
A Note from the Executive Board 

 We are privileged to be serving as the Executive Board of the UNGA-ECOFIN 
for OakMUN 2021. MUNs have often been acknowledged as a platform for 
young enthusiastic minds to express their views, engage in the formidable art of 
diplomacy, deliberate the myriads aspects of international perplexing quagmires 
and working towards furthering of diplomacy and world peace at large. The 
responsibility to oversee the functioning of the committee has been delegated 
upon us and we are very much looking forward to ensure that the delegates are 
provided with a realistic and pleasurable environment to conduct a meaningful 
discussion pertinent to the agenda. Delegates, prior to the conference should 
you have any queries, feel free to contact us, we would be more than eager to 
guide you.  The background guide has been prepared in order to give you a head 
start for the conference and this is where your research shall commence. On this 
note, we leave you with our best wishes and hope that at the end of this two-day 
conference we shall emerge a little wiser with in depth knowledge of the 
agenda. 

 Regards, Executive Board 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 



What Is a Global Corporate Tax? 
A global corporate tax is a tax regime established by international agreement 
whereby countries adhering to the agreement would impose a specific minimum 
tax rate on the income of corporations subject to the respective jurisdictions’ tax 
laws. Each country would be entitled to the revenue generated by the tax. The 
agreement also would prescribe a definition of “income” and other technical 
rules. 

A global corporate tax would not be self-implementing. Each country would 
have to incorporate the rate and rules into its own tax system.  

For eg. In the United States, the global corporate minimum tax would have to 
be passed by Congress and signed into law by the president. In addition, 
international and bilateral tax treaties would require amendment. 

 

In 1980, corporate tax rates around the world averaged 40.11 percent, and 46.52 
percent when weighted by GDP. Since then countries have recognized the 
impact that high corporate tax rates have on business investment decisions so 
that in 2020, the average is now 23.85 percent, and 25.85 when weighted by 
GDP, for 177 separate tax jurisdictions.  

Declines have been seen in every major region of the world, including in the 
largest economies. The 2017 tax reform in the United States brought the 
statutory corporate income tax rate from among the highest in the world closer 
to the middle of the distribution.  

Whereas in 2017 the United States had the fourth highest corporate income tax 
rate in the world,3 it now ranks towards the middle of the countries and tax 
jurisdictions surveyed. European countries tend to have lower corporate income 
tax rates than countries in other regions, and many developing countries have 
corporate income tax rates that are above the worldwide average. 

 Today, most countries have corporate tax rates below 30 percent. 

 

 

 

 

 



Agenda: Combating corporate tax evasion with a special emphasis on tax rates 
and a global corporate tax. 

Tax avoidance is a matter of public concern as it disables the capacity of 
democratically elected governments to meet policies mandated through the 
ballot box, including the mandate to invest in social infrastructure and 
redistribute income and wealth to secure social stability. Due to secrecy and 
opacity, the amount of tax avoided/evaded is hard to know. Twenty-eight 
member states of the European Union are estimated to be losing around one 
trillion Euros each year. It is estimated that between $7.6 trillion and $32 trillion 
of the world’s wealth is hidden away in low/no tax jurisdictions and escapes tax 
altogether. Various models estimate that global revenue losses due to tax 
avoidance by corporations could be up to $600 billion each year with 
approximately $400 billion in developed countries (these are mostly members 
of the Organisation for Economic Cooperation and Development) and $200 
billion elsewhere. Revelations such as the Panama Papers, Luxembourg leaks, 
HSBC leaks and the Paradise Papers show that corporations are at the forefront 
of global tax avoidance. A common practice is to use complex structures, 
intragroup and related party transactions to shift profits to low/no tax 
jurisdictions and reduce corporate tax liabilities 

 

Brief Overview of the International Tax Architecture The tax treatment of 
MNCs is determined by the international tax framework, which is a myriad of 
domestic legislations and a wide network of bilateral and multilateral tax 
treaties. The framework relies largely on separate accounting, which means that 
taxation of an MNC group is at the level of individual subsidiaries that operate 
in different countries. Each country has a right to tax the income assigned, 
based on its domestic law and tax treaty obligations. 

 When can a country tax MNCs?  

MNCs generate income in two main ways: selling products or services, and 
investing their cash on hand. The former is typically known as active income, 
and the latter, passive. The taxing rights of a country over MNC income are 
based on the source of the income and the residence of the corporate taxpayer.  

Source refers to where investment and production take place and is largely 
determined by the physical presence of labor and/or capital. Certain thresholds 
must be met to define a permanent establishment (PE), which determines 
whether a source country can tax a foreign company or not. Residence refers to 
the place where the company receiving the income is deemed to have its 



primary location. Common tests for this are where the company is incorporated 
or effectively managed. Following international convention, source countries 
have primary taxing rights over the active business income of foreign PEs while 
residence countries retain the right to tax passive income. 

Main Channels of International Tax Avoidance 

Avoidance of source country taxation. Within the international tax framework, 
MNCs can use a wide array of techniques to shift profits between entities in the 
group to minimize their overall corporate tax liability. These techniques can be 
entirely legal, in which case they are referred to as tax avoidance—as opposed 
to tax evasion, which is illegal. The precise channels of tax avoidance can vary, 
depending on the specific features of national tax systems and treaty networks. 
For instance, taxation in source countries can be minimized by; 

(i) transfer mispricing (stretching, violating or exploiting weaknesses in the 
arm’s length principle);  

(ii) strategic location of management of intellectual property (IP) to low-tax 
countries to reduce taxes on associated income;  

(iii) debt shifting through intracompany loans (excessive borrowing in high-
tax countries and lending to low-tax countries); 

(iv) treaty shopping (exploiting treaty networks to route income so as to 
avoid tax);  

(v) risk transfer (conducting operations in high tax jurisdictions on a 
contractual basis to limit profits attributable there); 

(vi)  avoiding PE status; and  
(vii) locating asset sales in low-tax jurisdictions (to avoid taxes on the capital 

gains). 

How Effective are Anti-Avoidance Regulations?  

During the last few decades, countries have adopted various anti-avoidance 
regulations to mitigate tax avoidance by MNCs. These include, for example, the 
adoption of transfer pricing regulations, thin capitalization rules, controlled 
foreign corporations (CFC) rules or a general anti-avoidance rule (GAAR). 
These efforts have received considerable attention in light of the G20-OECD 
initiative on base erosion and profit shifting(BEPS). 

 For instance, countries participating under what is now called the inclusive 
framework on BEPS, commit to four minimum standards (e.g. on treaty abuse) 
and adhere to the common approaches to adopt anti-avoidance legislation. 

 



 The European Union has also adopted an anti-tax-avoidance directive that 
requires its member states to implement a common set of rules to address tax 
avoidance. This section reviews the studies that analyze the effectiveness of 
anti-avoidance rules. 

 

 

 

Notable Corporate Income Tax Rate Changes in 2020 

 

Country 2019 Tax Rate   2020 Tax 
Rate 

Change from 2019 to 
2020 

Africa 
Togo 28% 27% -1 ppt 
Zimbabwe 25.75% 24.72% -1.03 ppt 
Asia 
Armenia 20% 18% -2 ppt 
Europe 
Belgium 29.58% 25.00% -4.58 ppt 
France  34.43% 32.02% -2.41 ppt 
Monaco  31% 28% -3 ppt 
North America 
Greenland 31.8% 26.5% -5.3 ppt 
Oceania 
French Polynesia 26% 25% -1 ppt 
Micronesia (Federated States of) (c) 21% 30% +9 ppt 
South America 
Colombia (d) 33% 32% -1 ppt 
Notes: 

(a) France has further corporate tax rate reductions scheduled, resulting in a rate of 25 percent (plus 
3.3 percent social surcharge, equaling a combined rate of 25.83 percent) by 2022. 

(b)    Monaco has further corporate tax rate reductions scheduled, resulting in a rate of 25 percent 
by 2022. 

(c)     Micronesia implemented a progressive corporate income tax with a top rate of 30 percent. 

 
 



Regional Variation in Corporate Tax Rates 

Corporate tax rates can vary significantly by region. Africa has the highest 
average statutory corporate tax rate among all regions, at 28.50 percent. Europe 
has the lowest average statutory corporate tax rate among all regions, at 19.99 
percent. 

When weighted by GDP, South America has the highest average statutory 
corporate tax rate at 31.83 percent. Europe has the lowest weighted average 
statutory corporate income tax, at 24.61 percent. 

In general, larger and more industrialized nations tend to have higher corporate 
income tax rates than smaller nations. The G7, which is comprised of the seven 
wealthiest nations in the world, has an average statutory corporate income tax 
rate of 27.24 percent, and a weighted average rate of 26.95 percent. OECD 
member states have an average statutory corporate tax rate of 23.51 percent, and 
a rate of 26.30 percent when weighted by GDP. The BRICS have an average 
statutory rate of 27.40 percent, and a weighted average statutory corporate 
income tax rate of 26.49 percent. 

 

Distribution of Corporate Tax Rates 

Very few tax jurisdictions impose a corporate income tax at statutory rates 
greater than 35 percent. The following chart shows a distribution of corporate 
income tax rates among 223 jurisdictions in 2020. A plurality of countries (117 
total) impose a rate above 20 percent and at or below 30 percent. Twenty-three 
jurisdictions have a statutory corporate tax rate above 30 percent and at or 
below 35 percent. Eighty jurisdictions have a statutory corporate tax rate at or 
below 20 percent, and 197 jurisdictions have a corporate tax rate at or below 30 
percent. 



 

Conclusion  

Worldwide and regional average top statutory corporate tax rates have declined 
over recent decades, with most countries following the trend. Of 223 
jurisdictions around the world, only one has increased its top corporate income 
tax rate in 2020, while nine countries have decreased their corporate tax rate. 
The trend seems to be continuing, as several countries are planning to reduce 
their corporate tax rates in the coming years. 

We hope this background guide gives you a rough understanding about the 
agenda at hand, we look forward to meeting you at the conference. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

Sources: 

https://panamapapers.icij.org/ 

 https://www.icij.org/project/luxembourg-leaks  

 https://projects.icij.org/swiss-leaks/ 

 https://www.icij.org/investigations/paradise-papers 

https://home.kpmg/xx/en/home/services/tax/tax-tools-and-resources/tax-rates-
online/corporate-tax-rates-table.html 

Table II.1. Statutory corporate income tax rate (oecd.org) 

http://www.oecd.org/tax/tax-policy/tax-database.htm#C_CorporateCaptial 


