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A GROUND BREAKING DEAL…

The landmark deal, agreed by 136 countries and jurisdictions representing more 
than 90% of global GDP […]
Following years of intensive negotiations to bring the international tax system into the 21st 
century, 136 jurisdictions (out of the 140 members of the OECD/G20 Inclusive 
Framework on BEPS) joined the Statement on the Two-Pillar Solution […]
With Estonia, Hungary and Ireland having joined the agreement, it is now supported by all 
OECD and G20 countries. Four countries - Kenya, Nigeria, Pakistan and Sri Lanka -
have not yet joined the agreement […]
The global minimum tax agreement does not seek to eliminate tax competition, but 
puts multilaterally agreed limitations on it, and will see countries collect around USD 150 
billion in new revenues annually […]
Developing countries, as members of the Inclusive Framework on an equal footing, 
have played an active role in the negotiations and the Two-Pillar Solution contains a 
number of features to ensure that the concerns of low-capacity countries are addressed 
[…]

OECD Press Release,
8 October 2021
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SLIDING SCALE OF TAX COMPETITION

Post-colonial 
settings

Increased 
capital mobility

Decrease on 
CIT rates

Decrease in 
ETR

Statutory CIT rates fell from an average of 48% 
in the early 1980s to 35% by the late 1990s, 
and have continued to fall ever since



SLIDING SCALE OF TAX COMPETITION

• The global tax competition game:
• Average statutory CIT rate declined from 28.3% in 2000 to 20% in 2021
• During this period, 94 out of the 111 jurisdictions lowered rates
• In the last 5 years, countries cutting CIT rates included G7 members (US, 

France), advanced small open economies (Belgium, Norway), and 
developing countries (Tunisia, Pakistan)

• Despite focus on “tax havens”, decrease in average statutory 
corporate cannot be explained by a small group of countries 
applying very low or no statutory tax rates, but by 
participation of overwhelming majority



SLIDING SCALE OF TAX COMPETITION

Highest-tax 
countries

All other 
countries

“Tax 
havens”

Choosing your place on the spectrum will 
depend on bargaining power…



SLIDING SCALE OF TAX COMPETITION

FDI Comparative 
AdvantagesThose with less 

comparative advantages, 
and more dependent on FDI 
will tend to abdicate more 
taxing rights; those with 
more comparative 
advantages and less 
dependent on individual FDI 
will tend to abdicate less



BALANCING ACT BEHIND A 
MANICHEAN FRAMING

• Why not end the global tax competition game?
• Probably easier in the 1990s (smaller path dependency, easier geo-politics)
• For richer countries, maintaining global tax competition was a trade-off: 

losing to some, but given comparative advantages likely to win more
• Other possible advantages: subsidy to own MNEs, enable MNEs higher 

investment at home, higher taxation of immobile base

• However, it made sense to lose as little as possible…



BALANCING ACT BEHIND A 
MANICHEAN FRAMING

Limit tax 
competition

Nash equilibrium not welfare 
enhancing, but what is?
Cartelistic behaviour

OECDFrom 1996 onwards

Manichean 
framing

Us and them; good and evil
Motivated reasoning



BALANCING ACT BEHIND A 
MANICHEAN FRAMING

How the 
Manichean 
framing came 
to dominate 
public 
discourse

Policy Makers: 
Benchmarking 

Problem

NGOs: 
Confirmation Bias

Academics, 
Media: 

Parasitic, 
Scourge



ENDING THE TAX COMPETITION GAME

Winds of Change

Financial Crisis

Public Finances 
Problem

Political Salience 
and Moral 
Mandates

Capital 
Mobility



ENDING THE TAX COMPETITION GAME

Digitalisation
and taxation 

of capital

Unilateral 
actions

US politics

Paradox at the heart of 
global tax negotiations:
Without support of 
powerful countries there is 
no agreement, powerful 
countries will only agree 
with deal that benefits 
them 



GloBE

Outcomes

• Revenue (?)
• Tax sovereignty
• Tax morale

Process

• Self-interested 
altruism

• Paternalistic coercion
• Unconscious racial 

bias

Towards Global Tax Coordination



BENCHMARKING FAIR OUTCOMES

• Fair in relation to what?
• Tax competition

• Ongoing discussion about impact / incentives
• Some tax competition: substance carve-out, base issues but tax-rate bias 

may help
• Competition displacement: likely to factors richer countries have

• Revenue?
• Gains likely to be concentrated on richer countries

• Tax sovereignty and tax morale matter



FRAMING UNFAIR PROCESSES

Fake 
Altruism “For the benefit of all”

Legitimising
Outcomes“This is better for you”

Paternalistic 
coercion

“You really should 
support the deal”

Unconscious 
racial bias



PROCESS AND FRAMING MATTERS

For us

• Outcomes are not 
enough

• Narrative wars and 
being the hero of the 
stories we tell 
ourselves

For them

• Processes (respect 
and voice) key to 
perceptions of 
fairness

• Adding salt to the 
wound: they know!

Why does framing matter?



• Outcomes are what they are –
although we could should moved 
away from presence and 
disaggregation biases

• Responses to concerns over fairness 
that concentrate on outcomes are less 
likely to succeed

• Process is not (only) legitimisation 
instrument, but critical to perceptions 
of fairness

• Global tax policy is not a marvel film

KEY CONCLUSIONS

Process is key

Giving voice 
and respect

Away from 
Manichean 

framing
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