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Organisation for Economic Cooperation and Development
2 rue André Pascal
75775 Paris Cedex 16
France

19 September 2014

Via email: CTP.BEPS@oecd.org

Dear Sirs,

Request for input: BEPS Action 11

We appreciate this opportunity to provide some initial thoughts following the OECD’s public request
for input on BEPS Action 11 (Establish methodologies to collect and analyse data on BEPS and the
actions to address it). This response reflects the views of the PwC network of firms. We also look
forward to having an opportunity to comment further when the OECD sets forth proposed BEPS
metrics in a future consultation document.

Government, supranational and academic information

As identified in the request for input, a number of academic papers and government reports have
already been considered by Working Party 2 in connection with Action 11. We anticipate that
information already compiled by governments, supranational bodies and academia will provide the
best source of information on the impact of BEPS activities to date. However, further analysis may be
required to identify the appropriate trends, particularly in relation to spillover effects, as noted below.

The validity of particular findings must also be thoroughly reviewed with at least one, or preferably
multiple, back-up sources.

Limiting new burdens

We think that any proposals should be constrained by the burden which would be imposed on different
stakeholders, including business. The diversion of resources toward a further administrative process
will necessarily detract from activity which could help the OECD achieve its overarching aims of
promoting international trade and investment. The exploitation of existing data should be pursued
instead wherever possible and the amount of additional work required kept to a minimum.

We believe the analysis of new data in future should be technologically automated as far as is possible.
This also covers the gathering of the data and, in that regard, recourse should be made to the systems
being put in place for delivering the country-by-country reporting template and transfer pricing
documentation to be introduced under Action 13 (for sharing of information for high level risk
analysis). The same applies, to a lesser extent because of its more limited scope, with the Common
Reporting Standard (for automatic exchange of information). However, we don’t believe that the

mailto:CTP.BEPS@oecd.org


OECD, Error! Reference source not found., BEPS Action 11

2 of 3

information required for country-by-country reporting should be increased as a result or that business
should be asked to produce, for Action 11, data which has been considered and rejected for Action 13.

The aggregation and analysis of raw data should be carried out wherever possible by governments and
supranational bodies. The extent to which reliance is placed on business doing any pre-processing
should be limited.

Identifying impacts

There are a number of potential difficulties in identifying the impacts of particular transactions or
structures. We’ve seen some of these difficulties both in the recharacterisation of arrangements where
anti-avoidance rules are being applied and in the approaches being put forward by some territories for
the establishment of transfer prices.

Some of the potential spillover effects may include for example the inefficient allocation of resources
by entities keen to establish substance in low-tax countries. On the other hand, increased awareness of
businesses’ tax management practices may lead to a greater reluctance to operate in low tax
jurisdictions. The possible reactions are wide-ranging, uncertain and are highly dependent on
stakeholders’ understanding and perception of the BEPS changes.

It is also difficult to distinguish between the impact of taxpayer behaviour from that of governments’
policy decisions and the enforcement of compliance rules. This would be made more difficult by the
anticipated inconsistent adoption by territories of BEPS recommendations and their interpretation of
revised OECD guidelines. Businesses will also respond differently, some being more aggressive in their
attitudes to future tax planning than others.

A more long-term analysis of trends seems to be critical if the breadth of the impacts of BEPS is to be
identified.

Measuring economic impacts

The OECD has previously recognised (2010)1 that corporate income tax is one of the most harmful
taxes as regards distortion of market economies. For example, reducing the profits of firms inhibits
both domestic and foreign direct investment, hinders productivity through a number of channels,
including distorting relative factor prices, causing high compliance costs and hindering technology
transfers and knowledge improvements.

In measuring the impact of BEPS actions it is important to consider not only the narrow impacts on
tax revenues and effective tax rates, but the broader macroeconomic impacts, including the dynamic
impact on tax revenues due to changes in economic growth.

The US, UK and a number of other countries already carry out quite sophisticated economic analysis
and modelling of the impact of potential tax policy changes, e.g HM Revenue and Customs (2013)
analysed the effects of corporate tax cuts on the UK economy using a Computable General Equilibrium
model. The European Commission has also (2011 and 2013) commissioned analysis using a Dynamic
Stochastic General Equilibrium model to examine the effects of the Financial Transaction Tax
proposals. Such models are commonly used by governments to examine the effects of changes in
effective tax rates and the underlying principles and subsequent review of differences between forecast
and actual figures ought to provide a basis for quite robust ex-post analysis.

1 OECD (2010) OECD Tax Policy Studies: Tax Policy Reform and Economic Growth, OECD, 2010.
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Effective tax rates

Care should be taken in any analysis which seeks to consider effective tax rates.

The different ways in which territories implement changes resulting from the BEPS Action Plan may
have a profoundly anti-competitive impact.

The following also represent a few examples of the other inconsistencies which can affect such
analysis:

 countries’ financial accounting rules
 unconsolidated financial or tax data and intra-group transactions
 the treatment of losses, and
 deferred tax resulting from differences as to when amounts are recognised for accounts and tax

purposes.

Confidentiality

If it is found necessary to require individual entities to supply additional information for Action 11, the
confidentiality of that information needs to be considered. In particular, the sharing of individual
taxpayer information should only be done in accordance with exchange of information provisions of
tax treaties and other bilateral or multilateral agreements.

Next steps

As we found with discussions on Action 1 (Digital), the outcomes of the discussions still to take place as
part of the BEPS Action Plan will have a fundamental impact on what are considered unacceptable
BEPS behaviours. It therefore makes sense to make sure that any proposals put forward in relation to
measuring BEPS in future are not finally determined until the rest of the project is virtually complete.

We are keen to participate further in the consideration of proposals under Action 11.

Yours faithfully,

Stef van Weeghel
Global Tax Policy Leader
stef.van.weeghel@nl.pwc.com

T: +31 (0) 887926763
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