
ADDRESSING THE TAX CHALLENGES OF THE DIGITAL ECONOMY © OECD 2014

FOREWORD – 3

Foreword

Addressing base erosion and profit shifting (BEPS) is a key priority 
of governments around the globe. In 2013, OECD and G20 countries, 
working together on an equal footing, adopted a 15-point Action Plan to 
address BEPS. The Action Plan aims to ensure that profits are taxed where 
economic activities generating the profits are performed and where value 
is created. It was agreed that addressing BEPS is critical for countries and 
must be done in a timely manner, not least to prevent the existing consensus-
based international tax framework from unravelling, which would increase 
uncertainty for businesses at a time when cross-border investments are more 
necessary than ever. As a result, the Action Plan provides for 15 actions to be 
delivered by 2015, with a number of actions to be delivered in 2014.

The OECD Committee on Fiscal Affairs (CFA), bringing together 
44 countries on an equal footing (all OECD members, OECD accession 
countries, and G20 countries), has adopted a first set of seven deliverables 
described in the Action Plan and due in 2014. This report is part of these 
deliverables and is an output of Action 1.

Developing countries and other non-OECD/non-G20 economies have 
been extensively consulted through regional and global fora meetings and 
their input has been fed into the work. Business representatives, trade 
unions, civil society organisations and academics have also been very 
involved through opportunities to comment on discussion drafts. These 
have generated more than 3 500 pages of comments and were discussed 
at five public consultation meetings and via three webcasts that attracted 
more than 10 000 viewers.

The first set of reports and recommendations, delivered in 2014, 
addresses seven of the actions in the BEPS Action Plan published in 
July 2013. Given the Action Plan’s aim of providing comprehensive and 
coherent solutions to BEPS, the proposed measures, while agreed, are not 
yet formally finalised. They may be affected by some of the decisions 
to be taken with respect to the 2015 deliverables with which the 2014 
deliverable will interact. They do reflect consensus, as of July 2014, on a 
number of solutions to put an end to BEPS.
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The adoption of this first set of deliverables and the implementation 
of the relevant measures by national governments mean that: hybrid 
mismatches will be neutralised; treaty shopping and other forms of treaty 
abuse will be addressed; abuse of transfer pricing rules in the key area of 
intangibles will be greatly minimised; and country-by-country reporting 
will provide governments with information on the global allocation of 
the profits, economic activity and taxes of MNEs. Equally, OECD and 
G20 countries have agreed upon a report concluding that it is feasible to 
implement BEPS measures through a multilateral instrument. They have 
also advanced the work to fight harmful tax practices, in particular in the 
area of IP regimes and tax rulings. Finally, they have reached a common 
understanding of the challenges raised by the digital economy, which will 
now allow them to deepen their work in this area, one in which BEPS is 
exacerbated.

By its nature, BEPS requires co-ordinated responses. This is why 
countries are investing time and resources in developing shared solutions 
to common problems. At the same time, countries retain their sovereignty 
over tax matters and measures may be implemented in different countries in 
different ways, as long as they do not conflict with countries’ international 
legal commitments.
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