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ABSTRACT
As Western-led institutions of global governance adapt to global power shifts, the
question of which countries dominate, and how, increasingly animates scholarship.
Yet while attention has shifted from ‘Great’ to ‘Rising’ Powers, the underlying focus
on market power has changed little. In this article, we shift the focus to alternative
forms of power that developing countries can wield in global governance, specific-
ally in highly technical transnational negotiations. Reconceptualising the notion of
‘regulatory capacity’, we argue that states can overcome limited market power
through socio-technical resources: expertise and professional networks. These resour-
ces form the basis through which policy claims become authoritative and they
enable emerging state coalitions to influence policy-making. To demonstrate this,
we analyse developing countries’ involvement in standard-setting for international
corporate taxation. Specifically, we study the newly established G20/OECD Inclusive
Framework, an experiment where more than 140 jurisdictions participate in negotia-
tions that were previously the preserve of OECD states. Based on unique attendance
data and interviews with dozens of participants, we perform a detailed analysis of
specific policy decisions, interrogating the extent and sources of developing coun-
tries’ influence. We find that socio-technical resources allow individuals from lower-
income countries to achieve narrow yet significant successes, punching above their
weight in global governance.
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Introduction

The power shift away from OECD countries poses a challenge to the viability and
legitimacy of longstanding institutions of global economic governance (Beeson &
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Bell, 2009; Woods, 2010). Throughout the twentieth century, control over these insti-
tutions was understood to be the prerogative of great powers in the US and Europe. The
last two decades have forced a reorientation, as developing countries are increasingly
able to influence global policy-making (Wade, 2011; Ban & Blyth, 2013).1

Studying this shift has provided novel insights into the nature of influence exer-
cised by countries historically thought to be on the margins (Hopewell, 2015; de
Graaff et al., 2020). Yet, having identified that these new dynamics of power are
key to understanding contemporary struggles in global governance, IPE has contin-
ued to emphasise market power. A tendency to focus on the largest emerging mar-
kets has inhibited understanding of the complex and heterogeneous forces behind
developing countries’ influence on global governance (Hopewell, 2015). To the
extent that IPE scholarship has looked at ‘the rest’ – countries outside the OECD
and G20 – it often continues to de-centre them. Their agency is framed either as
an attempt to resist Western states (Narlikar & Tussie, 2004; Panda, 2017; Vickers,
2013) or within coalitions whose primary impact is to amplify emerging markets’
power (Ban & Blyth, 2013; Beeson & Bell, 2009; Wade, 2011; Woods, 2010).

In this article, we examine how lower-income countries have begun to draw on
socio-technical resources – expertise and professional networks – as an alternative
source of power in deeply technical policy-making processes. As recent literature
has demonstrated, e.g. on gender issues, marginalised actors can exploit “gaps and
soft spots” in the social rules and shared practices of a transnational community to
push forward their agenda (Waylen, 2021, 14). To illustrate this, we combine two
streams of literature: “Regulatory capacity” considers how countries need bureau-
cratic expertise, coherence and authority to exercise global power (Bach &
Newman, 2007; Bach & Newman, 2010; Newman & Posner, 2015; Aydin 2021).
Yet its conceptualization of expertise tends to rely on state-centric measures of the
expert workforce or the size of bureaucratic organisations, and regulatory capacity
scholarship has paid less attention to the subjective nature of expertise, how its
substance and coherence are negotiated and constructed in transnational settings
(Knaack & Gruin 2021).

Drawing on literature on the politics of expertise, we therefore reconceptualise
regulatory capacity within global governance institutions – which we see as trans-
national social spaces occupied by expert communities – as socially constructed
(Sending, 2015; Eskelinen & Yl€onen, 2017; Kranke, 2020; Knaack & Gruin 2021).
For this form of power, the role of technical expertise is not to use a large bureau-
cratic machinery to bring market power to bear. Rather, it is to attract “deference”
to certain forms of knowledge within a transnational professional community,
while sanctioning other, incompatible forms (Barnett & Duvall, 2005; Seabrooke,
2014; Krisch, 2017). The “coherence” of expertise, in turn, arises from shared
understandings among like-minded participants: interpersonal relationships may
form a more powerful basis for coalitions than states’ institutional memberships.
We use the term �socio-technical resources’ to refer to the combination of social-
constructed expertise and professional networks that enable the recognition of
authoritative expertise, which countries must develop if they wish to exert an influ-
ence in highly technical transnational policy-making contexts. This is especially
pertinent for developing countries and others lacking strong material capabilities
(Braveboy-Wagner, 2010; Quack, 2016; Eskelinen & Yl€onen, 2017).
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Our empirical focus, global tax governance, has historically been characterised
by insular and technocratic policymaking among a small group of experts at the
OECD. It has recently shifted gears as a result of mounting politicisation
(Seabrooke & Wigan, 2016; Christensen & Hearson, 2019), and the OECD has
transferred much of its corporate tax standard-setting competence to an “Inclusive
Framework” of over 140 member jurisdictions, including lower-income countries.
Extant literature’s emphasis on market power and objective regulatory capacity
implies that these negotiations will continue to be dominated by countries with
large market power and large bureaucracies, yet the policy literature is full of
claims of lower-income countries’ influence (ATAF, 2019; OECD 2021).

We open up the black box of Inclusive Framework negotiations using a qualita-
tive, interview-based methodology, identifying the objectives of negotiators from
lower-income countries, the extent to which they were achieved, and the determi-
nants of success and failure. Previous scholarship has highlighted the difficulty of
analysing the true extent of developing countries’ participation, because of the lack
of procedural transparency (Christians & van Apeldoorn, 2018; Brugger &
Engebretsen, 2020). Indeed, it is a broader concern that, “we seldom have precise
details of who are the persons and the delegations that inhabit the physical space
in which [global] lawmaking occurs” (Susan & Halliday, 2017, 162). First, we con-
ducted semi-structured interviews with 48 experts and negotiators, most of whom
had been directly involved in global tax negotiations. The qualitative research pro-
cess is elaborated in Supplementary Materials Annex 1. Second, attendance records
for OECD and Inclusive Framework meetings between 2015 and 2019, supplied to
us by the OECD secretariat, allowed us to study the depth and breadth of partici-
pation, and to target interviews on individuals who had been present in meetings
at key decision-making points. To make interviews as concrete as possible, we
focused on specific policy cases that some actors claimed had been influenced by
developing countries (see Supplementary Materials Annex 2). The interviews and
attendance data were complemented by reviewing every OECD/Inclusive Framework
document - discussion draft, consultation letter, press release, report and guidance –
related to these policy cases.

The next section of this article surveys scholarship on developing countries in
global economic governance, and sets out our conceptual framework. Next, we
describe the history and organisation of the Inclusive Framework, offering a critical
examination of the official claim that participation is on an “equal footing.” Our
case studies follow. First, we provide a negative case: the OECD’s partial endorse-
ment of the “sixth method” for transfer pricing, which we show has been incor-
rectly claimed as a lower-income country success. In contrast, our second case
shows African tax experts working together to obtain a victory, circumscribing the
influence of a new OECD norm that disadvantaged them: the so-called
“Authorised OECD Approach” for attributing profits to permanent establishments.
Notably, this victory had previously eluded a minority of OECD member states
who had been coerced into acquiescence by major powers. The third case illustrates
how assertive lower-income country intervention, through the G24, changed the
high-profile and heavily contested global debate on the taxation of large digital
firms. This is seen in changes to institutional procedures as well as the content of
negotiations.
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Developing countries and expertise in global governance

How can we understand the exercise of power by developing countries in global
economic governance? Historically, they were treated as peripheral actors, exerting
little or no influence because they lacked market power. Yet this narrative has
rightly been challenged. The notion that African states, for example, were always
on the margins of international politics has been problematized (Chipaike &
Knowledge, 2018). “Africa has never existed separate from the world but rather has
been inextricably entwined in world politics and has continually exercised its
agency” (Taylor, 2010, 2). This discussion has only been made more pertinent by
global power shifts over the past decades, which have enabled a critical re-examin-
ation of the influence of countries outside the historical Western core (Woods,
2010; Wade, 2011; Ban & Blyth, 2013).

While several streams of scholarship have fruitfully attempted to switch the
focus to states on the ‘periphery’, influence over global politics is still understood
to be largely limited to states with market power. To begin with, peripheral states’
agency has been cast as reactive, through “resilience” or “resistance” to powerful
states’ intrusions on their policy space (Bishop, 2012; Scott, 1992). The spotlight
has also turned to ‘Rising’ Powers, whose growing markets give them influence
from the same source as the Great Powers, clearly distinct from that of lower-
income countries (Narlikar & Tussie, 2004; Panda, 2017; Vickers, 2013).
Alternatively, emphasis is placed on coalitions, through which peripheral states can
counterbalance the influence of larger powers if they can obtain sufficient numbers
and cohesiveness (Hopewell, 2015; Narlikar, 2003).

This emphasis on market power has also demarcated much work on global tax
governance, which is typically cast as a game played between the US and Europe
(Hakelberg, 2020; Lips, 2019) and, more recently, large emerging markets
(Christensen & Hearson, 2022; Hearson & Prichard, 2018; Lesage et al., 2019).
Where “small states” are considered, it is typically as offshore tax havens disrupting
the international order or resisting Great Power intrusions (Palan, 2003; Sharman,
2006; Crasnic, 2020). Other developing countries are generally viewed as rule-tak-
ers, silent followers coerced into aligning with OECD tax hegemony (Rixen, 2008,
159–161; Brugger & Engebretsen, 2020). This despite the presence of tensions
between capital-importing and -exporting countries in multilateral tax negotiations
since their early-20th century beginnings (Jogarajan, 2018; Hearson, 2021).

In what follows, we build on research that shows how states without a strong
power base, in the conventional sense, are nonetheless able to meaningfully achieve
narrow yet significant change in global governance (Lee, 2009; Braveboy-Wagner,
2010; Ingebritsen et al., 2012; Apecu, 2013). We contribute a more diverse view of
how such influence is achieved, based on socio-technical resources. This brings
with it an insistence on seeing, analytically, new dimensions of change rather than
emphasizing the stability created by the continued dominance of countries rich in
market power, only rarely interrupted by exogenous shocks or critical junctures
(Streeck & Thelen, 2005; Paul, 2018).

When might such narrow changes in global economic governance be significant?
From the perspective of developing countries’ negotiators and others invested in
global tax institutions, there are three main reasons. First, small textual changes
can still be fiercely contested, of real substantive importance to those advocating
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and resisting it. Where Great Powers continue to get their way most of the time, it
becomes even more important to understand when and why they do not. In con-
trast to market power perspectives, opening up the institutional black box to
understand critical actors’ “practices and strategies for change inside institutions”
can “allow a fuller understanding” of how these narrow yet significant changes in
global economic governance are achieved (Waylen, 2021, 2). Second, “path-under-
mining” developments such as those we document demonstrate that neither the
dominance of Great Powers nor the path-dependency of institutions is a foregone
conclusion (Rixen & Viola, 2016, 12). Such developments can become self-fulfilling,
emboldening actors who have brought about narrow changes, and persuading
others to make common cause. Third, narrow changes layered on top of each other
can lead to a “gradual transformation” (Streeck & Thelen, 2005, 9) that can eventu-
ally cause a systemic re-alignment (Sinha, 2018).

We combine two schools of scholarship to shift the focus onto the socio-tech-
nical resources of negotiating delegates, a key source of power in global govern-
ance. Regulatory capacity, in its original conception, is “the mechanism linking
market size to power in international market regulation” (Bach & Newman, 2010,
672). States’ potential power over international regulation is a function of their
market size, but this potential must be unlocked through an amalgamation of insti-
tutional resources – expertise, coherence, and sanction authority – which provide
states with the “ability to formulate, monitor, and enforce a set of market rules”
(Bach & Newman, 2007, 731). These institutional resources are based on a well-
trained staff with formal regulatory powers, which arises from a large bureaucracy,
experience with policy-making, and engagement with private sector policy networks
(Gilardi, 2002; Bach & Newman, 2007; B€uthe & Mattli, 2011; Aydin 2021). This
notion of regulatory capacity can be understood within the framework of what
Barnett and Duvall (2005) call compulsory power – a state’s ability to leverage its
market power to impose its preferred regulatory framework on others, or to resist
others’ attempts to do the same. Naturally, this literature is animated primarily by
attempts to understand why actors with large markets – principally the European
Union and China – have struggled to translate this into compulsory power.

For our focus on states without large markets, and in transnational policy devel-
opment, rather than policy exercise, we need to think differently about regulatory
capacity. To do so, we incorporate insights from work on the politics of expertise
(Stone, 2013; Sending, 2015; Ban et al., 2016; Helgad�ottir, 2016). Rather than view-
ing a large bureaucracy, experienced staff and private sector engagement as
‘natural’ sources of objective expertise, this body of work considers expertise to be
socially constructed. Epistemic authority derives from social relations and know-
ledge struggles within and between professional networks, and is possessed by indi-
viduals perceived as “knowing well” (Lazega, 1992; Seabrooke, 2014; Zagzebski,
2013). “Good ideas are only powerful when those promoting them are well posi-
tioned within and across professional networks” (Seabrooke, 2014, 52). We use the
term �socio-technical resources� to refer to the combination of social-constructed
expertise and professional networks that countries must develop if they wish to
exert an influence in such contexts, especially in the face of overwhelming material
capabilities (Braveboy-Wagner, 2010; Quack, 2016; Eskelinen & Yl€onen, 2017). This
is regulatory capacity closer to institutional power (Knaack & Gruin, 2021; Barnett
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& Duvall, 2005), and unlike the exercise of compulsory power it is not reliant on
significant market power alone.

This focus on the transnational, social dynamics of global economic governance
follows a stream of recent literature on international taxation (Picciotto, 2015;
Seabrooke & Wigan, 2016; Jogarajan, 2018; Christensen, 2021; Hearson, 2021).
Global tax governance is a highly technocratic issue area, heavily shaped by a trans-
national policy community organised around the OECD. The personal resources
that are critical to struggles over standard-setting, such as expertise and profes-
sional networks, are intersubjectively constructed within this community. Experts
from across countries, regions, and public/private divides unite around and com-
pete for authority and influence based on common ideas, alongside their own
organizational allegiances.

Such a technocratic, expert-dominated setting might well amplify global power
dynamics. The interests of major powers continue to define the broader framework
of global economic governance, and dominant forms of expertise are themselves
connected to state power (Meyer et al., 1997). As such, deference to negotiators’
authority is in part related to their states’ standing in the geopolitical context
(Roger & Belliethathan, 2016). One example is the dominance of ideas formulated
among experts from great powers, which can be seen as a form of soft power
(Genschel and Rixen 2015). These ideas are structural conditions into which indi-
viduals from peripheral states – or those lacking regulatory capacity – are socialised
(Checkel, 2005; Johnston, 2008). Learning and socialization in transnational envi-
ronments are often expected to shrink the policy space of developing countries,
shaping their preferences along Western lines (Broome & Seabrooke, 2015). In the
global tax domain, expertise is seen as deriving from years of specific experience
working with the conceptual, policy, and practical dimensions of the established
OECD rules, and is especially powerful when individuals can broker across legal,
economic and accounting expertise and professional networks (Christensen 2021).
Expertise and networks typically accrue from career exposure to elite organisations
steeped in Western-derived knowledge, including universities, international organi-
sations and large corporations.

There are, however, at least three dimensions by which regulatory capacity,
understood in our sense of socio-technical resources, can give states an institutional
power in spite of their limited market size. First, the contents of expertise. While
the acquisition of the requisite knowledge by representatives from countries with
limited market power carries with it the risk of socialisation – and thus an align-
ment of policy ideas with representatives from major powers – it can also be liber-
ating. For individuals from developing countries, the development of such technical
expertise can allow them to “question their own prior assumptions and those
implicit in the knowledge imparted by the international community”, and thus
push for alternative policy ideas without singularly internalising existing policy
norms (Hearson, 2021, 78).

Second, recognition of an individual’s expertise within professional networks. As
shown in different dimensions of global governance, the experience, professional-
ism and socialisation of particular skilled individuals can enable developing coun-
tries to attract authority and effectively penetrate technical policymaking in
international organisations (Shaffer et al., 2008; Lee, 2009; Apecu, 2013). For
instance, being appointed to key WTO negotiating bodies is not merely a function
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of country representation, but also being recognised as authoritative in an expert
community (Apecu, 2013). Such network-building is especially powerful where it
can draw on legitimacy across both transnational and domestic networks (Diprose,
Kurniawan, & Macdonald 2019).

Third, strategic relation-building among individuals in a transnational policy
community provides the underpinning for more conventionally state-centric coali-
tion-forming activities. Whereas coalitions of states are typically understood to
arise from shared state-level interests, they can also develop from expert-level rela-
tions. As expert negotiators interact with each other, they co-produce authoritative
ideas, which become new ‘focal points’ that act as ‘magnets’ for coalitions (B�eland
& Cox, 2016). In this sense, expert relations in a social environment precede and
support the establishment of policy-making influence.

Our research enabled us to study the emergence of these forms of socio-tech-
nical resource in micro-detail. We focused on named individuals and specific deci-
sions, observing that for lower-income countries the socio-technical resources of
negotiators within a network of social relations determines whether they punch
above, at, or below their weight.

The inclusive framework: an experiment in inclusive global governance

The taxation of multinational companies is a predominantly sovereign competence,
but it is exercised within a framework of cooperation that exerts a large influence
over national laws. At multilateral level there are two core soft law tools. First, the
OECD and UN model bilateral tax treaties set the parameters for bilateral negotia-
tions between states, which in turn create hard law tax treaties that divide up the
right to tax the proceeds of cross-border economic activity. Second, the OECD
Transfer Pricing Guidelines are the dominant framework for determining how
multinational enterprises’ taxable profits are attributed among the states in which
they operate. The Guidelines are referred to explicitly in the OECD model treaty
and many countries use them as the basis of their domestic transfer pricing frame-
work, even if they are not members of the OECD. It can been argued that they
constitute customary international law (Avi-Yonah, 2007).

For almost a century, international tax institutions – rules and the states that
made them – remained surprisingly stable, in spite of an ever-present tension
between the interests of the rule-making ‘developed’ countries and rule-taking
‘developing’ countries (Hearson, 2021; Jogarajan, 2018). Since the turn of the 21st

century, however, the OECD’s dominant position has become more precarious. In
the wake of the financial crisis its political backing shifted from the G7 to G20, in
recognition that major emerging markets’ consent was necessary to maintain its
position (Christensen & Hearson, 2019; Lesage et al., 2019). Non-OECD G20 coun-
tries were given ‘associate’ status in the OECD’s Committee on Fiscal Affairs,
allowing them to participate on an equal footing with the organisation’s full mem-
bers (OECD, 2014b).2

In parallel, the OECD’s corporate tax standards faced a crisis of legitimacy as
instances of corporate tax avoidance became front page news. Its initial response
was the Base Erosion and Profit Shifting (BEPS) project, which sought to reform
international tax standards to minimise aggressive tax planning. It was understood
primarily as a clash between the US and Europe (Lips, 2019; Hakelberg, 2020),
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yet also had a strong undercurrent of conflict between OECD members and ‘rising
powers’ (Grinberg, 2017; Hearson & Prichard, 2018).

The OECD has increasingly sought to include non-members in its policy-mak-
ing work as part of its broader agenda of expansion and outreach (Ougaard, 2010).
In the tax context, this began to materialize with the inclusion of developing coun-
tries in OECD deliberations from 2010, through an informal Task Force on Tax
and Development. From January 2015, several developing countries were invited to
attend standard-setting meetings as observers. OECD literature was optimistic that
“[n]ot only will developing countries be able to directly input and gain an
improved understanding of the BEPS process, but OECD members and BEPS
Associates will also be exposed first-hand to accounts of the specific perspectives
of, and challenges faced by, developing countries” (OECD, 2014c). This meant that
by May 2015, 62 countries were “directly engaged in the development of BEPS
measures” (OECD, 2015), almost double the number of full OECD members. That
same year, the G20 endorsed the OECD’s plan to establish an “inclusive frame-
work” involving developing countries on an “equal footing” (G20 2015). It has
steadily expanded, and numbered 141 jurisdictions by the time this article
was published.

This expansion is remarkable in its diversity and speed (see Figure 1 below). To
make one comparison: in trade governance, developing countries had been signing
up to the General Agreement on Trade and Tariffs (GATT) for decades before
they reached a critical mass that could challenge the historical core
(Michalopoulos, 1999). Tax multilateralism thus offers a particularly striking

Figure 1. The evolution of global tax inclusiveness.
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context as an almost overnight experiment in mass integration of developing coun-
tries into historically Northern-led global governance.

Whereas the OECD has proclaimed the Inclusive Framework an unequivocal
success, the practical reality is that both formal and effective participation in its
standard-setting bodies is highly uneven. Limited participation reflects a lack of
conventional regulatory capacity on the part of many developing countries, univer-
sally acknowledged by our interviewees. Because negotiations were taking place in
Paris, financial constraints limited the number of meetings many negotiators were
able to attend; even where they could find the resources, one or two officials would
be following the work of multiple committees, usually on top of their domestic
responsibilities:

One of the things I noticed is, bigger countries have bigger resources and they have teams
dedicated to reading and commenting on the OECD documents. I can tell you first hand, I
was sometimes reading a document on the plane, and while I was at the OECD I still had
to run my department and do my day job, and try to participate in the meeting.
(Interview, emerging market)

In practice, the Inclusive Framework works through a three-tiered structure of
decision-making: plenary, steering group and working parties (WPs). Each of these
bodies is an expanded version of its pre-Inclusive Framework equivalent.
Membership of the Inclusive Framework, as well as its mandate, remains in the gift
of the OECD Council. The plenary convenes senior tax officials to evaluate pro-
gress and formally endorse proposals from subordinate technical forums and work-
ing parties on a consensus basis. For half of the Inclusive Framework’s 141
members (70 jurisdictions in 2019), this twice-yearly meeting is the only one they
attend. Yet, whereas the plenary is formally the highest decision-making body,
many of our interviewees said its practical role is limited due to its highly orches-
trated character. It is, as one delegate described it, “a room of approval where
everything has been well prepared and orchestrated” (interview, lower-income
country). There was a widespread frustration among participants from developing
countries that their counterparts do not speak up, and thus that any objections
raised in the plenary appear isolated.

The Steering Group, which meets several times a year, is where politically sensi-
tive decisions are usually brokered. It brings together 24 representatives equally
split between OECD members and other Inclusive Framework members. Steering
group members are nominated by states but participate in a personal capacity.
They are formally elected, although the process is heavily steered by the OECD sec-
retariat, which identifies capable and influential individuals while ensuring a geo-
graphically and politically balanced representation. The strength of participation
here, however, varies significantly. Across our interview sample, comments con-
cerning the effectiveness of Steering Group members from outside the OECD were
broadly consistent: some were frequently cited as productive negotiators able to
make their mark on discussions, while others were singled out for their erratic
attendance or reluctance to speak.

The technical groundwork for negotiations takes place in the Working Parties.
These groups are formally open to representatives from all Inclusive Framework
members, but typically gather 10-30 experts (Christians, 2010). Each Working
Party will meet between two and four times per year, with a mandate to focus on
specific issues (e.g. tax treaties or transfer pricing rules). Each has an elected chair,
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co-chair and bureau, who work with the secretariat to steer the standard-setting
process. In practice, the Working Parties are dominated by the OECD and G20. As
a whole, non-OECD countries represent less than 25% of attendees, despite making
up almost 75% of members. If G20 members are also excluded, the remaining
countries comprise only 11% of attendees, yet 67% of the membership. This story
is more pronounced for the bureaux that steer each Working Party’s decision-mak-
ing: with the exception of Nigeria, there are no bureau members from outside the
OECD and G20.

Case studies on developing country influence on global tax governance

We studied every specific policy case claimed by actors in the stakeholder ecosys-
tem to be evidence of developing country influence, identified through our explora-
tory interviews and document analysis. These cases cover 2014 to 2019, the period
immediately before the creation of the Inclusive Framework, as well as its first four
years of existence. Our qualitative analytical process is detailed in Supplementary
Materials Annex 1. This article will concentrate on three case studies, brief descrip-
tions of which are given in Table 1. As can be seen from the summaries of all
seven cases we identified in Supplementary Materials Annex 2, negotiations can be
divided into three phases. We have chosen typical cases from each phase that illus-
trate the development of the key dynamics we identified over time.

Table 1. Illustrative cases discussed in the article.

Cases Features 1. Sixth method
2. Authorised OECD
Approach (AOA)

3. Significant Economic
Presence (SEP)

Object A simplified method for
transfer pricing
assessment, prevalent
outside the OECD, yet
incompatible with
established
OECD norms

A policy for the
attribution of taxable
income to permanent
establishments, which
benefitted the most
capital-exporting
OECD members, and
was opposed by
African countries.

A proposal made by the
G24 developing
country bloc for
updating OECD
standards in response
to the growth of
large digital firms. It
was more
redistributive and
simplified than others
on the table.

Policy process Revisions to the OECD
Transfer Pricing
Guidelines as part of
the Base Erosion and
Profit Shifting project

Preparation of OECD
Guidance on the
Attribution of Profits
to Permanent
Establishments

Development by the
OECD Secretariat of a
“Unified Approach” to
reconcile different
states’ proposals to
address the tax
challenges of the
digitalisation of
the economy

Outcome Partial incorporation
into the Guidelines,
driven by large
emerging markets
with little lower-
income country
involvement

Inclusion of language in
the Transfer Pricing
Guidelines
underscoring lower-
income countries’
resistance to the
AOA, and
emphasising its non-
binding nature

Anticipation of lower-
income country
interests via
simplification of
transfer pricing rules
(‘Amount B’) and
institutional inclusion
of G-24 coalition.

Dates 2014-5 2017-8 2018-9
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Each of these cases consists of a proposal to modify international tax standards,
in which the preferences of the larger OECD member states ran contrary to those
of lower-income countries. The literature suggests several reasons why the latter
might prevail despite limited capabilities. First, politicisation constitutes an exogen-
ous influence on the technocratic milieu. Intervention by political principals at G7
and G20 summits, constraints imposed on them by legislatures, or participation by
individuals from civil society organisations could all provide lower-income coun-
tries with alternative routes to influence over transnational standards. Indeed,
much existing literature has been preoccupied with such highly politicised global
tax negotiations (Sharman, 2006; Lips, 2019; Hakelberg, 2020; Vaughan, 2021). In
contrast, these illustrative cases had a low political profile, even if they took place
within larger negotiation processes that were politicised. None of our interview evi-
dence points to political interventions shaping the outcomes. A second possible
explanation is that negotiators from OECD countries trade concessions in areas
that are not important to them while adopting an uncompromising stance on other
topics. Yet, as we will describe, in all three of these cases negotiators from develop-
ing countries challenged a firmly held, longstanding consensus among their coun-
terparts from larger OECD member states. Finally, large and coherent coalitions of
developing countries could amass sufficient combined market power to bring about
change (Narlikar, 2003; Narlikar & Tussie, 2004). While it is true that some larger
emerging markets were involved in our cases, the combination of a united OECD
and China’s go-it-alone or status quo preference (Christensen & Hearson, 2022)
means that any developing country coalition will occupy a minority position. We
do not discount market power, but our interview evidence firmly supports the view
that socio-technical resources also determine negotiating strength at the OECD.

Case study 1: without socio-technical resources, lower-income countries had
little impact

Literature from the OECD secretariat and organisations representing developing coun-
tries themselves began to make claims of their successful influence over tax standard-
setting in 2014. According to the OECD secretariat: “There has already been significant
engagement between the OECD/G20 BEPS Project and developing countries which
has already shaped the OECD/G20 BEPS agenda” (OECD, 2014a). A presentation
given by the African Tax Administration Forum (ATAF)’s Research Director in 2015
states that ATAF “has made already significant impact on formulation of the new
standards” (Monkam, 2015). This narrative aligns with scholarship on global power
shifts that emphasises the limited concessions granted by major powers to developing
countries due to changes in global market power balances (Hopewell, 2015; Seabra &
Sanches, 2019). Yet, when we examined specific cases during this period, we found
that it was only large emerging markets that had any influence over policy outcomes.
Lower-income countries, though participants in OECD discussions, did not yet possess
the socio-technical resources to influence them.

Our illustrative case here is the “sixth method” for transfer pricing, a type of simpli-
fication applied to commodities transactions in the laws of Latin American countries
and Zambia. Such approaches use publicly available market prices as a baseline to
determine prices of inter-company commodity transactions, which is less open to
manipulation by businesses (Grondona, 2018). The OECD and ATAF sources quoted
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above cite the introduction of key sixth method concepts into the OECD’s transfer
pricing guidelines as illustrative of the influence of developing countries.

Our interview evidence differs from this prevailing policy narrative, yet is consistent
with our argument. From the perspective of lower-income countries, this is not a case
of success; that outcome is unsurprising since negotiators from lower-income countries
had yet to acquire the socio-technical resources necessary to influence global tax nego-
tiations. According to our interviewees, the effort was led by Latin American emerging
market countries that already had the sixth method in their legislation, especially
Argentina, with support from other resource-rich emerging markets favourable to sim-
plified transfer pricing methods. “The push mainly came from the BRICS. Those were
the countries that really had a lot of say”, said one (lower-income country).

The involvement of lower-income countries came in January 2015. Prior to this,
the sixth method had played the role of a bargaining chip in the multidimensional
BEPS conflict between OECD members and G20 emerging markets. A discussion draft
published in December 2014 suggested an objective of providing “clearer guidance” in
response to the “unilateral measures” implemented by the emerging markets, rather
than responding to the difficulties lower-income countries faced applying transfer pric-
ing rules to the mining sector (OECD, 2014d, 1). In recognition that the proposed
solution did not resolve these issues, the discussion draft pointed instead to other
work being undertaken by the OECD secretariat and World Bank to “supplement the
BEPS work with practical tools to help developing economies make maximum use of
quoted prices for commodities” (OECD, 2014d, 4). In what Brugger and Engebretsen
(2020) describe as an “absorption” response to the sixth method, the OECD’s proposal
lacked the simplified nature of its unilateral versions, and was accompanied by bridg-
ing statements emphasising consistency with existing rules.

When lower-income countries did arrive in the negotiations, they were not yet
capable of shifting the direction of travel. ATAF and three other countries repre-
sented on its cross-border taxation committee were among those gaining observer
status in OECD tax negotiations from January 2015, and some of them attended
the Working Party meetings at which final decisions were taken later that year.
These were, however, discussions in which the already weak discussion draft
became “very watered down” (interview, OECD country). Staff from the ATAF sec-
retariat stated that they had helped forged the alliance of resource-rich and even
submitted draft text, yet other participants in the negotiations attributed any
African agency specifically to the South African participant, who had been present
in OECD negotiations since 2013.

Unsurprisingly, given our evidence, our pessimistic assessment is reflected in lower-
income countries themselves. Interviewees from Africa regard the outcome as largely
symbolic, a partial OECD endorsement of a prevalent administrative practice that may
strengthen their hand in disputes with taxpayers, but nothing more. Although ATAF
has incorporated the OECD sixth method into its Suggested Approach to Transfer
Pricing Legislation, it has not filtered through into its members’ tax laws.

Case study 2: African experts work together to achieve narrow yet
significant changes

While 2015 marked the beginning of ATAF’s participation in standard-setting at
the OECD, in subsequent years its experts grew in stature and begun to work
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together to achieve specific, targeted objectives. This is clearly illustrated by the
decision on the “Authorised OECD Approach” (AOA) in 2018, where ATAF
experts’ actions led to specific, yet important, changes to OECD documents.

The AOA, which was first adopted in the 2010 update to the OECD Model Tax
Convention, is seen as a shift of taxing rights away from the host countries of
multinational investment and towards headquarters countries. It introduces arm’s
length transfer pricing into the relationship between a permanent establishment
(broadly speaking a branch) and its parent company, potentially reducing the tax-
able profits declared by the branch and increasing those of the parent. As one
interviewee described it, the AOA is almost like religion to many OECD insiders
and member states: “[It] almost feels like a missionary, go around to all these
African countries and asking them to convert to Christianity, asking them to adopt
the Transfer Pricing Guidelines. When you talk about success, the OECD was actu-
ally asking everyone to agree with the AOA” (interview, lower-income country).

When the OECD began to develop new guidance on the attribution of profits to
permanent establishments in 2016, lower-income countries sought to prevent an
endorsement of the AOA. This was significant for African experts and their coun-
tries because it would affect their position in bilateral treaty negotiations, where
capital exporters would push for inclusion of the AOA. Control over the OECD’s
interpretive guidance is also important to lower-income countries because it is
often considered authoritative by policy-makers, taxpayers and courts, whether or
not their governments have participated in its formulation (Avi-Yonah, 2007).

As with the sixth method, the intervention by lower-income countries came
towards the end of a process when decisions were supposedly locked in. This time,
however, the outcome was widely regarded as a success. After their concerns had been
repeatedly overlooked in initial discussions, African delegates took the unusual step of
jointly withholding consensus when the working party was on the cusp of reaching
agreement. They secured language emphasizing that the guidance did not “extend the
application of the ‘Authorised OECD Approach’ to countries that have not adopted
that approach in their treaties or domestic legislation” (OECD, 2018, 10):

On the day the document was to be passed we raised those issues and the discussion had
to be suspended. (… ) We were able to listen to the other side and they were able to listen
to us and we were able to come back and in the [Transfer Pricing Guidelines] we have, yes
the OECD approach, but yes other methods that are also in use across the world.
(Interview, lower-income country)

Although it was ATAF members who insisted on the language change, their
concern was shared more widely, including among smaller OECD members. After
the AOA was first adopted in the OECD’s model convention in 2010, Austria,
Chile, Greece, Mexico, Slovak Republic, Latvia, Australia, and New Zealand had all
entered formal reservations against (OECD, 2017, 197–198). These countries pre-
ferred not to see it tacitly endorsed in a WP6 document but had acquiesced to the
preference of more powerful states, a coercive dynamic we might have expected to
prevail from a market power perspective. As a member of the ATAF delegation
explained, delegates from these other countries let it be known that the African
bloc had succeeded where they had given up:

One of the countries that came up to me afterwards was a smaller developed country, and
they came up at the end and said they’d raised it originally at a previous WP6, and it was
completely rejected, and they didn’t agree with the rejection but they felt they were
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outnumbered, and they had given up. So they were happy that ATAF had persevered.
(Interview, international organisation).

The AOA and sixth method cases both took place in Working Party 6 (“WP6”),
the highly technical forum in which the OECD’s transfer pricing guidelines are
developed. Described by interviewees as ‘brutal’ and ‘intimidating’, the WP6 envir-
onment combines a high barrier in terms of technical knowledge with intense
social discipline, which has historically hampered the ability of lower-income coun-
try experts to participate. According to one interviewee, “most delegations are
afraid of saying something that will be corrected by a developed country delegate”
(emerging market). “Imagine the difficulty coming across from people who have
spent their whole lifetime in the international tax system”, said another with exten-
sive experience with global tax policy-making. “People from the smaller developing
countries, they just don’t have that. It’s quite difficult to do that catch-up. You can
understand how people are completely overwhelmed by the confidence being pro-
jected there” (international organisation). Several delegates related instances in
which they had felt frustrated because they did not know – or did not like - the
informal rules of the game. The highly technical context of WP6 means that dele-
gates often work without broader support from high-level political or activist
actors, but also without strong fear of political backlash.

ATAF’s success in the AOA case therefore demonstrates its experts’ newfound
influence over decisions, resulting from the development of socio-technical resour-
ces: expertise, authority, and networks. Many of our interviewees observed that the
African bloc is stronger and more coherent than lower-income countries from
other continents. For example:

I think it would be safe to say – and this is not pejorative in any way - that if a more
influential developing country or persons from the African continent, their views would
naturally hold more sway if decisions are ultimately to be made. And we fully understand
that, because you’re looking at a bloc of countries. (Interview, emerging market)

Yet this cohesiveness is not a product of longstanding political solidarity or formally
negotiated state coalition positions. Pan-African agency in global governance is often
portrayed as running through the African Union and other high-level political organi-
sations (Vickers, 2013; Roger & Belliethathan, 2016). In this case, however, it was
expert networks that laid the groundwork for a broader coalition. An ATAF report on
Inclusive Framework negotiations, published after the AOA success, emphasises that
its members’ engagement takes place through technical actors based in revenue author-
ities. It argues for more engagement by other government departments, as well as for
political support at national and regional level (ATAF, 2019; see also Mutava, 2019;
Hearson, 2021). Frequently, a lower-income country’s decision to join the Inclusive
Framework is taken by its finance ministry, yet tax administrators, who are expected
to represent it in negotiations, lack the capacity to do so. Many technical experts are
frustrated by the lack of broader political support.

Absent a political coalition, ATAF formed a network of technical officials, who
developed a shared agenda through its Cross-Border Taxation Technical
Committee (CBT), created in 2015. The CBT meets before key Working Party and
Steering Group meetings to formulate a collective position. A handful of its mem-
bers attend WP6 meetings regularly, speaking with a mandate on behalf of ATAF’s
38 members, and with the confidence that they are not isolated:
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I’ve developed relationships with most of the especially African country delegates, and that
relationship has continued beyond the conferences we’ve attended. And that helps… in
terms of the fact that you know some of the positions of the counterparts, even if they are
not present, you are able to speak on issues because you know what other African
countries are thinking. (Interview, lower-income country)

As well as stronger relationships among the African members, these individuals
also built relationships with their counterparts from other parts of the world,
including OECD member states. This enabled them to find ways to express conten-
tious viewpoints within the constraints of social discipline:

Strengthening the relationships outside of the [WP6] meetings was a huge influential
factor. I had many times we would have informal discussions, they would say ‘there’s no
way we can agree with you in the room, because we have a certain country position, but
definitely we understand what you’re saying’. As you get familiar and you forge these
personal relationships you get to see how things really are. Also, you get to realise you
have to have strong voices at the table. I saw it in my own journey at WP6. I started off
being very observant, trying to understand my place in the room. I said to the secretariat, I
think WP6 is a very daunting place to be. (Interview, emerging market)

One WP6 member from an OECD country spoke of the presence of particularly
“strong voices” from lower-income countries in recent years. In 2020, a Nigerian
CBT member became the first African officer in an Inclusive Framework body, as
co-chair of WP6. According to one of his negotiating counterparts, “he has the
right skills and I’ve been impressed with his interventions” (interview, OECD coun-
try). These regular interlocutors can be contrasted with some other African dele-
gates selected by their countries on grounds of seniority, who are much less likely
to intervene at all or to back up the ATAF position. As the AOA case illustrates,
African participants who have developed expertise, reputations and relationships
can use these hard-won resources to overcome opposition from representatives of
more powerful states.

Case study 3: Experts from lower-income countries and emerging markets
work together to change the terms of debate

Since late 2018, the Inclusive Framework’s primary focus has been on the tax chal-
lenges of digitalisation of the economy, a process that has led to the reallocation of
multinational companies’ taxable profits – especially those of high-tech firms –
towards countries in which they have most sales, as well as the creation of a new
global minimum tax. Our research focused on the early stages of these negotiations,
during which a proposal from a group of developing countries was circulated and
became a focal point for discussion. While the previous case illustrated a precisely
targeted intervention by ATAF that focused on very specific wording in a near-
final document, this is an example of a much broader intervention in the early
stages of a negotiation that instead changed its terms.

The Significant Economic Presence (SEP) proposal was put forward by the
Intergovernmental Group of 24 in Monetary Affairs and Development (G24). It
was one of three proposals circulating within the Inclusive Framework at the end
of 2018, alongside those from the US and the UK, all of which sought to tackle the
issue of assigning taxing rights over multinational enterprises where their presence
was predominantly digital rather than physical.3 The OECD secretariat eventually
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drafted a “Unified Approach” in an attempt to break a tough negotiating deadlock,
and this became the focus of negotiations from late 2019.

The SEP proposal was very widely discussed in international tax policy circles,
and the G24 delegates and OECD secretariat officials with whom we spoke agreed
that it fundamentally changed the balance and frame of negotiations. The Unified
Approach itself was an attempted amalgamation of the three proposals, although it
did not include any of the SEP’s major technical components. One of the G24 pro-
posal’s authors described it as “very far away from what I would call a victory for
the G24 or developing countries” (interview, emerging market). Yet, this person
was among the interviewees who described two enduring impacts of the SEP pro-
posal on subsequent negotiations.

First, the secretariat’s proposal included a component known as ‘Amount B’
which would simplify the application of transfer pricing rules. Due to the complex-
ities of transfer pricing, developing countries had long sought simplification
reforms (Brugger & Engebretsen, 2020). “Because the international tax rules are
becoming so complex, that’s really eroding our possibly of enforcing, just because
of a lack of capacity” (interview, emerging market). According to a secretariat staff
member involved in the drafting, the importance of Amount B was the precedent
it set: “If we do this in one area, it might tell us we can do something similar in
other areas – simplified methods of allocation, something that might take us
beyond the [arm’s length principle]. (… ) It simply would not have been there
without developing country influence” (interview, international organisation).

Second, the G24 proposal had a noticeable effect on institutional procedures and
norms, signalling the arrival of a new powerful alliance whose interests had to be
anticipated (Athanasiou, 2019) rather than simply ignored to continue focusing on
accommodating major power preferences. As a G24 negotiator expressed it:

The fact that we were able to bring together some of the developing world countries in
one single bloc definitely made it worthwhile for the [OECD] secretariat to make sure that
we were also on board before putting forward some of the decisions, or at least knowing
some of what the issues would be… So I think one of the victories is that you know get
these calls, you get these papers [ahead of time]. (Interview, emerging market)

The SEP proposal reflected the G24’s style of engagement, which differed con-
siderably from ATAF. Both have similar numbers of members inside the Inclusive
Framework (19 and 20, with a small overlap), but they are different types of organ-
isation. As noted earlier, ATAF is credited with having built up a roster of well-
regarded technicians, who excel at detailed technical interventions and speak with
the mandate of a regional bloc. In contrast, the G24 has a critical mass of large
emerging markets such as Brazil, Argentina and India, combined with an eclectic
group of lower-income countries. This membership provides a much greater influ-
ence in terms of raw economic weight, but also a large pool of established, influen-
tial negotiators from which to draw. Indicative of this position is the Inclusive
Framework steering group, where the G24 had seven members represented in 2019
– almost one third of the total. As one interviewee said:

It has been very helpful that they can go to the [steering group] meetings representing
their countries, but they know that there are shared views there. That matters a lot. They
come in stronger, to some degree…Because they had a collective view, that was what got
some of the views into the discussion. (Interview, international organisation)
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The G24 illustrates the importance of using strategic relation-building to create
a focal point among developing countries. Unlike ATAF, the G24 – which has his-
torically been organised around the IMF and World Bank - is organised through
high-level diplomats in ministries of foreign affairs and finance. While this gives its
coalition work more political backing, it also means that the secretariat does not
have readymade contacts with tax negotiators. The result is a working group that
draws on personal connections as much as on the G24’s formal diplomatic chan-
nels. Inevitably, this means that some members are more involved in the formula-
tion of joint positions than others. An OECD secretariat official claimed that,
‘some senior officials from the G24 have distanced themselves from the block [sic]
view submissions’ (Dickinson, 2019). India is noted as a central cog. As one inter-
viewee, involved in both the G24 and other collaborations, said, “where the [G24]
comments have seemed to conflict with [Inclusive Framework] positions, there has
been a reluctance to upset India, which takes a leading role in G24 tax issues, and
so the G24 has had a hearing mainly because of the membership” (lower-income
country). Yet our interviews, which included officials from seven G24 member
states as well as its secretariat, indicated a widespread collective ownership of the
SEP proposal among almost all, and a clear signal that the achievement of changing
the terms of the debate and the direction of the policy processes was a win for
lower-income countries, as well as for larger G24 members:

This would not have made the [G24] ministerial meeting or our communiqu�e if India
hadn’t been the chair [but] no one in the group thinks this is an India proposal, that this
is really India. (Interview international organisation)

I cannot lay claim to any personal idea, what I can say is that we agree with the concept,
we understand the concept even though it is difficult for people from the developed world
to accept, we see it as simpler and a lot easier to implement… SEP the principle, the idea
is from the G24 and there are contributions from everyone. (Interview, lower-
income country)

Being well known within the wider social community of negotiators – both as
able technicians and for holding sway within coalitions such as the G24 and ATAF
– has helped bolster individual negotiators’ authority. Membership of the Inclusive
Framework’s steering group is in a personal capacity, while participation in its
working parties is highly personalised in practice. Individuals with reputations for
technical and diplomatic competence are sought out by the OECD secretariat and
encouraged to put themselves forward for these positions. Several delegates from
lower-income countries observed that, after they had spoken out authoritatively at
the OECD, they were subsequently invited to take on committee roles. The antici-
patory nature of secretariat-led negotiations creates a need for a smaller, trusted
“inner circle” that is consulted before proposals are sent to the broader member-
ship for discussion. Secretariat members sometimes frame their role as trying to
identify and recognise key delegates to qualify proposals and head off objections
before they are raised in meetings. As an OECD secretariat member explained:

The real thing in our process is, who gets to shape the papers when we start the
papers… .[In one typical example, after the secretariat had an idea] the first three phone
calls we made were US, India, Nigeria. The US are technically always good, they provide
the very best people. But [the Indian and Nigerian delegates] because they’re smart. You
can have a real conversation there. That’s where you have the influence. (Interview,
international organisation)
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Conclusion

Not all power in global governance stems from market size. In this article, we
showed that lower-income countries can draw on socio-technical resources –
expertise and professional networks – to influence deeply technical transnational
policy-making processes, even those dominated by states with large market power.
We make these arguments drawing on extensive interviews with negotiators and
key stakeholders in global tax policy-making, as well as records of meeting attend-
ance and policy documents. This allows us to provide the first detailed account of
global tax decision-making processes in the OECD Inclusive Framework.

Our findings give rise to a series of contributions that challenge or extend exist-
ing literature. To begin with, we bring to light an underexplored institutional
source of influence available to countries with limited market power: socio-tech-
nical resources. The notion of regulatory capacity usefully operationalizes the abil-
ity of states to achieve global political influence through expertise, expert
coherence, and sanction authority (Bach & Newman, 2007). It has primarily been
conceptualized in the context of emerging markets as a source of ‘unfulfilled’ mar-
ket power, and focuses unduly on ‘objective’ measures of expertise at the organisa-
tional level. Bringing in insights from “politics of expertise” scholarship, we shifted
the focus onto “socio-technical resources”, the expertise and professional networks
that together attract deference to key policy claims and enable the mobilization of
effective state interests and coalitions. Competition for claims to authoritative
expertise are relational and contextual, rather than objectively defined by national
hierarchies alone. Studying this competition helps us understand how marginalised
actors exploit the “gaps and soft spots” (Waylen, 2021) of global governance to
influence policy. Moreover, these dynamics are particularly central to highly tech-
nical, depoliticised transnational policy processes: whereas prior scholarship has
emphasized how depoliticization can make it harder for lesser powers to resist
coercion from great powers (Emmenegger & Eggenberger, 2018), our study sug-
gests that depoliticized contexts can also enable lesser powers to exercise influence.

In this context, we also contribute to work on expertise in global governance by
arguing that expert-based influence is not exclusive to individuals with socio-tech-
nical resources derived from or aligned with Western institutions and norms. The
expertise foundations of regulatory capacity are conventionally viewed as arising
from higher education at elite Western universities, employment at key (inter-
national) bureaucracies, or experience from (Western) private sector networks. This
perception means that when lower-income country experts develop expertise and
experience with global economic policies, it is often understood as constraining
their policy space (Broome & Seabrooke, 2015). In contrast, our cases demon-
strated that technical expertise and expert relations applied by, amongst and for
developing countries themselves can be powerful resources in global negotiations.

Next, we offer a counterpoint to scholarship rightly arguing that a better under-
standing of global governance requires studying a broader range of countries and
power sources (Braveboy-Wagner, 2010; Hopewell, 2015; de Graaff et al., 2020).
While much of this work has shifted attention from the traditional Great Powers
towards emerging markets, it still casts lower-income countries as rule-takers, their
agency framed as minimal or insignificant due to their lacking market power and
seen only in relation to the more powerful states that they support in coalitions or
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attempt to resist. There are, however, serious questions about whether the rise of
emerging markets is really a vehicle for mobilizing lower-income country interests
in global policymaking: often their interests diverge, illustrating the dangers of a
conceptual lens that bundles categories of the non-Western core together (Hearson
& Prichard, 2018; Seabra & Sanches, 2019). Our first case on the sixth method is
illustrative, since it was instigated by emerging markets with limited influence by -
and little use for - lower-income countries. Moreover, a focus on emerging markets
misses a more diverse view of the specific capabilities and power sources lower-
income countries are able to exercise (cf. e.g. Lee, 2009; Apecu, 2013). As our
second and third cases demonstrate, socio-technical resources are a prerequisite,
but the route through which they lead to influence may depend on the origins and
composition of coalitions that lower-income countries are able to form, and the
market power they can bring to bear.

Our cases also illustrate how new focal points, key policy decisions around
which states and experts coalesce, provide lower-income countries with distinct
opportunities to organise. As we show, socio-technical resources can precede and
enable effective coalition-work, even absent high-level political investment. The
second case, on the “Authorised OECD Approach”, illustrates this clearly: African
countries coalesced around firmly established domestic policies through a network
of like-minded technical experts with limited political support behind them.
Moreover, in our third case, SEP was a new idea that emerged in response to pol-
icy entrepreneurship by the US and UK. For the newly-formed G24 tax working
group, there can be little doubt that the SEP proposal acted as a ‘coalition magnet’
that consolidated a new social group (B�eland & Cox, 2016).

While ours was not explicitly an historical institutionalist study, it does illustrate
what is missed by the prevalent analytical focus on the stabilities of market power
structures, interrupted only occasionally by radical ‘shocks’ such as the rise of
emerging markets (Streeck & Thelen, 2005; Paul, 2018). None of our cases were
policy earthquakes, but they are significant wins because they depart from the his-
torically dominant dynamics of global tax policy-making, because they are “path-
undermining”, and because they constitute layered changes that promote the poten-
tial for systemic re-alignment. Thus, they demonstrate how lower-income countries
can achieve narrow, incremental changes that are nonetheless significant to both
their national interests and to global governance institutions at large.

Finally, these findings beg the question of what this means for the broader
power hierarchies in global (tax) governance. While major Western and ‘Rising’
powers continue to define the broader framework in which global economic
reforms take place, we show that lower-income countries can exercise influence in
specific areas that matter to them by mobilising institutional rather than compul-
sory power (Barnett & Duvall, 2005). This goes for both substantive policy and its
diffusion (case study 2) and the process of standard-setting (case study 3).
Moreover, this is indicative of a future direction of travel. As the OECD Inclusive
Framework finalises one major reform project, its secretariat is already developing
a new project that specifically takes developing country interests into account. Its
Secretary-General’s report to the G-20 in October 2021 states its intention to “help
the G20 consolidate progress by checking that the Inclusive Framework’s strong
coalition of countries continues to advance together and converge on the design
and implementation of the global tax rules by paying particular attention to the
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needs of lower income/lower capacity countries in the Inclusive Framework”
(OECD 2021).

Notes

1. We use the term “lower-income countries” to distinguish smaller economies from large
emerging markets, while “developing countries” will be an umbrella term for both.

2. As OECD accession states, Colombia and Latvia also had associate status
3. SEP proposed that a company would have a taxable nexus in a country in the absence

of a physical presence if a critical mass of certain factors were present, including the
revenue from sales of goods and services effected through digital means, the user base
and the associated data input, and the volume of digital content. Profits would be
allocated to that country on a formulary basis using four factors: sales, assets,
employees and users.
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