
Conversations: Jeffrey Owens and Pascal Saint-Amans

Jeffrey Owens: I’m very pleased to have Pascal at
the WU (Vienna University of Economics and

Business) for this Fireside Chat. It is two and a half
years since he took over my position of head of tax at
the OECD. The audience that we have here today is
the largest we’ve ever had for one of these Fireside
Chats. It’s a mix of academics, business, and govern-
ment and we have over 300 online from all over the
world: Asia, Latin America, Africa; it’s a real world-
wide audience.

I know you’re all desperate to know more about
BEPS, but we are going to try to talk also about non-
BEPS tax work that the OECD does because it’s im-
portant to recognize there is more to the OECD than
the tax work on BEPS. There’s a lot more being done
and in some ways maybe BEPS has squeezed out some
of the other things. This is a good opportunity to get

more balance in the debate. It’s over two years since
you’ve been in this position. What have been the high-
lights of this period in heading up the tax work of the
OECD?

Pascal Saint-Amans: Before responding, I’ll say
how happy I am to be with you today and I rarely ad-
dress such a young crowd, so I’m very happy, it’s a big
change. To respond to the question without saying the
four-letter word is going to be difficult because the
highlight of the past two and a half years has been
about BEPS. The fact you have a sea change there,
which is an awareness by member countries and non-
member countries that they have something which is
extremely consensual, which is base erosion and profit
shifting that they want to address.

When we held the first bureau meeting after Jeffrey
left, I was new. There were new bureau members and I
asked them what were their concerns. They all said we
have a problem with base erosion, then we have a
problem with profit shifting. So I wrote down BEPS
and turned to a native speaker because I’m not an Eng-
lish native speaker, it’s a four-letter word so I wanted
to check it was fine. ‘‘Yes, it’s fine, it doesn’t mean
anything bad.’’ So I said let’s launch a project, which
will be BEPS, and we managed to put it in the G-20.

So that has been the highlight, and now it’s prob-
ably too much of it because the brand is used by every-
body. You cannot open the paper without seeing BEPS,
and it’s almost annoying because there is life after
BEPS, there is something beyond it and not everything
is about BEPS. Now people tend to say, ‘‘BEPS, isn’t
it?’’ Well, not necessarily. So that’s the highlight.

Owens: Why this sudden surge of interest because,
as you say, this has been around for a long time, why
suddenly this political focus? Was it just because of the
need of governments for money?

Saint-Amans: No, I think it’s much deeper than
that. Those thinking it’s the need for money just get
one part of the story, which is not the most important
part. Let’s step back, Valentine’s Day 2008, we have
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the Liechtenstein scandal. You remember a former em-
ployee of the LGT Bank, the subsidiary dealing with
trusts of LGT, who has sold data to the German Secret
Service, who have given it to the tax administration in
Germany, who have shared it with 41 countries and
who decided to wake up the CEO of Deutsche Post at
six o’clock in the morning with TV and policemen.
Not great waking up but that’s a scandal which
worked. Why did it work? Because we’re in February
2008 meaning after August 2007, which is the begin-
ning of the supreme crisis.

Owens: For many years, the OECD was trying to
address BEPS issues but we never had the political
backing. So the key was in April 2009 when the G-20
said enough is enough and then you have the political
backing to get the OECD countries to move. You know
how quickly they moved then. That was one of the
turning points that changed the whole environment.

Give us a rundown of where you are on the 15 ac-
tions, just to bring us up to date of where we are to-
day.

Saint-Amans: You know the BEPS action plan, oth-
erwise you wouldn’t sit here, I suppose. We have 15
actions, seven to be delivered in 2014, eight to be deliv-
ered in 2015. We have delivered the first seven actions
according to the plan and on time. The first seven ac-
tions are three reports and four instruments.

One report on the digital economy, which basically
says the digital economy is the economy itself, there-
fore a ring-fence solution is not necessarily the right
thing to do. But BEPS is exacerbated in the digital
economy environment, and therefore solutions to ad-
dress BEPS should exacerbate the treatment of the
problem.

We have a report on the feasibility of a multilateral
instrument to streamline the implementation of the
BEPS tax treaty-related measures. Then we have a re-
port on harmful tax practices, which is one of the ac-
tions, action 5, but an important one. The report is
twofold. One is about the patent boxes — the taxation
of intellectual property through the patent boxes —
and it includes a methodology which is the nexus ap-
proach, how to make sure that these patent boxes
would not be toxic in terms of emptying the tax base
of the partners without creating anything, any value.
That was the only area where we didn’t reach consen-
sus because we had four countries against the so-called
modifying nexus approach.

The second aspect of this action 5 report is about
rulings and it was good that we did anticipate because
you may have heard about the offshore leaks, the Lux
leaks in particular, a few weeks before the G-20 leaders
met. Here we said rulings are fine by themselves except
that if they are delivered without transparency, mean-
ing without being notified to the other countries the
tax base of which might suffer from the ruling, then
we have a problem. So we need to make sure we have
compulsory spontaneous exchange of information of

these rulings. Spontaneous compulsory means auto-
matic, that’s the same. Yesterday during the webcast,
we had people not understanding it’s technically the
same, automatic exchange of tax rulings. That was
agreed in this report.

So three reports, action 1 digital economy, action 15
the feasibility of a multilateral convention, and action
5, two aspects, one not agreed, one agreed on rulings.
Then we brought that to the G-20 and the G-20 said
yes, that’s the right thing to do and the former prime
minister of Luxembourg, now president of the EU
Commission, said we’ll do a directive in Europe to
implement this and to make sure we have automatic
exchange of information on tax rulings.

We have four instruments as well, which have been
delivered. One is a model domestic legislation to neu-
tralize hybrid mismatches and some tax treaty provi-
sions as well. Second is a minimum standards to coun-
ter treaty shopping, so either an LOB or a principal
purpose test to neutralize treaty shopping as a mini-
mum standard, which came as a surprise because it’s
very ambitious. All the countries agreed with that in-
cluding those which are used as platforms for treaty
shopping. I will not name any country here, certainly
not the Netherlands, but they’ve agreed.

The third instrument is not an update but a new
chapter for the 1995 transfer pricing guidelines on how
to deal with intangible property, in particular where
you have cash boxes in low-tax or no-tax jurisdictions.
Finally, we have the country-by-country reporting —
what should companies report on a country-by-country
basis to tax administrations, not publicly. But these are
the four instruments which were agreed. We did put a
chapeau on all that, which is an explanatory report for
those not willing to read 700 pages of documents. I
love stories, they always start ‘‘Once upon a time.’’
‘‘Once upon a time you had base erosion and profit
shifting and the G-20 countries met the OECD and
decided to put an end to cash boxes.’’

Owens: It’s not a fairy tale?

Saint-Amans: We’ll see. I haven’t yet met the prin-
cess but I still hope to. So we have delivered this ex-
planatory report to make sure the story makes sense
and can be read by politicians. That’s the first seven.
Another eight to go.

Owens: And maybe we could take one or two ques-
tions. The one thing Pascal was too modest to say, you
delivered on time. You delivered quality products and I
think you surprised everybody.

Saint-Amans: Including ourselves.

Audience: Was there a real agreement on the patent
box?

Owens: Getting agreement two days before the Ger-
man and the U.K. agreement, I see that as important
because my concern was that the patent box was going
to become the new tonnage tax regime. I can remem-
ber in the 1980s, people actually taxed shipping and
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then along came tonnage regimes and the tax base dis-
appeared. The real danger is that this is going to hap-
pen with intangibles because for large multinational
enterprises, that’s where their wealth is, it’s on intan-
gibles. So if you then provide very low-tax or no-tax
regimes for them, you’ve lost your corporate tax base.
In a sense, I think it was a big success getting that
agreement in Brisbane. The question, is will it stick?
The U.K. has got rather a generous transition period.

Saint-Amans: I fully agree with you on the fact that
it was critical to agree on this action because there is a
growing part of global income which is linked to intel-
lectual property. So if you allow countries to discon-
nect the location of the intangible property so that it
can benefit a very preferential tax regime, disconnected
from the place where the activities generating the in-
come take place, then you empty the corporate income
tax base from the growing part. I don’t know what the
share is today but it’s getting bigger and bigger. That
was absolutely critical.

The modified nexus approach is quite complex, but
it’s compatible with EU legislation.

Owens: The EU has agreed with this?

Saint-Amans: The nexus approach has been agreed
by the EU Commission, by the EU Council legal ser-
vices, meaning that it’s pretty safe even though at the
end of the day, it’s only the ECJ [Court of Justice of
the European Union] which has to decide. But when
you have the EU Commission legal service and the EU
Council legal service writing to you or telling you that
it’s EU- compatible, not bad so we could move ahead
and that’s what we’ve done. But we had four countries
not agreeing and unsurprisingly, four countries with
so-called aggressive patent boxes — the U.K., Luxem-
bourg, the Netherlands, and Spain. What does Spain
do in that category, that’s another question but they
were there. And the French have an aggressive patent
box and they say we’re going to change it, so you have
four countries reserving so we had a progress report to
the G-20.

It was frustrating, but then there were some discus-
sions between Germany and the U.K. They came up
with a solution. It’s true that it’s pretty generous in
terms of phasing in, to say you have until June 2016 to
stop the entry into the patent box, and then you have
five years. After these six years, it stops. Is it ideal?
Probably not, but it clearly shows an agreement there.

But then we were left with two countries which did
not agree, because they are not in the G-20 they could
not express their views in Brisbane, and these two
countries were the Netherlands and Luxembourg. So
we have the Forum on Harmful Tax Practices, which
met and you’ve seen publicly that Luxembourg said we
fully agree and they did fully agree. I must say the gov-
ernment of Luxembourg after the offshore leaks has
reacted very proactively saying ‘‘our business model
needs to change.’’

Owens: Well, they changed their prime minister.

Saint-Amans: I met the new prime minister at his
request last week and he was crystal clear and willing
to send a very strong message that they cooperate ex-
tremely well with the OECD, which I can confirm.
The Netherlands is in a difficult position because they
have a patent box but part of it is largely inward look-
ing, meaning they have small and medium-sized com-
panies which do all the expenses in the Netherlands,
and which benefit from the IP regime even though they
are using certified innovations which are not necessar-
ily legal patents. They are not patented as well. We
may have an issue with the lack of clarity of the defi-
nition of what can be included in the patent box, so
we may need to work further on whether some certi-
fied innovations which are equivalent to patents but are
not legal patents.

On the patent box, I think we now have an agree-
ment which will be formalized at the Committee on
Fiscal Affairs at the end of January, and I think it’s
extremely important in terms of sending out a message
that it’s not because you have intellectual property in-
come that this one will be taxed at a very preferential
rate without any link with where the activities are tak-
ing place.

Owens: Maybe just coming back to the diverted
profits tax the U.K. has put in place, is there a danger
that other countries are going to say this sounds quite
attractive? Because that tax is about trying to change
behavior. The U.K. is hoping nobody’s going to end up
paying it because they won’t play games, but you can
see the Australians have come out and said maybe we
should do this as well. In one way, it’s quite helpful
because it shows what will be the consequences if you
don’t get agreement but in another way it’s preempting
what the outcome will be. Doesn’t it take some pres-
sure off you on dealing with this whole question of
PE?

Saint-Amans: Action 7 is about the commission-
naire arrangement on fractioning the activities in one
country not to have a permanent establishment, which
could be part of the digital economy. There is a third
dimension, which I think is not related to the diverted
profit tax in the U.K., which is: Does it make sense in
today’s environment not to have a permanent establish-
ment where you have a warehouse? In the 19th- and
20th-century economy where selling goods in one
country is not, was not, and still is not considered as
having a permanent establishment, if you just sell your
stuff and have a warehouse to deliver, it shouldn’t con-
stitute a PE. When you have a purely digital economy
in terms of sales but you still need the physical pres-
ence and you have the warehouse, does this same logic
apply or not? Probably not, and that’s why we have
action 7.

So the pressure is not really off. We still have work
going on on action 1, on the digital economy, and how
to address the challenges there so we have more mate-
rial.
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Owens: Maybe before going on to action 8, there’s
a lot of confusion about the multilateral instrument. I
can understand why because it’s complex but it’s also a
key to the success of the project. Unless you get that in
place, it will take 10 or 15 years of renegotiating. Tax
negotiators can get to all these lovely places for their
summer and skiing holidays and they can negotiate,
that’s why they call them tax negotiators. So, in a
sense, this action of having a multilateral instrument is
really a key to the effective implementation. What ex-
actly is this, and what do you think are your chances
of success? Is it going to require all countries to sign
on, or can you do it in a gradual way?

Saint-Amans: We’ll see, I don’t have all the an-
swers. The idea is extremely simple. We’re going to
agree within the BEPS action plan to some tax treaty-
related BEPS measures. Action 6, action 2, hybrid mis-
matches, there is one thing which is tax treaty-related,
action 14 on mutual agreement procedure and maybe
arbitration, action 7 on the permanent establishment,
and maybe some special measures provided for by ac-
tions 9 and 10. You have two avenues to implement
any agreed changes. One is that the tax treaty negotia-
tors will go back to their country, pack their bags, and
start traveling the world. The U.K. has 120 tax treaties,
so the U.K. delegates will go to 120 countries to nego-
tiate what their prime minister has agreed with the
other countries at the OECD. But if you travel the
world, you need to justify it by reopening other treaty
issues or by modifying the agreed language. So it
would take 10 years to implement agreed changes.

Owens: That’s probably optimistic as well.

Saint-Amans: Yes, 20 years, you will have uncer-
tainty because the treaties will not be the same. You
will create opportunities for treaty shopping that you’re
trying to neutralize because once you’ve put your pro-
vision in some treaties, maybe the business community
will use other tax treaties, which have not yet been up-
dated. It’s time consuming and resource consuming.
That’s one option which is the option which has pre-
vailed so far, and I was a tax treaty negotiator.

Owens: And you traveled.

Saint-Amans: And I traveled. At that time I loved it
because I could choose where to travel. The other op-
tion is to say if you get political agreement on a
change maybe we could implement in the context of a
multilateral instrument which respects the same pro-
cesses as the process for ratifying a bilateral treaty.
You’ll go to Parliament but you will kill 120 birds with
one stone instead of going out and negotiating all
these treaties and then going to the Congress or Parlia-
ment 120 times. It’s as simple as that. It’s just to incor-
porate in a multilateral instrument things which
would’ve been agreed in the context of the BEPS ac-
tion plan, which are tax treaty-related BEPS measures.

Owens: I agree with that, but there’s this perception
out there that somehow this will impinge on national
sovereignty.

Saint-Amans: That’s not correct. It’s nothing more
than doing at once what you would do taking a lot of
time. It has not been possible so far because when we
tried it in 2005 I was the chair of Working Party 1 and
you were head of the Secretariat at that time. We
lacked the political support. But then we tried on arbi-
tration. It was delegates coming to Paris and we had to
agree on these issues. When you’re a delegate, you’ll
go to Paris and your main task is to protect your own
legislation so that you have no homework when you go
back home. I’m not really kidding. Even if you want to
do the right thing, you will first try to limit the impact
of the changes you need to do at home.

Now it’s top-down mandated and in that environ-
ment, agreeing on the multilateral instrument has noth-
ing to do with impeding sovereignty. Will all the coun-
tries be obliged to sign? Of course not, because we’re
not impeding on sovereignty. Would it be good that we
have a minimum group of countries? Yes, it would be
good. But there it’s more a political dimension than a
legal dimension. So there should be a critical mass.

Owens: And in that respect, if there’s a message we
can give today, it’s that the business community should
be lobbying for this because it’s in their interests to
have this. Once they’ve agreed on a set of changes,
let’s get those changes in place quickly.

Saint-Amans: That’s what we think. There are
some provisions which will remain optional because if
it’s a whole package and nothing else, you will not get
the countries you really want. So I think we need to
include some form of flexibility. If we say it’s arbitra-
tion for all or nothing, a number of big countries will
not join because they are not yet ripe for arbitration
and we would miss them. But you can start the process
and they might join at a later date. So we need some-
thing flexible and political enough so we get all the
countries to implement the minimum standards where
there is a minimum standard. We need to do it in a
very low-profile manner. It’s just about implementing
things which will have been agreed in the context of
the BEPS project.

We hope we’ll get a mandate to organize a confer-
ence to negotiate this and that this will be open to all
states, not sure about non-state jurisdictions because
they have special status but for sure all the states, as is
the case for the multilateral convention on mutual as-
sistance, which now has been signed by more than 80
jurisdictions. I think here we have a good base and
maybe in the future where countries agree on a model
tax provision in the OECD model or in the U.N.
model, they will say we’ve all agreed, there is no reser-
vation, we’re all comfortable, let’s put it in there and
then they will have to go back to Parliament who will
do protocols. But it’s just more efficient.

Owens: I think that’s absolutely the case. To me, it’s
a very pragmatic approach. You’ve agreed on some-
thing; let’s get it done as quick as we can. Let’s move
on to the next eight actions. What do you think you’re
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going to be delivering on those other eight actions in
autumn 2015 to the G-20 summit?

Saint-Amans: What we have to deliver first is action
3, which is about CFC legislation. That’s a very easy
and extremely difficult one, very easy because we may
just do some form of benchmark and best practices. If
you want a solid CFC legislation which is EU compat-
ible, then this is how you can do it. There are some
strong CFC legislations within the EU, you should
look at the Danish one. That’s something we can do,
not too difficult. But you may also want to go a step
further. Why don’t we try to have something like a pri-
mary rule, a secondary rule? The countries could do
CFC based on the minimum tax because then it’s ob-
jective and it avoids all the debate and problems with
what is substance from transfer pricing perspectives.

So instead of trying to solve abusive cases through
transfer pricing, we just do it with an objective criteria,
the right minimum tax, 12.5 randomly, the average
rates, they are there and we consider rates below these
as not acceptable. And then we have a CFC but as a
primary mechanism and if a country doesn’t protect its
tax base, then the source countries have a right to tax.
Then we need to invent something, why not formulary
apportionment for these countries? It’s not me speak-
ing, it’s a U.S. proposal that Bob Stack has articulated.

Owens: But aren’t you getting yourself in a situa-
tion, something the OECD has done very infrequently,
where you’re making recommendations for changes in
domestic legislation? You have some countries that
don’t have CFC legislation, some that have taken a
very strong position saying CFC legislation is not con-
sistent with treaties. You have in some countries, I
shan’t mention them, the U.K., which are weak in the
CFC legislation, so this is a tough one.

Saint-Amans: It is but on the other hand, there are
a number of countries willing to tighten their CFC leg-
islation and they’re looking for advice and we can pro-
vide advice here in a manner which will not be detri-
mental to the others and which will limit double
taxation by having properly designed CFC regimes. But
you can see it can also be articulated with the other
measures depending on how countries react to the U.S.
proposal.

Then we have action 4 on interest deductibility. It
sounds like there is a pot of money there, that’s the
reaction I have from the business community. So the
idea here is to say currently we do have a lot of situa-
tions where interest is located in a low-tax jurisdiction
and is deducted from a high-tax jurisdiction. Is it the
right policy outcome, especially at a time where you
may not want to increase the leverage, even though the
rates are extremely low?

Then we have action 7, which is the permanent es-
tablishment, and I’ve described to you what is at stake
there, so I will skip this for the time being. We move to
the remaining transfer pricing issues and you will have
seen we have not completed action 8 that we launched

on the intangible property because the goal as clearly
identified in the explanatory report is to eliminate the
use of cash boxes. It’s to say the arm’s-length principle
should not result in locating the excess profits in a cash
box where nothing is happening. Or if it is the case,
then there is a need for special measures to neutralize
this. Are countries in agreement on whether this is the
arm’s-length principle or not? No, they are not yet in
agreement. Are they in agreement that the special mea-
sures are within or outside the arm’s-length principle?
No, they are not, they are discussing these.

Owens: It’s a very positive thing that these special
measures are on the table because what that says is the
OECD countries are prepared to adopt a more flexible
approach to the interpretation of the arm’s-length prin-
ciple. That gives you a good chance of getting closer to
some countries like Brazil.

Saint-Amans: Yes, absolutely. Then we have an ac-
tion which is a very interesting one, action 11. Action
11 is about measuring the base erosion and profit shift-
ing. When I floated the idea of BEPS in spring 2012,
the first reaction of some members of the business
community was: ‘‘Prove it with figures first before an-
noying us.’’ We said the member countries have a
strong feeling that something is happening. Look at
corporate income tax. The contribution of corporate
income tax to GDP has not decreased, it’s been
around 8 to 10 percent for the past 20 years despite the
reduction in nominal rates. And instead of that, it’s
remained constant. So you’re not doing the right analy-
sis.

Then we have action 12 on mandatory disclosure,
not too difficult. There are some precedents and the
idea is to combine these with the obligation of ex-
changing information on rules, action 5 and action 13,
which is the country-by-country reporting. On action
13, we’ve delivered what we need to deliver, now it’s
the implementation package.

Action 14 on improving the MAP is extremely im-
portant, too. We are in an increasingly uncertain envi-
ronment. Some tell me it’s because we launched the
BEPS project.

Owens: Will you still be pursuing the dual line of
improving the MAP and arbitration, or given the state-
ments that have been made by the Indians and others,
are you backing off arbitration?

Saint-Amans: The answer is we need to move to
practical progress. We need to be extremely pragmatic.
We know what the solutions are. The real question is
how do you get these solutions implemented because
we know some countries will not move to arbitration.

Owens: I agree getting non-OECD members to
agree on arbitration will take time but what’s interest-
ing is that in 2000 when we launched the discussion at
OECD on arbitration, almost all the arguments put
forward by Brazil and India and others were arguments
that were being put forward by the United States, Ja-
pan, the U.K., and many other OECD countries. And
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yet after five years of discussing the issue, we agreed
on a new provision providing for mandatory arbitra-
tion.

Saint-Amans: You don’t need to convince me, I’m a
big fan of arbitration. For those of you who don’t
know that, I’m the only human being on earth having
participated in two arbitration commissions on tax.
When I was the French competent authority, I initiated
the two cases under the multilateral convention on ar-
bitration. These are the only two cases, maybe there’s a
third or fourth one now, but under that convention, the
competent authority is also an arbitrator. I was an arbi-
trator in two cases so I’m convinced, you don’t need to
convince me. My problem is how to convince the other
countries.

So what can we do? I think we can put the pressure
on countries using the top-down approach, use the po-
litical approach by the G-20 to pressure the countries,
to name and shame them, to see how many MAP
cases they have, the way they organize the tax adminis-
tration and the effectiveness of the competent author-
ity.

Owens: So it’s monitoring.
Saint-Amans: It’s monitoring, peer reviewing. I

think a strong peer review mechanism would work ex-
tremely well in terms of changing the mind-set and
changing on the ground, which is what we need to do
plus arbitration, plus promoting APAs and other dis-
pute resolution mechanisms. So avoiding disputes by
having less aggressive tax administration or putting in
place some mechanisms, for instance through the fo-
rum on tax administration, I think you can have a very
nice mix there which will make a difference.

Owens: I hope that business will be part of any
monitoring process. A related issue is, are we going to
see the BRICS engaging in Working Party 1, in Work-
ing Party 6? Is that your vision of the next step?

Saint-Amans: I think the answer is in the question.
We’ve been able to bring 90 percent of the world
economy along. What is striking is that the CFA Bu-
reau now consists of 12 OECD countries and four
non-OECD countries. We have China, India, Brazil,
and South Africa present when we discuss BEPS.

Owens: Are big OECD countries comfortable with
this new format?

Saint-Amans: I think it’s done, they’re present, and
the interaction is taking place. Sometimes you can see
some dividing lines which are between the emerging
economies but the emerging economies go beyond the
BRICS. You have some OECD countries which are
also emerging economies — Mexico, Turkey, Chile,
soon Colombia, which is joining the OECD. When
you hear of NGOs, you have the rich man’s club on
the one hand and the poor developing countries on the
other. Not exactly. The OECD is much more complex
than that. You cannot make the difference between an
OECD country and a non-OECD country in terms of
input, in terms of being at home.

Owens: Aren’t we going to end where the divide
that you have will not be OECD versus non-OECD but
the OECD countries plus the emerging economies, the
big countries like the BRICS and the next generation
of BRICS on the one hand and the developing coun-
tries on the other?

Saint-Amans: It’s one big challenge. I’m quite sup-
portive of the U.N.; they have a bigger role to play to
bring the views of developing countries. I’m not sure
the U.N. turf is to move global and develop the global
standards. I know it’s the view of a number of NGOs
but I’m not sure that you want two standard setters.
The U.N. has more legitimacy than us, it’s true but
also practically, it’s not only about resources because
you could put the resources there but the dynamic is
such that reaching consensus through the political pro-
cess would prove extremely difficult in a U.N. context.
We’ve had meetings in New York with the head of fi-
nancing for development [U.N. Secretariat]. I think
having the U.N. bring the views of developing coun-
tries into the debate is something which would be ex-
tremely valuable.

More generally, we’re trying to engage developing
countries in the project. It’s not our initial constituency
but we’re doing this and we have countries willing to
participate. We held a meeting last week with inter-
ested developing countries; we couldn’t get them all
because there were more countries interested than we
could take. I think there were 14 countries present
from Bangladesh to Vietnam, Senegal, Morocco, Tuni-
sia, Azerbaijan, Kenya, and many others. These coun-
tries were saying we want to participate in the standard
setting which is our business.

To assist these countries, we are developing with the
other international organizations, the World Bank,
IMF, and U.N. There are many other aspects than
BEPS for developing countries. Maybe some aspects of
BEPS are not relevant for these developing countries.
That’s for them to voice their concerns at the OECD
because now they have a seat, even though technically
speaking it’s not on an equal footing, practically speak-
ing it will be on an equal footing.

Owens: The two issues of particular concern to de-
veloping countries are the issue of tax incentives source
versus residence taxation. I say to the business commu-
nity, particularly the U.S., you’re wrong in pushing not
to have a debate on these issues. We need a broader
debate on it, and it needs to go beyond BEPS.

Let’s now belatedly look at some non-BEPS issues.
There are three such issues around at the moment.
One isthe question of inequality. Two is the question
of how do we get out of the recession because we’re
still there and tax has to have some role to play in that.
And the third one, which you haven’t mentioned is
climate change. We’ve got the big conference coming
up at the end of next year in Paris. What is the OECD
going to do to contribute to that from a tax perspec-
tive?
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Saint-Amans: We’re doing a lot of work on tax and
environment. You may have seen a publication from a
research perspective, it’s extremely good material on
the effective taxation of the different energy users —
transport, heating, and all that. You have country-by-
country analysis of the effective taxation, which is
measured in two different manners. So that’s very good
work on which we’re trying to draw economic lessons
that we will try to feed into the political debate. We
have what we call the ITD — the International Tax
Dialogue — which will organize next year a confer-
ence where all the partners will input on this very big
issue so it can be taken on by the negotiators of any
climate agreement.

Owens: You mentioned consumption tax. The real-
ity today is countries are moving more and more to
relying on consumption tax. VAT is the tax of choice,
you have 160 countries around the world that have
VAT and yet there’s no international standards. The
work the OECD has been doing on developing the
guidance, how would you see that developing over the
next few years?

Saint-Amans: The risk of double taxation in VAT is
lesser than in the area of direct taxation but the money
at stake is much bigger than direct taxation. So the risk
might be smaller, what is at stake is bigger so we need
to do something. We’re doing something. We’re having
a Working Party at the OECD but it’s amplified by a
Global Forum on VAT where we’re trying to develop
international standards on VAT for B2B, now moving
to B2C in particular for the digital services. We are
agreeing on rules on who should tax between the
countries of origin and the country of destination. We
had a global forum in Tokyo last May. We’re having
one in the first half of 2015 and we hope the rules
which have been agreed by the Working Party will be
endorsed by many other countries. In this global forum
on VAT, many developing countries are extremely in-
terested. They are present and they’ve contributed,
they’ve changed the draft, and they may just endorse
the draft so we may have a global standard there. It’s
much less controversial than in the area of direct taxa-
tion, meaning that it’s easier to get there, though tech-
nically it’s a challenge.

Owens: It’s a win-win situation.

Saint-Amans: Absolutely.

Owens: Before we move to the last round, tell us a
bit about where you see the debate on cooperative
compliance moving because I’ve got this gut feeling
that a lot of the BEPS issues would be easier to deal
with if you had more countries and more companies
moving into the cooperative compliance space.

Saint-Amans: The BEPS project is about fixing the
law. What I like repeating is that companies are doing
their job, which is to reduce the tax burden when it’s
legal and it is legal so it’s not a compliance or enforce-
ment issue. It’s true that when we move to an environ-
ment where tax administrations are more nervous,
where you may have more uncertainty, you need to
build trust and increase transparency. That’s where the
cooperative compliance comes in. Clearly it’s high on
the agenda of the Forum on Tax Administration. It’s
part of its work. We have a new chair from the U.K.,
who’s very ambitious, very committed, and you may
have seen that we have worked on mutual agreement
procedures.

Owens: Let’s move to the very last section. What
would you see the OECD tax world looking like in
2020? Is it going to look very different from today?

Saint-Amans: I just don’t know. I’m not a visionary,
so I don’t know where we will be in 10 years time. It’s
changing so fast that it’s really hard to say. What I
don’t see is a world tax organization that some are
talking about. I don’t see this happening because of the
sovereignty constraints. I think we should have accom-
plished something with BEPS which should fix the
rules for some years. We will have to move toward
consistent implementation. I would like to see coun-
tries more serious in implementing what they agree so
we have a better regulated environment. We had no
real tax regulations. We had recommendations and
rules but no real regulations. Maybe we’re moving to
some form of better regulation, that’s what we see in
the area of bank secrecy with the Global Forum and
the peer review mechanism.

Owens: Last question. Where are you going to be
in 2020?

Saint-Amans: I don’t have a clue. On a surfboard, I
hope!

Owens: Surfing the tax waves, that’s quite a nice
way to go out for this. Thank you again, Pascal.

Saint-Amans: Thank you. ◆
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