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PROGRESS REPORT AND KEY PROPOSALS FOR A WORK PROGRAMME 
DEVELOPED BY THE SUB-GROUP ON TRANSPARENCY IN FINANCIAL 

REPORTING 

23 March 2011 

The role of the Task Force, Sub-Group and Drafting Group 

1. The Informal Task Force on Tax and Development (Task Force) in its advisory capacity 
to the OECD’s Committee on Fiscal Affairs and Development Assistance Committee brings 
together key stakeholders, including OECD and developing countries, business, NGOs and 
international organisations. It is co-chaired by senior officials from an OECD (Netherlands) and a 
non-OECD (South Africa) country. It is supported by a Secretariat in the OECD. 

2. The Task Force in May 2010 formed a Sub-Group to consider the issue of transparency 
in financial reporting by multinational corporations and its potential effects on domestic resource 
mobilization in less developed countries. To assist the Sub-Group in this task, an informal 
Drafting Group was set up in September 2010, led by the Centre for Business Taxation of the Said 
Business School at Oxford University.  

3. The Drafting Group explored whether public disclosure of financial information by 
multinational corporations on a country-by-country basis would serve as an instrument to hold 
both governments and multinational corporations to account.  

4. The Drafting Group was asked to provide its view on these issues, reflecting the 
perspectives from different stakeholders on the subject of transparency. Business representatives, 
NGOs and tax practitioners were invited to participate with the Centre for Business Taxation in 
the Drafting Group. The main role of the Drafting Group was to explore the broad question and 
identify issues for possible future work for the Sub-Group to consider proposing to the Task 
Force, not to make concrete policy recommendations. 

5. On the basis of the Sub-Group’s proposals, the Task Force will consider elements of a 
possible work programme at its meeting on 11-12 April 2011 and will deliver its recommendations 
to the sponsoring Committees for consideration at their next joint meeting in June. 

Progress to date 

6. The Drafting Group met twice in 2010, in Oxford in October and in London in 
November, and produced a first version of a discussion paper for the consideration of the Sub-
Group in December, 2010. That draft version was discussed by the Sub-Group at its 9 December 
2010 meeting in Paris, after which the paper was extensively revised by the Drafting Group, 
reflecting the differing perspectives of stakeholders.  

7. The Drafting Group met once again in Oxford in January 2011 and had extensive 
discussions via written procedure and conference calls in order to build a broad consensus on the 
scope and substance of the document, so that it could provide a balanced review of the issues at 
hand, considering the plurality of interested stakeholders. 
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8. The outcome from these discussions is contained in the document Transparency in 
Reporting Financial Data by Multinational Corporations (17 March 2011) which was provided to 
the Sub-Group and now to the Task Force as background for this note. 

9. This note summarises the proposals for future action derived from that document for the 
consideration by the Task Force. 

Ongoing context 

10. The civil society campaign for some form of public disclosure of country-by-country 
financial information by multinational enterprises (MNEs) can be traced back almost ten years. 
Depending on the objectives of the particular civil society organisation (e.g. whether to combat 
corruption and increase government accountability, or to hold companies to account with respect 
to the amount of their tax liability in each country in which they operate), the nature and scope of 
the proposals have differed. For example, the Publish What You Pay coalition was launched in 
2002 with a goal of requiring extractive industry companies to publish what they pay to 
governments in taxes, fees, royalties, bonuses and other financial transactions for every country 
of operation in order to help citizens of resource-rich developing countries in holding their 
governments accountable for the management of natural resource revenues.1 A 2003 publication 
by Richard Murphy and the Association for Accountancy and Business Affairs,2 which had as its 
focus holding companies to account for their corporate social responsibility and tax payments to 
the countries in which they operate, proposed that the International Accounting Standards Board 
(IASB) should issue an International Financial Reporting Standard requiring disclosure of 
detailed financial information on companies’ operations by location, in order to make such 
reporting effectively compulsory for MNEs in about 100 countries.3

11. The pressure by civil society organisations has been successful in putting the concept of 
country-by-country reporting in one form or another on the international agenda.  

  

12. In 2007 the European Parliament voted for a resolution requesting the European 
Commission to support the development of an appropriate accounting standard requiring 
country-by-country reporting by extractive companies.4 In 2008 the UNCTAD report, “Guidance 
on Corporate Responsibility Indicators in Annual Reports”, encouraged country-by-country 
reporting of certain financial indicators as a best practice for MNEs’ voluntary corporate social 
responsibility reporting.5  Also, in June 2009 the UK Treasury under the Labour Government 
announced its support for country-by-country reporting.6

                                                      
1  “Publishing What We Learned”, Publish What You Pay Coalition (2009), available at 

 More recently, in 2010, during the 

http://www.publishwhatyoupay.org/sites/pwypdev.gn.apc.org/files/Publishing%20What%20We%20Learned%20-
%20EN.pdf.  
2   “A Proposed International Accounting Standard Reporting Turnover and Tax by Location”, a proposal by Richard 
Murphy, BSc FCA on behalf of the Association for Accountancy and Business Affairs, available at 
http://visar.csustan.edu/aaba/ProposedAccstd.pdf. 
3 Such an IFRS would not currently include listed companies in the U.S.A., since the U.S. equivalent of the IASB is 
the Federal Accounting Standards Board, but a convergence project between IASB and FASB standards is underway. 
4 European Parliament Resolution B6‑0437/2007 of 7 November 2007, available at 
http://www.europarl.europa.eu/sides/getDoc.do?language=EN&reference=B6-0437/2007. 
5 See http://www.unctad.org/en/docs/iteteb20076_en.pdf.  
6 European Network on Debt & Development (Eurodad), “The UK supports Country by Country reporting standards 
and publishes study minimising transfer mispricing impacts on development” 26 June 2009. 

http://www.publishwhatyoupay.org/sites/pwypdev.gn.apc.org/files/Publishing%20What%20We%20Learned%20-%20EN.pdf�
http://www.publishwhatyoupay.org/sites/pwypdev.gn.apc.org/files/Publishing%20What%20We%20Learned%20-%20EN.pdf�
http://visar.csustan.edu/aaba/ProposedAccstd.pdf�
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IASB consultation process the World Bank threw its weight behind country-by-country reporting 
for the extractive sector.7

13. Following from this, a number of concrete initiatives to promote or study greater public 
disclosure have been put in place or are being considered for future implementation. These 
include: 

 

• The IASB has recently finished a consultation period in order to evaluate whether it 
should proceed with the development of a new International Financial Reporting 
Standard for the oil, gas and mining industries; prospects for the inclusion of a PWYP-
type country-by-country reporting requirement are unclear.8

• The European Commission carried out in 2010 its own consultation on country-by-
country reporting and expects to publish an impact report in the second half of 2011.

  

9

• In July 2010 the U.S. Congress approved the Dodd-Frank Act which makes it an 
obligation for resource extraction enterprises listed on U.S. stock exchanges to include in 
an annual report to the SEC any payments made to governments, identifying the country 
of the government.

  

10

• Since 2003 an increasing number of countries and extractive sector companies have 
adopted the Extractive Industry Transparency Initiative (EITI) voluntary standard of 
transparency (i.e. focused on public disclosure of extractive companies’ payments to 
governments, reconciled with the revenues governments disclose to have been received), 
and this has gathered significant momentum. In 2010, for example, there was one 
compliant country; today there are eleven. Another 22 countries are at different stages of 
the EITI process.

  

11

Summary of key elements in the discussion 

 

14. The following five distinct issues were identified by the Drafting Group as ones which 
any discussion of this issue needs to address. 

a. What are the objectives of greater transparency in financial reporting by multinational 
companies? What is it that advocates of greater transparency hope to achieve?  

b. Are there forms of increased, or better, disclosure than are currently imposed or utilised 
which would reasonably be expected to meet these objectives? 

c. Does public disclosure of tax information by corporations have an effect on compliance 
above and beyond the enforcement effort of governments, even if they had reasonable 
capabilities? To whom should information be disclosed? 

                                                      
7 Letter from World Bank to IASB, 30 July 2010, available at http://www.ifrs.org/NR/rdonlyres/7FAC2D52-A064-
41BD-8BA8-445245232E0B/0/CL55.pdf.  
8 Consultation ended on 30 July 2010. See 
http://www.ifrs.org/Current+Projects/IASB+Projects/Extractive+Activities/Summary.htm.  
9  See http://ec.europa.eu/internal_market/consultations/2010/financial-reporting_en.htm.  
10 The Dodd-Frank Wall Street Reform and Consumer Protection Act, Public Law 111-203, section 1504. 
11 WSJ.com, EITI adds 6 countries to compliant list, 3 March 2011. See also EITI, Progress Report 2009-2011, 
available at http://eiti.org/files/EITI_Progress_Report_2009-2011.pdf. 

http://www.ifrs.org/NR/rdonlyres/7FAC2D52-A064-41BD-8BA8-445245232E0B/0/CL55.pdf�
http://www.ifrs.org/NR/rdonlyres/7FAC2D52-A064-41BD-8BA8-445245232E0B/0/CL55.pdf�
http://www.ifrs.org/Current+Projects/IASB+Projects/Extractive+Activities/Summary.htm�
http://ec.europa.eu/internal_market/consultations/2010/financial-reporting_en.htm�
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d. What are the costs, both financial and otherwise, of such disclosure to governments and 
to business? What is the balance between the costs and benefits of different possible 
disclosures?  

e. How could greater transparency be achieved? For example, should greater disclosure be 
compulsory or voluntary? Should it apply to activities in all countries, or just developing 
countries? Could it be best achieved through changes to accounting standards, by 
amendment of the OECD Guidelines for Multinational Enterprises, or by some other 
route? 

15. Regarding objectives, some proponents believe that transparency in financial reporting 
can be a potentially effective tool to combat corruption. A question that arises in this respect is 
whether the concern about potential governmental misuse of revenues from MNEs outside the 
extractive sector was a significant problem in many developing countries. It was acknowledged 
that more work would need to be done to answer that question. 

16. Some proponents also believe that country-by-country reporting would be useful to help 
protect the tax base in less developed countries, whether by encouraging more efficient tax 
collection by governments or more compliant behaviour by MNEs. However, this opinion is not 
necessarily shared by other interest groups. Country-by-country reporting, the latter argue, could 
give rise to misleading inferences as to the performance of governments or taxpayers, in that the 
data will reflect a combination of multiple factors, including national tax policies, tax exemptions 
and, possibly, tax avoidance by some firms, without an objective basis to distinguish the effect of 
each of these factors. 

17. Some proponents argue further that tax minimisation techniques, even if legal, may well 
not be ethical. In their view, corporate social responsibility should be guided by a higher standard 
and public disclosure of information would help achieve this and indicate which aspects of the 
law may need to be strengthened or amended. Others suggest that the wish to hold taxpayers to 
account to standards other than their legal obligations puts in doubt the fundamental concept of 
the rule of law.  

18. There was no full consensus within the Drafting Group on this latter issue, so it was 
decided that the pros and cons of greater transparency would be analysed in terms of its effects in 
holding government and corporate taxpayers to account with respect to existing standards, 
including in particular the arm’s length principle reflected in the OECD and UN Model Tax 
Conventions and the OECD Transfer Pricing Guidelines which those Conventions reference.    

19. Regarding possible alternative forms of disclosure, a number of options were considered. 
For example, to the extent that the objective is focused on ensuring governments are held 
accountable for the revenues they collect, disclosure of the value of payments to those 
governments would be the most relevant. An analysis of the strengths and weaknesses of the EITI 
experience provides some insight into the value of that approach. In this connection, the Drafting 
Group considered voluntary versus compulsory disclosure of information, general versus 
individual targeted business sectors, the extent to which disclosure requirements might be 
circumvented through redirecting payments to third parties, and what might be expected from 
the recently enacted US Dodd-Frank Act.  

20. To the extent that the objective is to hold corporations to account, it was acknowledged 
that the required disclosure would probably need to be more complex, because simply reporting 
the amount of tax paid would not reveal whether the amount of tax due had been paid. The 
potential benefits, as well as the potential shortcomings and risks, of reporting both corporate tax 
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payments and profits on a country-by-country basis were noted. One example of an NGO 
proposal for a very detailed country-by-country reporting regime was described, together with a 
number of issues that would need to be addressed in any attempt to implement that sort of 
regime. Some consideration was given to whether there would be a minimal course of action that 
could be beneficial, assuming that public scrutiny has a specific and complementary role to the 
enforcement done by tax authorities.  

21. Currently, international accounting standards do not require listed multinational 
enterprises to disclose their financial data on a country-by-country basis. MNEs’ annual reports 
typically disclose their financial information on a worldwide consolidated basis. Whilst some 
countries require public filing of unconsolidated statutory accounts of local subsidiaries of MNEs, 
more investigation would need to be done to determine how widespread and useful that potential 
source of existing data may be. 

22. The question of how public country-by-country financial information on multinational 
corporations could directly help tax authorities do their enforcement work in less developed 
countries was also considered. The potential difficulty of obtaining the information through other 
channels and the potential usefulness of the information for risk assessment purposes by tax 
administrations were noted, along with the caveat that the reported data might not show 
compliance with the arm’s length standard. 

23. It was acknowledged that consideration would need to be given to the financial and 
other costs of increased public disclosure in relation to the potential benefits. These could include 
the costs of compiling data not already required to be compiled, the costs of having those data 
audited, possible reputational and competitiveness costs of releasing detailed data and of 
addressing misinterpretations of those data, as well as the question of possible effects (positive or 
negative) on tax compliance . 

24. In terms of potential mechanisms for requiring disclosure, there was some discussion of 
either a proposed change in international accounting standards or a reference in the OECD 
Guidelines for Multinational Enterprises, and voluntary disclosure was also mentioned. A review 
of the IASB’s recent consultation regarding a possible new standard for the extractive industry 
revealed that the type of disclosure discussed here was probably not sufficiently compatible with 
the scope and objectives of financial reporting. It was also acknowledged that the voluntary 
nature of the OECD Guidelines for Multinational Enterprises, as well as the impracticality of 
incorporating any specific form of reporting into them, meant that there was also little likelihood 
that they could serve as a vehicle, at least on their own, for introducing any specific reporting 
regime. 

25. The document prepared by the Drafting Group does not attempt to answer all these 
questions.  Rather, it identifies issues which could be taken up by the Task Force in the context of 
future work.  

Proposals for consideration of the Task Force 

26. This proposal includes two areas for possible future work; first, further research on the 
linkages between transparency and tax compliance and integrity to inform possible policy 
decisions, and second, a more in-depth review  of existing or potential new measures to further 
transparency.  

a) The linkages between transparency and compliance  
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How costly is it for LDCs to obtain information?  It has been argued that country-by-country 
reporting by multinational corporations could contribute significant and useful information 
for governments in LDCs to enforce tax obligations (including risk analysis), which otherwise 
it would be very difficult for them to obtain, if obtainable at all.  Further research could 
establish what information developing countries can obtain and through what means, and 
what other information country-by-country reporting could provide which would be 
specifically beneficial to LDCs.   

How costly would it be for MNEs to provide the information? It is unclear to what extent 
information used by companies to prepare their financial reports is based upon principles 
which overlap with, or differ from, the principles that would be relevant to preparing 
country-by-country reports of the type that would be useful for tax purposes. To the extent 
the principles differ, the additional cost of preparing reports under the different principles is 
uncertain. Further work could be done to survey and analyse this issue in greater detail. 

Confidentiality and compliance. Greater transparency was argued by proponents to have a 
positive effect on tax compliance while opponents cited the potential negative impact.  Once 
again, further work evaluating empirical evidence on different standards of government 
confidentiality could be analysed to identify best practices in this area.  

Tax administration. Transparency could have a potential positive impact on the way in which 
tax administrations manage discretionary tax provisions which could harbour non-public tax 
privileges. Countries have different rules on transparency on state concessions to private 
firms, and on the issuing of APAs and private rulings.  Further work could focus on best 
practices in this area.    

Should the extractive sector be the only area for consideration or should it be a priority but 
with a possible read across to other sectors? There is an assumption that less developed 
countries rich in mineral resources and thus highly dependent on the extractive industries 
are particularly vulnerable to corrupt practices. Empirical research could provide a basis for 
establishing if EITI-type initiatives may be potentially applicable to other business sectors. 

b) Evaluation of mechanisms to promote transparency 

Instruments to deliver greater transparency. The OECD develops international standards 
and codes of conduct, which are adopted by its member countries and many non-member 
countries as well.  It identifies best practices among member states and promotes the 
exchange of experiences. The existing Guidelines for Multinational Enterprises have a 
chapter on transparency, which could be updated if a specific international agreement on 
transparency can be achieved. Future work could explore the possibility of other policy 
instruments to deliver greater transparency, including possible expansion of the EITI or 
Dodd-Frank beyond extractive industries and the potential sufficiency of voluntary 
standards.  

Legally mandated disclosure of local statutory accounts. In some countries it is a legal 
obligation for privately held companies to disclose their statutory accounts. Further work 
could investigate how widespread this requirement is, especially in less developed countries, 
and identify best practices. It could evaluate the cost of implementing these best practices in 
less developed countries and what kind of financial and technical assistance would be 
required to enable developing countries to put registry systems in place. Alternatively, the 
possibility of a specific international standard on the public filing of accounts and reports of 
privately held companies could be explored. 
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Interaction with other initiatives. Both the IASB and the EU are considering country-by-
country reporting within their own jurisdictions and both participate in the Sub-Group.  The 
Task Force could propose more coordinated work.   

Voluntary disclosure of local statutory accounts. A further approach to country-by-country 
disclosure of financial data is to explore the possibility of MNEs voluntarily disclosing on 
their websites the statutory accounts of all their (non-listed) subsidiaries. This may be 
effective in providing a large amount of financial information on a country-by-country basis, 
so work could be done to establish what mechanism might be used to encourage such 
disclosure.  
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