Preface

by Professor Dale Pinto

Once we saw issues and problems throngh the prism of a village or nation-state, especially
if we were lawyers. Now we see the challenges of our time through the world’s eye."

In many ways, the need to adopt an international approach to tax policy in the
face an increasingly integrated and globalised world should be self-evident. And
though this need is supported by the literature, there has been (and continues
to be) a reluctance on the part of countries to adopt multilateral approaches to
solving emerging problems in the taxation arena.

This reluctance can be explained by two main factors. First, as trade between
nations has become truly international leading to a greater level of cross-border
economic integration,” the world continues to be organised politically into nation-
states with sovereign governments, leading to a friction between economic and
political structures of the world. In other words, while governmental policies,
regulations and institutions tend to be nation-based, economic activity is
increasingly becoming internationally-based and therefore a conflict is likely to
occur in many policy areas, including in the area of taxation policy.

Secondly, and perhaps most significantly in the taxation area, is the fact
that national governments are reluctant to relinquish sovereignty concerning
tax policy. Cockfield has observed in this regard that the desire to protect
sovereignty is possibly the main impediment to efforts to formulate effective tax
rules to govern international transactions.” However, as globalisation continues
and as businesses become more interdependent and integrated—countries may
have little choice but to engage in greater international cooperation and adopt
a global framework where multilateral solutions are adopted to protect their tax
bases and therefore their ability to fund public goods.*
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Returning to the literature, though many commentators, studies and reports
agree that a global framework and international cooperation to govern taxation
policy is desirable,” few (if any) have considered Aow international cooperation
could effectively be achieved. Currently, no international body like the World
Trade Organisation exists for tax matters. The main forum for cooperation in
international tax matters is the Organisation for Economic Cooperation and
Development (OECD). The OECD’s Committee on Fiscal Affairs, supported
by the activities of its various Working Parties, is currently the most influential
international organisation for tax issues. The work of the OECD in international
tax matters is very extensive and has intensified with the current interest in
electronic commerce and tax competition — it fulfils an important information
role. Nevertheless, the activities of the OECD in the tax policy field falls short
of what is needed to be truly global, since its membership is currently limited
to thirty countries. Also, Tanzi has argued that the role of the OECD probably
falls short at the political level, as it is principally concerned with the diffusion
of information and the discussion of technical issues, rather than having any
real decision-making power and binding authority and control over its Member
nations.’

Given these deficiencies, Professor Sawyer’s book is very timely and will
make a significant contribution to the literature in this area as it argues that
consideration should be given to broaden the extent of international tax
cooperation so that it truly becomes multilateral through the establishment of
a World Tax Organisation (or International Tax Organisation (ITO’) as it is
referred to in the work).

Tempered with the reality of international politics, the book advances the
notion that such an organisation should be initially established with a specific
initial jurisdiction. This initial jurisdiction is defined by the author to be in
the area or the provision of binding (advance) rulings (involving cross-border
business transactions) and advance pricing agreements (‘APAs’). Assuming the
ITO is successful in this initial area of jurisdiction, the author then advocates
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for the ITO’ jurisdiction to be expanded. Thus an incremental approach to
achieving multilateralism is advocated by Professor Sawyer which is, in my view,
a very sensible approach.

The structure of the book is described in the Introduction and accordingly
will not be repeated here, except to say that the structure adopted is logical and
the chapters link well with each other. Important background information in
relation to the driving forces behind such a proposal — including globalisation
— are described and analysed in some detail. Also, a survey of the current
forms of international coordination and review of existing literature is usefully
undertaken before the proposal is put forward and developed in the context of
binding (advance) rulings and APAs.

The writing style of the author is clear and comprehensive and both students
and practitioner alike will benefit enormously not only from the text itself but
the many references that are contained in each chapter. As such I believe that
this book will be useful for both students and practitioners and would represent
a welcome addition to any tax library.



