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Abstract

While the United States and China have been waging a trade war since 2018,
another trade war was also initiated in 2019. However, this time the countries involved
are the ones that were usually in the same camp before, i.e., the United States and
European Union. The cause for the battle was that some European countries decided to
collect the so-called digital services tax (DST), and in response, the United States
launched a section 301 investigation pursuant to its Trade Act of 1974. Unlike the 2018
trade war between the U.S. and China, which has been affecting the global trade
seriously, there has been no intense or large-scale fighting in this battle because the
countries involved agreed to resort their difference through the international tax reform
negotiation under the auspice of OECD. Nevertheless, to learn a lesson from the DST
war and peace evolution, it is necessary to explore whether the disputed DST violates
the WTO rules, and to understand why the U.S. has changed its position and accepted
Pillar One solution, which reallocates the taxing rights among countries. Despite that
the implementation details have been under intensive discussion since the global
consensus was secured for the two-pillars solution, currently there are still few countries
pursuing DST legislation irrespective of the consensus under the Pillar One solution to
abandon DST. It seems essential to get the two-pillars solution implemented as soon as
possible if we would like to ensure peace and avoid another unnecessary trade conflict.
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