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Abstract
The 2012 transatlantic corporate tax scandals surrounding Amazon, Google and Starbucks exposed the scope and 
gravity of offshoring by digital multinationals, producing major dilemmas for the global governance of international 
fiscal law and policy. The Organisation for Economic Co-operation and Development (OECD) (2015) estimates 
corporate profit shifting erodes up to $240 billion dollars from the global tax base every year. Extant literature has 
established links between corporate tax avoidance and accelerating domestic socio-economic inequality, the declining 
redistributive capacity of states, the malign impact on growth of gross domestic product (GDP), and the rise of anti-
globalism in the form of populist discontent, providing unambiguous evidence that global tax competition causes 
social and economic harms. Responding to public outcry, world leaders at the Los Cabos summit in 2012 tasked 
the OECD with tackling national tax base erosion, and the Inclusive Framework for the Base Erosion and Profit 
Shifting (BEPS) initiative currently boasts 123 participating states, including 93% of global GDP. Although taxation 
is at the heart of the social contract, this new global tax governance is both under-theorized and poorly understood 
in the mainstream political science literature. This study draws on the extra-disciplinary approach of law and 
economics to argue that while global tax cooperation under Group of 20 (G20) – OECD auspices may be considered 
a success ex ante based on the record of first-order compliance, the ex post enforcement dimension of BEPS is both 
under-theorized and under-scrutinized empirically. This study contributes a novel meta-theory of the new global tax 
governance that accounts for the variables of time, institutional sphere of action and policy feedback loops embedded 
in the global fiscal policymaking process to stimulate further inquiry. It concludes with recommendations for global 
fiscal policy, further research on BEPS and G20 digital governance.
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Introduction

The 2012 transatlantic corporate tax scandals surrounding Amazon, Google and Starbucks ex-
posed the scope and gravity of offshoring by digital multinationals, producing major dilem-
mas for global governance and international fiscal law and policy. When the British House of 
Commons Public Account Committee issued a report condemning the three companies for 

1 The editorial board received the article in January 2019. 
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“immorally” using secret jurisdictions, royalties and complex corporate structures to avoid pay-
ing taxes, it ratcheted corporate taxation reform to the top of Britain’s domestic, and then the 
international, political agendas [UK Public Accounts Committee, 2012]. The parliamentary 
committee excoriated executives from the three multinationals for their companies’ respective 
failures to pay their “fair share” in British taxes. In 2012, for example, Starbucks, with a com-
manding 31% share of the United Kingdom’s coffee retailing market, reported annual sales of 
£400 million pounds. Yet the American company paid no British corporate tax because it had 
operated its British business at a loss throughout the preceding decade, allowing it to deduct 
losses against its earnings. Amazon, which had £3.8 billion in sales the same year, paid only 
£1.8 million in taxes since it was a British subsidiary of Amazon EU Sarl, headquartered in 
Luxembourg. Finally, although Google reported turnover of £395 million in 2012, it paid only 
£6 million in taxes to Her Majesty’s Treasury, with testifying company executives noting to the 
committee that the company “minimized tax within the letter of the law” and that “low tax 
areas or tax havens influenced where it located its group companies” [Public Accounts Com-
mittee, 2012, p. 10]. Responding to public outcry, world leaders convened at the Group of 20’s 
(G20) Los Cabos summit in Mexico tasked the Organisation for Economic Co-operation and 
Development (OECD) with spearheading an initiative to tackle corporate profit shifting and tax 
base erosion. The OECD launched the Base Erosion and Profit Shifting (BEPS) initiative in 
2012, consisting of a 15-element action plan addressing taxation issues in the digital economy.

Globally, the OECD estimates that corporate profit shifting depletes $100 to $240 billion 
from the global tax base every year [OECD, 2015] with some scholars going as far as to sug-
gest worldwide annual revenue losses in excess of $280 billion [Clausing, 2015, p. 2]. Although 
there is a paucity of comprehensive and reliable data, tax experts calculate the offshore banking 
industry shelters nearly $7.5 trillion in assets [Kerzner, Chodikoff, 2016, p. 1]. According to 
one study, on average 40% of multinational corporate profits are shifted to tax havens, avoiding 
taxes where the underlying activities take place [Tørsløv, Wier, Zucman, 2018]. Indeed, as con-
firmed in Securities and Exchange Commission (SEC) 10-K filings from March 2016, Apple 
held 92.8% of its $215.7 billion cash reserves offshore; Microsoft offshored 93.9% of its $102.6 
billion in reserves; and Google had 58.7% of its $73.1 billion in reserves held off United States 
soil [Srnicek, 2017, p. 41].

The foregoing corporate scandals are paradigmatic of the broader threat posed by global 
tax competition for national liberal democracy. On the supply side of global tax law and policy, 
national governments competitively underbid each other for corporate tax revenues in a phe-
nomenon known as the race to the bottom [Piketty, Saez, Stantcheva, 2011; Piketty, Saez, 2012; 
Piketty, 2013]. Since 1980, the average global statutory corporate tax rate has declined from 38% 
to just 24% [Alepin et al., 2002, p. 451; Otis, 2017]. On the demand side of policy, tax-paying 
multinational enterprises engage in sophisticated tax planning to artificially shift their profits 
away from the locus of economic activity to the lowest-tax jurisdiction internationally. Only a 
few firms benefit from global tax competition since the largest 0.001% of all firms earn a third of 
corporate profits, with profit shifting isolated to the top bracket [Wier, Reynolds, 2018, p. 1]. As 
D.H. Robertson long predicted, in the fiscal realm contemporary multinational corporations 
have become “islands of conscious power in an ocean of unconscious cooperation” [Hymer, 
1970; Motala, 2018b]. 

In effect, since worldwide tax deregulation in the 1980s, a select group of transnational en-
terprises commanding disproportionate market power have eviscerated the state’s capacity to ad-
minister corporate taxation. Since taxation lies at the heart of the social contract, economic glo-
balization has undercut the state’s traditional redistributive capacity threatening an acceleration 
of national income inequalities [Milanovic, 2016; Baldwin, 2016]. As tax scholar R. Avi-Yonah 
explains, the combination of globalization and tax competition will “lead to a fiscal crisis for 
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countries that wish to continue to provide social insurance to their citizens at the same time that 
demographic factors and the increased income inequality, job insecurity, and income volatility 
that result from globalization render such social insurance more necessary” [cited in Kuttner, 
2016, p. 223]. In short, the fate of the liberal democratic welfare state hangs in the balance.

There is an urgent and largely unaddressed institutional gap in the extant international fis-
cal regime, and global policymakers are tasked with institutionalizing a new global tax govern-
ance to address the problems of global tax competition and the race to the bottom for corporate 
tax receipts [Motala, 2018b]. At the Antalya summit in November 2015, the leaders of the G20 
and OECD endorsed the OECD’s BEPS package. As of 2019, 123 countries representing 93% 
of global gross domestic product (GDP) are participating in the BEPS Inclusive Framework, 
and further implementation is underway globally [OECD, 2018e, p. 109]. At the Buenos Aires 
summit in November 2018, world leaders committed to continuing to work “for a globally fair, 
sustainable, and modern tax system based, in particular based on tax treaties and transfer pric-
ing rules, and welcome international cooperation to advance pro-growth policies,” adding that 
the implementation of BEPS was “essential” [G20, 2018b]. Yet it remains an open question 
whether the BEPS initiative will prove to be a successful case of fiscal regime creation and in-
stitutional performance. 

Global tax governance and the G20 – OECD’s institutional performance here remains 
relatively unexamined in the political science literature [Dietsch, Rixen, 2016]. So too has there 
been scant interdisciplinary cross-fertilization [Ibid.]. Indeed, as the prominent 20th century 
public economist A. C. Pigou remarked, “up to this point I have taken no account of inter-
national relations… when this assumption is removed, several new and large problems arise 
[cited in Mendoza, Tesar, 1998, p. 226]. Moreover, comparison with the extra-disciplinary ap-
proaches of law and economics leaves political scientists with an intractable puzzle, encourag-
ing further inquiry into this emergent issue area. 

On the one hand, international tax cooperation has been lauded by some as a critical test 
case of global governance in the aftermath of the 2008 global financial crisis [Eccleston, 2012, 
p. 2]. The G20’s performance is widely praised, according to Eccleston, because leaders were 
“keen to highlight their diplomatic achievements” [Ibid.]. According to the G20 Research 
Group’s analysis, out of the 75 tax-related commitments made by world leaders since 2008, the 
five assessed yielded an overall compliance of 87% [Motala, 2018a, pp. 114–5]. Following the 
Hamburg summit in 2018, the G20 boasted 100% compliance with BEPS-related action items, 
potential evidence of an upward trend [Ibid.]. In the words of the OECD, “the BEPS package 
of measures represents the first substantial renovation of the international tax rules in almost a 
century” [OECD, 2018e, p. 3]. Appraising global tax governance ex ante through the top-down 
analysis of agenda-setting, negotiation and compliance, the empirical record since 2008 suggests 
BEPS is a case study par excellence of successful global economic cooperation. 

Yet looking ex post, the burgeoning extra-disciplinary literature offers a sobering assess-
ment of the trajectory of global tax governance. “[D]espite the growing resolve among world 
leaders to address the problem,” Eccleston elaborates, “the reality is that reaching and enforc-
ing international tax agreements is notoriously difficult” [Eccleston, 2012, p. 2]. R. Woodward, 
moreover, predicts patterns of “mock compliance” with the proposed BEPS initiative [Wood-
ward, 2016] in a seminal interdisciplinary volume on global tax governance [Dietsch, Rixen, 
2016]. In part due to the fundamental distributive contest underlying international taxation, 
legal scholar I. Grinberg [2015] similarly predicts the initiative will result in mock compliance 
or outright failure [Motala, 2016a; 2016b; 2016c]. Arguing BEPS is unlikely to succeed in the 
context of tax competition, political scientists P. Dietsch and T. Rixen propose a new global 
governance institution to oversee global fiscal law. In the legal literature leading scholars concur 
in their assessment of BEPS [Graetz, 2015; 2016; Grinberg, 2015]. 
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The consequences of hitherto ineffective fiscal cooperation are also borne out in the eco-
nomics literature, fortifying an ex post argument about the failure of global tax governance 
emphasizing the monitoring and enforcement dimensions of BEPS. In recent years, economist 
T. Piketty has identified a significant positive correlation between decreased rates of capital 
taxation and increases in domestic social inequality [Piketty, Saez, 2004; 2012; Piketty, Saez, 
Stantcheva, 2011; Piketty, 2013]. Yet, as Dietsch and Rixen point out, Piketty’s research falls 
short of examining the distributive implications of decreased tax rates [Dietsch, Rixen, 2016,  
p. 9, n. 9]. Fortunately, research by global inequality scholar B. Milanovic has addressed this 
gap. Based on a robust study of global household income data, Milanovic concludes a fortiori 
that the growing inequality identified by Piketty is evidence that the “redistributive function of 
the modern developed state has either become weaker or remained more or less the same as in 
the 1980s” [Milanovic, 2016, p. 106]. 

Since the 1980s, the proportion of economic activity contributed by multinational en-
terprises (MNEs) has grown substantially [Guvenen et al., 2017, p. 2]. In 2012, for example, 
economists calculate that the global value added of U.S. MNEs was $4.66 trillion, “making 
them equivalent to the fourth-largest economy in the world, tied with Japan and trailing only 
the United States, the European Union, and China” [Ibid.]. U.S. MNEs reported $800 billion 
in worldwide income in 2012, taxed at an average of 6.6% [Clausing, 2015, p. 27]. Scholars 
estimate the United States government alone loses up to $111 billion annually [Ibid.] Ana-
lyzing firm-level data, Guvenen et al. recently found corporate profit shifting reduced U.S. 
GDP [2017, p. 1]. More recently, J. Bruner, D.G. Raisser and K.J. Ruhl estimated the GDP 
loss at 1.5% [2018, p. 2]. The 2012 transatlantic tax scandal surrounding Amazon, Google and 
Starbucks brought the scale of corporate tax avoidance to the public fore, underscoring the 
limitations of the existing OECD fiscal paradigm. As the eminent international taxation scholar  
M. Graetz argues, “the dominant analytical framework used by policymakers to evaluate in-
ternational tax policy is archaic” [Graetz, 2015, p. vii]. To paraphrase Graetz, our 21st century 
global fiscal policy is governed by inadequate 20th century rules [Doud, Graetz, 2013; Graetz, 
2015; 2016]. 

Is global tax cooperation under G20  – OECD auspices since 2012 a success, as some 
global summitry scholars would argue ex ante in view of the record of first-order compliance, 
or is the initiative destined for failure, as predicted by other political scientists, economists and 
legal scholars arguing ex post in light of the empirical evidence and intuitions about asymmetric 
cooperation under conditions of global tax competition? Put simply, what are the determinants 
of global fiscal cooperation under BEPS? And what are the implications, if any, of gaps in our 
understanding for a credible assessment of the new global tax governance? 

Thesis

To answer these questions, this study adopts an interdisciplinary and synthetic methodological 
approach that integrates the empirical and theoretical insights of the extant political economy, 
law and economics literatures. The main object of this inquiry is to systematically map the em-
pirical and theoretical discourse to propose a generative meta-theoretical framework for further 
study. This paper argues that the enforcement dimension of global taxation is under-theorized 
and poorly understood in the mainstream political science literature, with two significant con-
sequences for the theory and praxis of global economic governance. To address the gap in the 
literature this paper makes two contributions to the global taxation policy debate. First, it of-
fers tentative conclusions about the state of global tax governance based on a synthesis of the 
interdisciplinary empirical record. Second, it maps the landscape of existing global tax govern-
ance theory to help generate further research on the topic. Drawing on the extra-disciplinary 
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approaches of law and economics, this paper argues scholars must consider the roles of time, 
institutional sphere of action and policy feedback loops in their analysis of political agenda set-
ting, negotiation/standard setting, implementation, monitoring and enforcement in the global fiscal 
policy process.

Existing literature has established the link between corporate tax avoidance and increas-
ing domestic socio-economic inequality, the declining redistributive capacity of states and the 
malign impact on growth, estimated at a 1.5% annual GDP loss, providing clear evidence that 
global tax competition causes social and economic harm [Milanovic, 2016; Baldwin, Okubo, 
2009; Baldwin, 2016; Piketty, Saez, Stantcheva, 2011; Piketty, Saez, 2012; Piketty, 2013]. More-
over, the competitive sovereignty-preserving nature of global taxation predisposes any global 
governance initiative to mock compliance and failure, undercutting sanguine predictions about 
the prospects for the G20 – OECD BEPS initiative. Two causal conclusions follow: to date, 
G20 – OECD tax governance has failed because it has not sufficiently accounted for domestic 
legalization and enforcement dimensions of the fiscal policy process, and as a result of this 
governance failure the resultant global tax competition will continue to have deleterious social 
and economic consequences in the form of accelerating domestic social inequality and anti-
globalism in the form of populist discontent [Kirton, 2019]. In short, the available evidence 
warrants more intensive international cooperation and coordinated legal enforcement, through 
courts at the domestic level and through sanctions against non-compliant regimes internation-
ally. 

Such a holistic consideration of the available evidence and theory suggests the contem-
porary global tax regime is a market failure due to high transaction costs, information asym-
metries, anti-competitive collusion and free riding. Rather than being destined for success, the 
conditions of international anarchy and asymmetric cooperation pose serious global collective 
action problems for the implementation of BEPS. Thus, although the BEPS process may be 
considered a success ex ante in terms of first-order compliance, as it stands there is insufficient 
evidence to evaluate the substantive second-order success of the global policy initiative given 
lack of progress and data on BEPS enforcement. To address these challenges, this study con-
cludes with recommendations for enhancing the theory and praxis of global tax governance and 
suggests further avenues for research.

Background on Global Tax Competition and Governance Failure

The state’s sovereign tax prerogative traces to the Treaty of Westphalia agreed in 1648, which 
established the basis for the state’s coercive powers of taxation in Articles LXV and LXVIII 
[Treaty of Westphalia, 1648]. Similarly, Article I, Section 8 of the Constitution of the United 
States of America affords U.S. Congress the power “to lay and collect taxes, duties, imposts and 
excises.” The Westphalian paradigm of absolute fiscal sovereignty remained unchallenged from 
the mid-17th to the early 20th century. 

The rapid expansion of international trade during the interwar years exposed the “[n]
atural tension between sovereignty and international tax policy” [Kerzner, Chodikoff, 2016,  
p. 43]. As Eccleston points out, fundamental governance issues arise when taxing the profits of 
transnational business [2012, p. 18]. When crossing national borders, goods risked being taxed 
twice on the same underlying activity  – a phenomenon known as double taxation  – which 
thereby perverted incentives for global production and trade.2 The International Chamber of 

2 In 1918, foreseeing the potential economic inefficiencies threatened by double taxation, the United 
States Congress legislated a unilateral tax credit for foreign source income, enabling American companies to 
deduct taxes paid abroad from their United States’ corporate tax liabilities [Rixen, 2011, p. 9].
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Commerce (ICC) lobbied the nascent League of Nations to find a solution to the problem of 
double taxation. The League tasked scholars E. Seligman, Sir J. Stamp, G.W.J. Bruins and  
L. Einaudi with designing an intergovernmental effort, and in 1923 they produced a set of pro-
posals [Motala, 2018b, p. 367]. The 1923 report of the League’s Economic and Financial Com-
mission promulgated the fiscal norms of residence and source in global tax law and regulation 
[Economic and Financial Commission, 1923]. Nearly a century later, their report remains the 
basis of extant global fiscal law.

To address the problem of competing tax claims arising from international trade, the group 
of economists proposed a doctrine of economic allegiance to govern global fiscal relations: put 
simply, the architects of the global taxation system assumed transnational entities would be fully 
taxed somewhere.3 They proposed four factors to determine a taxpayer’s economic allegiance, 
viz. where wealth was acquired, located, was the subject of enforceable rights and consumed [Li, 
Cockfield, Wilkie, 2014, p. 23]. In practice, the doctrine of economic allegiance was codi-
fied in over 3,500 bilateral double taxation agreements (DTAs) that govern the distribution of 
international tax revenues. DTAs rely on three instruments to prevent double taxation: they 
exempt foreign-sourced income from domestic tax collection; they permit deductions for taxes 
paid abroad; and they afford domestic tax credits for foreign tax liabilities [Keen, 1992]. As  
D.S. Kerzner and D.W. Chodikoff explain, “one of the primary goals of international tax policy 
is to relieve double taxation through a ‘mediation’ of the claims of residence and source so that 
is income is taxed only once” [2016, p. 40]. 

Originally responsible for the administration of the Marshall Plan in Europe, following 
the ratification of the Convention on the Organisation for Economic Co-operation and De-
velopment [OECD, 1960] the OECD was transformed into a forum for economic policy [Mo-
tala, 2018b, p. 397]. During the 1960s, the under-taxation of corporate profits displaced double 
taxation as the leading issue in global fiscal law because of the growth of MNEs [Rixen, 2011, 
pp. 1–2] Unlike conventional domestic firms, MNES posed unique challenges because they 
“engage in investment and have ownership of or control of activities in more than one country” 
[Motala, 2018b, p. 376]. Seen from the global perspective, an MNEs is a transnational corpo-
rate structure that operates as a singular entity. However, from the perspective of national law, 
each branch and subsidiary operates as a discrete individual entity. Thus, individual units of the 
larger firm can trade with other branches and subsidiaries for above or below fair market value, 
creating opportunities for profit shifting and tax base erosion. Moreover, the sheer complex-
ity of the extant DTA network affords multinational corporations with ample opportunities to 
identify loopholes and offshore their profits to avoid corporate tax using efficient legal planning. 

In 1963, the OECD’s Committee on Fiscal Affairs drafted a Model Tax Convention on In-
come and Capital to serve as a template for DTAs with a view to harmonizing global tax practice 
[OECD, 2017]. Article 9 of the Model Convention enshrined the arm’s length principle to tackle 
international tax avoidance.4 In addition to promulgating model tax treaties, the OECD sup-

3 Messrs. Bruins, Einaudi, Seligman, and Sir J. Stamp elaborated on the theory of economic allegiance as 
follows: “A part of the total sum paid according to the ability of a person ought to reach the competing authori-
ties according to his economic interest under each authority. The ideal solution is that the individual’s whole 
faculty should be taxed, but that it should be taxed only once, and that liability should be divided among the 
tax districts according to his relative interests in each [Economic and Financial Commission, 1923, p. 20; Li, 
Cockfield, Wilkie, 2014, p. 23]. 

4 For greater clarity, Article 9 of the OECD Model Tax Convention on Income and Capital (2017) stipu-
lates that where “an enterprise of a Contracting State participates directly or indirectly in the management, 
control or capital of an enterprise of the other contracting state” or “the same persons participate directly or 
indirectly in the management, control or capital of an enterprise of a Contracting State and an enterprise of 
the other Contracting state,” and in either case “conditions are made or imposed between two enterprises in 
their contractual or financial relations which differ from those which would be made between independent 
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plies members with technical commentary on implementation that is used by bureaucrats and 
courts to interpret tax law [Cockfield, 2006, p. 142]. Nevertheless, the complexity of the DTA 
network combined with worldwide corporate tax deregulation and the spate of global mergers 
and acquisitions in the 1980s produced a race to the bottom fiscal policy competition, driving 
the average worldwide corporate tax rate down six points by the end of the decade [Edwards, 
Keen 1996, p. 114]. MNEs began using sophisticated tax planning methods involving transfer 
pricing, intra-group loans and treaty shopping to lower their tax liabilities. Global tax havens 
gave MNEs the tools to do so legally. 

What are the basic mechanisms of global tax base erosion and corporate profit shifting? 
On the supply side of global tax law and policy, given the conditions of international anarchy 
states are faced with an asymmetric prisoner’s dilemma with “well-known predictions [for] 
global cooperation” [Dietsch, Rixen, 2016, p. 326; Kemmerling, Seils, 2009, p. 758]. The lack 
of international hierarchy promotes a distributional regulatory competition among states com-
peting for tax revenues [Kemmerling, 2011, p. 6]. Global tax competition is thus the “inevitable 
result of the decentralized nature of international taxation” [Dagan, 2018, p. 12]. The above-
cited decline in average global corporate taxation rates since the 1980s provides sufficient em-
pirical support for these claims. On the demand side of fiscal law and policy, MNEs employ 
efficient tax planning techniques to reduce their aggregate tax liabilities. 

To understand the mechanisms of global tax governance, scholars must eschew the ab-
stract idealizations of the market that dominate the economics literature. Instead, only when 
markets are “embedded within the context of a welfare state, which engages in both market-
complementing and redistributive policies, that capitalism as a whole can claim to be just” 
[Heath, 2014, p. 10].5 Taxation is thus best understood “as a vehicle for allocating the costs of 
government in an equitable and efficient manner” [Dagan, 2018, p. 15]. Accordingly, scholars 
can employ a standard of Pareto optimality to empirically assess whether tax competition is 
harmful or beneficial for society [Keen, Wildasin, 2004]. More research is urgently needed to 
continue assessing the impact of tax base erosion and corporate profit shifting. Adjudicating the 
existing evidence on taxation, redistribution and income inequality using the Paretian norma-
tive standard – which dictates that some must be better off, and none are worse off, because of 
a given profit-maximizing strategy – it is clear that corporate tax avoidance benefits the few at 
the expense of the many, with deleterious social and economic consequences. 

Under conditions of international anarchy states have incentives to introduce preferential 
tax regimes, as they have no impact on existing sources of tax revenue from domestic sources 
[Kemmerling, Seils, 2009, p. 759]. Similarly, poor countries are incentivized to cut tax rates and 
offer special tax treatment to expand their tax base [Ibid.]. J.D. Wilson [1986] and G.R. Zodrow 
and P. Mieszkowski [1986] conducted the first equilibrium analyses of tax competition proving 
these results. Assuming international anarchy, multiple small states and perfect capital mobil-
ity, theory predicts declining rates of taxation characteristic of the race to the bottom [Kemmer-
ling, Selis, 2009, p. 758]. As predicted by the asymmetric prisoner’s dilemma, non-cooperation 
is the only possible outcome since states benefit asymmetrically from the distributional contest 
for taxation revenues [Dietsch, Rixen, 2016; Kemmerling, Selis, 2009; Wilson, 1986; Zodrow, 
Mieszkowski, 1986]. Modern tax competition has yielded a classical global market failure char-

enterprises, then any profits which would, but for those conditions, have accrued to one of the enterprises, but, 
by reason of those conditions, have not so accrued, may be included in the profits of that enterprise and taxed 
accordingly” [OECD, 2017]. The arm’s length principle, in essence, clarifies the standard of what constitutes a 
fair market price between two unrelated transacting parties in transaction, serving as a bedrock of the OECD’s 
BEPS rule-making surrounding transfer pricing.

5 Please note that parenthetical text is omitted from this quotation. 
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acterized by high transaction costs, free riding, information asymmetries and profitable anti-
competitive collusion [Dagan, 2018, p. 216]. 

In the 1990s, the OECD began investigating the impact of tax havens and offshoring on 
global economic growth and development [Kerzner, Chodikoff, 2016, p. 53]. At a meeting in 
Turku, Finland in 1997, OECD members first discussed the challenges posed by cross-border 
e-commerce [Cockfield, 2006, p. 140]. In 1998, at the OECD ministerial meeting in Ottawa, 
Canada, the Committee for Fiscal Affairs endorsed new principles of reform as part of the Ot-
tawa Taxation Framework [Ibid.]. In 1998, the OECD released five “broad taxation principles 
which should apply to electronic commerce [OECD, 1998, p. 4]. First, that “taxation should 
seek to be neutral and equitable,” meaning “taxpayers in similar situations carrying out similar 
transactions should be subject to similar levels of taxation” [Ibid.]. As T. Dagan elaborates, 
neutrality is the core objective of international tax policy because it seeks to avoid “arbitrary 
differences in tax rates,” helping to “reduce distortions of decisions about what to consume and 
how to produce it” [2018, p. 16]. Second, the OECD promulgated the principle of efficiency to 
reduce the costs of tax administration [OECD, 1998, p. 4]. Third, it prescribed certainty and 
simplicity, meaning taxpayers should be able to understand and anticipate their tax liabilities 
based on the existing rules. 

Fourth, the OECD promulgated the combined principles of effectiveness and fairness, 
meaning “taxation should produce the right amount of tax at the right time” such that cor-
porations do not avoid duly owed taxes [Ibid.] Thus, a notion of distributive justice, which 
“requires normative deliberation” is at the core of global tax policy [Dagan, 2018, p. 17]. Fifth, 
and finally, the OECD prescribed the principle of flexibility: “the systems of taxation should be 
f lexible and dynamic to ensure that they keep pace with technological and commercial devel-
opments [OECD, 1998, p. 4]. In 2002, the OECD turned its attention to the role of informa-
tion exchange among national tax authorities, releasing the model Agreement on Exchange of 
Information in Tax Matters [OECD, 2002]. Given the lack of concerted national action on tax 
avoidance, the OECD has assumed a central stewardship role, promulgating guiding principles 
and tax rules to address tax policy concerns [Ibid., p. 139]. The organization also fosters the de-
velopment of transnational tax policy networks and works closely with other intergovernmental 
organizations [Sharman, 2012, p. 23]. Given the OECD’s role facilitating deliberation, building 
intergovernmental consensus and prescribing norms and non-binding treaties, scholars argue 
the international organization is effectively a quasi-world tax organization [Cockfield, 2006]. 

G20 – OECD Contribution to the New Global Tax Governance

The G20 summit was formed in the wake of the financial crisis in 2008 as a result of a three-fold 
impetus: first, it was clear existing institutions were incapable of managing the crisis; second, 
the balance of power had shifted from the advanced market economies to the east; and third, 
political leadership would be required at the highest levels [Cooper, Thakur, 2013; Cooper, 
Pouliot, 2015; Hajnal, 2014, p. 16; Kirton, 2013a; 2013b; Larionova, Rakhmangulov, Shele-
pov, 2015a; Larionova et al., 2015b]. Since the club’s inception, the OECD has participated 
in every summit [Ibid., p. 58]. The G20 first addressed the OECD’s work on international 
taxation at its summit in Washington in 2008. In the final summit communiqué, world leaders 
encouraged tax authorities to draw on the work of the OECD in the area of tax information 
exchange, further declaring that the “lack of transparency and… failure to exchange tax in-
formation should be vigorously addressed.” At the London summit in 2009, leaders declared:  
“[w]e stand ready to take agreed action against those jurisdictions which do not meet interna-
tional standards in relation to tax transparency” [Ibid.]. In Cannes for the 2011 summit, the G20 
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further emphasized its stance against tax havens, committing to “protect our public finances 
from the risks posed by tax havens and non-cooperative jurisdictions” [Ibid.]. In 2012, in the 
wake of the transatlantic corporate tax scandals implicating Amazon, Starbucks and Google, 
G20 finance ministers tasked the OECD with launching an initiative to address tax base erosion 
and corporate profit shifting. At the landmark Los Cabos summit in 2012, world leaders explic-
itly addressed the “need to prevent base erosion and profit shifting” and indicated that they 
“will follow with attention the ongoing work on the OECD in this area” [Ibid.]. According to J. 
Kirton and J. Kulik’s [2012a; 2012b] analysis, Los Cabos was a “summit of significant success.”

In June 2013, the OECD delivered its 15-point action plan to the United States govern-
ment. The following September, world leaders endorsed the OECD’s Base Erosion and Profit 
Shifting (BEPS) action plan. At St. Petersburg in 2013, the G20 committed to a new automatic 
exchange of information standard (AEOI) and reaffirmed its previous commitments. In 2014 
at Brisbane, the G20 welcomed progress on BEPS. In October 2015, the OECD presented the 
outputs of the BEPS project to G20 finance ministers. The G20 leaders then reaffirmed its 
commitments at Antalya in 2015 and Hangzhou in 2016. At the Hamburg summit in 2017, the 
G20 committed to adopting defensive measures against non-cooperative jurisdictions. Finally, 
in 2018 at the summit in Buenos Aires, leaders committed to “secure sustainable tax systems,” 
strongly endorsed the OECD’s progress with BEPS implementation and reiterated the con-
cert’s willingness to resort to “defensive measures” against “jurisdictions that have not satisfac-
torily implemented the tax transparency standards” [G20, 2018b]. 

Since 2008, the G20 has made 75 commitments on international taxation, which repre-
sents 3% of its 2,397 commitments overall [Motala, 2018a]. Of the 75 commitments made since 
2008, the five corresponding with the BEPS project were assessed by the G20 Research Group 
at the University of Toronto, yielding an overall compliance score of 87% and rising [Ibid.]. 
The G20 achieved 68% compliance with its first assessed commitment at St. Petersburg, where 
the group committed to change the rules to address tax avoidance and aggressive corporate tax 
planning. The G20’s commitment to introduce an automatic exchange of information (AEOI) 
standard at Antalya in 2015 received a compliance score of 90%. The G20 was 83% compliant 
with its commitment to further support BEPS made at Hangzhou in 2016. Finally, following 
the Hamburg summit in 2017, the G20 received 100% interim compliance with BEPS action 
items. 

According to the OECD, “the BEPS package of measures represents the first substantial 
renovation of the international tax rules in almost a century” [OECD, 2018e, p. 3]. In addition 
to being composed of fifteen specific action items to address taxation in the digital economy, 
BEPS is concerned with three overriding policy objectives.6 First, the BEPS project seeks to 
“reinforce the coherence of corporate income tax rules at the international level” [OECD, 
2018e, p. 109]. Second, it seeks to “realign taxation with the substance of economic activi-
ties” [Ibid.]. Third, the G20 – OECD initiative seems to “improve transparency” [Ibid.]. The 
BEPS project entered the implementation phase in 2015. As of the time of writing, 113 countries 

6 The fifteen BEPS action items are as follows: Action 1: Address the Challenges of the Digital Economy; 
Action 2: Neutralize the Effects of Hybrid Mismatch Arrangements; Action 3: Strengthen CFC Rules; Action 
4: Limit Base Erosion Via Interest Deductions and Other Financial Arrangements; Action 5: Counter Harmful 
Tax Practices More Effectively, Taking Into Account Transparency and Substance; Action 6: Prevent Treaty 
Abuse; Article 7: Prevent Artificial Avoidance of PE Status; Actions 8–10: Assure That Transfer Price Outcomes 
Are in Line With Value Creation (Intangibles; Risks and Capital; Other High-Risk Transactions); Action 11: 
Establish Methodologies to Collect and Analyze Data on BEPS and the Actions to Address It; Action 12: 
Require Taxpayers to Disclose Their Aggressive Tax Planning Arrangements; Action 13: Re-Examine Transfer 
Pricing Documentation; Action 14: Make Dispute Resolution Mechanisms More Effective; and Action 15: 
Develop a Multilateral Instrument. See Motala [2018b].
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or jurisdictions totalling 93% of global GDP have joined the Inclusive Framework on BEPS 
[OECD, 2018e, p. 3]. Following the negotiation of a multilateral instrument (MI) as part of 
Action 15 of BEPS, 67 countries signed a multilateral treaty enabling the swift implementation 
of BEPS [Ibid.]. 

In 2018, the OECD updated the G20 on global progress implementing BEPS’ four mini-
mum standards. The first standard is contained in Action 5 of BEPS and consists of conducting 
a peer review of preferential tax regimes and a commitment to transparency through spontane-
ous exchange of judicial rulings [OECD, 2018a]. The objective of the first standard is to “rea-
lign the location of taxable profits with the location of the underlying economic activity and 
value creation” [OECD, 2018e, p. 111]. The OECD reported good progress with the first stand-
ard citing the example of the EU, which issued a directive mandating the automatic exchange 
in 2015 [Ibid., p. 112]. The second standard is contained in Action 6 of BEPS and is comprised 
of measures to prevent tax treaty abuse through the “granting of treaty benefits in inappropriate 
circumstances” [OECD, 2018d]. The minimum standard under Action 6 involves the imple-
mentation of anti-abuse provisions in tax treaties [OECD, 2018e, p. 114]. The OECD reported 
widespread implementation of the anti-abuse measures through bilateral renegotiation and the 
MI, which binds 78 jurisdictions in total, covering 1,200 DTAs [Ibid., pp. 115–6]. 

The third minimum standard is contained in BEPS Action 13 on country-by-country 
(CbC) reporting. The OECD developed a template for MNEs to report their income for mem-
bers, and facilitated implementation using model legislation and competent authority agree-
ments to facilitate intergovernmental information exchange [OECD, 2018c]. Since the standard 
was promulgated, the OECD reports “jurisdictions have made great efforts to establish the nec-
essary legal and administrative frameworks,” noting the “global landscape for CbC reporting 
by MNE groups is still evolving” [Ibid.]. In 2018, the OECD reported 95% of MNEs are ex-
pected to be affected by CbC reporting requirements [OECD, 2018e, p. 115]. The fourth mini-
mum standard is contained in Action 14, and calls for a dispute resolution mechanism [OECD, 
2018b]. Perhaps the most ambitious of all, it is concerned with implementing a framework that 
supersedes the current ineffective mutual agreement procedure (MAP). 

Beyond the four minimum standards, the OECD reported on the domestic implication of 
other action items concerning interest deductibility (Action 4), neutralizing hybrid mismatches 
(Action 2), best practices guidelines for controlled foreign companies (Action 3) and mandatory 
disclosure rules (Action 12) [OECD, 2018e, p. 116]. To this end, the EU and U.S. implemented 
anti-avoidance measures to address hybrid instruments and entities [p. 117]. In addition, the 
U.S. introduced rules limiting interest deductibility in excess of 30%, with several countries 
including Argentina, India, Korea, South Africa, Norway, Japan, Malaysia and Turkey in 
the process of considering or having implemented similar rules [Ibid.]. Despite progress with 
BEPS, however, the OECD has previously cited concerns with missing micro-data on MNE 
tax practices [OECD, 2015, pp. 30–1]. In the OECD’s 2018 report to the G20, the organiza-
tion called for “a better understanding of how the BEPS recommendations are implemented in 
practice” and noted that a “[g]reater focus on implementation and tax administration should 
therefore be mutually beneficial to governments and business” [Ibid., p. 3]. 

To date, G20 – OECD tax governance has failed because it has not sufficiently accounted 
for the domestic legalization and enforcement dimensions of the fiscal policy process, and as a 
result of this governance failure global tax competition will continue to have deleterious social 
and economic consequences manifested in accelerating domestic social inequality and anti-
globalism in the form of populist discontent [Kirton, 2019]. In short, the available evidence 
warrants more intensive international cooperation and coordinated legal enforcement through 
courts at the domestic level and through sanctions against non-compliant regimes internation-
ally.
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The New Global Tax Governance Meta-Theory 

This paper contributes a meta-theoretical model of the new global tax governance that distills 
the insights of structural neorealism, liberal institutionalism, social constructivism, the model 
of systemic hub governance and law and economics in order to simulate further research. Di-
etsch and Rixen first proposed a five-stage model comprised of political agenda setting, negotia-
tion/standard setting, implementation, monitoring and enforcement [2016, p. 333]. The first two 
stages, diplomacy and agenda-setting and negotiation and standard setting, from t0 to t1, occur ex 
ante (Fig. 1). The last three stages, viz. implementation, monitoring and enforcement, occur in the 
period from t1 to t2, and are considered to be ex post (Fig. 1). 

Diplomacy and
Agenda-Setting

Negotiation and
Standard Setting Implementation Monitoring Enforcement

t0
t1 t2

ex ante ex post

Fig. 1. General Model of Global Fiscal Governance Process

Source: Author’s simulacrum of the explanatory diagram provided in [Dietsch, Rixen, 2016, p. 333].

Yet, global fiscal policymaking does not operate in a vacuum. Rather, the five-step gov-
ernance model takes place in various institutional spheres of action: plurilateral summits, state 
diplomacy, national executives, international institutions, national regulators, transnational 
networks, epistemic communities, MNEs, courts, legislative bodies and elsewhere. Building on 
their model, this section argues that scholars must also consider the institutional sphere of action 
in which each stage of the fiscal policy process takes place, while accounting for the interests of 
relevant actors and the dynamic policy equilibria at each stage in the global fiscal policy process.

In addition, scholars must consider the underlying policy feedback loops generated by the 
interaction of states and markets, namely through legal enforcement of fiscal law and MNE 
interest group politics. To understand why global tax policy forms a feedback loop, consider 
the comparative economic governance structures for global taxation and financial regulation 
(Fig. 2) [Motala, 2018b, p. 403]. As depicted in the figure below, at each stage in Dietsch and 
Rixen’s [2016] model governance process, the substance of fiscal policy is subject to the influ-
ence of different political actors within a particular sphere of action. Negotiation and standard 
setting, for example, take place in international organizations, while it is the task of national 
regulators to implement global fiscal policy and civil society’s responsibility to monitor compli-
ance. Emphasizing the enforcement dimension of the new global tax governance focuses criti-
cal attention on the interaction between state and market. MNEs are subject to fiscal compli-
ance and enforcement measures, and via interest group politics they can reciprocally determine 
the content of global tax law and policy, initiating a feedback policy loop from the domestic to 
state level of policy [Latulippe, 2016]. It is worth noting not all spheres of global economic go-
vernance are the same, in part explaining the comparative success of BEPS and global financial 
regulation under Basel I and II. Indeed, as highlighted in Fig. 2 with hashed lines, institutional 
arrangements matter. Compared to national tax administrations, central banks like the Bank of 
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England and Federal Reserve enjoy greater political independence, and thus insulation from 
interest group politics, than traditional national tax administrations.

Political Agenda 
Setting 

Group of 20  (G20) 
State Diplomacy 

Executive Branch 

State Diplomacy 

Standard Setting  
International 

Institution 

Implementation  
National Regulators 

Monitoring  
International/Transna

tional Networks 

Enforcement  

Tax Governance  Financial Regulation  

Legislative Politics 

Executive Branch 

Multinational
Enterprises (MNEs) 

OECD BIS 

National Tax 
Administration  

Independent/ 
National 

Central Bank  

Financial 
Institutions 

Epistemic 
Communities  

Epistemic 
Communities  

Legislative Politics 

Fig. 2. Comparative Global Economic Policy Feedback Loops

Source: [Motala, 2018b, p. 403].

Table 1. Theoretical Landscape of the New Global Tax Governance

Stage of Process Institutional Sphere of Action Relevant Schools of Thought

Ex Ante Diplomacy and Agenda-
Setting

G20; OECD Structural Realism 
Liberal Institutionalism 
Social Constructivism 
Model of Systemic Hub Governance 

Negotiation and Standard 
Setting

G20; OECD; Epistemic 
Communities

Liberal Institutionalism 
Social Constructivism 
Model of Systemic Hub Governance 

Ex Post Implementation OECD; State (Executive; Legislative; 
Bureaucratic); MNEs

Liberal Institutionalism 
Social Constructivism 
Model of Systemic Hub Governance 

Monitoring OECD; State (Bureaucratic); 
Civil Society; Non-Governmental 
Organizations; Epistemic 
Communities

Social Constructivism 
Model of Systemic Hub Governance 

Enforcement State (Bureaucratic, Courts); MNEs Law and Economics of Globalization (5)

Source: Compiled by the author. 
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As argued and shown in Table, taken together, structural realism and liberal institutional-
ism furnish the best insights on global fiscal relations ex ante through their focus on power/
realpolitik and institutions, respectively. Constructivism equips global governance scholars with 
tools for understanding the underlying social processes driving global tax governance ex ante 
and ex post. Similarly, the model of systemic hub governance offers insights on global govern-
ance ex ante, though its comparative strength is that it is also capable of helping reconcile the 
ex post dimension of the governance model by measuring first-order compliance. Notably, as 
further elaborated, only law and economics is suited to analyzing the ex post enforcement stage, 
extending the analysis from first-order to second-order compliance – a much needed shift in 
analytic emphasis. 

Ex Ante 
Structural Realism

The first two schools of thought, structural realism and liberal institutionalism, furnish 
scholars with a superficial understanding of the complexity of global tax governance. However, 
their contrasting zero-sum and joint-gain logics described below provide a useful starting point 
for framing the high-level strategic imperatives underlying G20  – OECD BEPS diplomatic 
process. The first school of thought is structural neorealism, which assumes that international 
cooperation is a zero-sum game [Carr, 1974; Waltz, 1979]. Realism clarifies the role of rational 
self-interest and the material nature underlying the distributional contest found on the supply 
and demand sides of global tax competition. Structural realism supplies insights on the diplo-
macy and agenda-setting dynamic at the G20 and OECD with its focus on great power rivalry 
and hegemony. On the supply side of law and policy, realism predicts that leading powers will 
seek to maintain their privileged position in the international system by constructing favour-
able institutional arrangements [Simmons, 2001]. A surface level analysis might suggest similar 
dynamics in the BEPS process. The fact that the U.S. and UK spearheaded the BEPS process 
following the 2012 transatlantic tax scandal is ostensibly similar to coordination between the 
Federal Reserve and Bank of England during the Basel process. Yet a closer examination of the 
facts shows the structural realist analogy is limited. While the U.S. and UK enjoy a concentra-
tion of financial power in capital markets, financial services firms are by nature physical and 
territorially bound, and thus subject to effective enforcement. In this context, hegemonic finan-
cial power plays a diminished causal role. As J. Kirton concludes, realism is broadly relevant, 
but the causal connections are “seldom straightforward” [2013b, p. 29]. Global governance 
scholars must also consider the role of international institutions in negotiating and setting fiscal 
standards.

Liberal Institutionalism

The second school of thought is liberal institutionalism which is premised on a joint-gains 
logic of international cooperation [Keohane, 1977; 1984; Krasner, 1976; Ruggie, 1982]. Liberal 
institutionalism focuses on transaction costs, fostering transparency and trust and minimizing 
cheating [Kirton, 2013a, p. 30]. Unlike structural realism’s reverence for self-interest, liberal 
institutionalism is predicated on the concept of Pareto efficient gains from cooperation. It does 
not take the BEPS process to be a zero-sum distributional contest. Rather, the BEPS pro-
cess involves a diffusion from soft law standards promulgated by the OECD to hard law in the 
member states participating in the Inclusive Framework. The liberal institutionalist literature 
on legalization adds useful detail to the analysis of institutional performance. K.W. Abbott et 
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al. define legalization as a “set of characteristics that institutions may (or may not) possess,” 
understood along the three dimensions of obligation, precision and delegation [2000, p. 401]. 
Judged against this rubric, given the strong record of first-order compliance with BEPS and 
broad regulatory implementation in treaties and statutes, liberal institutionalists would argue 
that the G20 and OECD have successfully constructed a fiscal regime characterized by hard 
legalization [Ibid., p. 402]. Yet, as elaborated below, legalization scholars must move beyond an 
analysis of first-order compliance and reconcile their theory with the realities of corporate tax 
law and economics.

Ex Ante and Ex Post 
Social Constructivism 

The third school of thought is social constructivism [Adler, 1997; Reus-Smit, 2001; 
Wendt, 1998]. E. Adler [1997] and A. Wendt [1998] tell us the world is composed of social facts 
which reflect our intersubjective understandings of the world. The political world is irreduc-
ibly social in nature for constructivists, and knowledge is the source of power. Constructivists 
thus account for the role of identity, norm creation and dissemination, communicative action 
and the social causes of international cooperation and discord. Social constructivism expands 
the analysis to include the transnational epistemic community centred at the OECD which is 
responsible for creating and promulgating tax principles, rules and fiscal norms [Haas, 1992; 
Schmidt, 2008]. In light of L. Latulippe’s [2016] recent study that highlighted the extent of 
corporate influence in Canadian fiscal policymaking, constructivism equips global governance 
scholars with the tools necessary for understanding the social processes of corporate interest 
group politics. However, due to its irreducibly social approach the theory is under-inclusive of 
materialist factors in its analysis and should be considered as part of a synthetic or mid-range 
theory together with structural realism, liberal institutionalism and the following approaches.

Model of Systemic Hub Governance

The fourth school of thought is the model of systemic hub governance. Taking the con-
cert equality model [Kirton 1989; 1993; 1999; 2000; 2013a; 2013b] as its starting point, the 
model of systemic hub governance is a compact and coherent causal model that “accounts for 
the G20’s creation, evolution, and performance as the consequences, as well as the forces that 
combined to cause this particular pattern of behaviour” [Kirton, 2013a, p. 36]. How effective 
are global governance institutions [Kirton, 2015, p. 241; Larionova, Rakhmangulov, Shelepov, 
2015a; Larionova et al., 2015b]? Kirton [2015] makes four arguments about international in-
stitutional effectiveness. First, it is conceptualized in terms of first-order implementation and 
assessed empirically using textual data [Ibid., p. 241]. Second, assessments must look not only 
to conformity with public commitments but also to implementation outcomes [Ibid., p. 242]. 
Third, assessments require better measurements of consensus, commitments, compliance and 
the extent to which institutions accomplish their mandates [Ibid.]. Fourth, and finally, better 
multi-stakeholder mechanisms are required to assess compliance [Ibid.].

In addition to its account of institutional effectiveness, the six dimensions of global gov-
ernance identified by the model of systemic hub governance transcend the ex ante and ex post 
aspects of the global tax governance model articulated above, and the model is the best avail-
able theory in the literature. Taking stock of domestic political management [Kirton, 2013a, 
p. 36], deliberation [Ibid., p. 37], direction setting [Ibid.], decision-making [Ibid.], delivery 
[Ibid., p. 38] and development of global governance [Ibid., p. 39] furnishes global governance 
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scholars with a useful heuristic for assessing the institutional performance of the G20 – OECD 
BEPS initiative. Furthermore, the model clarifies the key causes of institutional performance 
in this case study. Similar to the genesis of the plurilateral club, the transatlantic tax scandal in 
2012 was an acute shock that awakened G20 leaders to their collective vulnerability to tax base 
erosion and corporate profit shifting [Kirton, 2013a, p. 42]. The scandal further highlighted 
the multilateral organizational failure of extant institutional arrangements governing tax [Ibid., 
p. 44]. While the model of systemic hub governance provides the most rigorous and coherent 
explanation of global institutional cooperation and the causes of G20 performance, it is under-
inclusive. To avoid a compositional fallacy, global governance scholars must take a holistic view 
of the governance process depicted in the model above. The model of systemic hub governance 
must further account for patterns of legal enforcement at the domestic level in its assessment of 
BEPS and global fiscal relations more generally.

Ex post
Law and Economics

The fifth school of thought draws insights from the cognate fields of international taxa-
tion, law and economics and globalization studies. Looking ex post at the empirical record of 
global tax avoidance and its impact on the state’s redistributive capacity [Piketty, 2013; Piketty, 
Saez, Stantcheva, 2011; Piketty, Saez, 2012; Milanovic, 2016], there is compelling evidence of 
the malign impact of global tax competition and the need for greater cooperation and enforce-
ment. International tax scholars are accordingly much less sanguine than political scientists 
who assess global tax governance strictly ex ante. K.A. Clausing, for example, argues that “there 
are many reasons to suspect that profit shifting problems are not over,” citing the non-binding 
nature of BEPS standards and uneven implementation [2015, p. 22]. I. Grinberg [2015] predicts 
that BEPS will result in mock compliance and outright failure. 

Dagan argues that although multilateral efforts appear cooperative on the surface, “these 
initiatives have been undercut by collective action problems and tainted by the biases and self-
interests of those initiating and leading the efforts” [2018, pp. 214–5]. At its core, the “decen-
tralized competitive structure of the international tax regime is based on a network of states 
engaged in strategic interaction with each other,” and the “multiplicity and fragmentation of 
the different national tax regimes, the variance in tax mechanisms, and the diversity in defini-
tions supplied by the various systems combine to provide tax planners with necessary f lexibility 
to minimize their tax liability” [Dagan, 2018, p. 215]. Indeed, as J. Li [2017] demonstrates, with 
its focus on double non-taxation, the BEPS initiative is failing to keep pace with the prospect 
of triple non-taxation. Rather than being destined for success, the conditions of international 
anarchy and asymmetric cooperation pose serious global collective action problems for the im-
plementation of BEPS. Thus, although the BEPS process may be considered a success ex ante 
in terms of first-order compliance, as it stands there is insufficient evidence to evaluate the 
substantive second-order success of the global policy initiative given lack of progress and data 
on BEPS enforcement. 

Thinking about global tax governance under G20 – OECD auspices as a multi-stage process 
that occurs in different institutional spheres of action enables one to map out the relevant insights 
generated by the five schools of thought in further research. Such a holistic consideration of the 
available evidence and theory suggests the contemporary global tax regime is a market failure due 
to high transaction costs, information asymmetries, anti-competitive collusion and free riding. To 
address these challenges, this study concludes with recommendations for enhancing the theory 
and praxis of global tax governance and suggests further avenues for research.
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Prospects and Recommendations

This study has argued that the enforcement dimension of global taxation is under-theorized and 
poorly understood in the extant political science literature, with two significant consequences 
for the theory and praxis of global economic governance. This section makes four recommenda-
tions concerning a proposed framework for future research, tax transparency and enforcement. 

A Framework for Future Research:  
The New Global Tax Governance Meta-Theory

Global fiscal relations are under-theorized and under-examined in the political science 
literature. To better understand the new global tax governance, this paper argues that scholars 
should adopt the proposed problem-solving meta-theory which “takes the world as it finds it, 
with the prevailing power relationships and institutions in which they are organized, as the given 
framework for action” [Cox, 1986, p. 208]. To address the gap in the literature, future research 
should assess BEPS against the five stages of the global fiscal policy process in terms of the di-
mensions of time, institutional sphere of action and embedded policy feedback loops.

Tax Transparency

Global governance scholars also require more robust domestic- and company-level data 
to assess patterns of second-order compliance-qua-enforcement at the domestic and trans-
national level. Indeed, as the OECD found, current efforts are challenged by the problem of 
missing microdata [2015, pp. 30–1]. Although the OECD has released tax law jurisprudence, 
there are gaps in our understanding of firm-level implementation [OECD, 2018e]. Within the 
scope of the existing BEPS Inclusive Framework, future research should assess the underly-
ing data on MNE CbC reporting, spontaneous information exchange standards and sanctions 
levied against tax havens to assess implementation and enforcement. Should G20  – OECD 
efforts to increase global tax transparency under the CbC and spontaneous exchange standards 
fail, world leaders should consider creating a global registry of corporate securities to give tax 
administrators a holistic picture of MNE finances [Zucman, 2015]. The G20 – OECD must 
strive to improve tax transparency to combat the information asymmetries underlying corporate 
tax avoidance and profit shifting.

Enforcement

To put it succinctly, global policymakers must enact “concrete sanctions proportional to 
the costs imposed by uncooperative tax havens” [Zucman, 2015, p. 75]. Arguing BEPS is unlikely 
to succeed in the context of tax competition, political scientists Dietsch and Rixen propose a new 
global governance institution to oversee global fiscal law. In light of the asymmetric prisoner’s 
dilemma at the heart of global tax competition, the authors argue we need “an institution that 
supports a cooperative solution” with “strong monitoring and enforcement mechanisms” [2016, 
p. 326]. States need to move from bilateralism, namely the practice of managing the global fiscal 
pie through over 3,500 DTAs, to true multilateralism [Ibid.]. It is still an open question whether 
the BEPS multilateral instrument will be evenly implemented. Moreover, the authors argue that 
global taxation requires “a legalized dispute-settlement procedure very similar to that of the 
World Trade Organization (WTO)” [Ibid.]. Although the OECD has been lauded as a “quasi-
World Tax Organization” by some [Cockfield, 2006], to be truly effective, such an organization 
would require binding and coercive powers to combat harmful tax competition. 
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Moreover, working within the existing international economic regime, scholars and poli-
cymakers could revisit the WTO’s binding enforcement regime. While international trade regu-
lation is concerned with the anti-competitive harms of governments protecting local industry 
from foreign competition, international fiscal regulation is concerned with states privileging 
foreign-source income at the expense of a level playing field for domestic industry. The con-
temporary subsidies and countervailing measures (SCM) regime excludes double taxation from 
the WTO’s remit on the basis of Paragraph (e) in the Illustrative List of Export Subsidies in the 
annex of the SCM agreement. While Footnote 59 currently exempts consideration of double 
non-taxation from its remit, a revised SCM could usefully expand the WTO’s jurisdiction into 
taxation matters, improving overall enforcement patterns against uncooperative and anti-com-
petitive regimes without having to establish an entirely new international organization. 

G20 Digital Governance

The issues of global tax base erosion and MNE profit shifting are intimately connected 
with the growth of e-commerce and the transnational digital economy, and the G20’s failure to 
make taxation a part of its digitalization agenda represents a missed opportunity. Digitalization 
first appeared on the G20 agenda at the Washington summit in 2008, when world leaders iden-
tified e-commerce as a potential tool for managing the financial crisis [Kirton, Warren, 2018, 
p. 26]. Following Hangzhou in 2016, the G20’s digitalization agenda entered a new and more 
expansive phase, with world leaders endorsing more intensive collaborative efforts to measure 
the digital economy’s effects [Ibid.]. In August 2018, the G20 issued a ministerial declaration 
reaffirming the group’s commitment to participate in the development of infrastructure, inter-
national standards and efforts to address gaps along key dimensions [G20, 2018a; G20, 2018b]. 
To date, J. Kirton and B. Warren [2018] argue that the G20’s digitalization efforts have been 
an increasing success. By linking the issues of taxation and digitalization, the G20 is poised to 
facilitate greater synergies and institutional effectiveness in global economic governance.

Conclusion

Although taxation is at the heart of the social contract, political science has only recently turned 
its attention to the new global tax governance [Motala, 2018b, p. 366]. This study has argued that 
while global tax cooperation under G20 – OECD auspices may be considered a success ex ante 
based on the record of first-order compliance, the five-stage theoretical framework elaborated 
here demonstrates that the ex post enforcement dimension of BEPS is both under-theorized 
and under-scrutinized empirically. A holistic consideration of the available evidence and theory 
suggests that the contemporary global tax regime is a classical market failure, and that global tax 
governance is predisposed to significant collective action problems due to asymmetric coopera-
tion and the underlying distributional contest at the heart of global tax competition. Judging 
the available empirical evidence on enforcement against a Paretian normative standard, there 
is a clear need for greater international cooperation, enforcement, data-collection and analysis. 
While BEPS is to be lauded as a step in the right direction, it is clear that double non-taxation 
will not be the final frontier of sovereign tax imagination. 
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