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Submission to the HM Treasury Consultation 

CORPORATE TAX AND THE DIGITAL ECONOMY 

These comments have been prepared by the BEPS Monitoring Group (BMG). The BMG is a 

network of experts on various aspects of international tax, set up by a number of civil society 

organizations which research and campaign for tax justice including the Global Alliance for 

Tax Justice, Red de Justicia Fiscal de America Latina y el Caribe, Tax Justice Network, 

Christian Aid, Action Aid, Oxfam, and Tax Research UK. These comments have not been 

approved in advance by these organizations, which do not necessarily accept every detail or 

specific point made here, but they support the work of the BMG and endorse its general 

perspectives. They have been drafted by Sol Picciotto, with contributions and comments from 

Tatiana Falcão, Jeffery Kadet, Tommaso Faccio and Attiya Waris. 

We appreciate the opportunity to provide these comments, and are happy for them to be 

published. 

January 2018 

SUMMARY 

Despite the reforms recommended by the G20/OECD project on base erosion and profit 

shifting (BEPS), as well as the unilateral measures taken by the UK, the measures taken so 

far have only patched up existing rules. In our view fundamental reforms are needed. 

Digitalisation affects the whole economy, and many firms use multi-channel models, so there 

should not be a special regime for digital businesses. 

Hence, reforms of international tax rules should be based on the following principles: 

(i) neutrality between business models, both digital and non-digital, but also 

regardless of the extent or form of digitalisation, including multi-channel models; 

(ii) ending the advantages enjoyed by MNEs of amassing large untaxed earnings 

which can be used to fund their growth and so reinforce their dominant monopoly 

positions;  

(iii) adopting a new approach to taxation of MNEs which would treat them in 

accordance with the business reality that they operate as global firms, and applying 

clear, simple, and preferably standardized criteria for allocating their worldwide 
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profits to countries where they have a real business presence and away from countries 

where few or no activities take place. 

The UK should work for multilateral solutions on as wide a basis as possible.  Suitably 

designed short-term measures may be appropriate until such wide reforms are in scope, 

provided they are: 

(i) in line with the principle stated in the G20 Declaration on International Tax in 

2013 of taxing multinationals ‘where economic activities occur and value is created’; 

(ii) do not damage developing countries and emerging economies; and 

(iii) where possible taken in concert with other countries. 

1. INTERNATIONAL TAX IMPLICATIONS OF DIGITALISATION 

We agree with the Position Paper that, despite the reforms recommended by the G20/OECD 

project on base erosion and profit shifting (BEPS), as well as the unilateral measures taken by 

the UK, ‘there is still more to be done’. The measures taken so far have only patched up 

existing rules; in our view more fundamental reforms are needed. 

A central point which should guide consideration of this issue is that digitalisation affects the 

whole economy. The digital economy is not a distinct sector, although some firms and some 

sectors are more digitalised than others. To that end, it is not wise to ring-fence digital 

businesses, as seems to be suggested in Chapter 5 of the consultation paper. Doing so would 

be going against the principled approach agreed in the G20/OECD BEPS Project and in other 

international studies of the issue. Thus, the primary conclusion of the European 

Commission’s Expert Group on Taxation of the Digital Economy in its report of 2014 was 

that: 

‘there should not be a special tax regime for digital companies. Rather, the general 

rules should be applied or adapted so that “digital” companies are treated the same 

way as others’. 

This is especially important because many firms have adopted multi-channel business 

models. For example, retailers which now sell through web platforms backed by large 

warehouses also in many cases combine these with local outlets acting as showrooms and 

delivery points. Also, firms which operate businesses which have a physical presence in 

many countries, e.g. retailers such as Ikea or coffee shop chains such as Starbucks, link them 

together through digitally-controlled complex supply chains. A distinct form of taxation for 

digital sales would overlook the synergies in such business models.  

Digitalisation has exacerbated the unsuitability of international tax rules, accentuating the 

need to reform them. These rules were devised nearly a century ago, when 

telecommunication and air travel were in their infancy. Production was largely local or 

national, international trade was in physical products, and international capital flows 

consisted predominantly of portfolio investment (purchases by wealthy investors of bonds or 

equity stakes in foreign enterprises). In the past half-century, multinational enterprises 

(MNEs) have become ever more able to exercise centralised control and coordination over 

activities spread around the world, benefiting from the enormous improvements in 

communications to exploit economies of scale and locational advantages. They have also 

developed techniques of tax avoidance, taking advantage of tax preferences and loopholes in 

international tax rules, which remain rooted in national law and only loosely coordinated. In 

addition for developing countries that usually have a weak IT infrastructure the management 



3 

 

and control of the company is most likely to be in the more developed economies and again 

the same paradigm re-emerges. 

Digitalisation takes this much further, as it enables ‘virtual’ real-time communication, 

transforming both production and consumption, and their interaction – indeed, blurring the 

relationship between the two. These features are inter-related, and include:  

(i) products are dematerialised and in digital rather than physical form, e.g. books, 

music or advertising; hence they can be supplied to worldwide markets 

instantaneously; 3D printing will take this a further step, by moving from 

dematerialisation to rematerialisation; 

(ii) digitalisation also accelerates the shift towards the services economy, facilitating 

closer and more continuous relationships between suppliers and customers or clients, 

often based on subscriptions or retainers rather than one-off discrete sales; 

(iii) these closer links enable, and are strengthened by, the systematic gathering of 

data from customers or users (who may not be the same), e.g. about location and 

movements, consumption preferences, and friendship or professional contacts; 

(iv) users also actively contribute content, e.g. customer reviews, texts, photos and 

videos, which creates value for web platforms, e.g. for advertising, or data-mining;  

(v) digital communication facilitates discovery and connection of suppliers with 

potential customers; 

(vi) these worldwide interconnections open potentially enormous markets and an 

opportunity for a few firms to exploit economies of scale and scope to establish global 

oligopolies; yet digital technologies rely much more on human than on physical 

capital, and innovation comes from the flair and commitment of individuals and small 

teams. 

Hence, reforms of international tax rules should be based on the following principles: 

(i) neutrality between business models, both digital and non-digital, but also 

regardless of the extent or form of digitalisation, including multi-channel models; 

(ii) ending the advantages enjoyed by MNEs of amassing large untaxed earnings 

which can be used to fund their growth and so reinforce their dominant monopoly 

positions;  

(iii) adopting a new approach to taxation of MNEs which would treat them in 

accordance with the business reality that they operate as global firms, and applying 

clear, simple, and preferably standardized criteria for allocating their worldwide 

profits to countries where they have a real business presence and away from countries 

where few or no activities take place. 

We therefore agree with the Position Paper (para. 1.4) that ‘there is a need to ensure that the 

international tax framework is responsive to the changing nature of our economies in the 

digital age, and able to accommodate new digital businesses that operate and create value in 

different ways’, bearing in mind that this means the whole economy.  

We also concur that a concerted multilateral approach is important, and that the forthcoming 

report of the OECD to the G20 ‘needs to put forward bold multilateral solutions that build on 

the discussions taking place within the European Union, and help to ensure a more 

sustainable corporation tax framework for the future’ (para. 1.8).  
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However, progress at the global level will require achievement of consensus among a large 

number of states. The experience until now of the G20/OECD project on Base Erosion and 

Profit Shifting (BEPS) has shown how hard this can be. Although much was achieved in the 

BEPS project, its outputs largely consisted of a patch-up of existing rules, and did not deal 

with the fundamental issues now clearly posed. Nevertheless, more recent developments may 

help to prepare the ground for a more comprehensive approach. In particular, the US tax 

reform has realigned US international tax rules towards taxation where activities (including 

the development of intangibles and production) take place, although some aspects of the new 

US rules appear to conflict with trade rules.  

In this conjuncture, we agree that the UK should work for multilateral solutions on as wide a 

basis as possible.  Suitably designed short-term measures may be appropriate until such wide 

reforms are in scope, provided that they are: 

(i) in line with the principle stated in the G20 Declaration on International Tax in 

2013 of taxing MNEs ‘where economic activities occur and value is created’; 

(ii) do not damage developing countries and emerging economies; and 

(iii) where possible taken in concert with other countries. 

In the next section we discuss the criteria which should guide the design of measures for 

ensuring that profits and tax are allocated according to where value is created, while the third 

section comments on more specific issues in the design of such measures. 

2. VALUE CREATION 

2.1. Sales 

We agree with the position paper that a company which has some sales but no other 

significant presence in a country should not be taxed there on its profits. However, this 

should be subject to several caveats.  

Firstly, in practice once a company reaches a significant level of sales in a market it will 

generally need some additional presence, for marketing, customer support, managing 

logistics, etc. Although some of this may be contracted out, companies need to be close to 

customers in their major markets, and they usually keep key functions in-house.  

This is linked to the second point, that customers are now a major source of value. The paper 

rightly recognises that an important driver of value in the digital age is the active 

contributions of users of digital platforms, who ‘may or may not’ be its consumers (para. 

3.16). We certainly accept this. However, it should also be recognised that even relatively 

passive use also creates enormous value, due to data-mining and the power of data 

combination. For example, location tracking of the user of a map application enables that user 

to be offered advertisements for local services, but this can be further enhanced if combined 

with data about that person’s consumption history and preferences. For example, the 

enormous amount of content uploaded to Facebook by its users did not generate significant 

revenue until combined with data about their consumption patterns, obtained from other 

sources. In fact, neither a large user base nor a collection of content themselves generate 

profits. They constitute assets, which can only be valorised by sales.  

For these reasons, a user base should be considered to be a factor in deciding whether a MNE 

has a local taxable presence. 
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2.2. Decision-Making, Control and Risk 

The position paper suggests that the UK should continue to support the principles in current 

tax rules seeking to allocate profits to ‘where major operating decisions are made and where 

important assets and risks are controlled’ (para. 2.4). In our view this approach is 

inappropriate and ineffective. This concept has in practice encouraged BEPS behaviour, as 

MNEs have shifted the notional location of assets and control of risk to low-tax jurisdictions. 

Although the revisions of the Transfer Pricing Guidelines resulting from the BEPS project 

now require some evidence of actual ability to control assets and risks, in our view this is 

unworkable and inappropriate, since it provides a mechanism for easy shifting of profits. 

Until now, a MNE could simply make a formal legal transfer of intangibles to an affiliate in a 

low-tax jurisdiction, or attribute significant functions and risks to such an entity through 

“arm’s length” contractual arrangements. The revisions to the OECD Transfer Pricing 

Guidelines agreed in the BEPS project attempt to deal with this by requiring that an entity 

must have the personnel to manage the function or control the risk. However, a MNE could 

simply locate a small group of people, who can arguably be said to perform these roles, to an 

entity in a low-tax jurisdiction to which substantial profit can be attributed. The subjective 

judgements over what constitutes key decision-making or control, and how much value to 

attribute to them, will only generate continuing conflict and uncertainty. 

In addition to being ineffective, this approach is also mistaken. In law, as well as economic 

theory and practice, assets are owned and risks are ultimately borne by a company’s 

shareholders. Although a MNE consists of many (often hundreds) of separately incorporated 

companies, they are generally wholly-owned, and each MNE group has a single ultimate 

parent entity. It is the shareholders of this entity who bear the risk in the last instance. MNEs 

are under central direction and control. However, decision-making takes place throughout the 

firm, and senior managers are constantly travelling, and in continuous contact with middle-

level and line-managers. Activities such as research and development take place in many 

locations in a decentralised manner, while being centrally coordinated, which has been 

greatly facilitated by digitalisation. For example, in response to the BEPS project consultation 

on transfer pricing of Intangibles, BASF, the German-based chemicals firm, explained:  

‘Quality management and controls relating to the risks, functions and assets employed 

are to a wide extent part of corporate procedures which are generally valid group-

wide and are fully integrated in the business processes. The research and development 

process is managed by electronic systems which track the allocation of projects to 

specific research centres, the adherence to budgets, the sign-off processes and the 

registration of IP [intellectual property] rights. “Control” is therefore to a large extent 

built in to group-wide guidelines and operating systems, and can therefore be 

performed anywhere as such systems enable a decentralised, collaborative 

organisation’.1 

It should therefore be recognised that creation of value for a business derives mainly from its 

people. This is increasingly clear in today’s knowledge economy. Of course, some contribute 

more value than others, and this is recognised in their remuneration. Hence, payroll costs 

should be a key factor in deciding where profits should be allocated and taxed. International 

differences in wage rates should also be taken into account, e.g. by adjustments using 

purchasing power parity. 

                                                 
1 In its submission to the Revised Discussion Draft on Transfer Pricing Aspects of Intangibles, September 2013, 

www.oecd.org/ctp/transfer-pricing/basf-intangibles.pdf  
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That said, it is also increasingly clear that profits depend on valorisation through sales. This is 

the underlying justification for the recent strengthening of arguments for taxing profits where 

sales take place. There is also a strong pragmatic argument, that firms cannot relocate their 

customers. The use of a sales or revenue factor to allocate profits reduces the competition to 

attract investment by offering tax incentives or lower tax rates.  

Hence, in our view the fairest and most effective basis for deciding how profit should be 

allocated to reflect value-creation is to balance production and consumption factors. The 

identification and weighting, especially of production factors, could vary depending on the 

industry and business model. In particular, we have previously recommended the application 

of the OECD’s profit split method using concrete standardised allocation keys2. 

3. DESIGNING APPROPRIATE MEASURES 

3.1 What to Tax - Allocating Profit 

The G20 called for reforms to ensure that MNEs can be taxed ‘where activities occur and 

value is created’. In recent debates, some have stressed that value is created only by 

productive activities: the combination of people and capital.3 Others have argued that 

corporate taxation should be based on sales revenue, entailing a shift of taxation rights to 

countries of consumption. As we argued in section 2 above, we consider that there is a strong 

case for a balanced allocation of tax rights between production and consumption factors. This 

has been reinforced by the increasingly close connections and interaction between production 

and consumption resulting from the shift to the services economy, and facilitated by 

digitalisation, as well as systematic data-collection from customers and content contribution 

by users.  

Direct taxes apply to either capital (usually a realised capital appreciation) or profits. A 

significant feature of the digitalised economy is that firms aim, at least in the initial stages, to 

build up a large user base, by providing free services to users, or at a low price. The ‘value’ 

so generated is best regarded as an asset, which generally results in capital appreciation, in 

the form of a rising share price, and only later (if at all) in increased profits. Data collected 

from users similarly also constitute an asset, although in some cases they can be priced since 

there are markets in such data. However, it should be borne in mind that there may not 

always be a direct connection between an asset such as a large user base and the generation of 

profits. For example, in response to the BEPS project consultation on the digital economy, 

Blablacar, the leading car pooling platform in the world, explained that: 

‘we use data collection for internal purpose to measure our business performance and 

improve the user experience. In fact, at BlaBlaCar, we collect data like any other non-

digital company, to improve our service as, for example, a super-market does to 

understand where is the best place to locate goods to improve the client experience or 

to get the right number of employees at the cash desk depending of the client volume. 

At BlaBlaCar these data are strictly confidential and aren’t resold under any 

circumstances. It won’t be logical to tax such data.’ 

This is why a more pragmatic approach may be more suitable. For businesses that are highly 

digitalised and mainly deliver non-physical products or services, we suggest a simplified 

approach be applied to allocate profits. Under this approach, each country would tax the 

revenue from sales to customers in that country, with deduction of appropriate costs. These 

                                                 
2 https://bepsmonitoringgroup.files.wordpress.com/2017/09/psm-final.pdf 
3 For example, the submission by the Digital Economy Group of companies to the consultation by the OECD on 

Tax Challenges of Digitalisation of the Economy 2017 (Comments Received Part I, p. 138).  
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could include both the direct costs incurred in that country and an allocation of the central 

service or overhead costs incurred by the MNE as a whole, perhaps in proportion to the 

revenues in each country. These should include all costs including payroll of personnel 

engaged in the MNE's various production-related activities, including design, R&D etc, 

wherever undertaken, apart from direct costs of local sales in each country. Where such firms 

also have some sales of third-party physical products (since in our view the same approach 

should be applied to multichannel business models), there should also be a deduction for cost 

of goods sold. The apportionment of worldwide costs in this way would ensure that this 

approach does not create a barrier to trade, as would some sales-based systems.  

This will result in the splitting of a proportion of taxable income that a highly digitalised 

business group derives from the delivery of non-physical products or services activities 

between market jurisdictions. Allowing deduction of all central costs in proportion to sales 

revenue means that production costs as well as sales revenues are taken into account in 

arriving at taxable profits. This approach ensures that a revenue-based approach is applied to 

profits, rather than being simply a gross tax, which in our view would be distortionary. 

3.2 Where to Tax - Defining Taxable Presence 

It is frequently pointed out that digitalisation makes it possible to reach markets around the 

world without the need for a physical presence, which calls for a revision of the definition of 

taxable presence based on the concept of a ‘permanent establishment’ (P.E.). We agree with 

the position paper that it is not appropriate for a supplier of goods or services who is 

genuinely based in one country but may have some customers in various countries all over 

the world to be subject to income or profits taxation in all those countries. The basis of 

digitalisation is the development of software applications and platforms. However, the supply 

of software in itself does not pose any significant challenge for taxation. Indeed, there are 

many thousands, if not hundreds of thousands, of software developers around the world 

whose activities should be nurtured and encouraged. Many of these are able to access 

customers in many countries while remaining small and medium, or indeed micro, 

enterprises, essentially based in one country. Their business model generally consists of 

supplying their software, or access to it, to users, for which they receive either a direct 

payment, or indirect remuneration. It is open to the countries where the customers are 

located, subject to any restrictions in their tax treaties, to apply a withholding tax to the fees 

or royalties paid to foreign suppliers.  

In contrast, the large MNEs which have used digitalisation to build monopolistic positions in 

various business sectors in practice generally do have a physical presence in countries where 

they have a substantial market. Although their business model is usually based on one or 

more software applications, they have chosen not to sell or license the software, but to build a 

business on it. For example, Uber has chosen not simply to license its app to drivers (or 

passengers) but to use it to build a transportation service. Consequently, such firms usually 

have a significant presence in the countries where they supply services, dealing with 

customer relations, marketing, order fulfilment and other related functions. However, such 

firms commonly organise their corporate structures to take advantage of current approaches 

to transfer pricing and PE definitions, which allow each affiliate within the corporate group to 

be treated as independent of the others. Hence, the payments by customers are made to a non-

resident company, while the local affiliates are treated as supplying services to the parent 

company and taxed on the usually ‘routine’ fees it pays them, less costs. Under this model, a 

re-definition of the PE concept might be appropriate. We argue for a holistic approach to the 
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attribution of profits and transfer pricing, which would consider all the activities carried out 

in the country by the relevant entities in combination.4  

Hence, although we support revision of the definition of tax nexus to include a Significant 

Economic Presence, we suggest the criteria should reflect the contribution to value added 

resulting from the closer and interactive relationships with customers or users. These could 

include: 

(a) relationships with customers or users extending over six months, combined 

with some physical presence in the country, directly or via a dependent agent or 

other service provider that is related to or under the control of the applicable 

non-resident person; 

(b) sale of goods or services by means involving a close relationship with 

customers in the country, including (i) through a website in the local language, 

(ii) offering delivery from suppliers in the country, (iii) using banking and other 

facilities from suppliers in the country, or (iv) offering goods or services sourced 

from suppliers in the country; 

(c) supplying goods or services to customers in the country resulting from or 

involving systematic data–gathering or contributions of content from persons in 

the country. 

In the interests of simplicity and ease of application, we suggest that these criteria be 

combined with a rebuttable presumption that an enterprise which reaches a specific threshold 

of sales (e.g. £1m over a 12 month period) is deemed to have a Significant Economic 

Presence. 

While incorporating the above-mentioned criteria into a tax treaty could inflict significant 

changes to the existing PE concept, the consequences derived from the adoption of these 

criteria could be reconciled with the traditional concept of a PE, by adopting a new article to 

cover digital transactions, or transactions deriving from the digitalised economy.  

3.3 Short-Term Measures 

The position paper states that, although the government considers that sustainable and 

comprehensive solutions should come from multilateral measures, it agrees with the 

European Commission, as well as a number of EU member states, that there is a need to 

consider interim measures pending such longer-term reforms. It further states that it considers 

that the most attractive approach would be a tax on revenues, and raises some important 

issues regarding the design of such measures.  

In our view, any interim measures should be designed so that they can contribute to eventual 

long-term solutions, adopted multilaterally. Hence, they should be guided by the three criteria 

stated at the end of section 1 of this submission. In this light, we make the following 

comments on the suggestions outlined in the position paper. 

Paragraph 4.10 (page 12) includes: ‘Scope: … The concern seems less relevant to businesses 

that generate revenue through selling self-developed goods to customers through an online 

platform, selling acquired goods on an online platform, charging customers for the provision 

of digital content, or charging customers for the provision of digital software and digital 

services’. 

                                                 
4 See our submissions to the G20/OECD BEPS project consultations on Attribution of Profits to Permanent 

Establishments, and on Revised Guidance on Profit Splits. 



9 

 

We believe this statement that ‘the concern seems less relevant’ is belied by both paragraph 

4.18 and Box 4.A (pages 13 and 14). Clearly, the illustration in Box 4.A is showing that there 

is a high concern over the provision of digital software. We also believe that this same high 

concern exists for many digital service situations where they are based on group-developed 

IP. We further believe that many sales of self-developed or acquired goods will also have a 

medium to high level of concern. 

We agree, of course, that where there is a sale of a product and there are no significant UK-

located sales-related activities (customer support functions, local warehousing for accelerated 

delivery, etc.), then there will be little or no value creation in the UK. For such businesses, 

even where local sales revenues are recorded within a UK established entity, there will be a 

cost of sales often paid to related companies that leaves a relatively small profit in the UK 

entity that reflects its minor value-added (assuming of course that appropriate transfer pricing 

rules are applied). 

On the other hand, though, where there are significant local activities that are critical to the 

success of the business model (i.e., they are not merely preparatory or auxiliary), transfer 

pricing methods other than the profit split method will typically undervalue the value-added 

that that these critical activities create. As such, we believe that product sales involved in 

business models with such critical local activities should not be dismissed from 

consideration. Rather, the scope described in paragraph 4.10 should clearly include them and 

some direction to consider the profit split method where applicable should be added to the 

report. (We recognize that this might not be completely a specific “digital economy” issue. 

However, these centrally controlled business models with critical activities taking place 

locally are made possible by the digitization and communication revolution that has occurred 

over the past several decades. Including this direction in this report will emphasize to HMRC 

that it must consider action where appropriate. We strongly believe that paragraph 5.9 and 

other relevant paragraphs should be amended.) 

We believe further that the provision of group produced digital software and digital services 

should be solidly within the scope of paragraph 4.10 as well. Where an MNE is charging 

customers for such software and services, they will often structure the recording of significant 

profits in zero- or low-taxed group members. On an MNE-wide basis, the profit percentages 

can be very high. However, such groups will typically use royalties or other intercompany 

payments that are similar to royalties to reduce the profits in any group member that is in fact 

taxable in the country of the customer. 

Traditional international taxation principles and policies, including many tax treaties, have 

recognized that valuable IP may be made available within a group in many ways. IP may be 

transferred by sale or in exchange for shares or other equity interests. It may also be made 

available through license agreements or cost contribution agreements. In any case, once made 

available, the local group member using the IP recognizes all revenues from its provision of 

software or services. If the local group member owns the IP (whether through a sale, 

exchange, or Cost Contribution Agreement), then local profits should be high and be 

consistent with the worldwide profitability of the MNE. On the other hand, if the IP is 

provided under a license providing for a royalty, then the local group member’s profits will 

be lower, but the royalty will be subject to withholding tax unless exempted under an 

applicable tax treaty. 

The point here is that where digital software and services are involved (i.e., cases where there 

is no real cost of sales such as occurs where physical products or third-party created software 

products are involved), traditional principles and policies contemplate full taxation in the 

country where the software and services are provided. Such ‘full taxation’ can be solely on 
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profits where the relevant IP is owned, or can be on the combination of profits and royalties 

where the IP is licensed. 

With the advent of the DPT, some MNEs that are providing digital software and services will 

do so through foreign group companies while others will initiate local recording of income 

through UK companies. It is of paramount importance that HMRC considers the royalty 

withholding aspects of any situation where either a local group member is recording local 

revenues or a foreign group member subject to the DPT is recording these revenues. 

Amendments of the UK royalty withholding tax rules of recent years and the extension 

described in paragraph 4.18 recognize this and provide a basis for HMRC action. We strongly 

recommend that any report finalized on the digital economy include direction to HMRC to 

focus on this aspect of the provision of digital software and services. It should also include a 

direction to review intercompany payments to identify those that are economically wholly or 

partially royalties, but which are effectively mislabelled. 

We believe that the planned extension of royalty withholding described in paragraph 4.18 is 

an appropriate response to many aggressive MNE profit-shifting structures. We are 

concerned, though, that it not be applied in a manner that is disadvantageous towards 

developing and emerging economies that do not have tax treaties with the UK. We suggest 

that direction be provided that allows a focusing by HMRC on relevant profit-shifting 

structures so that withholding is not applied in inappropriate situations. More generally, the 

aim should be to ensure that MNEs can be taxed ‘where economic activities occur and value 

is created,’ irrespective of the level of sophistication of the tax system where the MNE is 

active.  


