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Abstract: Two-Pillar solution that aims to address the major challenges in 
international taxation and promote tax cooperation has received mixed response 
from the countries. In particular, varying policy interests of countries and 
complexities in implementation especially concerning revenue allocation and 
thresholds for multinational entities remain contentious. This paper attempts to 
capture the nuances relating to adoption of Two-Pillar solution as a framework 
by countries and the specific concerns with respect to its implementation. As 
BRICS countries are the leading emerging market and developing economies, 
the paper focuses on the issues relating to adoption and implementation of 
Two-Pillar solution in BRICS countries. Our analysis of the literature on the 
subject highlights both the benefits and limitations of the Two-Pillar solution, 
and lists some of the reform fields such as reducing the revenue threshold for 
in-scope entities, increasing residual profit reallocation, among others.
Keywords: International Taxation, Two-Pillar Solution, BRICS, Tax avoidance, 
Base Erosion

Background
Digital transformation spurs innovation generates efficiency and improves 
service delivery while boosting more inclusive and sustainable growth 
and enhancing well-being. At the same time, the breadth and speed of 
this change brings challenges in many policy areas, including taxation. 
The International Taxation framework of 1920s endorsed by the Financial 
Committee of the League of Nations, which is still referred, is unfit in 
today’s era of digitalisation and globalisation. The use of this 100-year-old 
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framework for determining where profits are to be taxed were suitable 
for goods mostly being traded physically, when international trade had 
relatively less share of GDP and global value chains were not complex 
(Nersesyan 2021). Unlike those days, in present global economic scenario 
two major problems arise relating to the existing international tax rules: 
firstly, profits of a foreign company can only be taxed in another country 
where it has a physical presence and secondly, most countries only tax 
domestic business income of Multinational Enterprises (MNEs), but not 
foreign income under the assumption that foreign business profits will 
be taxed where they are earned. This gives companies an opportunity to 
shift tax bases to jurisdictions (tax haven countries) which impose little 
to no tax and thus avoiding taxes (OECD 2021).

OECD estimates that corporate tax avoidance costs range between 
US$100-240 billion annually or 4-10 per cent of global corporate 
income tax revenues with developing countries being disproportionately 
affected.1 In fact, the cost of tax avoidance almost equates to US$100 
billion commitment of climate financing by the developed countries 
to developing countries annually under COP15 as reiterated by the 
Paris Agreement. Post-COVID-19, the world has been grappling with 
geopolitical challenges, sustaining livelihood, economic recovery, 
uneven growth across countries, growing inequality and unequal debt 
burden. In addition, many developing countries are facing financing 
gaps for achieving SDGs. In view of this financial constraint, leakages 
of financial resources via tax evasion, tax avoidance and illicit financial 
flows would be detrimental to sustainable development of countries. As 
of 2024, only 16 per cent of countries are on track to achieve SDGs by 
2030 with an alarming 84 per cent of countries showing limited, even 
reversal in SDGs progress (Sachs, Lafortune and Fuller 2024). Notably, 
US$2.5-4 trillion would be required to close the financing and investment 
gaps (DESA-FSDO 2024). 

Tax revenue remains a critical and sustainable source for the 
governments to fund various development programmes. In fact, 
predictable trend of tax revenues brings certainty to policy decisions 
and reduces the reliance on international assistance and contributes to 
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debt repayment, enhancing resilience to external shocks. While it is 
desirable to have higher tax revenue, tax collection rate in developing 
countries has been low, hovering between 15 to 20 per cent of GDP; 
compared to an average of 34 per cent in OECD countries in 2023. This 
pattern of tax collection falls short of the levels required to provide basic 
services and invest in SDG targets like poverty eradication, climate 
action, and environmental protection (UNDP 2024). As public finances 
continue to remain strained after the pandemic, there is an urgent need 
for international cooperation to ensure that the world’s largest and most 
profitable MNEs pay their fair share of tax in the market jurisdictions 
where their customers are located.

Reforming the international tax system to address the challenges 
arising from the digitalisation of the economy and restoring stability in 
international taxation has been the core priorities for the international 
community. On this front, as part of OECD/G20 Inclusive Framework 
(IF) on Base Erosion and Profit Shifting (BEPS)2 has devised a Two-
Pillar Solution where Pillar One focuses on fairer distribution of profits 
and reallocation of taxing rights to market jurisdictions (expected to be 
developing countries), and Pillar Two puts a floor on tax competition 
on corporate income tax through the introduction of global minimum 
corporate tax rate. Further, OECD estimates that under Pillar One, 
taxing rights of US$200 billion of profits could be reallocated to market 
jurisdictions annually with an annual global tax revenue gain between 
US$13-36 billion (based on 2021 data). With respect to Pillar Two, the 
global minimum tax rate of 15 per cent is estimated to generate US$ 220 
billion or 9 per cent of global corporate income tax revenues annually.3 
Additionally, stabilisation of international tax system and increased tax 
certainty for taxpayers and tax administrations are the major benefits that 
OECD hopes to achieve via the Two-Pillar solution.

Various G20 presidencies have also shown their commitment for the 
swift implementation of OECD/G20 Two-Pillar international tax package. 
For instance, the Russian G20 Presidency in 2013 addressed the issues of 
BEPS, tackling tax avoidance, promoting tax transparency and Automatic 
Exchange of Information, and facilitated the establishment of G20/OECD 
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BEPS project. Subsequently, the G20 presidencies of China (2016), Saudi 
Arabia (2020) and India (2023) continue to emphasize on promoting 
global cooperation for fair, sustainable and modern international tax 
system. The Brazilian G20 Presidency in 2024 reiterated the grouping’s 
commitment towards international tax cooperation through the OECD/ 
G20 IF on BEPS as stated in Ministerial Declaration on International Tax 
Cooperation. Likewise, the BRICS countries have deliberated upon the 
international taxation at a greater length. In fact, past BRICS chairships 
have called for tax cooperation and their commitment to minimise 
leakages due to tax evasion, tax avoidance and illicit financial flows.

Against this backdrop, this paper seeks to examine the problems with 
current international taxation in view of the rapid pace of digitalisation 
and consequent growth of digital economy. In particular, it highlights 
the key features of OECD/G20 Two-Pillar solution for promoting 
international tax cooperation with specific emphasis on BRICS countries, 
associated challenges and issues raised in its adoption by developing 
countries.

Challenges in International Taxation 
Taxation has been a contentious policy issue for the countries worldwide 
for decades resulting in loss of precious resources. Although the severity 
of tax evasion, tax shifting, inefficiency in tax administration, etc., are 
known, unfortunately there has been sluggish progress in the international 
taxation framework in addressing these issues. In other words, the desired 
pace of reform in international taxation is seriously lacking which, in 
turn, makes it inadequate and ineffective to deal with the emerging issues. 

Among many other issues, jurisdiction of tax often surfaces 
prominently. When a business venture crosses national borders, the 
question of where the resulting earnings are taxed arises. In principle, 
there are three possible methods to allocate taxation rights among multiple 
jurisdictions: (i) Source country - the country where production takes 
place; (ii) Residence country - the country where a corporation tends to 
be located; and (iii) Destination country - the country where actual sales 
take place. The key role of international tax architecture is to allocate 
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taxing rights between jurisdictions to prevent potential conflict over 
taxation of certain activities and under taxation other businesses activities 
(Nersesyan 2021).

 The League of Nations’ “1920s compromise” established the 
basis for the present international taxation system. The “compromise” 
assigns the primary right to tax active business income to the “source” 
country, while passive income such as dividends, royalties, and interest 
to the “residence” country, where the entity or person that receives and 
ultimately owns the profit resides (Nersesyan 2021). Consequently, 
when the activities cross borders, certain factors must be considered 
including where the income should be taxed; the type of income that 
needs to be taxed (passive versus active); location of the income source; 
the residences of the parties involved; and most importantly, whether 
the activity has enough ties to the source country (or “nexus”), among 
others (Vann 1998).

Before the vast development of Information and Communication 
Technologies (ICTs), businesses were conducted by the usual “Brick and 
Motor” shops, factories or similarly physical fixed entity within a country’s 
geographical boundaries. This presence of physical entity is called the 
“Permanent Establishment”, and the concept was institutionalised in 
1920s (Kurian 2022). Thus, “1920s deal” overlooked the markets where 
the goods are consumed, favouring developed economies as production 
units were mostly established in those countries during the 18th and 19th 
century industrial revolution. This model of international taxation faced 
little to no contestation throughout the 20th century with many policy 
makers deeming corporate tax avoidance as unproblematic or considered 
the costs of restraining it to be too expensive (Mason 2020).

Although this system continues to remain in practice, it faced its own 
challenges. One of the challenges faced was rise in double taxation treaties 
in 20th century due to sovereignty concerns and increased complexities 
associated with those, averting multilateral solutions in international 
taxation (Kurian 2022). This led to increase in tax competition leading 
to erosion of tax base as countries started giving tax incentives to attract 
capital to boost economic growth. Further, it allowed MNEs to boost the 
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practise of profit shifting by allocating to low tax jurisdiction or ‘Tax 
Haven’. Johannesen, Thomas and Wier (2020) observe high negative 
correlation between MNEs tax avoidance and economic development 
implying the consequences of resource leakage especially for developing 
countries facing fiscal constraints.

With rapid spread of ICT applications across sectors in the 21st 
Century, profit shifting by MNEs to tax haven countries becomes easier 
due to increase in owning of intangible assets (i.e. valuable assets of 
business which have great mobility), providing opportunities to MNEs 
to further engage in tax avoidance. Ting and Gray (2019) noticed similar 
phenomenon of choosing locations for maximising tax avoidance very 
different from choosing locations with purpose of value creation. Thus, 
as digital economy continues to grow, more economic activity is going to 
shift to online platforms. Goods such as books, DVDs and music, which 
were once purchased as hard copies, are now available in online formats. 
Advanced digital technologies have greatly boosted cross-border supply 
of such services. For example, Netflix can streamline movies for its 
viewers without being physically located in the jurisdictions. Similarly, 
Airbnb does not need to own real estate to delivery its respective services 
(Ovonji-Odida, Grondona and Chowdhary 2022).

 The inherent problems with international taxation rules coupled 
with digitalisation has led to huge amount of profit shifting and illicit 
financial flows to tax haven countries. During 1975-2019, there was a 
remarkable increase in profit shifted to tax heaven countries, with close 
to US$1 trillion (40 per cent of MNE profits) in 2019 alone (Wier and 
Zucman 2022). Also, there are evidences of misalignment between the 
locations where profits are reported and the location where economic 
activities occur, although reducing (OECD 2024). Median revenue per 
employee in investment hubs4 are US$1,638,000 whereas in high-, 
middle- and low-income jurisdictions the same are US$ 504,000, US$ 
210,000 and US$ 226,000 respectively. MNEs also report high share of 
profits (18 per cent), compared to share of employees (4 per cent) and 
tangible asset (12 per cent) in investment hubs. It is important to note 
that a variety of factors can be driving these figures, notably given the 



7

significant economic turbulence in recent years due to pandemic but 
strongly indicate the incidence of BEPS behaviour (OECD 2024).

Two-Pillar Solution
The Two-Pillar solution developed by the OECD/G20 IF seeks to 
provide solution to the issues of taxation of highly globalised economy, 
particularly digital economy.5 This framework often referred to as BEPS 
2.0, consists of two distinct but interrelated pillars/components: Pillar One 
and Pillar Two. Pillar One seeks to ensure that a fair share of profits and 
taxing rights is allocated to market jurisdictions where MNEs generate 
revenue, regardless of their physical presence. Pillar Two aims to ensure 
that MNEs pay a minimum level of tax on their income thereby preventing 
profit shifting to low-tax jurisdictions. The key features of Two-Pillar 
solution are presented in Table 1.

The Two-Pillar solution represents a significant shift in international 
tax policies, particularly how profits are allocated and taxed in the context 
of digital economy. By reassigning taxing rights to market jurisdictions 
and introducing a global minimum tax, the OECD/ G20 IF aims to create 
a more equitable and stable international tax framework that addresses 
the challenges posed by digitalisation and profit shifting.

As per the outcome statement on the Two-Pillar Solution by OECD 
on 11 June 2023, over 50 jurisdictions have taken steps towards 
implementation of the global minimum tax framework under Pillar 
Two. However, despite intense negotiations and the extended deadlines 
of 30 June 2024, the OECD could not achieve consensus on Pillar One. 
The main hurdles have been geopolitical and economic disagreements 
among member countries of the OECD/G20 IF.6 Further, which specific 
companies should fall under the new taxing rights and whether these 
rules could potentially discriminate against certain groups of companies, 
particularly those based in the United States, remained difficult ones. 
Moreover, disagreements on the technical details of the profit allocation 
and nexus rules are making it more difficult to reach a consensus 
agreement. The failure to secure global consensus would have significant 
implications for the international tax landscape as it leaves gaps in digital 
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Pillar One
 (Reallocation of Taxing Rights)

Pillar Two 
(Global Minimum Tax)

•	Scope: Applies to large MNEs with 
global revenues exceeding €20 billion 
and profitability above 10 per cent. 
The threshold may be adjusted to €10 
billion based on implementation success 
(Amount A) post seven years of its 
implementation.
•	New Nexus Rule: A special purpose 

nexus rule allows market jurisdictions 
to tax MNEs if they derive at least €1 
million in revenue from that jurisdiction 
(or € 250,000 for smaller jurisdictions 
i.e., jurisdiction having GDP lower than 
€ 40 billion).
•	Profit Allocation: 25 per cent of the 

residual profit (defined as profit exceeding 
10 per cent of revenue) will be allocated to 
the market jurisdictions with nexus using 
a revenue-based allocation key.
•	Revenue Sourcing: Revenue will be 

sourced to the end-market jurisdictions 
where goods or services are consumed.
•	Removal of Digital Services Taxes 

(DSTs): Countries are committed to 
not imposing new DSTs and to remove 
existing ones in alignment with the 
implementation of Pillar One.
•	Elimination of double taxation and Tax 

Certainty: Double taxation of profits 
allocated to market jurisdictions will 
be relived using either the exemption 
or credit method. In scope MNEs will 
be benefit from dispute prevention 
and resolution mechanisms which will 
avoid double taxation for Amount A, 
including all issues related to Amount A 
(e.g. transfer pricing and business profits 
disputes).

•	Global Anti-Base Erosion 
(GloBE) Rules: These rules 
consist of two main components:

•	Income Inclusion Rule 
(IIR): Imposes a top-up 
tax on the parent entity 
for low-tax income of its 
subsidiaries.
•	Undertaxed Payment Rule 

(UTPR): Denies deductions 
or requires adjustments for 
payments made to low-taxed 
entities.

•	Minimum Tax Rate:   A 
minimum effective tax rate of 
15 per cent applies to MNEs 
with consolidated revenues 
exceeding €750 million. If an 
MNE's Effective Tax Rate (ETR) 
in any jurisdiction is below this 
threshold, it must pay a top-up 
tax to make up the difference.
•	Subject to Tax Rule (STTR): 

Thi s  ru l e  a l l ows  sou rce 
jurisdictions to impose limited 
taxation on certain high risk 
deductible payments such as 
(interest, dividends, royalties 
etc.) that are taxed below the 
minimum rate of 9 per cent.
•	Implementation: The GloBE 

rules are designed to be adopted 
by jurisdictions in a coordinated 
manner, allowing for flexibility 
in domestic law while ensuring 
consistency in outcomes.

Table 1: Features of Two-Pillar Solution

Source: Author Compilation from (OECD 2021).
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taxation regulation and creates an uncertain environment for MNEs 
operating in multiple jurisdictions.

Two-Pillar Solution in BRICS Countries
Apart from Ethiopia and Iran, all the other eight member countries of 
BRICS are member of the OECD/ G20 IF on BEPS as of 28th May 2024. 
As of 9 June 2023, all the BRICS countries that are part of OECD/G20 IF 
have agreed to 8th October 2021 Statement on Two-Pillar Solution. The 
ongoing work of OECD/ G20 IF is led by 24 Steering Group members. 
The original BRICS members are part of the steering group. China is 
the Deputy Chair with other four countries (Brazil, India, Russia and 
South Africa) being the BEPS associates. On 12 July 2023, the OECD 
published a Press Release and Outcome Statement following the 15th 
plenary meeting of the IF, which took place in Paris on 10-11 July 2023, 
and on 17 July 2023 a package of documents included: (i) agreed text for 
the Pillar Two STTR; (ii) the contents required in the Pillar Two GloBE 
Information Return; and (iii) further Pillar Two GloBE Administrative 
Guidance.7 Among the BRICS members that are part of Two-Pillar 
jurisdictions, Russia has not approved the statement. South Africa and 
the UAE were the only BRICS members that have provided pathways 
towards implementation of Pillar Two solution.

South Africa in February 2024 Budget announced Pillar Two rules, 
in the form of an Income Inclusion Rule (IIR) and Domestic Minimum 
Top-up Tax (DMTT), which will come into force in South Africa for 
fiscal years starting on or after 1 January 2024.8  The IIR applies to MNE’s 
headquartered in South Africa with a consolidated turnover exceeding 
€750 million (approximately R15.3 billion). The top-up tax is payable to 
the South African Revenue Service (SARS) rather than the jurisdiction 
where the low tax rate applies, ensuring that South Africa retains tax 
revenue from its MNEs. DMTT complements the IIR by ensuring that 
MNEs operating in South Africa pay a minimum effective tax rate on 
their South African profits. The introduction of the DMTT is expected 
to secure additional tax revenue for South Africa, as it prevents the loss 
of potential tax revenue that would otherwise be collected under the IIR 
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in the parent company’s jurisdiction. However, first tax returns under 
this framework would only be due by 30 June 2026 allowing time for 
businesses to adapt to the new regulations. The South Africa Budget 2024 
also included an estimated revenue of R8 billion from the proposals in 
2026-27 fiscal year, although no estimation details were provided and 
likely to be insignificant compared to total budget tax revenue.9

Ministry of Finance (MoF) of UAE announced that the Pillar Two 
rules will not be implemented in 2024. The MoF on 15th March 2024 
launched a digital public consultation on the Pillar Two rules based on 
the OECD Model Rules. The goal of this consultation was to gather the 
views of stakeholders with respect to the potential policy design options to 
respond to the implementation of the GloBE Rules.10 Qualified Domestic 
Minimum Top Up Tax (QDMTT) will be introduced in 2025.11

It is important to note that the effective average tax rate is between 
18.59 per cent (Saudi Arabia) and 32.53 per cent (Brazil) which is higher 
than the global minimum tax rate of 15 per cent as mentioned under Pillar 
Two statement (OECD 2024). Thus, it is possible that implementation of 
Pillar Two among the BRICS countries may not generate additional tax 
revenue or altogether reduce the Corporate Income Tax (CIT) revenue 
compared to previous periods.

Table 2: Implementation Status of Pillar Two for BRICS countries

Country Member of 
OECD/G20

IF on BEPS

Steering 
Group 

Member?
If yes, role?

Pillar Two Status

Brazil Yes Yes, BEPS 
Associate

Draft Bill of Law for Income 
tax reform intended to be 
presented by 2025.

Russia Yes Yes, BEPS 
Associate

No public announcement for 
its implementation.

India Yes Yes, BEPS 
Associate

Announcement of a panel to 
be formed.

China Yes Yes, Deputy 
Chair

No public announcement for 
its implementation.

Continued...
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S o u t h 
Africa Yes Yes, BEPS 

Associate

Draft Legislation published 
on 21 Feb 2024 on draft 
GMT Bill and draft GMT 
administration Bill for public 
comment

UAE Yes No

MoF released GMT Public 
Consultation on March 
15, 2024 to gather views 
of stakeholders w.r.t the 
potential policy design 
options for GloBE Rule 
implementation

S a u d i 
Arabia Yes No

Pillar Two plan announced, 
however no date of draft 
legislation provided yet.

Egypt Yes No No public announcement for 
its implementation.

Ethiopia No No No public announcement for 
its implementation.

Iran No No No public announcement for 
its implementation

Source: Compiled form Various Sources.

Challenges in Two-Pillar Solution Adoption  
It is reasonably clear that not all countries are in consensus with Two-
Pillar solution. Around 50 jurisdictions have shown commitment 
towards Pillar Two implementation, including three countries of BRICS 
(Brazil, South Africa, and UAE) have made public announcements of 
implementing Pillar Two. Some of the major observations are as follows:

•	From the historical perspective, the negotiations and terms of 
international tax system has always been dictated by the developed 
economies. The OECD/G20 IF is no different. Once the OECD’s 
harmful tax practices transformed into the OECD BEPS project 
in 2013, the EU started to exert its influence more effectively than 
before (Kurian 2022).

Continued...
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•	Lower Middle-Income Countries (LMICs) have expressed 
frustration and concern about various inequities embedded in the 
OECD/ G20 IF deal leading to non-signing by Sri Lanka, Kenya, 
Nigeria and Pakistan. In fact, developing countries have been 
under constant pressure to sign the deal like in the case of Namibia 
which got blacklisted by EU from 2016 to 2018 as non-cooperative 
territory for tax purposes because it did not heed to the OECD 
guidelines (Kurian 2022).

•	Double Edge sword by High Income Countries (HICs) as (i) 
failure of providing low cost, sufficient and sustainable financing 
to developing countries. In 2023, apart from five developed 
countries12	meeting the ODA target of 0.7 per cent set by UN 
General Assembly (UNGA) in 1970, most of them fece short; (ii) 
Failure to cooperate with developing countries as the current Two-
Pillar Solution greatly benefits the G7 and wealthier countries.

•	There has been a failure by high-income countries to live up to their 
collective promises to double Domestic Resource Management 
(DRM) funding, while at the same time refusing to use the IF deal 
to close global loopholes in ways that meaningfully benefit DRM 
in the Global South.

Building on these discussions, we have further identified the issues 
based on 8th October 2021 Statement on Two-Pillar Solution on taxing 
the digital economy by OECD (see Table 3) 
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Summary and Conclusion
Developing countries, especially the low-income countries, are facing 
multiple economic challenges such as rapid inflation, food insecurity, 
mounting debt, and geopolitical uncertainty. IMF estimates that low-
income countries need an additional US$440 billion of financing through 
2026 to put them back on a growth trajectory that converge with the 
advanced economies.20 Robust tax collection can help countries mobilise 
resources for domestic financing. The OECD/G20 IF deal can be deemed 
a once-in-a-generation reform to increase domestic resource management 
for LMICs. The process began in 2013, but the final deal represents the 
lowest possible outcome for most of the jurisdictions. Not achieving 
consensus in the adoption of Pillar One among member jurisdictions 
and just over 50 jurisdictions planning to implement Pillar Two does 
not provide a healthy regime. As highlighted previously, the Pillar Two 
disproportionately benefits developed countries, as most in-Scope MNEs 
headquarters are in developed countries and OECD countries have better 
negotiation power in international tax matters. 

The BRICS, comprising leading emerging markets and developing 
economies, accounting for nearly half of the world’s population (46 per 
cent as of 2022), should provide a solution for Pillar Two, aligning with 
other developing countries priorities. In fact, IMF expects that the gap 
between G7 and BRICS is set to widen further due to robust economic 
growth, forecasting BRICS will account for 37.6 per cent of World GDP 
in PPP compared to G7 (28.2 per cent).21Thus, the BRICS (specifically 
BRICS tax heads) and ATAF should cooperate and provide alternative 
amendments or solutions to the Two-Pillar Solution for driving a better 
future deal in the realm of international taxation. 

Some measures that should be considered for smoother adaptation for 
Two-Pillar Solution, especially for developing countries, are as follows

	 Sign Pillar One post amendments or else look for other international 
mechanisms to capture and redistribute revenues for development

	 Pillar One can work for developing countries if developed countries 
agree to give up their taxing rights and redistribute revenues to 
developing countries. As discussed, various impact assessments 
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reports suggest that profit reallocation with removal of DSTs may hurt 
developing countries resources further. Some of the amendments can 
be: (i) to reduce the In-Scope MNEs from €20 billion to €10 billion 
as suggested by Nigeria, (ii) increase the rate of residual profits by 35 
per cent at least as suggested by Oxfam, (iii)  increase the conditions 
that can be reviewed post seven years, (iv) allow developing countries 
to have certain unilateral measures for out-of-scope MNEs (like DSTs 
or equivalisation levy), and (v) Broaden the in-scope MNEs to include 
regulated financial services that are out of scope. 

	 Comprehensive Review and appropriate impact assessment of Pillar 
Two

	 Developing countries need to call for a pragmatic approach of having 
a comprehensive review mechanism, as presently Pillar Two does not 
have review mechanisms. Countries that are yet to join Pillar Two need 
to put forward their condition of having a review mechanism in place 
before signing. As the Global South are emerging as key dominant 
market for the Global North MNEs, they can leverage this position to 
negotiate to meet these crucial key demands necessary for domestic 
resource management.

			  Although in 2023, the Effective Tax Rate (ETR) fell by one 
percentage point compared to the previous year, the average ETR across 
90 jurisdictions remains to be 20.2 per cent which is 5 percentage points 
higher than what the global effective minimum tax rate is envisaged 
to be (OECD 2024). The global effective minimum tax rate should be 
revised to at least 20 per cent, allowing flexibility to lower and retain 
tax revenue share by LMICs to capture key economic markets and to 
move towards a convergent path of economic development.

			  A clear and comprehensive cost-benefit analysis that assesses 
revenue gain from other international taxation mechanisms, such as 
Article 12B of the UN Model Tax Convention and unilateral measures 
such as DSTs, may be undertaken. The assessment should account for 
different levels of residual profits (20 per cent, 25 per cent, 30 per cent 
and 35 per cent), consider in scope MNEs at different levels for both 
Amount A and Amount B, take different levels of minimum ETRs, and 
provide country wise cost-benefit analysis.
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	 Shift the negotiation from OECD to UN 22

	 For the sake of harmonising the international tax rule making system 
and to bring all countries to the same table, served by a neutral 
secretariat, it is essential that the longstanding G77 demand for a UN 
intergovernmental tax body be implemented. This will allow to reduce 
the influence exerted by OECD countries on reviewing the existing 
mechanisms in international taxation.

Endnotes
1	 OECD (https://www.oecd.org/en/topics/policy-issues/base-erosion-and-profit-

shifting-beps.html)
2	 OECD/ G20 IF on BEPS relates to tax planning strategies that MNEs use to 

exploit loopholes in tax rules to artificially shift profits to low or no-tax location 
as a way to avoid paying taxes

3	 See OECD (2023)
4	 Jurisdictions that attract an above-average share of global investments are referred 

to as ‘investment hubs’ i.e. countries whose FDI stock exceeds 150% of GDP.
5	 See OECD (2021)
6	 See Denton (2024) 
7	 See 11 July 2023 outcome statement on Two Pillar solution. (https://www.oecd.

org/tax/beps/outcome-statement-on-the-two-pillar-solution-to-address-the-tax-
challenges-arising-from-the-digitalisation-of-the-economy-july-2023.pdf)

8	 Refer PWC Pillar Two country tracker (https://www.pwc.com/gx/en/services/
tax/pillar-two-readiness/country-tracker.html)

9	 See Warneke (2024)
10	 See wts global, Pillar Two - Implementation Status Worldwide (https://wts.com/

global/hot-topics/pillar-two/pillar-two-implementation-status-worldwide)
11	 UAE together with the OECD hosted a Pillar Two Regional Forum where it was 

confirmed that the UAE won’t implement Pillar Two rules in 2024. Instead, a 
QDMTT might be introduced.

12	 These are Norway (1.09%), Luxembourg (0.99%), Sweden (0.91%), Germany 
(0.79%) and Denmark (0.74%). On average, DAC members only reached 0.37% 
GNI. The US, Japan and the UK recorded the largest increases in absolute terms. 
(Refer, https://devinit.org/what-we-do/news/new-aid-data-highlights-ongoing-
global-challenges/) 

13	 Why Kenya and Nigeria haven’t agreed to global corporate tax deal. (https://
qz.com/africa/2082754/why-kenya-and-nigeria-havent-agreed-to-global-
corporate-tax-deal )
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14	 ibid.
15	 See Ndajiwo and Nyamudzanga (2021)
16	 ATAF communication (12 July 2023) on OECD OECD/G20 Inclusive Framework 

Releases Outcome Statement on the Two-Pillar Solution – What Does this Mean 
for Africa? (https://www.ataftax.org/oecd-g20-inclusive-framework-releases-
outcome-statement-on-the-two-pillar-solution-what-does-this-mean-for-africa)

17	 See Cobham (2021)
18	 Refer Malamis and Cai (2021)
19	 Supra, pt 16.
20	 See IMF (2023)
21	 Refer Afota, et al. (2024)
22	 Progress has been made in this effort. The latest 16th BRICS summit 2024 

(Kazan Declaration) welcome the UN General Assembly resolution 78/230 on 
Promotion of inclusive and effective international tax cooperation at the United 
Nations. BRICS (2024)
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