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Abstract

Global tax governance is undergoing a significant transformation. Historically dominated by
the Organization for Economic Co-operation and Development (OECD), recent discussions
have called for a shift toward a United Nations (UN)-led framework. This thesis explores
the implications of such a transition, focusing on its impact on Germany as a developed
nation. While the OECD has long been the primary forum for international tax cooperation,
developing countries have criticized its legitimacy, arguing that it primarily serves the inter-
ests of wealthier nations. In response, the UN has positioned itself as a potential alternative,

advocating for a more inclusive and equitable approach to global taxation.

This study examines the structural differences between the OECD and the UN in shaping
international tax policy. It analyzes the OECD’s role in setting global tax standards, partic-
ularly through its Model Tax Convention and the Base Erosion and Profit Shifting (BEPS)
project. In contrast, the thesis assesses whether the UN’s emerging framework can address
power imbalances and better represent the interests of developing nations while still accom-

modating developed countries like Germany.

A central research question of this thesis is: How would a shift from the OECD to an UN-
led framework affect Germany’s position in global tax governance? By analyzing Ger-
many’s tax policy, economic structure, and role in multilateral negotiations, the study eval-
uates potential benefits and challenges that such a transition might bring. While proponents
argue that a UN-led framework could enhance fairness in global tax distribution, skeptics -
especially within developed nations - warn of increased complexity and potential economic

disadvantages.

This research contributes to the broader debate on international tax governance by providing
a differentiated perspective on the institutional power shift from the OECD to the UN. Ulti-
mately, it highlights that while a transition to an UN-led framework may enhance global tax
justice, its success will depend on the willingness of developed nations to engage in a more

inclusive multilateral system.

Keywords: International Tax Cooperation, OECD, United Nations (UN), Global Tax Gov-
ernance, Tax Justice, Base Erosion and Profit Shifting (BEPS), Germany, Multilateralism,

Developing vs. Developed Nations, Institutional Power Shift, Double Taxation.



Resumo

A governagdo fiscal mundial esta a sofrer uma transformac&o significativa. Historicamente
dominada pela Organizacdo para a Cooperacdo e Desenvolvimento Econémico (OCDE), as
recentes discussdes tém apelado a uma mudanca para um quadro liderado pelas Na¢6es Uni-
das (ONU). Esta tese explora as implicagdes de tal transicdo, centrando-se no seu impacto
na Alemanha enquanto nagdo desenvolvida. Embora a OCDE tenha sido durante muito
tempo o principal forum para a cooperacdo fiscal internacional, os paises em desenvolvi-
mento criticaram a sua legitimidade, argumentando que serve sobretudo os interesses das
nacOes mais ricas. Em resposta, a ONU posicionou-se como uma potencial alternativa, de-

fendendo uma abordagem mais inclusiva e equitativa da tributacdo global.

Este estudo examina as diferencas estruturais entre a OCDE e a ONU na definicao da politica
fiscal internacional. Analisa o papel da OCDE na definicdo de normas fiscais globais, em
particular atraves da sua Convencao Fiscal Modelo e do projeto BEPS (Base Erosion and
Profit Shifting). Em contrapartida, a tese avalia se 0 quadro emergente da ONU pode resolver
os desequilibrios de poder e representar melhor os interesses dos paises em desenvolvimento,

sem deixar de acomodar os paises desenvolvidos como a Alemanha.

A questd@o central da investigacdo desta tese é a seguinte: Como € que uma mudanca da
OCDE para um quadro liderado pela ONU afectaria a posi¢do da Alemanha na governagéao
fiscal global? Ao analisar a politica fiscal, a estrutura econdémica e o papel da Alemanha nas
negociacdes multilaterais, o estudo avalia os potenciais beneficios e desafios que uma tal
transicdo podera trazer. Enquanto os defensores argumentam que um quadro liderado pela
ONU poderia aumentar a equidade na distribuicéo fiscal global, os cépticos - especialmente
nos paises desenvolvidos - alertam para o aumento da complexidade e para potenciais

desvantagens economicas.

Esta investigacdo contribui para o debate mais alargado sobre a governacéo fiscal internac-
ional ao fornecer uma perspetiva diferenciada sobre a mudanca de poder institucional da
OCDE para a ONU. Em tltima analise, salienta que, embora uma transi¢do para um quadro
liderado pela ONU possa melhorar a justica fiscal global, o seu sucesso dependera da von-

tade das nacOes desenvolvidas de se envolverem num sistema multilateral mais inclusivo.



Palavras-chave: Cooperacgéo Fiscal Internacional, OCDE, Organizacdo das Nacoes Unidas
(ONU), Governacéo Fiscal Global, Justica Fiscal, Erosdo da Base Tributéria e Transferéncia
de Lucros (BEPS), Alemanha, Multilater-alismo, Paises em Desenvolvimento vs. Paises

Desenvolvidos, Mudanca de Poder Institucional, Dupla Tributacéo.
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1 Introduction

“If you're not at the table, you're on the menu” is a slogan that has gained increasing popu-
larity in discussions around international tax policy.! While the power imbalance between
developing and developed countries has long been a point of debate, this issue has suddenly
gained momentum considering recent developments. An institutional shift is on the horizon,
driven by growing calls for the United Nations (UN) to take on a greater role in global tax
governance. This move challenges the decades-long dominance of the Organization for Eco-
nomic Co-operation and Development (OECD), whose legitimacy in setting global tax
standards has been increasingly questioned. For too long, developing countries have not been
on the table of negotiations, effectively making them the “menu” for the developed nations
steering tax policy from Paris.? Global tax governance now stands at a crucial moment of
change. A transition from an OECD-led framework to an UN-led model could reshape how
global tax standards are formulated and implemented, with far-reaching implications for
both developed and developing nations. While some view the UN’s involvement as a historic
victory for tax justice,® others—particularly developed nations—have resisted this shift, ar-
guing that the OECD already provides an established forum for international tax coopera-
tion.* The ongoing debate at the UN reflects the climax of decades of tension between de-

veloped and developing countries over the power imbalance in global taxation.

Much of the existing academic literature focuses on the perspectives of developing countries,
highlighting their challenges and disadvantages in the global tax system. However, the stand-
point of developed nations in this debate remains largely unexplored. This thesis aims to
address this gap by analyzing the potential transition from an OECD-led to an UN-led tax
framework from the viewpoint of a developed country - Germany. It seeks to answer the
research question: What is the potential impact of shifting international tax cooperation from
the OECD to the UN on Germany as a developed nation? To address this question, the thesis
explores the UN’s evolving role in international tax cooperation and assess the consequences
such a shift would have for Germany, a country deeply involved in shaping and implement-

ing global tax policy. By analyzing Germany’s position within both organizations, the study

! Tax Notes, 2021
? Tax Notes, 2021
3 Jorissen and Andringa, 2022
* Agyemang, 2023



assesses the potential benefits and drawbacks of transitioning to an UN-led system, provid-

ing insight into the broader resistance of developed nations toward this change.
The thesis is structured as follows:

Section 2 explores the current political and institutional developments driving the UN's in-

creasing role in global tax governance.

Section 3 provides historical context, outlining the longstanding conflict over taxing rights

allocation in international taxation.

Section 4 critically examines the OECD’s role in global tax governance, discussing its le-
gitimacy, the impact of its Model Tax Convention, and the Base Erosion and Profit Shifting
(BEPS) project. Emphasis is placed on how these frameworks shape power dynamics be-

tween developed and developing nations.

Section 5 introduces the UN as an alternative to the OECD, analyzing its past work in inter-
national tax matters, such as the UN Model Double Taxation Convention, and assessing its
potential capacity to lead global tax initiatives. A comparative analysis of the OECD and
UN frameworks will evaluate which institution provides a more beneficial platform for in-

ternational tax cooperation.

Section 6, the core of this thesis, presents a case study of Germany’s perspective on these
developments. This section examines Germany’s economic structure, tax system, and stance
on international taxation, resulting in an analysis of the potential impact of transitioning from
the OECD to the UN. It concludes with reflections on tax justice and ethical considerations,

incorporating the author’s personal perspective.
Section 7 summarizes the findings and presents the conclusions of the study.

This thesis employs a combination of four methodological approaches to ensure a compre-

hensive analysis:

1. Literature Review: A thorough review of academic sources, OECD and UN reports,
and German government statistics provides a theoretical foundation for understanding

the institutional tax frameworks.

2. Comparative Analysis: Section 5 applies a Performance Measurement Analysis frame-
work, comparing the UN’s capacity for leading global tax initiatives to the OECD’s

based on four key performance indicators (KPIs): Effectiveness, Efficiency, Competition

2



and Inclusiveness. This framework highlights the relative strengths and limitations of

each organization.

3. Descriptive Data Analysis: Section 6 utilizes historical data on Germany’s tax revenues,
economic performance, and social expenditures to provide context for its position within

global tax governance.

4. Impact Assessment: A modified PESTLE analysis is applied to assess the potential con-
sequences of shifting tax governance from the OECD to the UN across political, eco-
nomic, social, and legal dimensions. This qualitative assessment integrates findings from
the literature review, comparative analysis, and descriptive analysis to forecast potential

changes in Germany’s role within the global tax system.

Additionally, Al-based tools were used as supplementary research and writing assistants to
improve clarity and precision in the drafting process. While these tools contributed to refin-
ing the language, all ideas, analysis, and arguments presented in this thesis are entirely my

own and based on the referenced sources.

This study contributes to both academic literature and current policy discussions. The power
imbalance between developed and developing countries has become an increasingly promi-
nent issue in international taxation, aligning with broader legal debates on global tax justice.
Calls for a more equitable and inclusive international tax system have intensified, particu-
larly regarding its impact on developing nations.> While much of the existing research fo-
cuses on the perspective of developing countries, this thesis aims to fill a critical gap by
examining the issue from the standpoint of a developed nation. By analyzing Germany’s
position, it provides a unique contribution to the discourse on the future of global tax coop-
eration. The ongoing debates at the UN, with negotiations still in progress and the final out-
come uncertain, further underscore the timeliness and relevance of this research. Under-
standing the strategic implications of a potential shift to an UN-led tax framework is partic-
ularly crucial for Germany, as well as other developed nations navigating this transition.
This thesis, therefore, aims to serve as a foundation for informed decision-making in the
ongoing UN process, offering insights that can guide policymakers in Germany and beyond.

Ultimately, by analyzing the evolving responsibilities of developed and developing countries

S Stark, 2021



in global tax governance, this study contributes to a deeper understanding of the challenges

and opportunities that lie ahead in international taxation.

2 The road towards a UN framework convention

A groundbreaking shift in global tax governance is underway following a UN resolution in
November 2023, which initiated a debate on inclusion and tax justice. This resolution initi-
ated intergovernmental negotiations to establish a new framework for international tax co-
operation, directly challenging the OECD’s long-standing dominance in shaping global tax
policy. As a result, the OECD now faces growing pressure as the UN emerges as a potential
alternative platform for setting international tax standards.® The following section explores

the current state of these developments, and the progress made so far.

The ongoing political process is illustrated in the timeline below:

UN General
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UN General
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Resolution Resolution Terms of Reference

Figure 1: Timeline’

The movement was initiated in November 2022 by a developing country that raised its voice
against the shortcomings of current international tax policy. Nigeria, on behalf of the group
of African nations, introduced a resolution at the UN calling for the organization to take an
active role in developing an inclusive framework for international tax cooperation. The res-

olution, titled "Promoting Inclusive and Effective International Tax Cooperation at the UN",?

® Jorissen and Andringa, 2022; Luthiger and Fuchs, 2024
" Own illustration based on data from: Wright, 2024; Wright, 2025
® pwC, 2018



urged the General Assembly to initiate intergovernmental discussions in New York, under-

scoring concerns that the OECD's efforts may not have been fully inclusive.®

During the UN Secretary-General's public consultation, input was collected from 80 stake-
holders, ranging from UN member states and the OECD itself to business organizations and
tax policy groups.’® A review of these submissions revealed a clear divide in opinions on the
matter. On the one hand, a group of mostly developing nations claimed that because their
voices had not received much attention, the OECD's activities had not been truly inclusive.
They believed that their rightful interests had been ignored by excluding developing nations
from shaping the OECD agenda. The resolution might be a turning point for international

tax policy history, according to these nations.*

Developed nations, however, tended to be more skeptical. While they acknowledged that
certain states had not been involved in previous work, they warned that making changes or
shifting direction now could jeopardize the progress already achieved.* The European Un-
ion (EU) echoed this perspective in its submission to the UN Secretary-General on behalf of
its member states. The EU reaffirmed its commitment to multilateralism and the equitable
distribution of wealth but emphasized that the OECD Inclusive Framework has already pro-
vided a platform for broad participation, including developing countries, and successfully
facilitated crucial tax reforms like the BEPS project. The EU stressed that any efforts to shift
tax rulemaking to the UN should not disrupt or duplicate the existing OECD initiatives. It
raised concerns about the potential fragmentation of global tax standards and the creation of
conflicting frameworks if the UN were to lead a parallel process. Instead, the EU suggest a
complementary cooperation between the two organizations, with the UN playing a support-
ive role in the final negotiations of the BEPS project, rather than leading its own independent
efforts.”® However, not all OECD members shared this perspective. For instance, the primary
speaker of the event, Colombia's minister of finance, voiced strong support for the UN res-

olution. He strongly criticized the existing flaws and brought up the idea of a UN tax con-

® Tax Notes, 2023; United Nations, 2022

10 Al submissions were made publicly available here: https:/financing.desa.un.org/inputs
' Tax Notes, 2023; Parada, 2024

12 Tax Notes, 2023; Parada, 2024

13 International Institute for Sustainable Development, 2024



vention once more. The support of a Latin American country, which is also an OECD mem-
ber state, was particularly significant. Still, the apparent lack of consensus on this topic high-
lighted the challenges that lay ahead.*

After hearing all the feedback on the matter, a Secretary-General report was released, con-
cluding that existing international and multilateral arrangements lack the necessary inclusiv-
ity, and that “enhancing the role of the United Nations in tax norm-shaping and rule-setting,
(...) appears the most viable path for making international tax cooperation fully inclusive
and more effective”®® The report outlined three potential pathways: (1) a binding multilateral

convention, (2) a binding framework convention, and (3) a nonbinding multilateral agenda.

The EU, along with the United States and the United Kingdom, warned that options 1 and 2
risk duplicating ongoing and completed efforts within the existing global tax framework,
particularly those led by the OECD. Reopening negotiations on issues where substantial pro-
gress has already been made could undermine the extensive network of agreements that pro-
mote tax transparency and fairness, benefiting all participating countries. Such duplication
could lead to confusion and inefficiency in international tax policy, especially considering
that most UN members are already actively engaged in the Inclusive Framework of the
OECD and committed to the BEPS actions accomplished so far. The EU therefore voiced

their support for the third option, proposing a non-binding multilateral agenda.*

However, in November 2023, the Second Committee approved a resolution to establish an
Ad Hoc Committee tasked with developing a Framework Convention. The resolution was
adopted with 111 jurisdictions in favor, 46 against, and 10 abstentions, setting a deadline to
finalize the deliverables by August 2024, to be presented at the 79th General Assembly ses-
sion.™ The opposition, largely comprised of OECD member countries, including the United
States, the United Kingdom, and all EU member states, represented a minority in the vote,
accounting for just 15% of the global population. In contrast, those in favor of the resolution

represented 80% of the global population.®

14 Tax Notes, 2023; Ellmers, 2023 (Translation by the author.)
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18 United Nations, 2023
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A binding framework convention primarily establishes the governance structure for interna-
tional tax reforms, serving a largely constitutive function. It acts as an overarching document
outlining broad political commitments related to general objectives, procedural rules, and
institutional arrangements. Detailed rules that define specific obligations are developed pro-
gressively through protocols, which provide the concrete legal framework for implementa-
tion.?? Under this option, key decision-making processes for international tax cooperation
would gradually shift from the OECD to the UN, aiming to create a more inclusive environ-
ment. However, the OECD's decades of expertise in international tax matters would still play
a significant role. For example, major strategic decisions on international tax reforms could
be taken by the UN, while the OECD would remain responsible for developing the technical

implementation.?

The terms of reference (ToR) for the framework convention were developed and approved
during the Second Session of the Ad Hoc Committee in August 2024. They outline the key
structural components of the proposed Framework Convention, including its objectives,
guiding principles, commitments, and provisions for capacity building. They also establish
a timeline and approach for negotiating the Convention, as well as a framework for devel-
oping protocols. Those protocols would serve as legally binding instruments to implement
or elaborate the framework convention, with each party having the option to join any proto-
col that addresses specific tax issues.? In this way, the ToR uphold tax sovereignty by ac-
knowledging each member state’s right to determine its own tax policies and practices, while
also respecting the sovereignty of other nations.?® Two initial protocols are expected to be
developed alongside the Convention: one focused on the taxation of income from cross-
border services in a digitalized and globalized economy, and the other addressing one of four
priority areas: (a) taxation of the digital economy, (b) measures against tax-related illicit
financial flows, (c) prevention and resolution of tax disputes, or (d) tax evasion and avoid-
ance by high-net worth individuals and ensuring their effective taxation within Member
States. Future protocols may cover additional areas, such as environmental issues, infor-

mation exchange, mutual administrative assistance, and harmful tax practices.?* In practice,

2 pwC, 2024; Laudage Teles and Von Haldenwang, 2023 (Translation by the author.)
21 |audage Teles and Von Haldenwang, 2023 (Translation by the author.)

22 \Wright, 2024; United Nations General Assembly, 2024
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protocols function much like international treaties, making them similarly difficult to nego-
tiate. However, the guiding principles and governance structure established by the Frame-
work Convention could benefit the protocols and facilitate their development.®

A total of 110 Member States voted in favor of the ToR, while 44 abstained, including all
EU Member States, and eight countries rejected the document.® The vote reflects the grow-
ing momentum behind the UN process, as many countries that voted against advancing ne-
gotiations in November 2023, this time chose to abstain instead.”” The EU delegation de-
fended their abstention in their explanation of vote, noting concerns about the process's lack
of inclusivity, openness, and shared understanding. Despite participating with openness and
a collaborative spirit, they noted that the final outcome failed to address critical concerns
they had consistently raised—most notably, the need for broad consensus to ensure the in-
clusivity and effectiveness of a Framework Convention.?® Of the eight countries that voted
against the document, among them the United States, United Kingdom, and Japan - all mem-

bers of the OECD - some argued for more flexible commitments.?

Moving forward, the Ad Hoc Committee’s terms of reference were submitted to the 79th
Session of the UN General Assembly and were officially approved in December 2024.%°
With this approval, a negotiating committee chaired by Member States will develop a con-
vention and two protocols while meeting annually over the next three years. The committee
will then present the final text to the General Assembly for review in the first quarter of the
82nd session, as specified in the terms of reference. This process would enable all 193 UN

Member States to vote on a finalized global UN tax treaty by 2027.%

3 The Long-Standing Struggle of Balanced Taxing Rights
The quest for a balanced international tax system is not a new one. It has a long and complex
history, rooted in enduring tensions between developed and developing nations. For more

than a century, the debate between source-based and residence-based taxation has played a

® pwC, 2024

% Travers, 2024

2" Mansour, 2024

%8 Delegation of the European Union to the United Nations in New York, 2024; Wright, 2024
 Travers, 2024; Medina, 2024

% Wright, 2025

%! Travers, 2024; Medina, 2024



central role in shaping the international tax regime.* This section provides a historical over-
view of this ongoing conflict, particularly focusing on the development of model tax treaties.
It shows that the current discussions, as explored in Section 2, are only the latest chapter in
a broader and long-standing effort by developing nations to secure fairer taxation rights.

Modern tax treaties originated in the 1920s, when the League of Nations® formed a commit-
tee to address double taxation—a growing issue as international trade increased.** At the
time, capital investments primarily moved from capital-exporting countries like the United
States and the United Kingdom to capital-importing countries. To prevent multinational cor-
porations from facing double taxation in both their resident and their source countries, it
became necessary to harmonize differing tax laws. For example, the United Kingdom sought
to tax the worldwide income of its residents, regardless of where it was earned, while France,
as a capital-importing nation, imposed taxes on business profits earned by both domestic and
foreign companies operating within its borders. To address these conflicting approaches, the
League of Nations established allocation rules to divide taxing rights among developed

countries and prevent double taxation.®

During this critical period, decisions with lasting consequences were made, creating a frame-
work that has since proven remarkably resistant to change. In 1928, the League produced
several model treaties, which became the basis for bilateral tax agreements.* These alloca-
tion rules significantly restricted source-based taxing rights, and instead favored residence-
based taxation by giving exclusive or primary taxing authority to the country where the in-
vestor resided.*” Even at the time, some countries raised concerns about what they viewed
as an anti-source bias. However, such concerns were largely overlooked, as the discussions
were dominated by wealthier nations that had already set the groundwork for a residence-

based framework. The tax treaties of 1928 set the course for the future of double taxation.*®

% Yéfiez, 2023

% The League of Nations was founded in 1920 after the end of the World War 1, as the first worldwide peace-
keeping organization. While the League aimed to maintain peace and foster collaboration, it ultimately
lacked enforcement mechanisms and failed to prevent major conflicts like World War 11, leading to its
dissolution in 1946 when its functions were transferred to the UN. (Swygart, 2022)
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World War Il and the post-war period brought further developments, including the creation
of the London Model and the Mexico Model, which laid the foundation for today’s OECD
and UN Models. As European countries were deeply involved in the war, nations in the
Western Hemisphere continued refining tax models. In 1943, Latin American countries, the
United States, and Canada convened in Mexico, where they drafted the “Mexico Draft” con-
vention. This draft built on the 1928 model but allocated stronger taxing rights to source
countries, reflecting the interests of capital-importing nations.* It represented an early at-
tempt to counterbalance the dominance of residence-based taxation. However, a response
from developed countries soon followed.

After World War 11, Western European nations sought to regain influence over international
tax matters by reconvening the League of Nations’ Fiscal Committee in London. In 1946,
they developed a revised framework known as the “London Draft”, which reinforced the
residence-based taxation principle that favored capital-exporting states.* This draft repre-
sented the opposite position to that of the Mexico Model and reestablished the dominance of
developed nations in international tax treaty negotiations.** With these two competing frame-
works established, a lasting tension arose between the residence-based London Draft and the
source-based Mexico Model, setting the stage for an ongoing struggle for a balanced inter-

national tax system.*

When the UN took over the League's work, it was tasked with reviewing both the existing
models through a balanced group of tax administrators. However, a strong divide between
high-income and low-income countries had emerged by that time, centered on the allocation
of taxing rights along the lines of residence-based versus source-based taxation.”® Failing to
adopt a new approach, the default solution continued to be the framework developed in the

1920s. Any opportunity for radical change, if it ever existed, had by then passed.*

In 1956, the OEEC established a Fiscal Committee to revisit and further develop the work
of the London Committee. This was part of a broader goal to strengthen economic connec-

tions and promote peace. As the OEEC evolved into the OECD, it expanded beyond Europe

% Hearson, 2021; Leduc and Michielse, 2021

0 |_educ and Michielse, 2021; Jorissen and Andringa, 2022
* Hearson, 2021,
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and took on a more active role in international tax matters. By 1963, the OECD had drafted
what would become its first Model Tax Convention, which established a preference for res-
idence-based taxation and limited the rights of source countries to tax income, aligning with
the interests of developed nations. The OECD Model Tax Convention on Income and on
Capital became the leading template for bilateral tax treaties among OECD member states.*

Around the same time, the UN created an ad-hoc group of fiscal experts from both developed
and developing countries to address tax issues.“® This group responded to growing concerns
from developing countries that the OECD Model primarily reflected the priorities of wealth-
ier states, without adequately addressing fair distribution of taxing rights. Consequently, in
1980, the UN released its own model tax treaty, which, while drawing heavily from the
OECD's 1977 framework, made adjustments to expand source-based taxing rights, granting

developing nations greater access to tax revenue generated within their jurisdictions.*’

Since then, both models have undergone multiple revisions, with the OECD’s latest version
published in 2017 and the UN’s in 2021.* The OECD Model aligns more closely with the
London Model’s residence-based approach, while the UN Model continues the legacy of the

Mexico Model, favoring source-based taxation.*

Efforts to introduce more radical source-based taxing rights than the UN Model have largely
failed. In 1971, the Community of Andean Nations (CAN), comprising Bolivia, Chile, Co-
lombia, Ecuador, and Peru, developed a multilateral tax treaty to govern taxation within its
member states. They also established a standard agreement intended as a reference for treaty
negotiations with non-member countries. Both CAN models diverged sharply from the
OECD Model by granting exclusive taxing rights to source countries for most income types,
presenting an alternative to the residence-focused framework of the OECD. However, the
CAN model struggled to achieve broad acceptance. It was largely ignored as a reference
point by OECD member states during bilateral treaty negotiations. Despite its innovative
approach, the CAN model could not compete with the widespread adoption and influence of

the OECD Model, which remained the dominant framework in international taxation.*®

* Jorissen and Andringa, 2022; Leduc and Michielse, 2021
%6 United Nations, 2021
4" Leduc and Michielse, 2021
*8 OECD, 2019; United Nations, 2021
9 Soriano, 2023
% Hearson, 2021
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The OECD Model has emerged as the clear winner of this historic back and forth. Today, it
serves as the foundation for nearly 70% of over 3,000 bilateral tax treaties, a testament to its
dominance and widespread acceptance in the global tax system. Notably, the OECD's reach
extends well beyond high-income nations, with 1,000 to 2,000 of the treaties involving at
least one developing country.®* This shows that even though many countries don’t support

the content of the OECD Model, its strong dominance has made them sign it anyway.

However, developing countries continue to struggle against the current international tax sys-
tem. For years the Group of 77 (G77)* has consistently promoted the establishment of an
intergovernmental tax commission within the framework of the UN.*® In 2017, the G77 re-
affirmed its demand for such a tax body, emphasizing that “there is still no single global
inclusive forum for international tax cooperation at the intergovernmental level”*. The
group stated that the UN is the only global platform capable of addressing these issues in a
transparent, and inclusive manner.* This demand was renewed at the UN Financing for De-
velopment Forum in 2019, where the G77 once again urged the creation of a UN-led inter-
governmental tax commission to address the inequities in global tax governance.* Despite
these repeated calls, the proposal has been opposed so far, particularly by the European
Commission and OECD member states, who prefer to maintain the current OECD-

dominated system.*’

Considering the historical context, it becomes evident that the current discussions at the UN
are only the most recent efforts of developing countries to challenge the established power
dynamics in international taxation. For the first time, the concerns of developing countries
are being heard and addressed on a global level. This movement is gaining unparalleled
momentum, offering a real possibility for the current UN initiative to succeed where past

attempts have failed.

°L pwC, 2018; Garbarino, 2012; Quak and Timmis, 2018
°2 The G77 is the negotiating group of the countries of the global South at the UN with currently 134 members
including the People's Republic of China. (Ellmers and Ryding, 2021 (Translation by the author.))
°3 Ellmers and Ryding, 2021 (Translation by the author)
* G77, 2017; Ross and Anning, 2017
% (77, 2017; Ross and Anning, 2017
% 577, 2019; Ellmers and Ryding, 2021 (Translation by the author)
% Ross and Anning, 2017
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4 Imbalance of powers within the OECD

4.1  The questionable legitimacy of the rich man’s club

During negotiations on the UN's role in international tax cooperation, several countries re-
peatedly pointed to the OECD as an existing and effective forum, emphasizing that its work
has been inclusive, with no need for a competing platform. Similarly, the OECD’s head of
tax expressed disappointment that the UN had disregarded the significant progress and im-
pact achieved over the past two decades. She further noted that by ignoring positive assess-
ments of OECD collaboration submitted by UN member states for the analysis, the UN's

report contained inaccuracies and misleading conclusions.®®

The OECD is an international intergovernmental organization that sets global standards to
address social, economic, and environmental challenges.® Based in Paris, the organization
is comprised of 38 member countries, predominantly developed countries such as the United
States, the United Kingdom, Germany, and Japan.® A map highlighting its member states in
blue can be found below.

Figure 2: Overview of OECD Member States®!
Note: OECD Member States in blue

%8 Agyemang, 2023A; Robin, 2023
*® OECD homepage, [s.d.]

% OECD homepage, [s.d.]

%! Ref. Figure 1
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The Council serves as the OECD’s decision-making body, consisting of representatives from
each Member Country and the European Union. Led by the Secretary-General, it guides the
OECD's strategic direction and activities. Additionally, an annual Ministerial Council Meet-
ing, hosted by one or more members, invites government officials to address major global

policy issues and establish the organization’s priorities for the upcoming year.

For decades, the OECD has dominated the international tax debate, serving as the principal
organization responsible for drafting and enforcing tax guidelines and standards.® While the
OECD is entitled to set norms among its member countries, its ambition to serve as a global
standard-setting body is seen critical, as it lacks legitimate authority on a broader interna-
tional scale. Although its membership includes economically influential nations, significant
regions like Africa remain underrepresented, and low-income countries, as well as small,
open economies, are absent. Developing countries are generally not members of the OECD,
and the organization rarely prioritizes their interests, limiting their influence over the for-
mation of international tax policy. This disparity has earned the OECD the reputation of
being a rich man's club, with its policies perceived as primarily serving the interests of its

wealthy member nations.%

The governance structure of the OECD has raised considerable concerns, primarily due to
its status as an unelected body. International law-making by such institutions is often viewed
as undemocratic, as it fails to incorporate key elements of national democratic processes,
such as electoral representation, checks and balances between the legislative, executive and
judicial branches, transparency, accountability, and deliberative participation.® Granting
legislative authority to such an institution conflicts with the principle of "no taxation without
representation," especially since a significant number of countries are not members.®® Fur-
thermore, the absence of a global legislative body with proportional representation of the
world's populations means that the OECD lacks the authority to impose binding tax rules or

enforce sanctions in cases of non-compliance.®

%2 OECD homepage, [s.d.]
%3 parada, 2024
® Fung, 2017; Harpaz, 2024
% Yéfiez, 2023
% Jorissen and Andringa, 2022; Yéafiez, 2023
* Fung, 2017
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Although the OECD’s guidelines and standards are technically non-binding, they carry sub-
stantial legitimizing effects. Policies developed by the organization are widely accepted by
members and even non-members. Member states, in particular, tend to embrace these rec-
ommendations, as they frequently align with national interests, such as increasing tax reve-
nue. Consequently, many of these "soft law" instruments have been incorporated into na-
tional legislation, becoming de facto binding in the countries that incorporate them. This
way, OECD policies have found their way into legal systems worldwide, shaping tax prac-
tices for both member and non-member states.®® Some scholars even argue that OECD soft
law gains legitimacy as valid law when it is implicitly accepted by national authorities,
courts, arbitrators, and taxpayers without formal parliamentary opposition.® Consequently,
OECD standards have established a significant presence in the global tax landscape, largely
accepted as legitimate and authoritative despite their voluntary nature.

There are also concerns about the compatibility of the OECD's work with the principle of
sovereign equality among states, particularly with the doctrine that no state can be bound by
the decisions of an international body in which it is not represented.” Tax sovereignty refers
to a state’s authority to establish and implement its own tax laws within its jurisdiction. This
autonomy in determining tax policies and collecting revenue from individuals and businesses
allows states to fulfill their functional responsibilities while upholding democratic account-
ability and legitimacy. Consequently, it is generally seen as advisable for this power to re-
main with individual states rather than being effectively transferred to international organi-
zations or forums.”™ However, recent OECD initiatives have increasingly emphasized coor-
dinated actions, requiring individual states to align with collective agreements rather than
pursue independent policies. This trend implies a proportional decrease of national tax sov-
ereignty, effectively transferring tax authority from public officials within individual coun-

tries to OECD representatives. "

After addressing the general concerns regarding the legitimacy of the OECD as a governing
body, this section will proceed into an analysis of some examples of its key initiatives. To

assess the balance of power within the OECD, it is valuable to examine specific influential

%8 Salehifar, 2015
% Dourado, 2024
® Fung, 2017
" Yafiez, 2023
2 yafiez, 2023
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projects of the organization to determine how both developed and developing countries were

considered in the initiatives.

4.2  The OECD Model Tax Convention

One of the significant contributions of the OECD in international taxation is the OECD
Model Tax Convention on Income and Capital. This model serves as the basis for bilateral
tax treaties, aiming to prevent double taxation and reduce tax evasion, by establishing com-
mon standards for individuals and businesses that operate across borders. It also seeks to
enhance administrative cooperation in tax matters, particularly through information ex-
change and assistance with tax collection.” While the OECD Model does not possess bind-
ing legal authority and serves as a suggested policy framework, it nonetheless has a notice-
able influence on the drafting of tax treaties, even outside the OECD.™

However, the OECD Model is far from providing a balanced approach that serves the interest
of all countries. It has long been recognized as more favorable toward capital-exporting
countries, reflecting its origins as a framework primarily designed for OECD member states.
Consequently, the model tends to benefit developed countries, which are typically capital
exporters and home to multinational enterprises. By prioritizing residence-based taxation,
the OECD Model allows these countries to tax the foreign income of their resident corpora-
tions while restricting the taxing rights of source countries, where these corporations conduct

business activities.”

This way the source country often loses some or all its taxing rights on certain categories of
income.” The OECD Model provides a clear example of source-based restrictions on taxing
passive payments, such as dividends, interest, and royalties. Under this model, Articles 10
and 11 limit the tax that source countries can impose when the income of non-residents can-
not be attributed to a permanent establishment. If the beneficial owner has held at least 25%
of the paying company for 365 days, Article 10 caps source taxation on dividends at 5% of
the gross amount; in other cases, it can reach up to 15%. Article 11 restricts the source coun-
tries' ability to tax interest payments to 10% of the gross amount of the interests, while Ar-

ticle 12 fully prohibits source countries from taxing royalties.”” Some scholars argue that

" OECD, 2019
™ Ash and Marian, 2020
> Upadhyay, 2021
76 |_educ and Michielse, 2021
" Eyitayo-Oyesode, 2019; OECD, 2019
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these articles disproportionately allocate taxing rights to residence countries without an eco-
nomic justification, thus violating the principle of equitable tax revenue distribution between
countries. A fair division of taxing rights requires an allocation based on each country’s
contribution to the activities generating that revenue, ensuring that source countries are ad-
equately compensated for their role in producing business income by allowing them to
charge income tax proportional to the economic activities within their jurisdiction. Arti-
cles 10-12 of the OECD Model deny source countries a fair share of tax revenue that should
compensate them for their contributions to the economic activities of non-residents within
their jurisdictions.” The allocation rules in the OECD Model effectively result in a regres-
sive redistribution of revenue, directing more funds to developed countries while leaving a
smaller share for developing nations.” This loss in tax revenue imposes significant financial
burdens on developing countries, as they are large capital importers. Estimates indicate that
each additional tax treaty signed by an African nation corresponds to a five percent decline

in its corporate tax revenues.®

Beyond the imbalanced provisions of the OECD Model itself, another significant concern
lies in the process by which the model is revised. Revisions to the OECD Model and its
accompanying Commentaries are overseen by a specialized subcommittee within the
OECD’s Committee on Fiscal Affairs. This subcommittee is primarily composed of senior
tax officials from OECD member countries, who hold decision-making power and set the
agenda based on the interests and priorities of these member states. While non-OECD coun-
tries, including developing nations, are technically permitted to submit formal observations
on proposed changes, their role in the process is limited to this input alone. They do not have
direct influence over the final decisions, leaving them with little opportunity to shape the

revisions to reflect their own unique economic and fiscal needs.®

Despite the disadvantages that the OECD Model Tax Convention presents for developing
countries, many continue to adopt it in treaty negotiations. This is sometimes done strategi-
cally, as aligning with OECD standards can help these countries gain legitimacy on the
global stage and foster stronger economic relations with OECD member nations. But devel-

oping countries also often face limited negotiating power, which makes it challenging to

78 Leduc and Michielse, 2021
" Eyitayo-Oyesode, 2019
8 Hearson, 2021; Leduc and Michielse, 2021
8 Quak and Timmis, 2018
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secure provisions that better serve their interests, especially when dealing with wealthier
countries. This is particularly true for nations that rely heavily on foreign capital. These
countries may be more willing to give up taxing rights to attract investment and support their
economic development, viewing it as a necessary trade-off to support their economic growth
and development efforts.  Consequently, as developing countries continue to align with the
OECD’s framework their interests remain underrepresented in tax treaties, highlighting the
power asymmetry embedded in the global tax system.®

4.3  The BEPS Project

The OECD's influence however extends well beyond the OECD Model Tax Convention. In
2015, the organization launched the international BEPS project which aims to tackle tax
avoidance strategies that exploit gaps and mismatches in international tax rules. These strat-
egies are frequently used by multinational corporations to significantly reduce their tax bur-
dens, contributing to estimated global tax revenue losses of around USD 200 billion annu-
ally. The BEPS project is the most extensive effort to reform outdated international tax rules,
which are still largely based on principles established by the League of Nations in the 1920s.
The OECD seeks to create a more uniform and coordinated international tax standards, to

address these modern challenges of global taxation.®

The BEPS project includes 15 action points that address various aspects of tax avoidance,
such as transfer pricing, hybrid mismatches, and treaty abuse. The framework encourages
participating countries to adopt minimum standards to ensure a more equitable distribution
of taxing rights. All minimum standards are subject to a peer review process that evaluates
the implementation by each member and provides clear recommendations for improvement.
For developing countries, the BEPS framework generally offers several potential benefits.
Most importantly, the measures can help protect their tax bases from erosion, which is cru-

cial as many of these nations rely heavily on corporate taxes as a revenue source.® The BEPS

8 Hearson, 2021

8 Upadhyay, 2021

8 Laudage Teles, 2023; OECD homepage, [s.d.]
8 OECD homepage, [s.d.]
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framework also grants access to technical assistance, guidance, and capacity-building sup-
port from the OECD and other international organizations, which can be vital for countries
with limited resources to combat tax evasion effectively.®

However, the governance process that shaped BEPS raises questions about whether it truly
addresses the power imbalance between developed and developing nations. Significant flaws
suggest that the unique interests and challenges of developing countries may not be fully
represented in the framework. The BEPS project, commissioned by the Group of 20 (G20)¥
and implemented by the OECD, initially involved only OECD member states. To address
concerns about the legitimacy of this limited participation, the "Inclusive Framework on
BEPS" was introduced in 2016. This platform supposedly allows non-OECD and non-G20
countries to engage on an equal footing with member states in implementing BEPS initia-
tives. As a condition for participation, new members were required to adopt the BEPS min-
imum standards, which cover four of the 15 action points. Essentially, the framework was
created to continue standard-setting efforts while expanding its membership base and over-

seeing the implementation of the BEPS action plan.®

The Inclusive Framework operates through a three-tier decision-making structure consisting
of the plenary, Steering Group, and working parties. Plenaries, made up of senior tax offi-
cials from member countries of the Inclusive Framework, are responsible for making final
consensus-based decisions on proposals prepared by subordinate bodies.®® For around half
ofthe Inclusive Framework’s members, this twice-yearly meeting is the only one they attend.
Yet, whereas the plenary is formally the highest decision-making body, its practical role is
limited due to its highly orchestrated character.® Politically sensitive decisions are usually
taken in the steering group, which meets several times a year. It consists of 24 individuals,
split equally between OECD and non-OECD members, nominated by their states but serving

in a personal capacity. The OECD Secretariat significantly influences their selection, by

% OECD, 2021

8 The Group of Twenty (G20) is an international forum comprising 19 countries and the European Union,
representing the world's major economies. Established in 1999, the G20 addresses global economic issues,
including financial stability, climate change, and sustainable development. (Siripurapu, Berman and
McBride, 2024)

8 Lgvholm, 2022; Laudage Teles and Von Haldenwang, 2023 (Translation by the author.)

8 Christensen, Hearson und Randriamanalina, 2020
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identifying capable and influential individuals while ensuring geographically balanced rep-
resentation. Lastly, the working parties are technical expert groups that meet two to four
times annually to focus on key areas like tax treaties and transfer pricing, playing a vital role
in standard-setting. However, these groups are predominantly influenced by OECD and G20
countries. Despite representing nearly 75% of the membership, other nations account for less

than 25% of the attendees at these meetings.®*

As of today, the Inclusive Framework has expanded to include over 145 countries and juris-
dictions, with the OECD Secretariat placing significant emphasis on the platform's inclusiv-
ity.% This marks a major shift in international tax policymaking, as decisions are no longer
made solely by OECD members.* While the 38 OECD member countries automatically
joined in 2016, other countries joined in the following years. The membership of the Inclu-

sive Framework is illustrated with the following figure.
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Figure 3: Inclusive Framework on BEPS membership®

Notes: OECD member countries (in orange) joined the Inclusive Framework in 2016. Non-OECD countries
joined from 2016 onwards, different shades of red indicate their year of entry.

One could argue that by enabling broader participation in the decision-making process, the

OECD has made strides in addressing the institutional legitimacy deficit through the creation

® Christensen, Hearson und Randriamanalina, 2020
%2 OECD homepage, [s.d.]
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of the Inclusive Framework. This platform now engages a far wider range of countries be-
yond the OECD's core membership that is shown in Figure 2. But are developing countries
truly participating on an equal footing in the framework? In fact, addressing the institutional
legitimacy issue alone is insufficient to fully tackle the primary concerns and interests of less
powerful jurisdictions, as a deeper structural legitimacy deficit remains unresolved.® While
developing countries were given the opportunity to participate in the discussions, their role
has often been more comparable to that of observers rather than active decision-makers.%
This is due to several challenges they face in tax negotiations at the OECD.

First, the negotiations are typically grounded in pre-existing norms, predominantly shaped
without the input of developing countries, limiting their ability to shape the discussions. In
the case of the BEPS initiative, developing nations were required to accept a pre-negotiated
set of actions as a condition for joining the framework.%” The main agenda had already been
established before the Inclusive Framework was extended to non-OECD members, leaving
developing countries without little formal opportunity to influence the negotiations.* These
countries were expected to commit to the full BEPS Package, implement its measures con-
sistently, and contribute financially through an annual membership fee. In return, they gained
the opportunity to collaborate with OECD and G20 members on remaining BEPS issues, as
well as to monitor and enforce the minimum standards.* However, it is questionable whether
such a framework can truly offer participation on an “equal footing” when it was not de-

signed to incorporate equal input from the start.

Second, OECD/G20 states continue to dominate the agenda-setting process, creating an en-
vironment that many developing countries experience as intimidating. The high technical
complexity and established social dynamics in negotiations add to the pressure, making it
difficult for some delegates to fully engage.’® A key concern is the pace of policymaking,
which is unlikely to be appropriate to the capacity of most lower-income countries.'® The

speed of discussions leaves some countries struggling to keep up, and if they fail to voice
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objections in time, they are considered to have agreed by default. This has led to situations
where countries have unintentionally supported positions simply because they couldn't keep
pace with the negotiations.® And although the Inclusive Framework promotes participation
on an equal footing, the OECD appears to differentiate between OECD/G20 countries and
other member countries in the decision-making process. This is evident in an October 2021
statement announcing that "the Inclusive Framework has agreed to a two-pillar solution to
address the tax challenges arising from the digitalization of the economy"!%, even though
four countries - Nigeria, Kenya, Sri Lanka, and Pakistan - did not sign the statement. The
OECD made significant efforts to consult with reluctant OECD/G20 nations to secure their
participation but seemed less concerned about ensuring the agreement of other countries.
This indicates that consensus among OECD and G20 countries is critical for advancing ne-
gotiations within the Inclusive Framework, while the agreement of other countries carries
less weight in the decision-making process. The result is a mismatch in bargaining power in
the negotiations. I1f non-OECD/G20 members require changes to be made to agree to a state-
ment, the Inclusive Framework appears able to proceed without them. If there is no willing-
ness within the framework to accommodate these preferences, non-OECD/G20 members are
often left with the choice to either sign the agreement or opt-out while negotiations continue.
On the other hand, when OECD/G20 countries present a similar ultimatum, the framework
is more likely to adjust to secure their participation, as the process is more dependent on
gaining their approval. This suggests that OECD/G20 countries hold greater bargaining

power, as their refusal to support an agreement could prevent it from moving forward. %

Third, limited financial and human resources constrain developing countries, making it dif-
ficult for them to fully engage in international tax discussions. Many lack the capacity to
participate effectively in multiple technical workstreams or to assess the economic and fiscal
impact of various proposals on their economies. Often, they also face challenges in retaining
long-term institutional knowledge and developing the negotiation skills necessary for com-
plex multilateral discussions. ™ On BEPS issues, such as information systems and transfer
pricing, they tend to have only general knowledge or limited experience. Additionally, lo-

gistical barriers, such as the costs and effort required to attend meetings typically held in
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Paris, further stretch their already scarce resources.’®® Even when funding is secured, many
developing nations can only send a small number of representatives, who are often tasked
with covering several committees alongside their domestic duties. This leaves them over-
whelmed and unable to fully participate in these resource-intensive discussions.”” Language
barriers add to these challenges, as not all meetings, especially Steering Group discussions,
are translated. Documents circulated on tight deadlines are often initially in English, putting
non-native speakers at a disadvantage when discussing positions within their governments

or intervening in the negotiations.*®®

These points highlight that even within the OECD’s most inclusive project, which extends
well beyond its member states, developed countries continue to hold disproportionate influ-
ence in the decision-making process, overshadowing the power of developing nations. Like
any other OECD-led tax reform, the BEPS Project reflects international politics where pow-
erful states largely dictate the global course of actions and the voice of weaker states is often
marginalized. Despite concerns about its legitimacy, many countries have accepted the re-
sults of the BEPS project, thereby unintentionally strengthening the OECD's authority in
global tax matters.’® In other words, the OECD monopolistic position was reinforced be-

cause the international community, by its participation, allowed it to persist.*

The implementation of the BEPS Action Plan is nearing completion, with 14 out of the 15
actions largely realized. However, eight years into the process, the impact on reducing tax
avoidance remains modest. Recent estimates indicate that global tax revenue losses due to
profit shifting have actually increased slightly, from 9% to 10%, even during the initial years
when anti-BEPS measures were being enforced. While it is difficult to assess the plan’s
effectiveness without a counterfactual scenario where the project was never implemented,
some experts argue that tax avoidance could have escalated further in the absence of BEPS.
Critics attribute the limited success of BEPS to several factors. One key issue is the lack of
truly inclusive decision-making and the need for greater cooperation between OECD and

non-OECD countries. Additionally, the voluntary nature of many BEPS standards, com-
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bined with the complexity of implementing them consistently across jurisdictions, has lim-
ited their full effectiveness. These challenges suggest that while the BEPS project has made
some progress, achieving meaningful reductions in tax avoidance may require further re-

forms and broader global participation.**

5 The UN as an Alternative to the OECD

51 Introduction of the UN

Many developing countries support the UN as a more inclusive and effective platform than
the OECD. The UN resolution discussed in Section 2 has turned these discussions into con-
crete action, marking an important step toward rebalancing power dynamics in international
taxation. However, some remain skeptical, questioning whether a simple shift of platforms
will truly address the inclusiveness issues that troubled the OECD.**2 The following section
will therefore examine the UN’s capacity to lead global tax initiatives, exploring both its

potential strengths and the challenges it may encounter.

The UN is a global organization of 193 member states, dedicated to a wide-ranging mission
that includes peace and security, social progress, economic development, and human rights.
It serves as a platform for member states to engage in dialogue and collaborate on urgent
international issues. The General Assembly, the UN’s primary consultative, policymaking,
and representative body, meets annually in New York, where the full membership gathers
for its session and general debate, attended by numerous heads of state. Decisions on major
issues, such as peace and security, new member admissions, and budgetary matters, require

a two-thirds majority vote, while other matters are decided by a simple majority.*®

The UN Committee of Experts on International Cooperation in Tax Matters is the primary
body at the UN responsible for addressing tax issues, meeting twice a year. However, this
committee operates in a technical capacity, not a political one, as it is composed of experts
rather than representatives from member states, and therefore lacks the authority to make
binding political decisions.'** The Committee is notable for having a majority representation
from developing countries, which allows it to focus on their specific tax needs and chal-

lenges. In addition to the Committee’s structure, the UN General Assembly’s one-country,
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one-vote system gives developing nations voting majority, allowing them to influence deci-
sion-making processes significantly. As a result, developing nations are well represented in
this decision-making body.**

Alongside the OECD, the UN plays a significant role in shaping international tax policy.
However, until today, its influence has largely been limited to the development of an alter-
native Model Double Taxation Convention, positioning it as secondary to the OECD’s dom-
inant role in global tax policy.*® This trend has already begun to shift, with more new treaties
now being based on the UN Model rather than the OECD Model. As a result, the average
treaty is increasingly aligning with the principles of the UN Model. This indicates a gradual

move toward source-based taxation, even among developed countries.*’

5.2  The UN Tax Convention

The UN and OECD Models share a common history and significant overlap, with both in-
stitutions frequently referencing each other’s work. The UN Model incorporates many pro-
visions that are nearly identical to those in the OECD Model but introduces important,
though limited, modifications.™® The primary difference lies in its consideration of the spe-
cific needs of developing countries.™® Unlike the OECD Model, the UN Model Tax Con-
vention is specifically designed with the aim of being applicable to treaties between devel-
oped and developing countries. As a result, it prioritizes granting greater taxing rights to the
source country rather than to the residence country under a tax treaty — an issue of great

importance for developing countries.®

Returning to our earlier example, let’s revisit how taxation rights are allocated for passive
income streams. While the provisions for taxing dividends, interest, and royalties are largely
similar between the OECD and the UN Model, the UN Model includes subtle differences
that leave a more obvious opening for source states to impose taxes.'?* Unlike Articles 10
and 11 of the OECD Model, the UN Model does not set specific thresholds for the taxes
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imposed by source countries on dividends and interest payments. Instead, it allows individ-
ual state parties to negotiate maximum tax rates, accommodating the individual interests and
economic contexts of the countries involved.** Additionally, while Article 12 of the OECD
Model grants exclusive taxing rights over royalties to the residence country, Article 12 of
the UN Model permits source countries to impose taxes on royalties paid by their residents
to residents of the other treaty country.?® By not specifying a fixed ratio for allocating taxing
rights on passive income between source and residence countries, the UN Model leaves these
decisions to the contracting states. This open-ended approach, however, presents risks, as
economic and political disparities between developed and developing countries can signifi-

cantly influence negotiation outcomes.**

The UN Model and its Commentaries are updated and managed by the UN Committee of
Experts on International Cooperation in Tax Matters, which includes a slight majority of
members from developing and emerging economies. Unlike the OECD’s corresponding sub-
committee, which represents OECD member countries, the UN Committee’s composition
offers developing countries a stronger presence and greater influence over revisions to the
UN Model. This broad representation presents a unique opportunity to understand how var-
ious countries perceive key issues and allows developing nations to shape updates in ways

that more accurately reflect their interests.'®

Overall, the UN Model is considered to offer a more favorable balance of costs and benefits
for developing countries compared to the OECD Model. However, in tax treaties between
developed and developing countries, the resulting clauses tend to align more closely with
the OECD Model. Notably, where the UN Model includes significantly different clauses,
such as in defining a permanent establishment, these provisions appear less frequently in
treaties signed by lower-income countries. UN Model provisions are more common in trea-
ties between non-OECD countries than in those involving an OECD and a non-OECD coun-
try, indicating that while lower-income countries aim for more expansive taxing rights, they

often cannot secure them in negotiations with OECD countries.**
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5.3  Can the UN do it better?

The potential shift of power from the OECD to the UN would give future discussion on
international tax policy a different setting. This shift presents several potential advantages,
such as increased inclusivity and greater representation of developing countries, but also
introduces challenges related to governance, consensus-building, and operational capacity.
The following section will provide a performance measurement analysis of the UN's capacity
to lead global tax initiatives, using KPIs and setting them in comparison to the OECD. This
analysis focuses on Effectiveness, Efficiency, Competition, and Inclusivity to assess whether
the UN can effectively assume a greater role in shaping international tax policy. The sum-
mary of the analysis is provided in Appendix, Table 1.

(1) Effectiveness: Effectiveness will assess how well the UN achieves its stated objectives
and goals in the context of global tax reform compared to the OECD.

The OECD places a strong emphasis on effective and timely decision-making, a priority that
has defined its approach to international tax cooperation since its predecessor, the OEEC,
began its work in the 1950s. At that time, it was noted that progress would be more easily
achieved within a group of like-minded nations, as opposed to the more diverse memberships
of organizations like the League of Nations or the UN.'® This has proven true over the dec-
ades, with the OECD successfully implementing a wide range of international tax standards.
One prominent example is the OECD Model Tax Convention, which has become the foun-
dation for most bilateral tax treaties globally, demonstrating the organization’s ability to set
influential norms.*?® The consensus-based approach used by the OECD is central to its suc-
cess in ensuring that agreements are widely accepted by all member countries.*” While con-
sensus-building can foster broad support, it is often easier to achieve among developed na-
tions with similar economic interests. This has made the OECD particularly effective in
driving timely decisions within its core group of members, ensuring high-quality and con-

sistent outputs.

However, the OECD’s focus on effectiveness and the need for rapid decision-making can

sometimes come at a cost. The consensus model becomes more complicated when non-

127 Christensen, Hearson und Randriamanalina, 2020
128 Bundesministerium der Finanzen, [s.d.] (Translation by the author.)
129 Christensen, Hearson und Randriamanalina, 2020
27



member states, especially developing countries, are involved. Rather than slowing the pro-
cess to accommodate diverse perspectives, the OECD has tended to prioritize swift progress,
as seen in initiatives like the Inclusive Framework. Here, the fast pace of negotiations and
the pressure to reach solutions have limited the meaningful participation of developing coun-
tries that lack the resources to keep up with the discussions.™ Despite these challenges, the
OECD remains highly effective at mobilizing resources, technical expertise, and political
will to address complex global tax issues. Its ability to produce globally recognized tax
standards, such as the OECD Model Tax Convention, highlights its role as a leader in shap-

ing international tax policies.

The UN, on the other hand, has long demonstrated success in reaching multilateral agree-
ments that address the needs of all parties, even on politically sensitive and technically com-
plex issues.” One prime example is the Paris Climate Agreement, which highlights the or-
ganization’s ability to facilitate consensus across a wide range of countries, despite varying
economic and political interests. Adopted by 195 Parties, this historic agreement marks a
breakthrough in international climate diplomacy. For the first time, it brought together de-
veloped and developing nations in a legally binding agreement to tackle climate change. A
key feature of the Paris Agreement is its focus on capacity-building for developing nations,
ensuring they receive the necessary support from developed countries to implement climate-
related actions. The success of this initiative illustrates the UN’s ability to create inclusive
frameworks that account for the interests of both wealthy and less-resourced countries.®
This accomplishment sets a hopeful precedent for the UN’s potential to play a similar role
in international tax reform. Given its experience in balancing global interests, the UN could
be well-positioned to mediate between the divergent views of developed and developing
nations in tax matters, offering a platform for a balanced and equitable agreement. The fact
that the UN Tax Committee can work from majority decision voting, while the Steering
Group of the Inclusive Framework works formally on a consensus basis, could facilitate

effectiveness of negotiations.™
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However, challenges remain. The UN, being an intergovernmental body, is heavily influ-
enced by its member states, whose diverse interests can both empower and restrict its effec-
tiveness. With such a broad membership, each state bringing its own priorities, reaching
consensus on global issues like international tax policy is complex.*** This challenge is evi-
dent in current UN discussions on international taxation. Developed countries typically seek
to limit the scope of discussions to procedural matters, while developing nations push for
more substantial reforms addressing tax fairness and the allocation of taxing rights. This
divergence has led to criticism of the UN’s process for lacking political effectiveness, which
could ultimately undermine its ability to bring meaningful change in international tax mat-
ters. The success of any reform depends on the support of global powers such as the United
States, the United Kingdom, and key EU members. Without their support, the UN may face
considerable difficulty in implementing global tax reforms.** Although the OECD has faced
similar criticism for not achieving full consensus, it remains unclear whether the UN would
succeed in bridging the gap between the conflicting interests of developed and developing

countries any more effectively.™*

(2) Efficiency: Efficiency evaluates the UN’s use of resources in comparison to the OECD’s

capacity.

The OECD’s advantage in international tax matters is primarily founded on its significantly
greater financial resources , which enable it to produce high-quality technical guidance and
regularly update important frameworks such as the OECD Model Tax Convention.**’ Its
Committee on Fiscal Affairs is well-funded through a combination of output-based contri-
butions, which are proportional to the size of member countries' economies, and additional
voluntary donations.’®® This financial advantage supports the OECD’s ability to integrate
developments like the BEPS project swiftly into its work'®, ensuring that its guidance stays

relevant and timely.

In contrast, the UN faces considerable challenges due to its limited budget and technical

capacity in the area of taxation. The UN Tax Committee operates with fewer resources,
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which hinders its ability to update the UN Model Double Taxation Convention as frequently
as the OECD." This lack of financial and human resources also means that the UN struggles
to match the OECD’s expertise, with the OECD Secretariat employing over 100 specialists,
while the UN Tax Committee has far fewer experts.*** The UN’s inability to update its work
as quickly or comprehensively can result in reduced efficiency. Without increased financial
backing or strategic partnerships, the UN may struggle to meet the demands of global tax

governance.
(3) Competition: This KPI assesses how effectively the UN, and the OECD can compete

As the UN seeks to take on a more active role in global tax matters, it naturally positions
itself as a competitor to the OECD, which has dominated this domain for decades. Both
organizations could compete to take the lead in setting international tax standards, especially
if their respective frameworks begin to overlap. Some OECD member states have already
expressed concerns about duplication of efforts.**? This concern is not unfounded, as there
is already observable thematic overlap between the UN’s draft ToR and the OECD’s BEPS
project. For example, the UN’s draft includes the taxation of the digitalized and globalized
economy as a priority issue—an area where the OECD's Inclusive Framework is nearing
completion of negotiations.** Such overlaps could lead to inconsistencies in global tax pol-
icy and create uncertainty for governments and multinational corporations trying to comply

with different standards from the two institutions.

However, the OECD is unlikely to give up its long-standing leadership in global tax govern-
ance easily. It has reaffirmed its commitment to the two-pillar solution aimed at addressing
the tax challenges of digitalization and profit shifting. Even if certain members push back
against more ambitious outcomes, the OECD will likely intensify its efforts to ensure that
its framework remains the primary reference for international tax standards. The OECD’s
influence remains strong, particularly within their member states that have historically sup-

ported its initiatives.**
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The UN, on the other hand, argues that an intergovernmental tax process under its leadership
would aim to replace existing frameworks but rather to complement them. The UN’s position
is that it could fill critical gaps that existing processes, particularly those led by the OECD,
have failed to address. Rather than duplicating the OECD’s work, the UN envisions an ex-
pansion of its collaborative efforts with the OECD, as it does in other policy areas.** How-
ever, the idea of cooperation between the UN and the OECD is controversial. There is a
general consensus that having two entirely separate global tax governance systems is im-
practical.'*® Some scholars argue that an integration of OECD expertise into a future UN-
led process could be a more feasible solution. However, such integration would need to avoid
importing the OECD’s major disadvantages, such as the influence of powerful member

countries and the opacity of its decision-making processes.

A potential way forward could involve the OECD providing technical expertise to countries
that wish to receive support in intergovernmental discussions at the UN. This would allow
the OECD to remain a valuable technical resource without having disproportionate influence
over UN-led negotiations, which has been a point of dispute in the past. By limiting the
OECD’s role to technical assistance rather than formal participation, the UN could mitigate

some countries’ frustration with the OECD’s dominance in global tax matters.'’

(4) Inclusivity: Inclusivity measures how well the UN represents the interests of its diverse

membership, particularly developing countries compared to the OECD.

The main criticism of the OECD relates to its lack of inclusivity, as detailed in Section 4.
The organization faces challenges both in terms of input—how developing countries are
involved in the standard-setting process—and output, with respect to how relevant those

standards are to these countries' needs.*

On the input side, the OECD’s limited membership raises concerns about the participation
of non-member states, particularly developing countries. Their involvement is restricted for
several reasons: (1) agenda-setting is largely controlled by OECD and G20 countries before
other countries can even participate; (2) these same powerful countries continue to dominate

discussions throughout negotiations; and (3) developing nations often lack the financial and
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technical resources to keep pace with complex and fast-moving discussions. As for the out-
put, OECD standards, such as those found in the OECD Model Tax Convention, are seen as
favoring developed economies. The focus on residence-based taxation aligns with the inter-
ests of wealthier countries, while failing to address the concerns of developing nations, par-
ticularly regarding source-based taxation. As a result, OECD tax standards often do not ef-

fectively serve the needs of developing countries.

Shifting global tax governance to the UN offers a more inclusive approach. As this section
shows, the UN enables broader participation by providing a platform where developing
countries have greater influence. This leads to more inclusive outputs, such as the UN Model
Tax Convention, which allocates more taxing rights to source countries, fostering more eg-
uitable international tax frameworks. However, despite the UN’s inclusivity, challenges for
developing countries in global tax negotiations persist. Many issues, such as limited financial
resources and technical expertise, are not unique to the OECD and would likely persist in
any forum, including the UN. The disparity in negotiating capacities remains a significant
barrier to achieving true equity in international tax discussions.**® Nevertheless, some schol-
ars argue that the UN may better address these disparities. They highlight the UN's existing
institutional frameworks, which have been built over decades of cooperation, offering de-
veloping nations a more supportive environment for global tax reform. Through established
negotiation groupings, the UN might be better positioned to bridge the gap between devel-

oped and developing countries in international tax policy.*

6 Case Study: Germany’s perspective on the ongoing discussions

6.1 Germany

6.1.1 An Export-Driven Economy
Many recent studies focus on the perspective of developing countries and their calls for re-

forming the global tax forum to ensure a fairer distribution of tax revenues. This thesis, how-
ever, takes a less common approach by examining the issue from the perspective of a devel-
oped country, offering insights into the motives and reasons behind their resistance or hesi-
tation towards a transition of the global tax forum. In the following section, Germany - as a

powerful developed country actively involved in the ongoing discussions - will be analyzed
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to assess the potential impact a shift from the OECD to the UN in international tax cooper-

ation could have on its economy and tax system.

Germany is Europe's largest economy and the fourth largest in the world, known for its
highly developed industrial sector, strong export market, and advanced technological ser-
vices. Key sectors include automotive, machinery, chemicals, pharmaceuticals, and financial
services. Being the third-largest exporter worldwide and the top exporter in the EU, Germany
is highly integrated into global trade networks. Its main trading partners - the United States,
France, China, the Netherlands, and the United Kingdom - highlight its global reach, with
exports consistently outpacing imports and reinforcing its status as a “growth engine”. ™

Germany's high export ratio and current account surpluses are often regarded as strengths in
domestic discourse, but they also reveal significant weaknesses. The country's heavy reli-
ance on exports makes it particularly vulnerable to crises, global disruptions, and policy
changes from major trading partners. This dependency became evident during the COVID-
19 pandemic in 2020, when Germany's exports and Gross domestic product (GDP) saw
strong declines. During the pandemic, nearly all economic sectors were severely affected,
largely due to disruptions in global supply chains. Production was cut back considerably in
both the service and industrial sectors. These disruptions significantly impacted Germany's
trade-dependent economy, leading to the first decline in exports and imports of goods and
services since 2009, with exports falling by a price-adjusted 9.9% and imports by 8.6% in
2020. This underlines the extent to which the German economy relies on stable international

relations to maintain the external demand necessary to export its surpluses.**

6.1.2 The German Tax System
The German Tax System is based on the German Constitution that serves as its legal foun-

dation, establishing key principles such as the ability-to-pay principle, equality in taxation,
lawfulness of taxation, and the welfare state principle. Below the Constitution, various stat-
utes - referred to as tax codes or tax laws - govern specific aspects of taxation, forming a
complex framework that includes multiple tax Acts.* The German tax system is a complex
structure, with taxes levied at both federal and state levels. The system includes progressive

income taxes for individuals and businesses, with rates ranging from 0% to 45%. Value-
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added tax is another key source of revenue, set at 19%, with a reduced rate of 7% for certain

goods and services.™

The nominal tax burden on German corporations is high by international standards. While
many EU and G20 countries have reduced corporate tax rates in recent years, Germany’s
rate of around 30% has remained nearly unchanged since the 2008 corporate tax reform.
Although the German tax system is structured to ensure that multinational corporations con-
tribute significantly to state revenue, the high tax level affects the competitiveness of Ger-
man companies. Moreover, they make Germany particularly vulnerable to profit-shifting
practices, as many corporations seek to minimize their tax obligations by exploiting low-tax

jurisdictions.*®

Studies indicate that 82% of German multinational corporations have subsidiaries in tax ha-
vens, and these subsidiaries report significantly higher profits than those located in non-
haven countries. The disproportionately low share of tangible assets (4%) and employees
(3%) in these tax havens, indicate that the profits are often shifted there without substantive
economic activities taking place. This practice artificially inflates the profits reported in
these jurisdictions. Overall, Germany loses approximately EUR 5.7 billion in tax revenue
each year due to corporate profit shifting.’*® This substantial loss highlights the economic
impact such practices have on Germany's fiscal position and explains the country's strong

support for international tax reform initiatives like the OECD’s BEPS Project.

6.1.3 Provision of public goods
Taxes are the cornerstone of government revenue and play an important role in funding pub-

lic goods and services. They enable the financing of critical sectors such as education,
healthcare, infrastructure, and public administration. This is particularly true in Europe,
where taxes are also the foundation of the modern welfare state, enabling the development
of social safety nets.” The underlying philosophy of the welfare model aligns with the social
contract theory, which is rooted in the idea that citizens entrust the state with the exclusive

authority to levy taxes. In return, the state is responsible to make collective decisions on
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which goods and services will be publicly provided and to determine the level of taxation

necessary to finance them.**®

Social protection systems rely on a combination of funding sources, with tax revenues and
social contributions serving as the primary pillars. The financing mechanism often depends
on the nature of the benefits provided. Universal benefits, such as social assistance programs,
are mostly funded through taxes. In contrast, insurance-based programs, including unem-
ployment benefits and accident insurance, are typically financed through social contribu-
tions. However, even in social insurance systems, tax revenues play a critical supplementary
role. For instance, tax funds are frequently used to co-finance expansive welfare programs
such as pensions and healthcare, especially when social contributions fall short of covering
deficits.™®

Germany is an example for a comprehensive and redistributive welfare state that actively
promotes social equality. Its welfare system includes various insurance schemes, covering
pensions, healthcare, work accident insurance, unemployment benefits, and long-term care.
While Germany’s welfare model does not always top international rankings, especially com-
pared to the Nordic countries, it consistently delivers strong social outcomes.'® In 2022,
Germany allocated approximately 27% of its GDP to social benefits, placing it well above
the OECD average.’ The country’s public health system, in particular, stands out as one of
the most well-funded relative to its economy, reflecting Germany’s commitment to main-

taining high-quality care and support for its citizens.®?

Despite its strong foundations, Germany’s welfare state faces several pressing challenges
that threaten its financial sustainability. Demographic aging is one of the most significant
issues, with Germany having one of Europe’s oldest populations. As the proportion of el-
derly citizens rises, the financial burden on working-age taxpayers grows, raising concerns
about the long-term viability of pension schemes. Reforms, such as increasing the statutory

retirement age and limiting early retirement, have been implemented to mitigate these pres-
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sures. However, worrying trends persist. While poverty rates among the elderly remain be-
low the European average, the number of elderly welfare recipients is rising, and future pro-

jections indicate significant risks for lower-income groups.*®®

These demographic challenges are combined with fiscal constraints. While International tax
competition continues to limit the ability of governments to raise corporate tax rates, the
COVID-19 pandemic has led to a sharp increase in public debt, further straining fiscal re-
sources.™ These factors highlight concerns about how public goods and welfare benefits
will be sustainably financed in the coming decades. They also explain the persistence, with
which Germany tries to protect its tax revenues. A stable tax base is essential to address

emerging challenges and maintain high standards of social protection and economic stability.

6.1.4 Position in International Taxation
International tax cooperation has always been of significant interest to Germany. The coun-

try has acted proactively in the field and often took the role of a front-runner. Well before
international tax avoidance gained attention at the OECD level, Germany was notable for
implementing both general and specific anti-abuse measures that targeted schemes with in-
ternational implications. The general anti-avoidance rule, outlined in Section 42 of the Gen-
eral Tax Code, limits the principle that taxpayers can arrange their affairs to minimize tax
liabilities. It prevents the tax advantages of legal arrangements that are considered abusive
by ensuring that taxation reflects the actual economic substance of a transaction and not its
artificial structure. Specific anti-avoidance measures are more precise in defining the condi-
tions for their application and the corresponding legal consequences. These include regula-
tions addressing Controlled Foreign Corporations (CFCs), transfer pricing, exit taxation,

treaty shopping, thin capitalization, and other targeted areas of tax avoidance.'®

According to its own statement, Germany is actively involved in international efforts to en-
hance cooperation in tax matters and plays a significant role in global tax forums. It states
that it is committed to a broader participation of developing countries in existing frameworks

and supports increased cooperation between all key stakeholders. %
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The EU serves as Germany’s primary anchor in external policymaking, reinforcing its posi-
tion within a structured and influential institutional framework. Through its proactive role in
navigating the EU through various crises, Germany has established itself as a player with
substantial influence, including what often amounts to effective veto power over key EU
policies. The German government therefore enjoys a high degree of negotiating power in the
EU, which it can use to shape its policies.'®” Despite its far-reaching tax autonomy as an EU
member state, German tax law has to conform to European law both in the relation to the
founding Treaties and the EU directives. Germany is considered — with some recent excep-
tions — a reliable proponent for the timely implementation of EU tax directives.'®

Germany currently has close to 100 double taxation treaties, most of which provide for the
exemption of profits earned by subsidiaries abroad.'® Its treaties with developing countries
have raised concerns, as these treaties often impose relative restrictive terms on the taxing
rights of these nations.* In its negotiations, Germany typically uses its own model tax agree-
ment*™ as a starting point, which largely follows the OECD Model, to establish taxing rights.
For instance, in Article 10, which deals with dividends, Germany, like the OECD-Model,
employs a residence-based approach that allows for only limited source-based taxation. Sim-
ilarly, in Article 12, both the OECD and German models grant exclusive taxing rights to the
country of residence for royalties.'” In some cases, the German model even goes beyond the
OECD’s residence-based preference. For example, in Article 11 regarding interest, the
OECD Model allows for limited source-based taxation, whereas Germany’s model agree-
ment excludes source-based taxation entirely, granting exclusive taxing rights to the country
of residence for interest income.*” However, this restrictive approach in negotiations is not
always reflected in the final agreements. In practice, Germany often negotiates withholding
tax rates on interest and royalties, with treaties typically establishing rates below 10% for
source countries.'’® The Scientific Services of the German Federal Parliament have noted

that Germany’s tax treaty negotiation practices are largely driven by a desire to secure as
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much tax revenue as possible for Germany, with aspects such as development policy being
of secondary importance. The extent to which Germany’s restrictive approach prevails in
treaty negotiations often depends on the bargaining power of the other contracting country.
For example, large emerging economies like India have successfully negotiated more favor-
able source-based taxing rights in their treaties with Germany. In its tax treaty with Germany,
India successfully extended the permanent establishment concept to favor the source coun-
try, surpassing not only the provisions of the German Model but also those of the UN Model
Tax Convention. In contrast, smaller developing countries often lack the negotiating power
and technical expertise to achieve similar outcomes. Due to limited resources, these coun-
tries are often not able to push for more equitable terms, leaving them at a disadvantage in

negotiations with Germany.'”

Germany has played a central role in shaping global tax standards, particularly within the
OECD framework. As one of the largest economies globally, Germany is a significant fi-
nancial contributor to the OECD, covering 7.6% of its budget - a share surpassed only by
the United States and Japan.'”® This substantial funding gives Germany considerable influ-
ence within the OECD, as financial contributions often impact an organization’s internal
dynamics, allowing larger contributors a stronger voice in decision-making processes.'”’
Germany’s commitment to OECD initiatives is evident in its support for the BEPS project.
From the beginning, the German government has strongly supported the BEPS project, and
several BEPS recommendations have already been implemented in Germany through bind-

ing EU directives for the European member states.”

6.1.5 Stance in the current debate at the UN
6.1.5.1 Alignment with the EU’s Position

Germany’s approach to international tax cooperation is strongly influenced by its member-
ship in the EU. As a key economic player within the EU, Germany does not operate in iso-
lation when shaping global tax policies; instead, it aligns closely with the EU’s collective

stance. This alignment is particularly evident in the ongoing UN negotiations on global tax
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cooperation, where the EU has presented unified positions both in voting and official state-
ments.'”® Germany’s position in the debate over an UN-led tax framework reflects the
broader EU perspective. As detailed in Section 2, the EU has adopted a cautious stance to-
wards the UN’s increased involvement in international tax governance, consistently favoring
the OECD as the leading institution in this area. During the initial voting on the resolution
in 2023, all EU member states, including Germany, opposed the proposal.*® Similarly, in
the 2024 vote on the ToR for a potential UN framework convention, all EU countries, in-
cluding Germany, abstained.'®" Germany’s policy choices in international tax matters are
therefore not purely national decisions but are embedded within the EU’s broader strategic
direction. Its voting behavior and public statements reinforce the EU’s preference for OECD
leadership in global tax rulemaking while maintaining a unified front in multilateral negoti-

ations.

6.1.5.2 Germany’s Role as an Individual Stakeholder

Germany’s role as an individual stakeholder appears limited. While Germany’s position
largely aligns with the EU’s, subtle but important distinctions emerge in its individual state-
ments. Although Germany supports the EU’s overarching stance, it has also expressed its
views independently through national submissions and statements. In several instances, Ger-
many’s opposition to further UN involvement has been even stronger than that of the EU as
a whole. In its submission to the UN Secretary-General during the early stages of negotia-
tions, Germany stresses that the Inclusive Framework on BEPS already addresses global tax
challenges for countries at all stages of development. It warned against creating new, com-
peting forums that could undermine existing efforts and instead recommended the UN to
focus on improving coordination within current structures rather than establishing new

ones.'®

Comparing Germany’s position to that of the EU reveals key differences. While the EU has
shown some openness to the UN playing a complementary role in global tax cooperation -

as long as it collaborates with the OECD*® - Germany has taken a firmer stance against
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expanding the UN's role. Germany clearly stated that it "very much doubts" the need for a
new UN tax framework or the development of new instruments through a UN intergovern-
mental process, emphasizing the effectiveness of the OECD’s existing work, particularly the
Inclusive Framework on BEPS. The country has also made it clear that it does not support
any further involvement of the UN beyond the existing Committee of Experts on Interna-
tional Cooperation in Tax Matters.’® This highlights Germany’s strong backing for the
OECD as the primary forum for international tax governance.

As Germany’s vote against the resolution is outnumbered and the established Ad Hoc Com-
mittee proceeds to develop a Framework Convention, the country has shifted its focus to
advocating for consensus-building in the ongoing negotiations. Germany stresses the im-
portance of finding compromise on issues where countries have differing positions to ensure

that the process remains inclusive and unbiased.*®

During negotiations over the ToR, Germany emphasized that the framework convention
should prioritize domestic resource mobilization, focusing on capacity-building efforts in
lower-income countries rather than on the allocation of taxing rights.*®¢ Along with other
nations, Germany argued for looser commitments, proposing that the ToR be made "more
broad and open" to prevent exceeding the committee’s mandate and to increase the likeli-
hood of approval by a greater number of member states.'® However, this approach has drawn
criticism for potentially limiting the scope of the convention and undermining the Ad Hoc
Committee’s ability to address more ambitious goals. Critics argue that by broadening the
ToR, the convention risks losing its focus and failing to tackle the pressing issues of global

taxation, ultimately weakening its impact and effectiveness.®

The extent to which Germany's position has evolved during the negotiations surrounding the
Draft ToR remains unclear. To date, only a joint statement from the EU has been made
public, providing an explanation for why its member states chose to abstain from voting on

the Draft ToR during the second session of the Ad Hoc Committee.*®
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6.2  What’s in it for Germany?

As an economic powerhouse with significant international influence, Germany has much at
stake in the global tax governance debate. The following section will explore the potential
consequences for Germany if international tax cooperation were to shift from the OECD to
the UN. To assess the impact, a PESTLE analysis will be used. This analysis will focus on
the potential effects of the following factors: Political, Economic, Social, and Legal. The
factors of technological and environmental will not be considered in the analysis, as it has
not been prioritized in the context of this work. By evaluating these dimensions, we aim to
provide a comprehensive understanding of the implications for Germany within the evolving

landscape of international tax governance.
1. Political Impact:

Shifting international tax discussions to the UN could significantly impact Germany's polit-
ical influence and agenda-setting power, as more countries would play an active role in shap-
ing tax policies. As a prominent OECD member, Germany has historically exercised sub-
stantial influence within the organization. Currently, it holds one of 25 seats on the OECD
Steering Group, which is one of the organization’s most influential bodies.**® The Steering
Group operates on a consensus-based approach, effectively granting Germany veto power
to shape or block initiatives that do not align with its interests.’ Germany's influence is
further reinforced by its status as one of the OECD’s largest financial contributors and its

position as one of Europe’s leading economies.'*

In contrast, an UN-led framework would operate on a more equitable decision-making basis.
Its governance structure would incorporate a broader range of perspectives, including those
of developing nations with different tax priorities, making it difficult for Germany to exer-
cise the same level of control. Although Germany holds one of the 25 seats on the UN Tax
Committee®, its influence within this body is notably limited compared to its position in the
OECD Steering Group. The fact that the UN’s decision-making process relies primarily on

majority voting reduces the influence of individual countries, regardless of their economic

1% G677, 2019
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weight.** This is meant to prevent a minority of states from blocking progress* — the very
thing Germany can do within the OECD framework. Moreover, the UN Committee has a
majority of members from developing countries since their latest appointments, meaning
that OECD members, even as a bloc, cannot overrule the collective stance of developing
nations.*® This configuration presents a strong contrast to the OECD, where a few developed

nations can often steer discussions in a direction that aligns with their interests.

The process of the current UN discussions reflects Germany’s reduced influence in this pro-
cess. Germany has consistently positioned itself as an opponent of an UN-led intergovern-
mental tax body and, alongside other EU members, has voted against the creation of a UN
Framework Convention.”¥” In the OECD Steering Group, where consensus is required, this
degree of opposition would likely prevent such a resolution from advancing. However,
within the UN, Germany’s opposition has not been sufficient to stop the initiative, revealing
the limitations of its influence within the UN framework. Germany’s recent promotion of a
consensus-based approach in the UN tax discussions®, can be seen as an attempt to reclaim
the level of control it holds within the OECD, recognizing the loss of negotiating power it
faces in the more inclusive UN forum. Since the decision-making rules at the UN are un-
likely to change in the near future, a full transition from the OECD to the UN for interna-
tional tax cooperation would result in Germany losing its privileged position as a veto-wield-
ing power. Consequently, Germany would need to adapt to a more equal role within a glob-

ally representative group of states.
2. Economic Impact

A shift from the OECD to the UN in international tax cooperation would not only change
the political decision-making process but could also lead to a new balance in the distribution
of taxation rights, with significant implications for Germany’s economy. Historically, devel-
oped countries have set the ground rules of international taxation in the favor of residence-
based taxation to secure a high amount of tax revenues within their borders.**®* Germany, as

a high-income, capital-exporting country, has benefited from this system, as the OECD

194 Christensen, Hearson and Randriamanalina, 2020
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Model Tax Convention prioritizes taxing rights for the country of residence rather than the
source country. This model aligns closely with Germany’s economic interests, allowing it to
capture tax revenues from its multinational enterprises operating abroad, thereby stabilizing
its tax base.”®

The UN, however, takes a different approach to international tax policy. Regarding double
taxation, it has published its own Model Tax Convention, which grants greater taxing rights
to source countries. Should the UN become the primary authority in governing international
tax rules, it is likely that this source-based approach would gain prominence.”* Reflecting
this shift, some developing countries - particularly the African bloc, which has expressed
frustration with the current global tax agenda - are advocating for a reassessment and poten-
tial renegotiation of existing international tax agreements. These countries aim to correct
perceived imbalances that favor developed economies, ensuring tax policies that better ad-

dress their economic priorities.?*

The potential consequences are clear: if bilateral treaties were to follow the UN Model, cap-
ital-exporting countries such as Germany could lose a portion of their tax revenues as more
of this income would be taxed in source countries. Given Germany’s strong export-driven
economy and reliance on international business, the economic impact of such a transition
could be substantial. Quantifying the exact effects of shifting from the OECD Model Tax
Convention to the UN Model however is challenging, as tax treaties, while generally based

on one of the multilateral models, remain unique products of bilateral negotiations.?*

As mentioned, Germanys existing treaties reflect a restrictive approach that minimizes the
taxing rights of source countries, particularly in agreements with developing countries.?*
For developing countries, this often result in significant revenue losses. Recent studies esti-
mate that each additional treaty signed by an African country, results in an average loss of
approximately 5% of its corporate tax revenue.”® Take Nigeria, for example - the country
that has taken the lead in the UN process on global tax governance. Nigeria’s annual corpo-

rate tax revenues amount to approximately N4.89 trillion, which is around EUR 3.18 billion

20 peytscher Bundestag, 2017 (Translation by the author.)
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at the current exchange rate.?® The 5% it loses for each additional treaty, according to the
study, therefore amounts to 159 million Euros. This amount highlights the need for modifi-
cations in tax treaty allocation rules to create a fairer and more equitable distribution of tax-
ing rights.?®” Currently, most tax treaties shift the burden of relieving double taxation from
higher-income countries to lower-income countries.® Given this, it is likely that the UN will

push for a redistribution of taxing rights in favor of developing nations.

These redistributions will likely begin with the significant distinctions that already exist be-
tween the OECD and UN Model Tax Conventions. As mentioned in earlier sections, one
such difference lies to the taxation of passive income—such as dividends, interest, and roy-
alties—earned from foreign sources. The distribution of taxing rights over these types of
income is often viewed as depriving source countries of their fair share of tax revenue.?®
Consequently, if the UN takes over the role of international tax negotiation from the OECD,

these provisions are likely to change, disadvantaging Germany’s tax base.

This context highlights a major concern for Germany and other developed nations: a shift to
source-based taxation would likely reduce their control over tax bases and limit tax revenue
from their multinational enterprises operating globally. These economic concerns are at the
core of Germany’s cautious approach in supporting OECD-led initiatives over the UN’s in-

volvement in global tax matters.?

However, taking a broader perspective beyond double taxation, there is an alternative view-
point emerging in scholarly discussions. Increasingly, experts question whether bilateral
treaties are the appropriate instrument for addressing the challenges of modern international
taxation. The current emphasis on allocating tax revenues has not only proven ineffective
but has also worsened existing issues by creating loopholes and inconsistencies across dif-

ferent tax systems.?*

Profit-shifting practices cost countries an estimated 4-10% of global corporate income tax

revenue annually—one of the key reasons the OECD initiated BEPS project to harmonize
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international tax rules.?? However, despite these efforts, the OECD’s approach remains lim-
ited in the effectiveness and legitimacy of its results due to the lack of inclusiveness in its
forum. This is where the UN enters the discussion. Rather than allowing the OECD to car-
telize international tax with their harmonization initiatives, the global tax system needs a

multilateral regulation.?

As discussed in Section 5.3, the UN may hold a strategic advantage over the OECD in ad-
dressing these challenges. If an UN-led framework succeeds where the OECD has struggled
- by transitioning the global tax system from a bilateral to a multilateral structure - it could
potentially mobilize additional tax flows, even for developed countries. While developing
countries bear the main burden of profit shifting and tax avoidance, developed economies
also suffer significant revenue losses as a result of these practices.?* The implementation of
effective multilateral tax rules would not only benefit developing nations but could also en-
hance tax collection in Germany and other developed economies. By closing cross-border
tax loopholes and capturing previously unreported profits, these changes could generate ad-
ditional revenue, contributing to socio-economic development and other national develop-

ment goals.?*

This perspective presents a counterbalance to the anticipated disadvantages Germany might
face from bilateral agreements, during a shift from the OECD to the UN. While Germany
may experience a relative reduction in tax revenues from its multinational corporations due
to increased source-country taxation, these potential losses could be offset by the broader

fiscal benefits of a more comprehensive and globally coordinated tax framework.
3. Social impact

If we accept the hypothesis that an UN-led tax framework would result in reduced tax reve-
nues for Germany, the implications for the German welfare state could be severe. Germany's
social protection system relies on tax revenues to supplement contributions from employees
and employers. These revenues are critical for maintaining social programs, especially at a

time when Germany faces mounting challenges such as demographic shifts, rising public
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debt, and economic uncertainties. A decline in tax revenues would constrain the govern-
ment’s capacity to finance essential services, necessitating adjustments in areas such as so-

cial welfare and infrastructure, which currently depend on robust tax collections.?®

The Eurozone crisis of 2010 serves as a critical example of how fiscal constraints impact
public spending. As public debt and solvency became pressing concerns across Europe, Ger-
many emphasized austerity and fiscal discipline in its response. One of the key measures
introduced was the "debt brake" (Schuldenbremse), which became a constitutional require-
ment in 2009. This policy restricts Germany's structural deficit to 0.35% of GDP annually,
with exceptions only for extraordinary circumstances.?*” While the debt brake stabilized Ger-
many's financial position during the crisis, it also required significant reductions in public
spending. Investment in critical areas such as infrastructure, healthcare, and education were
cut, leaving the country underprepared to address long-term challenges like demographic
aging. Germany’s focus on debt reduction contributed to long-standing underinvestment,
which remains evident today.*® The debate over the debt brake continues, as its limitations
on public investment have become increasingly controversial. In 2021, the Federal Consti-
tutional Court ruled that the government’s second supplementary budget violated the debt
brake, forcing a rescheduling of EUR 60 billion.?® The budget cuts for 2024 and beyond risk
exacerbating underinvestment in infrastructure, climate policy, and defense. These fiscal

constraints delay necessary public projects and slow economic growth.?°

The Eurozone crisis demonstrated that during economic constraints, public investments of-
ten become a target for budget cuts, even in economically strong countries like Germany.
This serves as a precedent for understanding the potential impacts of reduced tax revenues
on the German welfare state under a new international tax framework led by the UN. If
Germany were to lose tax revenues due to changes in global taxation rules, similar fiscal
restraint might emerge, likely affecting social programs, public services, and infrastructure

investment.

4. Legal Impact
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Transitioning the framework for international tax discussions to the UN could offer Germany
legal certainty and stability by promoting a multilateral tax system. In recent years, interna-
tional tax policy has suffered from ineffectiveness and instability due to a fragmented system
of overlapping international standards, national regulations, and bilateral tax treaties. This
patchwork creates a complex and often inconsistent network of tax rules, leading to compli-
ance challenges for both governments and multinational corporations. Establishing a multi-
lateral tax system offers a unique opportunity to resolve the inconsistencies that have trou-
bled international tax policy for a long time.?* While the OECD has recognized the need for
standardization, its efforts to harmonize international tax standards, such as the BEPS pro-
ject, have had limited success. Despite its ambitious goals, the BEPS initiative has struggled
to curb tax avoidance comprehensively and has fallen short of achieving multilateralism.
The limited input of developing countries might be the critical insight that is missing to

address international tax issues effectively.??

With the UN’s broader participation, hopes are high that the dream of a multilateral tax sys-
tem will come true. The UN’s legitimacy positions it well to encourage broad compliance
with its rules. With universal membership and a principle of state equality, the UN fosters a
stronger commitment to implementing jointly agreed standards. Rather than requiring incen-
tives or even sanctions to encourage adoption among states that are excluded from discus-
sions, a UN framework that includes all stakeholders is more likely to foster voluntary com-

pliance.?

An expanding multilateral leadership in international tax policy would have notable impli-
cations for Germany’s domestic tax legislation. Multilateral agreements often require coun-
tries to adapt their national tax systems to align with international standards. The OECD’s
BEPS project serves as a key example, prompting significant reforms in Germany’s tax leg-
islation, such as the introduction of stricter rules on interest deductibility and transfer pricing.
Moreover, multilateral tax agreements aim to bridge the differences among different national
tax systems by establishing harmonized rules that promote better coordination and integra-

tion of these domestic regulations.??
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For Germany, an UN-led tax framework could simplify its domestic tax rules while fostering
a more globalized tax system. Effective and universally applied rules would reduce the need
for Germany’s unilateral measures currently used to combat tax base erosion. This would
benefit both German tax authorities and multinational corporations by minimizing the com-
plexity associated with navigating conflicting national regulations. As a result, Germany
could achieve greater legal certainty in international tax matters, supporting its economic
interests and creating a stable, predictable environment for businesses.?

A notable example of how multilateral measures can transform national tax laws is the in-
terplay between Germany's CFC rules and Pillar Two of the OECD's BEPS project. Accord-
ing to the German Foreign Tax Act, CFC rules apply if a low-taxed corporation domiciled
abroad generates passive income, such interest or licensing revenue, and is controlled by a
German shareholder. In such cases, the passive income is attributed to the German share-
holder and taxed in Germany as if it had been earned domestically. Previously, "low taxa-
tion" was defined as an effective tax rate of less than 25%. The primary objective of these

rules is to counteract profit-shifting to low-tax jurisdictions.?®

Pillar Two, by contrast, represents a coordinated international approach to the same prob-
lem.?" 1t introduces a global minimum tax rate of 15% for multinational enterprises with
global revenues exceeding EUR 750 million. This measure aims to prevent tax competition
among countries by ensuring a minimum level of taxation in each jurisdiction. Supplemented
by a "top-up tax,"” Pillar Two closes gaps in taxation by applying an additional tax on foreign
profits that fall below the 15% threshold.?®® The implementation of the global minimum tax
has directly influenced Germany’s domestic tax rules. The threshold for "low taxation™ un-
der Germany’s CFC rules has been reduced to 15%, aligning with Pillar Two’s minimum

rate.??

Scholars have increasingly called for further reform of the CFC rules to avoid duplication

and harmonize them with the global framework. Some even debate whether the CFC rules
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are still necessary, as Pillar Two effectively addresses many of the same concerns through a

more coordinated and comprehensive approach.?®

The interplay between domestic CFC rules and the global minimum tax highlights how co-
ordinated international approaches can render certain national anti-abuse measures less crit-
ical. Domestic rules often serve as templates for multilateral solutions but may eventually
be replaced or simplified as international standards evolve. For Germany, this shift repre-
sents an opportunity to reduce the complexity of its tax legislation while enhancing legal
certainty for businesses. A standardized global tax framework would allow multinational
enterprises to navigate tax obligations with greater clarity, reducing the risk of disputes and
fostering a more predictable business environment. By transitioning to an UN-led frame-
work, Germany could move toward a more efficient and simplified tax system while ensur-

ing that its domestic tax laws remain aligned with evolving international standards.

6.3  Towards a multilateral future

6.3.1 Tax Justice and Ethical Considerations

To address the research question of what impact a shift in international tax cooperation from
the OECD to the UN would have on Germany, it is essential to consider the insights from
the preceding analysis. It cannot be denied that Germany stands to lose certain privileges it
currently enjoys within the OECD—nboth politically and in terms of the distribution of taxing
rights and financial flows that benefit its economy. In a UN framework, Germany would
relinquish its veto power and potentially lose the preferential taxing rights of residence coun-

tries embedded in various bilateral agreements.

However, with a broader view of the future of international taxation, a shift to the UN could
still represent a step in the right direction, even from an economic and legal perspective.
International taxation has long struggled with the challenge of achieving genuine multilater-
alism. Modern issues like profit-shifting and tax base erosion cannot be solved unilaterally
or even bilaterally. Germany's position in this evolving debate highlights a fundamental di-
lemma: balancing short-term national economic interests with the long-term goal of creating
an effective global tax forum. The key question is whether the inclusiveness and equity of
an UN-led framework justify the potential financial and political challenges Germany may

face by losing its privileged position within the OECD. However, a bold hypothesis can be

20 Richter and Lentes, 2024 (Translation by the author)
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put forward: Germany could ultimately gain more from the UN’s growing role in interna-

tional tax cooperation than it stands to lose.

Many scholars argue that the shift from the OECD to the UN must be driven by a commit-
ment to tax justice. They advocate for a fairer allocation of taxing rights between wealthy
and developing nations.?" Given its status as one of the world’s wealthiest countries—and
considering its colonial history—Germany arguably has a responsibility to promote greater
justice and solidarity in international tax cooperation.?*? At the core of this debate lies a fun-
damental principle: ethics. Supporters of an UN-led tax framework appeal to Germany’s
sense of fairness and solidarity, urging it to back initiatives aimed at reducing global ine-
quality. This aligns with the increasing mantra in legal sources, that the international com-
munity should strive for more justice in the international tax system, particularly with respect
to the impact it has on developing countries.®® Yet this raises a critical question: can ethical
considerations genuinely influence political decision-making, especially in a financial do-

main as complex as international tax policy?

In practice, ethical arguments alone rarely determine the course of international tax negoti-
ations. As discussed earlier, countries - Germany being a prime example - are typically
driven by their national interests in international tax negotiations. Their primary objective is
to secure the highest possible tax revenue to support domestic economic growth. Ethical
concerns regarding the global distribution of tax revenues and their impact on developing

nations often take a backseat.?*

Ethical considerations, while important, are insufficient to compensate for the political and
economic advantages Germany would lose in relinquishing its position in the OECD. To
truly support the UN initiative, Germany must recognize its own long-term interests in a
more inclusive, global tax framework. A shift to the UN could offer Germany global solu-
tions to global problems—issues that it has long fought through both OECD frameworks and
unilateral measures. A truly global tax forum can only be created in an environment that is
fair, transparent, and inclusive, where all countries participate as equals. The UN is the only

forum capable of offering such an approach.?®
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6.3.2 A personal perspective

From a personal perspective, the UN process highlights the urgent need to rethink the tradi-
tional objectives of international tax law. As global economies evolve, so too must the legal
frameworks governing them. The traditional approach where countries craft their own tax
rules, often leveraging their economic power to gain a competitive edge and relying only
partially on coordinated guidelines, has proven inadequate for addressing harmful tax prac-
tices. What is needed is a genuinely global, multilateral system that ensures all nations have
an equal voice. Inclusiveness is not just an ethical imperative; it is the cornerstone of a more

effective and sustainable global tax system.

The expertise and outcomes generated by the OECD over the past decades cannot be over-
looked. The technical work that went into the BEPS project is impressive, and many of its
approaches offer valuable lessons that the UN can build upon. However, despite its technical
achievements, the OECD has never been a fully legitimate forum for global tax policymak-
ing due to its limited membership and lack of representation for developing countries. What
is needed now is a fresh start, particularly in terms of decision-making processes. The fast-
paced developments at the UN and the lack of full consensus are understandably viewed
with caution. However, it is essential to acknowledge the historical significance of the mo-
mentum. Developing countries, after decades of striving for representation, now have their
strongest opportunity to counterbalance the OECD's long-standing dominance. Scholars
have warned that if this opportunity is lost, a similar one may not arise again.*® This urgency
explains the high expectations and strong positions adopted by developing nations in the UN

process.

OECD member states, including Germany, have expressed frustration at being outhumbered
in UN tax discussions, feeling pressured into solutions by the majority. This perspective
overlooks an important reality: consensus has never truly existed in any international tax
forum. The UN’s principle of one vote per country can actually be seen as a fair approach,
especially given that one of the main challenges in international tax cooperation has been
consensus. Ironically, the dynamics Germany now experiences at the UN mirror those the
OECD has maintained for years, where many countries were sidelined in decision-making
processes. While global consensus on taxation continues to be an issue, the current situation

differs in one key aspect: The UN is the first forum that allows all countries take the same
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part in a decision and therefore represents the first legitimate decision-making global tax

policy.?’

In summary, while Germany will inevitably lose some political and economic privileges by
transitioning from the OECD to the UN as the primary tax cooperation forum, it stands to
gain long-term benefits from participating in a truly global tax framework. This raises the
question of how Germany is supposed to proceed. Should it maintain its opposition to the
UN’s growing role in international tax cooperation? Given the considerations outlined
above, it is advisable for Germany to reconsider its stance and take a more proactive role.
With its influential position in international taxation, Germany has the opportunity to lead
by example and position itself as a pioneer in the European response to global tax coopera-
tion.?® A more constructive engagement with the UN process would allow Germany to help
design a framework that aligns with its economic priorities while also fostering a more eq-
uitable distribution of taxing rights. Scholars have even suggested that Germany could pro-
vide financial contributions to the UN process to help overcome the resource constraints that
often delay progress. Such a move would not only ensure the initiative’s success but also
reinforce Germany’s commitment to a fair and effective global tax system.?* Regardless of

Germany’s decision, it is clear that the UN process will proceed with or without its support.

The author remains hopeful that the UN process can bridge the divide between the expecta-
tions of developed and developing nations, breaking the entrenched dynamics that have de-
fined international tax debates for decades. While bringing all stakeholders to the table is
only a first step, it is an essential one, laying the foundation for a more inclusive, equitable,

and effective global tax system.

7 Conclusion

This thesis set out to answer the research question: What is the potential impact of shifting
international tax cooperation from the OECD to the UN on Germany as a developed nation?
While this study also aimed to provide broader insights into the power imbalance in interna-
tional tax law, its scope was defined by a focused analysis of the UN’s expanding role and

the implications of a potential shift in global tax governance for Germany. As a country with
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significant influence over international tax policy, Germany’s position within both organi-
zations was examined to evaluate the opportunities and challenges such a transition might

entail.

The findings of this research demonstrate that a shift from the OECD to the UN in tax gov-
ernance would present both advantages and disadvantages for Germany. On the one hand,
such a transition could weaken Germany’s political and financial influence, positioning it on
a more equal footing within a broader multilateral forum. On the other hand, this shift could
also enhance global inclusivity and a more balanced decision-making process that could fa-
cilitate multilateral solutions in global tax governance. The resistance of Germany and other
industrialized countries appears to be primarily due to concerns about losing control in an
expanded global framework. However, taxation is no longer an issue that can be viewed
solely through the lens of national interests. The long-term benefits of a globally inclusive
tax system—if effectively implemented—could outweigh the short-term loss of influence,

leading to a more stable and equitable international tax order.

At the heart of this debate lies a broader question: Is the OECD still the right institution to
lead global tax governance, or is a more inclusive UN framework necessary for the multilat-
eral future of taxation? The answer is not straightforward. While the UN's role in taxation
remains in its early stages, its potential to represent a wider range of interests suggests that

an alternative approach to global tax governance is not only possible but perhaps inevitable.

Beyond the technical and economic aspects, this discussion also raises ethical questions
about global power structures. International taxation reflects deeper inequalities in how eco-
nomic power is distributed, with developed nations benefiting from rules they have largely
designed.?® Germany, as a leading economy, must critically assess whether its resistance to
UN-led tax governance is primarily about preserving national advantage or if it can play a
more constructive role in shaping a fairer system for all. This thesis encourages policymakers
to engage in this debate not only from a position of economic self-interest but also with the

broader aim of multilateral cooperation and global tax justice.

This study is primarily qualitative, and its findings are based on comparative analysis, his-
torical context, and logical reasoning, rather than empirical financial modeling. While this

approach allows for a comprehensive discussion of policy and governance structures, it does
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not provide quantitative projections of the economic impact of shifting tax governance from
the OECD to the UN. Future research could build on this work by incorporating quantitative
impact assessments or conducting case studies on how specific tax policies might change
under UN leadership. Additionally, once the UN Convention on international taxation is
further developed, an empirical comparison of its legal framework with that of the OECD
would provide valuable insights into the feasibility of coexistence between the two institu-

tions.

This thesis contributes to the broader discussion on global governance, power dynamics, and
the future of international tax cooperation. While the transition from the OECD to the UN
remains uncertain, the debate itself is indicative of a growing shift in international relations
- one that challenges long-standing power structures and calls for greater inclusivity in global
decision-making. Yet, despite the optimism expressed in this work, achieving a truly inclu-
sive global tax institution will take time. The decisions made in the coming years will deter-
mine whether this shift marks a genuine move toward inclusivity or merely a redistribution
of influence among a different set of dominant players. Because while developing countries

may now have a seat at the table - eating in equal rations is still left to be seen.?*

241 Tax Notes, 2021
54



Literature Review

Selection of Literature and Justification

The selection of sources in this thesis consists mainly of recent academic research, policy
papers, and institutional reports. This decision was made to ensure that the analysis reflects
the most current developments in international tax policy, particularly in light of the ongoing
UN discussions. While traditional tax law literature provides valuable historical context,
more recent publications better capture the evolving dynamics of the OECD-UN transition,

including policy changes and emerging debates.

Given the rapid changes in global tax law, the use of current sources ensures that the findings
remain relevant to current discussions. This approach does not disregard traditional literature
but rather complements it by integrating newer perspectives on institutional changes within

global tax policy.
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Appendix

Table 1: Performance Measurement Analysis — Comparing OECD and UN Tax

Governance

KPI

OECD

UN

Effectiveness

Highly effective in estab-
lishing international frame-
works due to consensus-
based voting among a lim-
ited group of like-minded
members.

Easier to reach decisions
due to majority voting.
However, effectiveness is
hindered by the diverse in-
terests of its broad member-
ship.

nations, with decision-mak-
ing power concentrated
among OECD and G20
members.

Efficiency High efficiency due to fi- | Limited financial and tech-
nancial resources and tech- | nical resources hinder rapid
nical capacity. development of tax policies.

Competition The dominant institution in | Still in early stages of chal-
international tax policy, set- | lenging the OECD’s role but
ting widely accepted stand- | gaining support from devel-
ards. oping countries. Faces risks

of duplicating OECD efforts
while also having opportu-
nities for collaboration.

Inclusivity Primarily serves developed | Represents a broader range

of developing nations, pro-
moting a more inclusive ap-
proach to global tax policy.
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Table 2: PESTLE Analysis of the Transition from OECD to UN for Germany

Factor

Analysis

Political

The transition from the OECD to the UN would require Ger-
many to adapt to a more equal role within a broader group
of states, losing its privileged position as a veto-wielding
power within the OECD.

Economic

A shift to an UN-led system may reduce Germany’s control
over its tax base and lead to a less favorable distribution of
taxation rights for developed nations. However, potential
revenue losses could be offset by additional tax income from
previously unreported profits under a globally coordinated
tax framework.

Social

A reduction in tax revenues due to the transition from the
OECD to the UN could impact social programs, public ser-
vices, and infrastructure investments.

Technological

Excluded from the analysis.

Legal

Germany would need to align its domestic tax laws with new
UN standards, which may conflict with existing OECD reg-
ulations. However, this transition could also lead to a more
standardized and efficient global tax system.

Environmental

Excluded from the analysis.
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