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1. Background 

The importance of raising tax revenues for development, including through 
international tax cooperation, features prominently in the ongoing intergovernmental 
discussions on a new financing strategy for the post-2015 development agenda. 
Domestic resource mobilization, including through effective tax systems, is an 
important integral part of sustainable development financing. 

Within the United Nations (UN), the Committee of Experts on International 
Cooperation in Tax Matters (UN Tax Committee) has been addressing, over the years, 
the issues in international tax cooperation, giving special attention to developing 
countries. This included issues relevant to protecting and broadening the tax base of 
developing countries, as well as the effective combating of tax evasion and tax 
avoidance. Some examples of the relevant activities currently ongoing include the work 
of several Subcommittees, namely the Subcommittee on Article 9 (Associated 
Enterprises): Transfer Pricing, the Subcommittee on Exchange of Information, the 
Subcommittee on Tax Treatment of Services and the newly established Subcommittee 
on Base Erosion and Profit Shifting Issues for Developing Countries and Subcommittee 
on Extractive Industries Taxation Issues for Developing Countries. 

In parallel, recently there has been strong political momentum among developed 
countries to curtail so called “base erosion and profit shifting” (BEPS) by multinational 
enterprises engaged in a wide range of cross-border tax planning techniques allowing 
them to pay little or no tax anywhere in the world. At the request of the G20 Finance 
Ministers, in February 2013, the OECD prepared a report outlining the BEPS issues 
and, in July 2013, followed with an action plan, which was to address those issues in a 
coordinated and comprehensive manner. Specifically, the OECD Action Plan on BEPS 
was to provide countries with domestic and international instruments that would better 
align rights to tax with economic activities. The Plan is organized around 15 actions, 
which are to be implemented by specified deadlines during 2014-2015. 
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The Action Plan recognized that developing countries also face issues related to BEPS, 
though these issues may have a different impact on them, given the specificities of their 
legal and administrative systems. The Action Plan also called for a prominent role for 
the UN in providing the perspective of developing countries, including through 
participation in relevant OECD work. In response, the UN Tax Committee, at its 9th 
session (Geneva, Switzerland, 21-25 October 2013) set up the above-mentioned 
Subcommittee on Base Erosion and Profit Shifting Issues for Developing Countries 
(Subcommittee on BEPS) and mandated it to draw upon its own experience and engage 
with other relevant bodies, particularly the OECD, with a view to monitoring 
developments on base erosion and profit shifting issues and communicating on such 
issues with officials in developing countries, directly and through regional and inter-
regional organizations. Accordingly, the Subcommittee prepared an issues paper, with a 
view to providing information and seeking the views of developing countries on BEPS 
(available at http://www.un.org/esa/ffd/tax/BEPS_note.pdf) and, in parallel, it 
circulated a questionnaire asking for feedback on developing countries’ relevant 
experiences (available at http://www.un.org/esa/ffd/tax/BEPS_questionnaire.pdf). 

Overall, the feedback received from developing countries confirmed the importance of 
UN efforts to reach out to them. They agree that BEPS impacts on their domestic 
resource mobilization, resulting in foregone tax revenue and higher cost of tax 
collection. In general, the responses stressed the need to (re)align taxation with the 
relevant substance, that is to say to ensure that the allocation of profits related to cross-
border activities follow the location of substantive economic activities. Moreover, they 
identified several issues, among those that fall within the scope of the OECD Action 
Plan on BEPS, which are most relevant to them, and outlined additional areas of 
concern regarding BEPS that are not covered under such Action Plan. These include 
the following: tax challenges of digital economy; base erosion through interest 
deductions; tax treaty abuse; profit shifting through supply chain restructuring; transfer 
pricing; transparency and disclosure; base erosion through payment of service charges, 
management and technical fees and royalties; taxation of capital gains; wasteful tax 
incentives; difficulties in obtaining information needed to assess and address BEPS; 
need for risk analysis tools to detect abusive tax practices. 

In a latest development, at the request of the G20 Development Working Group 
(DWG), the OECD prepared a two-part report on the impact of BEPS in low income 
countries, based on its dialogue and consultations with them. The report listed a number 
of priority BEPS issues faced by developing countries, which are largely consistent 
with those mentioned above, and outlined several recommendations on how the DWG 
could assist these countries in meeting the relevant challenges, including by promoting 
and endorsing relevant capacity development initiatives, which are and will be carried 
out by international and regional organisations, within their respective mandates and 
resources. 

http://www.un.org/esa/ffd/tax/BEPS_note.pdf
http://www.un.org/esa/ffd/tax/BEPS_questionnaire.pdf
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2. UN Project on “Building Capacity of Developing Countries to Protect Their 
 Tax Base” 

Against this background, at the beginning of 2014, the UN launched a project on 
“Building Capacity of Developing Countries to Protect Their Tax Base”, undertaken by 
the Capacity Development Unit of the Financing for Development Office (FfDO) of the 
Department of Economic and Social Affairs (DESA). This project draws upon and 
contributes to the work carried out in this area by the UN Tax Committee and relevant 
Subcommittees, as well as the work of the OECD project on BEPS, as appropriate, with 
a view to complementing that work from a capacity development angle for the benefit 
of developing countries. In particular, the project aims at strengthening the capacity of 
these countries to increase their potential for domestic revenue mobilization through 
enhancing their ability to effectively protect and broaden their tax base. 

The work of the project covers a number of topics of particular interest and relevance to 
developing countries, at their stage of capacity development, and aims at supporting 
them in assessing, from their own perspective, range of practical and workable options 
which could be implemented to protect and broaden their tax base and, as a result, 
increase tax revenues. To this end, it is premised on developing a set of practical 
papers, aimed at systematizing, simplifying and summarising relevant information and 
materials developed and being developed, including by the UN Tax Committee and its 
Subcommittees, as well as within the OECD project on BEPS. 

As the first step, a workshop was organised by FfDO at the UN Headquarters in New 
York, on 4 June 2014, in cooperation with the OECD Center for Tax Policy and 
Administration (CTPA) and with the participation of representatives of developing 
countries and regional tax organisations, as well as of several members of the UN Tax 
Committee. In addition to providing an overview on the UN and OECD work in the 
relevant area, it focused on the following topics: (1) Preventing tax treaty abuse; (2) 
Taxation of services (including taxation of fees for technical services); (3) Tax 
challenges of the digital economy; and (4) Tax incentives. Representatives of 
developing countries and other participants thoroughly discussed these topics and 
provided feedback on preliminary drafts and outlines of papers dealing with them, as 
well as with other issues to be covered under the project. (Further information about 
this meeting is available at http://www.un.org/esa/ffd/tax/2014TBP/). 

3. 2nd Workshop on “Tax Base Protection for Developing Countries” 

In follow up, FfDO is organising, in cooperation with CTPA, this 2nd workshop on 
“Tax Base Protection for Developing Countries”, which will be held at OECD 
Headquarters in Paris, France, on 23 September 2014. It will focus on the following 
topics: (1) Preventing the artificial avoidance of PE status; (2) Neutralizing effects of 
hybrid mismatch arrangements; (3) Limiting interest deductions; (4) Taxation of capital 
gains; (5) Preventing tax treaty abuse; and (6) Transparency and disclosure. 

http://www.un.org/esa/ffd/tax/2014TBP/
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The workshop will open with welcoming remarks by UN and OECD officials, followed 
by an introduction to the UN project on “Building Capacity of Developing Countries to 
Protect Their Tax Base”. Subsequently, the aforesaid issues in protecting the tax base 
of developing countries will be introduced and discussed in two substantive sessions 
(one to be held in the morning and one in the afternoon). Finally, conclusions and 
closing remarks will be presented. (For details, see Tentative Programme). 

Both the morning and afternoon substantive session will comprise the following: 

− An introductory plenary meeting featuring presentations of draft papers on three of 
the above-mentioned issues in protecting the tax base of developing countries, which 
will be delivered by their respective authors (approximately 20 minutes each). 

 
− Subsequently, three parallel breakout meetings aimed at discussing in small groups 

the issues covered in those papers, which will be facilitated by their respective 
authors (see List of Groups for Breakout Discussions). These meetings will each 
feature a collaborative discussion of the respective topic by country representatives, 
including through addressing several questions/issues put forward by the relevant 
paper’s author (see Questions/Issues for Discussion in Small Groups). To this end, a 
designated lead discussant (Rapporteur) will provide preliminary comments on the 
draft paper, as well as his/her own country views on the relevant aspects (overall, 
approximately 10 minutes). Other country representatives will then share their own 
perspectives and practical experiences on such issues and report on major problems 
that are frequently encountered by their authorities in dealing with them. Country 
representatives will be expected to actively engage in discussions and the facilitator 
will ensure that appropriate time is made available to each of them. 

 
− Finally, a conclusive plenary meeting featuring reports on the outcome of breakout 

meetings, which will be delivered by the respective lead discussants (Rapporteurs) 
and facilitators (overall, approximately 10 minutes for each topic), as well as an 
interactive general discussion with interventions, questions and answers by all 
meeting participants. 

Detailed logistics information for this meeting is included in a separate document (see 
Logistics Information Note). All background materials and other relevant documents 
and information, including draft papers on selected issues in protecting the tax base of 
developing countries to be discussed at the meeting, are available at and downloadable 
from the following dedicated web-page: http://www.un.org/esa/ffd/tax/2014TBP2/. 
 

http://www.un.org/esa/ffd/tax/2014TBP2/TentativeProgramme.pdf
http://www.un.org/esa/ffd/tax/2014TBP2/GroupsBreakoutDiscussions.pdf
http://www.un.org/esa/ffd/tax/2014TBP2/Questions-IssuesDiscussions.pdf
http://www.un.org/esa/ffd/tax/2014TBP2/LogisticsInformationNote.pdf
http://www.un.org/esa/ffd/tax/2014TBP2/

