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Has the Push for Information
Exchange Been Effective?

by Kristen A. Parillo
The question of how successful the G-20 and

OECD have been in getting tax havens to become
more transparent was a hot topic at a June 6-8 confer-
ence in Lisbon.

Economists, scholars, and practitioners gathered at a
conference on EU tax policy that was hosted by the
Instituto de Direito Económico Financeiro e Fiscal of
the University of Lisbon School of Law and organized
by Rita de la Féria, a senior research fellow at the Ox-
ford University Centre for Business Taxation and visit-
ing professor at the University of Lisbon School of
Law.

Clemens Fuest, research director of the Oxford Uni-
versity Centre for Business Taxation, presented the
findings of a paper he recently wrote with Katarzyna
Bilicka that analyzes the tax information exchange
agreements signed by tax havens since 2007. (The pa-
per is available at http://www.sbs.ox.ac.uk/centres/
tax/papers/Pages/PaperWP1211.aspx). He noted that
tax havens and other offshore financial centers have
come under increased political pressure to cooperate
and exchange tax information with high-tax countries
since the April 2009 G-20 summit in London, when
the leaders of the G-20 countries declared an end to
the era of banking secrecy and said they stood ‘‘ready
to deploy sanctions to protect [their] public finances
and financial systems’’ against jurisdictions that fail to
comply with OECD information sharing standards.

At the conclusion of the G-20 summit, the OECD
issued a tiered progress report that grouped jurisdic-
tions into three categories: those that have substantially
implemented the internationally agreed tax information
exchange standard (the white list); those that have com-
mitted to the international standard but have not yet
substantially implemented it (the gray list); and those
that have yet to commit to the international standard
(the blacklist). To be moved to the white list, a jurisdic-
tion must sign a minimum of 12 agreements —
whether in the form of a TIEA, an income tax treaty,

or some other arrangement — that meet the OECD
information exchange standard. The OECD Global
Forum on Transparency and Exchange of Information
for Tax Purposes established a peer review process in
October 2009 to evaluate the progress made by coun-
tries in implementing the international standard.

Fuest’s paper set out to examine how tax havens
have chosen their TIEA (or tax treaty) partners, in par-
ticular whether they have signed agreements with the
‘‘relevant’’ jurisdictions or whether they have systemati-
cally avoided doing so. A jurisdiction’s relevance was
measured by three variables: foreign direct investment
(FDI — the stock of FDI a country holds in the tax
haven), portfolio investment (the stock of portfolio in-
vestment a country holds in the tax haven), and trade
(exports from the country to the tax haven).

Fuest looked at all TIEAs signed between January
2007 and January 2012 that were in the OECD’s on-
line database and also took into account income tax
treaties that include information exchange provisions
that comply with the OECD standard. (Between 2000
and 2011, a total of 590 TIEAs were signed, of which
555 were agreements in which at least one partner was
a tax haven. Most of the TIEAs were signed after
2008.)

Fuest found that tax havens on average have signed
more TIEAs with countries to which they have stron-
ger economic links in the form of FDI and trade (the
results for portfolio investment were weaker). The aver-
age probability of a tax haven signing a TIEA with a
non-U.S. country was 38 percent, while for the U.S. it
was 47 percent. An extra $1 billion of FDI into a tax
haven from a given country increased the likelihood of
an agreement between the pair by 0.56 percent; an ex-
tra $1 billion in trade increased the likelihood by 1.73
percent.

Fuest also analyzed whether tax havens have signed
TIEAs with the five countries to which they have the
strongest economic links, measured by inward FDI into
the tax haven, inward portfolio investment, and exports
to the tax haven. He found that on average, tax havens
have agreements (either a TIEA or tax treaty) with
only 2.36 of those countries. ‘‘You would expect that
because these are important countries for the tax ha-
vens, that they’d have four or five agreements,’’ Fuest
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said. ‘‘You don’t get that. We don’t observe anything
close to complete coverage of the most important eco-
nomic partner countries. Roughly only half are cov-
ered.’’

Fuest also examined whether the process of signing
TIEAs slows down after a tax haven has signed 12
TIEAs (the minimum necessary to comply with the
OECD standard). On average, a tax haven needed 600
days to sign the first agreement and 1,000 days to sign
12 agreements. After the 12th agreement is signed, the
pace of signing further agreements seems to slow
down. ‘‘This seems to suggest — and I have no evi-
dence, so I wouldn’t overemphasize this — that coun-
tries relatively quickly sign their first 12 agreements
and then slow down,’’ Fuest said, adding that more
time must pass before it can be determined how accu-
rate that finding really is.

The results of the study suggest that in general, the
G-20/OECD initiative and the pressure put on tax ha-
vens to sign TIEAs with the ‘‘right’’ countries have
been successful, Fuest said. ‘‘Or at least, we don’t find
support for the view that tax havens are systematically
signing TIEAs with countries where information ex-
change is unlikely to matter because economic relation-
ships are negligible.’’

‘‘However, if the objective of the initiative is to have
complete information exchange among all economi-
cally important countries, it’s fair to say we’re still
quite far away from that,’’ he said. ‘‘On average, tax
havens only have TIEAs with roughly half of their five
most important economic partner countries.’’

Are TIEAs Effective?
Fuest said that whether information exchange is

working in practice is not yet known. ‘‘Addressing that
is difficult because there is very little data available,’’
he said, though he noted that the OECD global forum
peer review process is ongoing. ‘‘Overall, if you com-
pare the current situation to what it was 10 years ago,
there’s been a tremendous increase in agreements be-
tween important countries that are pushing for infor-
mation exchange. So I think overall this is good news
for the OECD initiative.’’

Ana Paula Dourado, a professor of international
and European tax law at the University of Lisbon and
vice president of the Instituto de Direito Económico
Financeiro e Fiscal, wondered whether the flurry of
TIEA signing has resulted in a repatriation of savings
from tax havens to home countries. She noted that re-
cent research by Niels Johannesen of the University of
Copenhagen has shown that there has not been a sig-
nificant amount of repatriation. (For prior coverage of
Johannesen’s research, see Doc 2012-9856 or 2012 WTD
90-4.)

The question, therefore, is whether those savings
have simply been moved to another uncooperative ju-
risdiction or whether beneficial ownership has been
changed, she said. ‘‘I’m wondering whether all this
effort being made by the global forum will lead us to
an effective result,’’ Dourado said, adding that the
OECD initiative can be truly effective only when all
jurisdictions cooperate. ‘‘Because if there are gaps, it
seems like there will always be the possibility of shift-
ing funds.’’

Fuest said it’s likely the OECD will increase the
threshold of TIEAs required to meet the international
standard and will exert more pressure on remaining
uncooperative jurisdictions. ‘‘There is a theoretical ar-
gument that the smaller the number of remaining tax
havens, the larger the incentive is to remain a tax ha-
ven because then they don’t have to compete with
other tax havens,’’ he said. ‘‘It’s an interesting question
because politically it’s becoming uncomfortable for tax
havens.’’

Dourado also expressed concern about the possibil-
ity that more countries will follow the lead of countries
like the United States and Switzerland, which agreed
to amend their tax treaty to allow for information re-
quests based on ‘‘behavioral pattern,’’ a provision that
she said goes beyond the OECD ‘‘foreseeable rel-
evance’’ standard.

‘‘What if every country in the global forum entered
into a bilateral agreement going in that direction?’’ she
said. ‘‘Is this what we really want? I find it really dan-
gerous because we are moving away from the OECD
standard, and taxpayers’ rights and the rule of law can
be seriously damaged.’’

Dourado further wondered what effect Switzerland’s
recent bilateral withholding tax agreements with the
U.K., Germany, and Austria will have on information
exchange. Under those agreements, U.K., German, and
Austrian residents can satisfy past tax obligations on
their Swiss bank accounts either by voluntarily disclos-
ing their assets to their home country or by making a
one-time anonymous lump sum payment. Switzerland
will impose a withholding tax on future investment
income and capital gains and transfer the tax proceeds
to the resident’s home country. The agreements will
therefore enable the U.K., Germany, and Austria to
collect tax revenue while allowing the owners of unde-
clared accounts to remain anonymous. (For prior cov-
erage, see Doc 2012-11723 or 2012 WTD 106-4.)

‘‘The big question now is whether those agreements
will challenge this trend of exchange of information,’’
she said.

♦ Kristen A. Parillo is a legal reporter with Tax Notes
International. E-mail: kparillo@tax.org
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