
LEGAL
Chair | Nini Dang

Standard Committee Background Guide
Houston Area Model United Nations 47

January 27-28, 2022

Houston Area 
Model United Nations
Standard Committee



Hello delegates! My name is Nini Dang and I’ll be your chair for the GA Legal committee this

year! I am currently a junior studying Political Science and Public Relations and I’m super

excited to be meeting all of you! I’ve been doing Model UN since my freshman year of high

school so I hope to give you the same fun and exciting environment that I was given. I’m super

happy to be able to see all of your smiling faces this year despite this ugly pandemic that’s hurt

and harmed so many of you. I commend you all for working so hard despite these difficult times

and for getting your brains ready for some resolutions. Be confident and be yourself and bring

your best selves! Speak up and talk to people that are maybe out of your comfort zone, use this

conference to meet new friends or find a new passion! If you need anything or have any

questions, don’t hesitate to reach out! I’d love to help. See you soon!

Stay safe and be happy,

Nini Dang; Legal Chair

She/Her/Hers

nini1dang@gmail.com

mailto:nini1dang@gmail.com


Greetings delegates! I’m Dean Zach, and I’ll be serving as your GA Legal vice chair for

HAMUN 47. Right now, I’m a sophomore at Trinity University (in San Antonio) likely

double-majoring in political science and English. I participated in Model UN all four years of

high school, and I always loved HAMUN for its absurdity and for the opportunity that it

provided to meet like-minded people. My journey as a HAMUN delegate began in January 2017

as the Liechtenstein rep. in SPECPOL and ended in January 2020 as a shady Sicilian politician in

one of the crisis committees just about two months before all of the lockdowns hit. As a result of

the pandemic I avoided Model UN altogether, but I realized I enjoyed it too much to completely

abandon it, so I’m back now and looking forward to seeing everyone in-person again! My advice

for first-time delegates: don’t be afraid to send notes or talk to people from different schools.

Also, the work you do during unmoderated caucuses is just as important as everything else.

See you soon,

Dean Zach; Legal Vice Chair

He/Him/His

dzach@trinity.edu

mailto:dzach@trinity.edu


Committee Background

The Sixth Committee is the primary forum for the consideration of legal questions in the

General Assembly (GA). All UN Member States are entitled to representation on the Sixth

Committee, as it is one of the main committees of the GA. It deals primarily with legal matters

and is the primary forum for the consideration of international law and other legal matters

concerning the United Nations.

The Sixth Committee of the General Assembly also works on other legal issues that are

referred by the Bureau of the GA on an annual or biannual basis. These include the annual

resolution on “measures to eliminate international terrorism,” under which the GA adopted a

number of important international conventions in the fight against terrorism. Other items on the

Committee’s agenda include the criminal responsibility of officials and experts from the United

Nations mission in host countries; the rule of law at national and international levels; the scope

and application of the principle of universal jurisdiction (in which defendants with citizenship in

one country who are accused of a crime in another country can be prosecuted in a third-party

country); the administration of justice at the UN; the status of the Protocols to the Geneva

Conventions of 1949 relating to the protection of victims of armed conflict; and measures to

improve the protection and security of missions and diplomatic and consular representatives.

Also within the framework of the Sixth Committee takes place the “International Law

Week,” during which the annual meeting of Legal Advisers of various countries is convened.

The reports of the International Court of Justice (ICJ) and the International Criminal Court (ICC)

are presented during this week to the Plenary of the GA. However, the Sixth Committee does not

completely exhaust the consideration of legal affairs at the United Nations, since certain legal

areas of great relevance are directly dealt with by GA Plenary.

https://www.hrw.org/news/2009/10/19/basic-facts-universal-jurisdiction#


The Problem

Right now, powerful corporations are taking advantage of member states and their

peoples all across the world by (a) suing (usually smaller) countries that pass laws which

threaten corporations’ power and (b) hiding their money in tax havens, allowing

corporations to hoard their wealth instead of paying their fair share. Over the course of this

committee session, delegates should develop a solution that addresses one or both of these

loopholes in the international legal system in order to best promote “the social and economic

advancement of all peoples,” as the UN Charter states.

Key terms: multinational corporation (MNC), globalization, free trade, investor-state

dispute settlement (ISDS), bilateral investment treaty (BIT), tax haven, shell company

Historical Context

Part I: The First Multinationals

On December 31st, 1600, Queen Elizabeth I granted a royal charter to the Governor and

Company of Merchants of London Trading into the East Indies, a.k.a. the British East India

Company, arguably the world’s first multinational corporation (MNC). Two years later, the

Dutch government founded the Dutch East India company (a.k.a. the VOC after its Dutch name),

arguably to date the world’s biggest and most influential MNC. Over the course of the next two

centuries, the two corporations would come to dominate the global economy and shape world

history by forging monopolies or lucrative trades in valuable goods like nutmeg, tea, and silk,

powering the Atlantic slave trade, conquering India with a 250,000-strong private army,

introducing opium to China, and perpetrating mass killings in Bengal and the Banda Islands, in

the process bringing millions of pounds and guilders into the pockets of their shareholders.

Essentially, the East India Company and the VOC served as rogue nation-states that controlled

https://www.un.org/en/about-us/un-charter/full-text/#:~:text=the%20economic%20and%20social%20advancement%20of%20all%20peoples
https://www.britannica.com/topic/East-India-Company
https://www.theguardian.com/world/2015/mar/04/east-india-company-original-corporate-raiders
https://www.nationalgeographic.com/culture/article/british-east-india-trading-company-most-powerful-business
https://www.environmentandsociety.org/tools/keywords/bengal-famine-1770
https://www.newyorker.com/magazine/2019/04/01/how-the-little-ice-age-changed-history#:~:text=killed%20fifteen%20thousand%20islanders
https://www.newyorker.com/magazine/2021/08/23/britains-idyllic-country-houses-reveal-a-darker-history#:~:text=tax%20collectors%20steadily%20shipped%20their%20dues


large swaths of the global economy and wielded more actual economic power than the states that

allowed them to prosper. Sound familiar?

Part II: The Multinational Today

The MNC as we know it today was born out of the phenomenon of globalization. Just

like “multinational corporation,” “globalization” is a vaguely defined term that is used to

describe a huge umbrella of things, from the Syrian refugee crisis to the global spread of K-pop,

but here it refers to the greater flow of trade and commerce between countries and growing

economic interdependence of countries largely as a result of advancements in technology

(e.g., the Internet or the shipping container).

After the end of the world wars, the stability brought upon the global economy by (a) the

economic and political dominance of the United States among capitalist countries and (b) the

popularization of technologies like the shipping container and the airliner led to a new era of

globalization, called the “Second Wave of Globalization” by the World Economic Forum. After

the collapse of the USSR in 1989, globalization accelerated with the spread of free trade, a set

of policies which promotes low tariffs, or taxes on imported goods, removal of trade barriers

like government subsidies for domestic industry, and also the explosion of popularity in

computers and the Internet. The post-Cold War era also saw the rise of the World Trade

Organization (WTO) to promote free trade and resolve trade disputes between countries. In the

post-WWII and post-Cold War period, MNCs like Philip Morris International (the world’s

largest tobacco company), Nestlé S.A. (the world’s largest food company), Barrick Gold (one of

the world’s largest gold miners), Nike, ExxonMobil, Chevron, Royal Dutch Shell, and

Occidental Petroleum thrived.

https://www.weforum.org/agenda/2019/01/how-globalization-4-0-fits-into-the-history-of-globalization/#:~:text=Second%20and%20third%20wave%20of%20globalization
https://www.forbes.com/companies/philip-morris-international/
https://www.forbes.com/sites/chloesorvino/2020/05/13/the-worlds-largest-food-and-restaurant-companies-in-2020/?sh=3d2e5b26262d
https://www.forbes.com/companies/barrick-gold/?sh=23202505558e
https://www.forbes.com/companies/occidental-petroleum/?sh=3a5987803be2


Current Situation

Many multinational corporations have been able to thrive in a free trade environment by

taking advantage of cheap labor in less developed countries to lower their production costs.

However, they have also become so large, powerful and wealthy by taking advantage of two

notable loopholes in the international legal system: first, an obscure international legal procedure

called investor-state dispute settlement (ISDS); second, tax havens.

Part I: Investor-state dispute settlement (ISDS)

In 2010, Philip Morris International (PMI), based in Switzerland, sued the small

South American country of Uruguay in an international court because of Uruguayan laws that

banned smoking in public places and made it mandatory for all tobacco packaging to include

large health warnings that covered at least 80% of the cigarette package, a so-called “plain

packaging” law. They were able to do this because of the international legal process known as

investor-state dispute settlement (ISDS). In its Oct. 11, 2014 edition, newsmagazine The

Economist sums up ISDS nicely:

If you wanted to convince the public that international trade agreements are a way to let

multinational companies get rich at the expense of ordinary people, this is what you

would do: give foreign firms a special right to apply to a secretive tribunal of highly paid

corporate lawyers for compensation whenever a government passes a law to, say,

discourage smoking, protect the environment or prevent a nuclear catastrophe. Yet that is

precisely what thousands of trade and investment treaties over the past half century have

done, through a process known as 'investor-state dispute settlement', or ISDS.

Essentially, ISDS allows MNCs to pursue legal action against countries that the MNC

believes have threatened its ability to make as much profit as possible. ISDS allows MNCs who

https://www.economist.com/finance-and-economics/2014/10/11/the-arbitration-game


are motivated by greed to sue and sometimes defeat countries who are acting in the best interest

of their citizens. Thus, ISDS allows corporations to slow down necessary action on key

issues like obesity, environmental pollution and climate change by claiming that such action

would harm their profits. Ultimately, ISDS allows corporations to bully smaller countries into

doing their bidding and thus weakens the power of states overall in favor of rogue MNCs.

ISDS works by exploiting vague provisions in international trade and investment

treaties. Basically, if a country does something that a MNC does not like (like requiring large

health warnings on cigarette packaging), the MNC can dig up obscure trade treaty clauses like

the FET provision, a vague clause which says that a country must treat another’s investors

“fairly and equitably,” or an expropriation clause, which promises that a country will not seize

the intellectual property of another country’s corporations. Then, using an ISDS clause, which

says that “one country’s investors can file claims against the government of another,” the MNC

sues the offending country.

For example, say Texas became an independent country and wanted to trade with

Uruguay. They would sign a bilateral investment treaty (BIT) with Uruguay so that a company

based in Texas could directly invest in Uruguay (say, if HEB wanted to open stores there.) This

treaty contains an ISDS clause stating that arbitration occurs between a Texas corporation and

Uruguay in the event of a dispute. Then, if Uruguay decided to forcibly close an HEB store

because, say, the store continued to use plastic bags after Uruguay passed a law banning them,

HEB could sue Uruguay for violating the terms of the Texas-Uruguay BIT when Uruguay seized

the property of a Texas company. The lawsuit then goes to an international tribunal like ICSID,

where a tribunal of three judges sorts out whether the trade agreement has been violated or not,

usually after years and millions in legal fees that could cripple a small country.

https://harvardilj.org/2015/09/a-fly-in-the-ointment-the-tpps-investor-state-dispute-settlement-clause/
https://icsid.worldbank.org/


After 6 years and $7 million in legal fees for Uruguay, the tribunal ruled in favor of

Uruguay, upheld the legality of its anti-smoking measures, and ordered PMI to pay the legal fees.

At first glance, it seems like the decision, as well as decisions in other cases like Philip Morris v.

Australia, was a victory for Uruguay and all countries who want to enact plain packaging laws.

However, some saw the fact that the case was being considered at all as a victory for PMI.

According to one anti-smoking advocate, “[PMI]’s goal in launching the suit has been realized,

six years and millions of dollars have been spent defending a nondiscriminatory law that was

intended purely to protect public health …. This has

already resulted in regulatory chill in other countries,

preventing tobacco legislation that would have saved

lives.” Indeed, as John Oliver mentioned in a 2015

segment, many corporations use ISDS to bully small

countries that try to fight big, exploitative corporations. After the small West African country of

Togo proposed a similar anti-smoking plain packaging law in 2013, PMI sent it a letter

mentioning the Australia lawsuit  and threatening similar international legal action that would

cost Togo millions in legal fees. As a result, the Togo law has not yet been passed, and after

threats made by PMI against Jamaica, Gabon, and Namibia, similar laws have either not been

passed or been passed in a watered-down form.

Although pretty much all lawsuits by tobacco companies against countries with

anti-tobacco laws have already been thrown out by international courts after protracted litigation,

some companies in other industries have actually won their ISDS suits against countries,

highlighting the dangers of the system as it exists today. In 2012, Ecuador lost a lawsuit against

Houston-based petroleum company Occidental Petroleum (Oxy) and had to pay Oxy around

https://www.reuters.com/article/us-pmi-uruguay-lawsuit/phillip-morris-loses-tough-on-tobacco-lawsuit-in-uruguay-idUSKCN0ZO2LZ
https://www.youtube.com/watch?v=6UsHHOCH4q8
https://www.youtube.com/watch?v=6UsHHOCH4q8
https://www.tobaccofreekids.org/what-we-do/global/legal/trade-and-investment/threats-and-allegations
http://arbitrationblog.kluwerarbitration.com/2012/12/19/icsids-largest-award-in-history-an-overview-of-occidental-petroleum-corporation-v-the-republic-of-ecuador/


$1.4 billion because an international tribunal ruled that Ecuador breached the terms of a

U.S.-Ecuador investment treaty when it disputed Oxy’s attempted sale of some of its Amazon

drilling rights to a firm that hadn’t been vetted by the Ecuadorian government.

In addition, many other ISDS cases resulted in a corporation losing the case but forcing a

country to pay millions in legal fees or forcing the country to delay its actions. For example, after

Egypt tried to raise its minimum wage in 2012, a French MNC named Veolia filed suit against

Egypt, claiming that the minimum wage increase would damage Veolia’s investments and violate

the terms of a France-Egypt trade agreement. In 2018, a court threw out the lawsuit, but Egypt

had to spend six years and likely millions in legal fees defending the case.

Also, many other ISDS cases have yet to be resolved. In 2020, after Papua New Guinea

refused to extend a lease on a gold mine because of concerns about its impact on the

environment and rapes committed by mine security guards, Barrick Gold (the world’s largest

gold mining company) filed suit, claiming that the mine’s closure would violate the terms of a

PNG-Australia treaty. A decision has not yet been made, and the mine reopened in April 2021

when Barrick and PNG reached a negotiated settlement, five months after MiningWatch Canada

reported that “Barrick’s legal pressure on the PNG government appears to have compelled the

government to continue negotiations on the mine.”

Without action by the UN, abuse of ISDS and the international tribunal system by

corporations will only get worse and worse. In fact, as the graph below from a 2021 UNCTAD

report shows, the number of ISDS cases has been growing in recent years, and 2020 saw the

sixth-most ISDS cases ever. If action is not

taken, the consequences for countries could be

grave. In particular, corporations have used

https://www.isds.bilaterals.org/?veolia-loses-isds-case-against
https://www.isds.bilaterals.org/?veolia-loses-isds-case-against
https://www.isds.bilaterals.org/?veolia-loses-isds-case-against
https://news.climate.columbia.edu/2019/03/15/mining-pollution-papua-new-guinea/#comment-2011510
https://news.climate.columbia.edu/2019/03/15/mining-pollution-papua-new-guinea/#comment-2011510
https://www.theguardian.com/world/2015/apr/03/canada-barrick-gold-mining-compensates-papua-new-guinea-women-rape
https://investmentpolicy.unctad.org/investment-dispute-settlement/cases/1097/barrick-v-papua-new-guinea
https://www.mining-technology.com/news/barrick-looking-to-reopen-porgera-gold-mine/
https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf
https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf


this loophole to delay much-needed action on climate change, such as in 2009, when

Sweden-based energy company Vattenfall forced Germany to open a coal power plant because

not doing so would have risked a ruling “ordering [the] payment of a massive amount of

compensation” from Germany to Vattenfall.

It should be noted, however, that most ISDS cases are filed against countries in the

developing world like Peru, Mexico, Egypt, or India or transition economies like Poland or

Croatia, and many developed nations actually stand to gain in some way from the system as

it exists today. (Although, ISDS cases can happen against anyone, as Canada learned with

ExxonMobil in 2012, and as Germany learned with Vattenfall in 2009.) Indeed, according to The

Economist, “so far, the country showing least interest in moving away from the current practice

is America,” where many MNCs are based. Investors based in the U.S. and other developed

nations like the U.K. and the Netherlands have argued that ISDS is actually good, as it ensures

an uninterrupted flow of foreign direct investment by MNCs and economic development of

poorer developing countries. After all, its human rights abuses aside, Barrick Gold’s mine in

Papua New Guinea employed more than 5,000 people and accounted for about 10% of PNG’s

total exports. Why would developing nations want to give this up?

In sum, giving MNCs the ability to sue countries via the ISDS loophole allows MNCs to

act as countries themselves by influencing other countries’ public policies; some, but not all,

countries have argued that giving greedy corporations such power inevitably has negative

consequences.

Part II: Tax Havens

Simply put, tax havens (also known as offshore financial centers (OFCs) but, for the

sake of simplicity, referred to here as tax havens) are countries or subnational entities (like states,

https://www.citizen.org/wp-content/uploads/egregious-investor-state-attacks-case-studies_4.pdf
https://www.citizen.org/wp-content/uploads/egregious-investor-state-attacks-case-studies_4.pdf
https://www.economist.com/finance-and-economics/2014/10/11/the-arbitration-game/#:~:text=the%20country%20showing%20least%20interest%20in%20moving%20away
https://www.economist.com/finance-and-economics/2014/10/11/the-arbitration-game/#:~:text=the%20country%20showing%20least%20interest%20in%20moving%20away
https://www.theguardian.com/world/2020/may/12/politics-and-porgera-why-papua-new-guinea-cancelled-the-lease-on-one-of-its-biggest-mines


provinces or overseas territories) in which wealthy individuals or corporations are able to hide

their money, usually to avoid paying taxes somewhere else. In general, they are able to do this by

taking advantage of extremely low tax rates in certain entities; for example, the Cayman Islands,

a British Overseas Territory, does not have a corporate tax or an income tax on its residents, and

so many wealthy people and companies who want to hide their money create shell companies—

companies that exist only on paper and essentially serve as fronts for actual owners who remain

secret— and register in them in the Caymans.

In order to take advantage of tax havens’ low taxes and secrecy, there are several

methods. Notably, many MNCs report their profits in their headquarters in a low-tax region,

sometimes called a corporate or multinational tax haven, instead of their HQ in a high-tax

region. Corporate tax havens include Ireland, Singapore, and Switzerland, all of which have

lower corporate tax rates than other countries. For example, Ireland only has a 12.5% tax on

corporations’ profits, one of the lowest in Europe.

In addition to the Cayman Islands and Ireland, examples of tax havens include

subnationals like the British Virgin Islands, Bermuda, and even South Dakota and countries like

Panama and Mauritius. In fact, according to the Associated Press, from 2000-2018 “U.S.

companies booked half of all foreign profits in just seven low-tax jurisdictions: Bermuda, the

Cayman Islands, Ireland, Luxembourg, the Netherlands, Singapore and Switzerland.”

Also, a 2019 IMF report found that the 500 largest U.S. corporations held $2.6 trillion in

offshore tax havens in 2017, “avoiding up to $767 billion in U.S. federal income taxes.” For

example, in 2017 Nike was able to avoid $3.6 billion in U.S. taxes by reportedly holding $10.7

billion in unrepatriated income in countries “with an income tax rate of 10 percent or less”— i.e.,

tax havens.

https://taxfoundation.org/2021-corporate-tax-rates-in-europe/
https://www.theguardian.com/world/2019/nov/14/the-great-american-tax-haven-why-the-super-rich-love-south-dakota-trust-laws
https://apnews.com/article/donald-trump-europe-health-coronavirus-pandemic-business-1ad0c2e08fc614f06ce83aca9b34ae84
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm
https://itep.org/fortune-500-companies-hold-a-record-26-trillion-offshore/


The usage of tax havens by multinational corporations has had an extremely destructive

effect on some countries, but has been quite positive for others. According to the Tax Justice

Network, governments have had $245 billion stolen from them annually when their MNCs flee

to offshore tax havens and $182 billion stolen when wealthy individuals hide their money in tax

havens. In particular, impoverished West African nations like Senegal and Mali have had

millions in taxes that could have gone to building schools, roads, or indoor plumbing instead

hidden in offshore companies by the rich and powerful. With their lack of transparency, tax

havens also often enable corruption and organized crime.

On the other hand, being tax havens has proved extremely beneficial for states like

Ireland, the Seychelles, and Switzerland. In fact, Ireland’s low corporate and income taxes have

allowed it to grow its economy by hundreds of thousands of jobs and billions of euros at the

expense of other nations, and the Seychelles, a small Indian Ocean archipelago with dozens of

firms that help set up shell companies, has the highest per capita GDP in Africa.

In addition, tax havens foster global inequality. Per the AP, “from 1985 to 2018, the

global average corporate statutory tax rate fell from 49% to 24%,” because countries felt like

they had to compete to attract MNCs by offering low taxes. When this happens, a higher

percentage of the tax burden is shifted onto workers instead of companies, and global inequality

grows — rich companies get richer while poor workers get poorer.

Past UN Action

In 2019, a UN body called UNCITRAL issued a report arguing for forcing corporations

to be represented by their home countries in their disputes with other countries (called

state-to-state arbitration, as in the USMCA) or making the international court system more

reliant on precedent, so that the arbitration process is more consistent. In addition, the EU has

https://taxjustice.net/press/heads-of-state-launch-historic-un-plan-to-stamp-out-global-tax-abuse/#:~:text=which%20is%20currently%20estimated%20to%20cost%20countries%20over
https://taxjustice.net/press/heads-of-state-launch-historic-un-plan-to-stamp-out-global-tax-abuse/#:~:text=which%20is%20currently%20estimated%20to%20cost%20countries%20over
https://www.icij.org/investigations/west-africa-leaks/officials-businesses-traffickers-hide-billions-cash-starved-governments-offshore/
https://www.nytimes.com/2021/07/08/business/ireland-minimum-corporate-tax.html
https://www.icij.org/investigations/offshore/sun-and-shadows-how-island-paradise-became-haven-dirty-money/
https://www.icij.org/investigations/offshore/sun-and-shadows-how-island-paradise-became-haven-dirty-money/#:~:text=dozens%20of%20firms%20on%20the%20islands
https://apnews.com/article/donald-trump-europe-health-coronavirus-pandemic-business-1ad0c2e08fc614f06ce83aca9b34ae84
https://www.iisd.org/itn/en/2019/10/02/uncitral-working-group-iii-promoting-alternatives-to-investor-state-arbitration-as-isds-reform-jane-kelsey/#_ftn1
https://undocs.org/en/A/CN.9/970
https://www.iisd.org/itn/en/2019/10/02/uncitral-working-group-iii-promoting-alternatives-to-investor-state-arbitration-as-isds-reform-jane-kelsey/#_ftn3


proposed creating a new international court to settle ISDS issues between corporations and

countries called the Multilateral Investment Court (MIC).

Also, another solution concerns the abolition of ISDS clauses themselves, and some

countries have taken the matter of closing the ISDS loophole into their own hands by refusing to

sign any trade agreement with an ISDS provision. For example, Brazil has refused to sign any

bilateral trade treaty that includes an ISDS clause, and South Africa has said it will do the same.

Also, Brazil has introduced its own solution seemingly banning ISDS lawsuits over cases

involving the environment, corruption, labor and health, and South Africa passed a measure that

aimed to make sure ISDS lawsuits go through its own courts and not international courts. At

present, though, there is no international agreement which fully bans ISDS clauses which allow

for corporations to sue countries and thus bully and influence them.

The most prominent UN effort to address the abuse of tax havens by the rich and

powerful has been the establishment of a panel in March 2020 called the FACTI panel to explore

a new UN tax convention to address tax havens (perhaps like the UNFCCC, which holds climate

summits like Paris 2016 and Glasgow 2021). In Feb. 2021, the panel released a report that

described tax havens as a process that “robs billions of a better future” and must be met with

nothing less than “a transformation of the global financial system” led by the United Nations.

In 2019, the IMF released a report on tax havens that mentioned the Common Reporting

Standard (CRS), a system implemented in some countries in which financial data is

automatically exchanged across borders so that government officials can “track the offshore

holdings of their taxpayers,” as the report stated. In addition, report author Jeremy Shaxson

described progress by the OECD, an organization led by rich countries, towards establishing a

two-pillar road map to eventually establish a minimum level of corporate tax.

https://www.eubusiness.com/topics/trade/investment-court
https://www.iisd.org/itn/en/2019/10/02/uncitral-working-group-iii-promoting-alternatives-to-investor-state-arbitration-as-isds-reform-jane-kelsey/#:~:text=provisions%20on%20investment%20and%20environment
https://www.iisd.org/itn/en/2019/10/02/uncitral-working-group-iii-promoting-alternatives-to-investor-state-arbitration-as-isds-reform-jane-kelsey/#:~:text=provides%20all%20investors
https://taxjustice.net/press/heads-of-state-launch-historic-un-plan-to-stamp-out-global-tax-abuse/
https://www.un.org/development/desa/financing/post-news/facti-panel-launches
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm/#:~:text=track%20the%20offshore%20holdings%20of%20their%20taxpayers
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm/#:~:text=track%20the%20offshore%20holdings%20of%20their%20taxpayers


This past year, a majority of UN member states signed onto an OECD agreement to

impose a 15% universal minimum corporate tax; an agreement which would prevent any tax

havens from developing further and ensure that corporate taxes are paid where they should be

paid. However, as of late 2021 the agreement had only been ratified by 136 out of 193 UN

member states, and the measure has yet to be implemented, since all countries must pass the 15%

corporate tax in their domestic legislatures. Furthermore, some states, like Ireland and Mauritius,

objected to the proposed 15% tax, saying it would be harmful and result in job losses for their

countries if implemented, although both eventually signed on. Some saw 15% as being too low,

such as Oxfam, the NGO, whose tax policy lead said that “the world is experiencing the largest

increase in poverty in decades and a massive explosion in inequality but this deal will do little or

nothing to halt either. Instead, it is already being seen by some wealthy nations as an excuse to

cut domestic corporate tax rates, risking a new race to the bottom.” If the problem of tax havens

is to be eradicated, it will take a new agreement between all of the UN’s member states to best

ensure that the citizens of the world benefit from tax dollars flowing into their pockets.

Other proposed solutions have been more radical. For example, some have advocated for

breaking up multinational corporations along national lines by instituting what is called “single

sales factor apportionment (SSFA),” in which company income is treated as “a function of how

much is sold in a particular country rather than how much profit is declared in that country; thus

it proposes taxing corporations based on where sales are made, not where profits are reported.”

There is also “unitary tax with formula apportionment,” a tax system which breaks up

corporations’ profits geographically according to a particular formula based on the amount of

economic activity that goes on in each country. Another alternative, perhaps, is the Chinese

model, in which many of China’s so-called “multinational” corporations have CEOs that were

https://www.oecd.org/newsroom/130-countries-and-jurisdictions-join-bold-new-framework-for-international-tax-reform.htm
https://www.weforum.org/agenda/2021/11/global-minimum-tax-rate-deal-signed-countries/
https://www.oecd.org/tax/beps/oecd-g20-inclusive-framework-members-joining-statement-on-two-pillar-solution-to-address-tax-challenges-arising-from-digitalisation-july-2021.pdf
https://www.theguardian.com/commentisfree/2014/dec/10/big-scary-global-fat-cats-multinationals-tax-dodgers
https://www.theguardian.com/commentisfree/2014/dec/10/big-scary-global-fat-cats-multinationals-tax-dodgers
https://www.theguardian.com/commentisfree/2014/dec/10/big-scary-global-fat-cats-multinationals-tax-dodgers
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm/#:~:text=tax%20with%20formulary
https://www.brookings.edu/articles/are-chinas-multinational-corporations-really-multinational/


appointed by the Chinese Communist Party (CCP), and many of its largest companies are

actually state-owned firms. Implementing this system would be one way to create state control

over rogue multinational corporations.

Things to Consider

According to Jeremy Shaxson in his 2019 IMF report, “Progress [on restricting the power

of corporations] will hinge on power struggles: between countries, rich and poor, and within

countries, between ordinary taxpayers and those that profit from the current system.” Ultimately,

it is up to you whether to decide to implement reforms to reduce the power of MNCs, continue

business as usual with the system we have today, or pursue another course of action relating to

the incredible power that multinational corporations have amassed in the global economic and

legal system over the past 80 years or so.

Questions To Address

● Should states reassert control over multinational corporations, just like they did over the

East India companies of the 17th-18th centuries? Should MNCs be broken up?

● How much influence should corporations have over laws that their governments pass?

● Should corporations be allowed to sue countries by citing bilateral investment treaties? If

not, what should the ISDS system be replaced with?

● How much power should corporations have over controlling where they pay their taxes?

● Should there be a global minimum corporate tax? If so, what percent of corporations’

revenue should it be?

● If action is taken to eliminate tax havens, how should places like Mauritius be

compensated for the economic losses they will suffer?

https://www.brookings.edu/articles/are-chinas-multinational-corporations-really-multinational/
https://www.imf.org/external/pubs/ft/fandd/2019/09/tackling-global-tax-havens-shaxon.htm


Further Reading and Starting Points for Research

For more on multinationals:

What is a multinational? (Iowa State University)

For more on corporations suing countries:

Tobacco: Last Week Tonight with John Oliver (HBO) (Oliver segment on Big Tobacco lawsuits)

Global Legal Center: Threats and Allegations (List of the threats Philip Morris has made against

various countries with proposed tobacco regulations)

Frequently Asked Questions about ISDS (Good explanation of ISDS from an anti-ISDS website)

Corporate Power Expanded: ISDS (Explainer on ISDS by the NGO Public Citizen)

Case Studies: Investor-State Attacks on Public Interest Policies (ISDS case studies as of 2017)

Investment Dispute Settlement Navigator (Database of ISDS cases involving all 141 countries

who have faced them)

For more on tax havens:

The Laundromat: Stephen Soderbergh movie on Netflix with Meryl Streep and Gary Oldman; a

fun look at tax havens and their usage by the rich

Corporate Tax Haven Index 2021- Tax Justice Network (Countries ranked by their tax

haven-ness, basically)

What is a tax haven? Offshore finance, explained (from the ICIJ; the same organization that

broke the Panama Papers story)

https://www2.econ.iastate.edu/classes/econ355/choi/mul.htm
https://www.youtube.com/watch?v=6UsHHOCH4q8&t=539s
https://www.tobaccofreekids.org/what-we-do/global/legal/trade-and-investment/threats-and-allegations
https://www.isds.bilaterals.org/
https://www.citizen.org/topic/globalization-trade/corporate-power-expanded-isds/
https://www.citizen.org/wp-content/uploads/egregious-investor-state-attacks-case-studies_4.pdf
https://investmentpolicy.unctad.org/investment-dispute-settlement?status=5
https://www.netflix.com/title/80994011
https://cthi.taxjustice.net/en/
https://www.icij.org/investigations/panama-papers/what-is-a-tax-haven-offshore-finance-explained/



