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The world economy has undergone a rapid digital transformation, which has caused critical
discussions about the effectiveness of existing international tax systems. Traditional norms and rules are
proving insufficient to solve the dynamic challenges associated with the development of the digital
economy, where new sources of value creation and innovative business models challenge the established
norms of profit distribution and relationships. At the same time, intangible sources of value creation
contribute to tax avoidance by transnational corporations. Base Erosion and Profit Shifting (BEPS) rules
are becoming a key initiative to counter these challenges. The article identifies the difficulties in reforming
the modern international tax system, emphasizing the need for constant dialogue, cooperation, and
adaptation to changing economic conditions. A two-step solution is an important tool in the fight against
aggressive tax planning. Current discussions highlight the complex nature of the impact of the digital
economy on international tax rules. Effective monitoring of the implementation and impact of the two-
step solution is critical to areas for improvement, with international cooperation through the OECD
playing a central role in this reform process. The BEPS rules are seen as a critical solution in the evolution
of international tax policy in overcoming the challenges associated with the digital economy. The success
of the implementation of the two-step solution initiative depends on effective cooperation between
countries, in particular in the context of agreements on the avoidance of double taxation. The internal
adaptability of this tool has the potential to improve the efficiency of the international tax system, as it
directly addresses the challenges and conditions of the digital economy.
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Problem statement. The rapid digital transformation has had a significant impact on the global economy,
sparking discussions about the effectiveness of the international tax system. Traditional tax rules now do not meet
the challenges of the dynamically developing digital economy. This development poses challenges to the
fundamental principles of the global tax system. New sources of value creation and business models are redefining
entire sectors of the economy, challenging existing rules of profit sharing and interconnection. At the same time,
technologies contribute to tax evasion by multinational companies, and various tools and methods are being
developed and implemented to solve this problem, both domestically and internationally. The most significant
project to prevent tax evasion is undoubtedly the BEPS (base erosion and Profit Shifting) rules (policy) of the
OECD/G20 program.

A robust and sustainable international tax system is critical to global economic growth and well-being. Taking
into account the challenges of the digital economy, a comprehensive solution that addresses both the distribution
of tax rights and the rest of BEPS’ concerns is clearly needed. At the same time, the risk of failure to implement
new solutions is important, which can lead to unilateral actions and thus damage investment and economic growth,
limiting the collection of state revenues and major investments in development programs.

The study examines the symbiotic relationship between BEPS and transfer pricing, delving into the
multifaceted challenges and opportunities that arise at the intersection of these two components. As digital
technologies continue to change the global economy, traditional transfer pricing mechanisms are receiving
unprecedented attention. The dynamic nature of changes in the economy in general and the international tax system
in particular is characterized by intangible assets, cross-border digital transactions and new business models.
All these challenges highlight the limitations of the existing transfer pricing standards, which were formulated at
the beginning of the development of the post-industrial economy.

Revealing the complexity of BEPS and transfer pricing, the article aims to consider the current state of
international tax policy reform. Studying the common and distinctive problems between BEPS and transfer pricing
allows us to identify potential solutions and innovations that affect changes in the international tax system, ensuring
that it remains reliable, adaptive and fair in the face of changing economic paradigms. It is worth noting that the
first positive changes as a result of the implementation of the BEPS project emphasize the effectiveness of a
coordinated multilateral approach to reducing tax evasion, but require improvement in the context of challenges
to the digital economy.

Analysis of research and publications. Research on the evolution of the international tax system in recent
years has received special attention, in particular due to the introduction of BEPS rules and the consequences of
these rules for the entire economic system [4, 6, 2, 5, 8].
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The tax incentives that countries have introduced to increase their competitiveness in the market have led to
the emergence of various methods of tax evasion, as well as the creation of «tax havens» [9, 10]. The negative
effects of aggressive tax planning have been studied in the works [11, 12]. Kurian A. [3] studied the impact of
BEPS rules on the economies of developing countries. His findings indicate that it is the developing countries that
are most affected by tax evasion by large corporations. This problem is partly due to the fact that the governments
of these countries do not have the experience or leverage to combat tax evasion by multinational companies.

The purpose of the article is a study of the opportunities and risks associated with the implementation of a
two-stage solution (Two-Pillar Solution) of OECD.

Presentation of the main material. Over the years, the digitalization of the economy and the growing
complexity of global business operations have made traditional international tax rules obsolete. The BEPS project
has been a catalyst for change, prompting a critical review of how taxation overlaps with the modern,
interconnected and digitized global economy. To understand the prospects and problems of the tax system, it is
important to study BEPS in terms of revealing the subtleties of international tax rules through their impact on the
fairness, transparency and overall stability of the international tax system.

The development of the digital economy is a key topic in reforming international tax rules. Digitalization of
trade has allowed multinational corporations to operate smoothly across borders, often with minimal physical
presence. This change has caused problems with determining where economic activity takes place and, as a result,
where to transfer taxable profit. Traditional tax systems, created in an era when physical presence was the main
determining factor, are trying to adapt to the intangible nature of digital transactions.

The introduction of the first BEPS initiatives identified and helped address key challenges related to digital
transformation: the ability of businesses to exploit loopholes and move profits to low-tax jurisdictions, tax evasion,
and the blurring of national tax bases. As a result, BEPS seeks to establish a more equitable distribution of tax
rights by ensuring that multinational companies (MNCs) contribute their fair share of taxes based on the economic
nature of their operations. In addition, the international tax challenges posed by the digital economy go beyond
profit sharing. The growing importance of intangible assets in the capital structure, data-driven business models,
and the ability to achieve scale without tangible resources have created difficulties in defining the value creation
process.

BEPS has introduced stricter disclosure requirements for MNCs, requiring detailed transfer pricing
documentation and transaction information from related parties. This increased transparency has improved the
ability of tax authorities to assess the «arm’s lengthy principle and identify potential threats to transfer pricing.
Modern methods of countering aggressive tax planning, in particular those introduced in accordance with the
requirements of BEPS, have influenced the updating of methods for evaluating intangible assets and controlling
financial transactions. As a result, uncertainty for both MNCs and tax authorities was reduced, contributing to
predictable and consistent transfer pricing practices.

For a long period of time, politicians considered corporate tax evasion not problematic or estimated the cost
of curbing it too high [4]. On July 11, 2023, the 138 OECD/G20 members, representing more than 90 % of global
GDP, agreed on a final statement recognizing the significant progress made and allowing countries and
jurisdictions to move forward with historic, serious reform of the international tax system [1].

The Two-Pillar Solution is an international agreement initiated by the organization for Economic Cooperation
and Development (OECD) to address current challenges in international taxation, particularly in the context of tax
base reduction and profit transfer (BEPS). BEPS refers to tax planning strategies used by multinational companies
to exploit gaps and inconsistencies in tax regulations to artificially move profits to low-tax jurisdictions where
economic activity is low or nonexistent.

The two-step mechanism for countering aggressive tax planning is part of the OECD/G20 inclusive BEPS
framework and, accordingly, consists of two main components.

The first component focuses on setting new rules to determine where multinational companies should be taxed.
The goal is to distribute some of the profits and tax rights to market jurisdictions where businesses have significant
consumer activity and create value. This is especially true for digital companies, which can have a significant
economic presence in the market without a physical presence.

The second component addresses the global minimum tax issue to ensure that multinational companies pay
the minimum level of taxes, regardless of where the company is headquartered or where the company operates.
The goal of the second component is to prevent aggressive tax planning, mainly by moving profits to low-tax
jurisdictions.

Two-Pillar Solution is designed to modernize and restore the balance of the international tax system, in
particular those related to the digital economy. Improving BEPS rules involves a collaborative effort between
countries to reach consensus on new requirements and recommendations, ensuring that multinational companies
pay their fair share of taxes.

Figure 1 shows the structure of the proposed approach to improving the international taxation system.
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Two-stage solution (Two-Pillar Solution) to solve tax
problems related to the digitalization of the economy

|

Pillar One Pillar Two
new tax link and global control mechanism
profit sharing rules with the blurring of the tax base
«Sum Ax

new tax link and profit sharing rules

«Sum By
reward for a certain basic activity

Tax confidence
dispute prevention and resolution

Source: [7]
Fig. 1. Structure of a two-step solution for improving BEPS rules

Pillar One aims to introduce new tax rules that are caused by the current conditions of the digital economy.
The Pillar One criterion applies to companies with a turnover of 20 billion euros and a yield level above 10 %.
At the same time, the company’s profit is taxed in the jurisdiction where it was generated. New profit distribution
methods «Sum A» and «Sum By care also being introduced. According to the «Sum Ay method, the distribution
of a high rate of profit will be carried out on the basis of a special calculation (the «arm’s length» rule ceases to be
mandatory). The tax calculation will take into account the sources of income and methods of avoiding double
taxation. «Sum By is an alternative method and consists of remuneration for basic activities, such as marketing
and distribution. A special innovation for the BEPS rules is the abolition of the «arm’s length» rule, but this does
not mean that the Pillar One proposal prohibits the use of this principle. The new rules provide for an increase in
ethical and legal liability for business entities when calculating the tax base and distributing profits.

Pillar Two is designed to solve the problem of tax base blurring and profit shifting (BEPS) across tax havens.
This approach sets a global minimum tax rate of 15 %, which applies to 10 % of NMC’s highest profits exceeding
the threshold of 750 million euros. This creates a minimum limit that prevents the company from artificially
moving profits to low-tax jurisdictions in order to minimize tax liabilities.

Two-Pillar Solution has prospects for solving tax problems in the international tax system, in particular those
related to the development of the digital economy. It is expected to achieve the following benefits from the
introduction of new tools:

— justice — by ensuring that MNCs pay their fair share of taxes based on their global economic performance,
this approach helps create a level playing field for businesses and eliminates tax evasion issues;

— increased revenue — reallocation of tax rights and the global minimum tax create significant additional
revenue for governments, potentially boosting public services and infrastructure investment;

— efficiency of the tax system — the two-component solution promotes a more stable and viable international
tax system, encouraging cooperation and reducing harmful competition between jurisdictions.

Despite the potential of the Two-Pillar Solution to create a fairer and more sustainable tax environment, there
are still many unpredictable risks to its effectiveness and implementation. The complex nature of the transaction
requires careful adaptation and implementation within various legal and regulatory framework. Ensuring
consistent application across all jurisdictions remains a significant obstacle, raising concerns about possible
loopholes and uses. However, the global minimum tax Pillar Two may disproportionately affect smaller
multinational enterprises with limited global coverage.

Among the critical issues that may be negatively affected by BEPS policy are: 1) countries implement BEPS
measures at different speeds and levels of consistency, which in turn increases the level of uncertainty and creates
additional risks for tax base blurring; 2) theoretical and empirical research results [3] indicate that BEPS has
unintended consequences for developing countries with limited resources and experience to implement complex
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regulations. By understanding the current impact and implications of BEPS, MNCs, tax authorities, and
governments can work together to create a more predictable and fair global tax system that meets the challenges
of the post-industrial economy.

Conclusions and prospects for further research. Current discussions reflect the complexities inherent in
reforming the international tax system in the digital age. Addressing these challenges requires constant dialogue,
cooperation and adaptation to changing economic realities. At the present stage, careful monitoring of the
implementation and impact of a two-component solution is essential to identify areas for improvement. In such a
situation, international cooperation through the OECD plays a major role in the entire reform process. The BEPS
rules represent a key moment in the evolution of international tax policy, addressing the complex challenges
associated with the digital economy. The Two-Pillar Solution marks a significant step towards a fairer and more
stable international tax system for the digital age. However, its ultimate success depends on solving problems and
improving implementation through constant dialogue and cooperation, especially in terms of double taxation
agreements. Thanks to the adaptability of this tool, it is possible to achieve the expected results in improving the
efficiency of the international tax system.
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3axapos .M.
3HaueHHs] BIPOBAsKEeHHSI «IBOCTyneHeBoro pimennsi» (Two-Pillar Solution)
JJ151 MIPKHAPO/IHOI CCTEMH ONOJATKYBAaHHSI

CBiTOBa €KOHOMIKa 3a3Haja MIBHAKOI HU(poBoi TpaHchopMamii, M0 BUKIMKAIO KPUTHYHI AHUCKYCIi IIOTO
e(eKTHBHOCTI ICHYIOUMX MDKHApOJHHMX ITOJaTKOBMX CHCTEM. TpamuiiiiHi HOpMHM Ta IpaBHJa BUSBIAIOTHCS
HEJOCTAaTHIMHU JUIsl BHUPILIECHHS JUHAMIYHUX NPOOJIEM, IOB’S3aHUX 13 PO3BUTKOM LU(POBOi €KOHOMIKH, /¢ HOBI
JDKeperia CTBOPEHHs BapTOCTI Ta iHHOBaNLiifHI Oi3Hec-MOJeli KMIAaloTh BUKIMK BCTAHOBICHHM HOpPMaM PO3IOALTY
npuOyTKY Ta B3a€EMO3B’3KiB. BomHOYac HeMaTepiaibHi JKepeia CTBOPEHHS BAPTOCTI CIIPUSIOTh YHUKHEHHIO CIIIIATH
MOJATKIB TPaHCHAIIOHATIBHUMHE KopriopanisMu. [IpaBuiia npoTraii po3MUBaHHIO TTOIATKOBOT 0a3u Ta MepeMilIeHHIO
npudyTky (BEPS) cTaroTh K1r040BOIO 1HIMIATHBOO IS MPOTHIT MM BUKJIMKAM. Y CTaTTi BU3HAYEHO CKIIQJHOCTI B
pedopMyBaHHI CydacHOT Mi>KHAPOIHOI ITOIATKOBOI CHCTEMH, HATOJIOIIYIOYH Ha HEOOXiTHOCTI MOCTIHHOTO aianory,
CHmiBIpani Ta ajanTauii A0 MIiHIMBHX EKOHOMIYHHX yMOB. [IBOCTyNeHeBe pIllIEHHS — BaXJIMBUH IHCTPYMEHT Y
60poTh0i 3 arpeCHBHUM T10JIaTKOBUM IUIaHYBaHHSIM. [10TOYHI JUCKYCIT MiAKPECTIOOTh CKIIAJIHUN XapaKTep BIUIUBY
(pOBOT EKOHOMIKM Ha MDKHApOJHI MOJATKOBI mpaBuia. E(EeKTHBHUII MOHITOPHHI IMIUIEMEHTALil Ta BIUIUBY
JIBOCTYIIEHEBOT'O PIllIEHHs] Ma€ BUpIllIaNbHe 3HAYEHHs JUIsl 00NacTel MoKpalieHHs, TPUIOMy MXKHApOJIHA CITiBIpalls
gepe3 OECP Bigirpae neHTpaibHy posb y oMy mpomeci pegopm. IIpaBuma BEPS posrisgaioTees sik KpUTHYHE
pilleHHS B €BOJIOWii MiKHAPOJHOI IMONATKOBOI IOJITHKH B TMOJOJAaHHI BUKIHKIB, TOB’S3aHUX 3 LHU(POBOIO
€KOHOMIKOI0. Y CITiX BIIPOBA/KCHHS 1HILIaTHBU JABOCTYIIEHEBOTO PIIICHHS 3AJICKUTH BiJl €DEeKTHBHOI CITiBIpaIll Mixk
KpaiHam#, 30KpeMa B KOHTEKCTiI Yroj NMpO YHHKHEHHS IOABIHHOTO OMNOAATKyBaHHS. BHYTpimIHS 3IaTHICTH 10
aJlanTaIlii MbOro IHCTPYMEHTY Ma€ MOTEHINa I MiBUIICHHS ¢EKTUBHOCTI MIXKHAPOIHOI MOJATKOBOI CHCTEMH,
OCKIJIBKY BOHA 0e31ocepeTHH0 BPAaXOBY€E BUKINKH Ta YMOBH U(POBOT €EKOHOMIKH.

Kumouogi ciioBa: BEPS; tpancdepTHe 1iHOYTBOPEHHS; OMOAATKYBaHHS; JABOCTYICHeBe pituenHs; Two-Pillar
Solution; OECP.
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