Legislation

‘Companies in developing countries have huge growth potential.
If we link trade and sustainable investment to better fiscal policy
and tax collection, countries themselves will be able to contribute
more to their own development.’

(Lilianne Ploumen, Minister for Foreign Trade and Development Cooperation)

Companies must pay a realistic amount of tax in countries where
they operate. Governments lose revenue due to tax avoidance.

In 2015 the Ministry of Foreign Affairs hosted an international
conference on this issue, on the theme of ‘Pay your taxes where

you add the value’.

Multinationals are able to reduce the amount of tax they pay by
exploiting the differences between national tax systems. Measures
are now being taken to curb this at international level, including
through the OECD/G20 BEPS (Base Erosion and Profit Shifting)
project. This should drastically reduce the potential to avoid tax
through artificial constructs.
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Curbing misuse of tax treaties

Bilateral tax treaties can be misused for tax avoidance. The
purpose of such treaties is to encourage investment by
preventing double taxation of company profits. They also
clarify tax collection rights, and strengthen collaboration
between authorities thanks to arrangements for the exchange
of fiscal data and administrative support.

Companies from countries other than those that are party to
the treaty can use an artificial construct to benefit from the
advantages it offers. They can for example arrange for lower
taxation at source on payments of dividends, interest and
royalties, a facility that is not intended for them. Anti-abuse
clauses in tax treaties can help prevent this. The BEPS project
has resulted in international agreements on this issue.

Anti-abuse clauses

The Netherlands has started amending its bilateral tax treaties
with 23 countries, proposing the inclusion of anti-abuse
clauses. It has already reached agreement with Ethiopia,
Ghana, Kenya, Malawi and Zambia, and is negotiating similar
arrangements with other countries. The Netherlands is among
the first countries to amend its bilateral tax treaties with
developing countries.
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Addis Tax Initiative

More than 35 countries and international organisations are working to improve tax services in developing countries. The Netherlands
was one of the prime movers behind the Addis Tax Initiative that was launched at the Financing for Development Conference in July
2015. There are three parts to the initiative. Donor countries will double their current efforts to build the capacity of tax departments in
low- and middle-income countries by 2020. Partner countries will introduce fiscal reforms and undertake to use the extra revenue
generated to fund their development agenda. And donor countries, in turn, will undertake to prevent their own tax policies from
hampering the generation of tax revenue in developing countries.

Technical assistance A better business climate

Strengthen tax policy

For more information on Dutch efforts to achieve sustainable,
inclusive economic growth, contact: Ministry of Foreign Affairs
Sustainable Economic Development Department

Postbus 20061

2500 EB Den Haag, The Netherlands

DDE@minbuza.nl

www.rijksoverheid.nl
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