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BEPS Action 1 Report

 Delivered to G20 Finance Ministers in  
October 2015 as part of the BEPS Package

 Difficult, if not impossible, to ‘ring-fence’ 
the digital economy

 Good progress on VAT in relation to cross-
border digital services

 Lack of consensus on direct tax questions

 Unilateral measures expected

 Follow up planned for 2020
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2018 Interim Report

• Analysis of business models and value 
creation

• Implementation and impact of BEPS 
• Stocktake of unilateral measures adopted 

by countries 
• Long-term solutions
• Interim measures
• Impact of digitalisation on other aspects of 

the tax system
• Conclusion and next steps

3



Different tax challenges posed by 

digitalisation
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1. BEPS activities: activities based on intangibles; easily moveable to 
low tax jurisdictions

2. Countries’ ability to tax (= revenues) between countries based on 
physical presence in a jurisdiction

– Digital companies can have deep economic interaction w/o physical and 
hence, taxable presence in jurisdiction where they sell

– This may reduce taxing abilities for some countries



Common features of highly digitalised

business models and their tax implications

Cross-jurisdictional  
scale without mass

Reliance on 
intangible assets

Data and user 
participation

Impacting the distribution 
of taxing rights over time 
by reducing the number 
of jurisdictions where a 

taxing  right can be 
asserted over the business 

profits of an MNE

Significant progress under 
BEPS project, but often 

difficult to determine how 
to allocate income from 

intangibles among 
different parts of an MNE 

group 

If considered a source of 
value creation, could pose 

challenges, as such a 
concept of value creation 
is currently not captured 

by the existing tax 
framework
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Key concepts of international income tax systems

Nexus
Rules that determine 
jurisdiction to tax a

non-resident enterprise

Profit 
allocation

Rules that determine 
the relevant share of 

the profits that will be 
subjected to taxation
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Divergent perspectives

Countries’ views can be generally described as falling within three groups:

First Group Third GroupSecond Group

BEPS package has largely 
addressed double non-

taxation, but still too 
early to fully assess the 

impact. Generally 
satisfied with the 

existing tax system and 
do not currently see the 
need for any significant 

reform

User participation may 
lead to misalignments 

between where profits are 
taxed and where value is 
created.  This does not 

undermine the principles 
of the existing 

international tax 
framework. Only targeted 

changes needed

Digitalisation and 
globalisation of the 
economy present 

challenges to the existing 
international tax 

framework, BUT these 
challenges are not 

exclusive or specific to 
highly digitalised business 

models
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R
ev

ie
w

Undertake a coherent and 
concurrent review of the profit 
allocation and nexus rules that 
would consider the impacts of 
digitalisation on the economy, 
relating to the principle of 
aligning profits with underlying 
economic activities and value 
creation

So
lu

ti
o

n

Work towards a consensus-
based solution by 2020, with an 
update to be provided in 2019

Review of the key concepts

Members of the Inclusive Framework have agreed to:
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Interim measures

There is no consensus on the need for, or merit of, interim measures, and 
the report does not recommend their introduction

Countries considering the introduction of interim measures agreed on factors 
that need to be taken into account in designing such a measure:

• Temporary 

• Targeted (with focus on internet advertising and online intermediation services)

• Compliance with a country’s international obligations, including tax treaties, WTO & EU

• Minimising over-taxation

• Minimising impact on start-ups, business creation and small business more generally

• Minimising cost and complexity 
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TFDE 
Meetings2018 G20 

Update2019 Final 
Report2020

Timetable for delivery

• Test feasibility of technical options relating to profit attribution and nexus

• Monitor the impact of BEPS implementation and the introduction of any 
unilateral measures

• Explore opportunities and risks for tax policy and administration as a result 
of new technologies

10



Beyond international tax

Digitalisation affects the broader tax system, beyond the core 
international rules – for example:

• Gig and sharing economies impact on taxable status (e.g., from employee to self-
employed/incorporated)

• Need to improve taxpayer education about tax obligations as taxpayers move out of 
“pay as you earn” systems

• Opportunities for tax authorities to use digital tools to deliver better taxpayer service 
and to harness big data to enhance tax compliance

• Appropriate tax treatment of, and transparency risks raised by, crypto-currencies
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Tax & the changing nature of work

To the extent that different forms of employment
are taxed differently, there will be tax revenue consequences

• Forthcoming OECD work shows that non-standard work arrangements tend to 
generate less tax revenue / social contributions. Though the gig economy workforce 
is still small, it is growing rapidly and imparting hiring strategies to traditional firms
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Case 1 – Standard Employee

Firm

An employee is hired under a standard 
employment contract

She/he is typically liable for: 
• Personal income tax
• Employee social contributions

A firm hires a worker under a standard, 
employment contract. Labour cost 
typically consists of:

• Wage
• Employer social contributions

Case 2 – Independent Contractor

Firm

An unincorporated self-employed worker 
is hired as an independent contractor

She/he is typically liable for: 
• Personal income tax
• Self-employed social contributions

A firm hires an unincorporated self-
employed worker as an independent 
contractor. Labour cost typically consists of:

• Wage
• No employer social contributions



Use of digital technology to improve tax 

collection, administration and compliance

Digital technology also offers tools for governments 
to ensure the ongoing effectiveness of their tax systems

• Digitalisation facilitates integration into the formal economy, as many transactions 
previously carried out in cash are now mediated by platforms

• Platforms are increasingly reporting peer-to-peer transactions to tax authorities:

• The tax administrations of Estonia and Mexico have obtained information-sharing agreements from 
ride-sharing platforms; in Denmark, AirBnB has agreed to automatically report homeowners’ income

• Tax administrations are increasingly using algorithms to analyse taxpayer data

• Digital technology also aids the exchange of information between tax authorities
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The emergence of digital financial assets has 
raised a range of policy and administrative issues for tax officials

• What the appropriate tax treatment of digital financial assets?

• Which taxes? VAT/GST or sales tax; income tax (ordinary income or capital gain); or financial 
transaction taxes

• Digital financial assets may represent improvements in transparency, which could 
both aid tax compliance and lessen tax crime
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Taxation of digital financial assets



MORE INFORMATION

WEBSITE 
http://www.oecd.org/tax/ 

Follow us on twitter:  @OECDTAX

http://www.oecd.org/tax/

