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Changes in International Tax Principles Underlying Pillar2

Yuka Matsuda

The OECD and G20 countries adopted a
15-point Action Plan to address Base Erosion
and Profit Shifting (BEPS) in 2015. BEPS Ac-
tion 1 is intended to address the tax challenges
arising from the digitalisation of the economy.
Following the analytical framework of the Ac-
tion 1 Report and the Interim Report, a two-
pillar approach was introduced in the “Policy
Note” published in January 2019.

This article focuses on pillar two that ad-
dresses the remaining BEPS issues and seeks to
ensure minimum taxation on corporate income
regardless of where the MNE groups are head-
quartered or the jurisdictions they operate in;
it also deals with tax competition. It will be an
unprecedented tax implemented at the almost
same time in many jurisdictions around the
world.

The OECD also published the “Programme
of Work” and “Blueprint” reports on pillar
two, along with the “Policy Note.” So, what are
the points of contention among the Inclusive
Framework members arising from these re-
ports? There are also some international tax
principles, such as the Arm’s Length Principle,
the priority to taxing income derived within
one’s own country recognized as the source ju-
risdiction, and so on. In this article, we want to
analyze the way it changes the present interna-
tional tax principles and the division of tax
powers between the national level and the in-
ternational level.
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