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Concept Note

As most of the developing countries have embarked
upon the United Nations Agenda 2030 on Sustaina-
ble Development Goals, efficiency in resource mobi-
lization and use especially public tax revenues is im-
portant. Tax revenue constitutes a vital component of
public expenditure in developing countries especially
in development expenditure such as infrastructure
building, health, education, and so on. Although tax-
ation systems worldwide have acquired significant
sophistication, many developing countries are still
struggling with the erosion of tax base, the level of
actual compliance, tax evasion and avoidance, among
others. In general, taxation issues are quite complex
and requires specific expertise in the tax machinery
to comprehend the new challenges and prepare for
the future with improved technology and compliance
mechanisms.

At the Third International Conference on Financ-
ing for Development in Addis Ababa in mid-July 2015,
developed countries blocked a proposal to create an
intergovernmental tax body in the United Nations
to replace the UN Committee of Experts on Inter-
national Cooperation in Tax Matters. At the present
time, the only place where the standards and norms
in international tax cooperation are decided in an in-

tergovernmental modality is the OECD. Even though
the OECD secretariat has convened and funded many
and extensive consultations on tax cooperation is-
sues with non-members through its Global Forum on
Transparency and Exchange of Information, the sec-
retariat is unable to entertain and process proposals
on the agenda and tax cooperation standards without
the approval of OECD member states.

Reflecting the residence taxation priorities of de-
veloped countries, OECD norm-setting work has ex-
hibited a strong tendency to ignore and not recognize
developing countries’ experiences and innovations in
tax policy and administration. Developing country tax
authorities often find themselves having to contend
with domestic tax objectives and contexts different
from those in developed countries, and as a result have
implemented various innovations and approaches.

In order to build common consensus and provide
an effective platform, the South Centre established the
Annual Forum of Developing Country Officials work-
ing on tax policy, administration, and international
cooperation in 2016. The program is a vital element of
South-South Cooperation for promotion of exchange
of expertise and experiences in international tax co-
operation.
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The First Annual Forum, held from 30 November
to 2 December 2016 in Surabaya, Indonesia, was a
great success, creating enormous interest and offers of
support from developing countries for its continua-
tion, expansion and strengthening. The Second An-
nual Forum, held from 25 to 27 April 2018 continued
where the first annual forum had left off, and expand-
ed its repertoire to further appreciation from develop-
ing countries. The Government of Indonesia played
an indispensable role in the success of both editions
of the annual forum.

The Third Annual Forum is jointly organised by
the Research and Information System for Develop-
ing Countries (RIS), New Delhi in collaboration with
the South Centre and the Ministry of Finance, Gov-
ernment of the Republic of India on 9-10 December
2019. The Forum aims to involve government offi-
cials, academics, civil society and experts from other
international organizations. The Forum will consider
a diverse range of issues that are relevant to develop-
ing country taxation

Extractive Industries

Many developing countries .
have a wealth of natural
resources which can be har-

Key Questions

©® What are the steps countries taking to address the

nessed as a potential revenue
base for fulfilling their devel-
opment needs. For achieving
such objectives, developing
countries should develop tax
systems to ensure that they
obtain an appropriate share
of the benefits from extrac-
tion and use of such resourc-

challenge of transfer mispricing in this sector, espe-
cially in oil and gas?

® How are countries overcoming the challenges cur-
rently faced in effective taxation of technical servic-
es?

® What has been the experience of developing coun-
tries in containing profit shifting in this sector
through BEPS Action 4 (deductions on interest

. ?
es. The Forum will discuss expenses)?

some of the innovations ® What are the legal and institutional innovations be-

ing undertaken by countries in strengthening judi-
cial, audit and information management capacities?

developing countries have
designed for the determi-

nation of profits or royalties
©® What administrative measures can countries under-

take to pre-screen transactions prior to the applica-
tion of tax treaties so as to prevent treaty abuse?

in the extractives industry,
and attempts to implement
policies on the treatment of
technical services.
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Taxation of the Digital Economy

The rise of digital economy is bringing new
challenges for tax administrations. The urgent
discussions in the OECD’s Inclusive Frame-
work of the Base Erosion and Profit Shifting
(IE-BEPS) project have introduced potentially
far-reaching proposals to redefine “economic
nexus” along with profit allocation rules. The
proposal emanating from the tax working
group of the G-24 is particularly noteworthy,
but there is a need to develop new alternatives
based on developing countries’ experiences
and needs. The Forum will review the propos-
als, their potential economic implications, and
developing country responses.

Key Questions

® From an implementation perspective, what are the
pros and cons of the G24’s proposal on fractional
apportionment?

©® What would be an appropriate developing coun-
try response to the OECD Secretariat’s “Unified
Approach” for Pillar One?

® Pending a globally accepted solution, what are
the unilateral measures developing countries can
adopt in taxing the digital economy?

©® What is the importance of data localization in
taxing the digital economy?

Fugitive Economic Offenders (FEOs) and Asset Recovery

Key Questions

® What are the legal remedies for treatment of fugitive

economic offenders in tax heavens?

® How the property of the fugitives is to be confiscated
and used for repayment of debts of the fugitives in the

home country?

® What types of legal assistance the bankers and finan-
ciers of economic fugitives can access in international

locations?

Fugitive economic offenders cause massive
drain of precious resources of a country

to tax heavens. The existing national legal
frameworks do not allow fully recovery

of those lost assets. Many countries have
taken concrete actions to stem the detri-
mental impacts of tax havens. However, it
is imperative to ascertain what concerted
actions could be undertaken by developing
country authorities to deny entry of fugi-
tives to safe havens, freeze the proceeds of
crime and obtain asset repatriation along

® Are extradition treaties efficient in dealing with econom-
ic fugitives? If no, what other preventive mechanisms can
be established to fast-track the increasing cases of FEOs?

with the offenders. In that perspective, the
Forum will provide a space for discussion
on the following questions.
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Combating Tax Avoidance

There has been a growing concern among developing

countries about the avoidance of taxes on the capital Key Questions

gains realized on the offshore transfer of assets locat- ® What are the changes needed to domestic

laws to ensure that the gains from offshore
indirect transfers can be effectively taxed?

ed within their territories. Tax administrations face
various challenges on this issue, being aware of the

transactions and then collecting the taxes due. The ) ) ;
® How can bilateral treaties be drafted in a

way that preserves domestic laws’ ability to
impose the tax?

Forum will allow participants to discuss the challeng-
es they have faced in the fight against tax avoidance
and developments in domestic laws to restrict such

abusive tax planning strategies. Through the Forum ® What are the practical challenges in

administering taxes on offshore indirect
transfers and how can they be overcome?

the South Centre Tax Initiative intends to promote
and support intensified, better coordinated, and
more institutionalized approaches to South-South

cooperation in tax matters so as to enable developing  them to discuss and develop tax cooperation modal-

countries to become full participants in international  jtjes and standards suitable for developing countries.

norm-setting and action in tax matters. The annual The Forum is supported by a network of developing

nual forum is designed to create a community among ¢, support the sharing of technical innovations and

developing country tax officials that would allow capacity building activities among its participants.
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