly established G20 hierarchy, as 

illustrated below. 
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