
United Nations work on transfer pricing and perspectives on international 

cooperation in tax matters 
 

The setting 

 

The relationship between financing for development and international tax cooperation features 

prominently on the United Nations development agenda. Last year’s Summit on the Millennium 

Development Goals (MDGs) highlighted the need for enhancing domestic resource mobilization 

and fiscal space through modernized tax systems, more efficient tax collection, broadening the 

tax base, and effectively combating tax evasion and capital flight. While each country is 

responsible for its tax system, it is important to support such national efforts by strengthening 

international tax cooperation. 

 

In the wake of the recent crisis, the global recession has depressed government revenues and 

aggravated budget deficits, while creating a need for stimulus packages and recovery measures in 

many countries. Meanwhile, pressure is mounting to address long-term development goals, such 

as the MDGs, as well as new challenges related to climate change, population ageing, volatility 

of food and fuel prices, etc. Thus, donor countries have a strong renewed interest in helping 

developing countries to improve their tax revenues, as a way to reduce pressure for additional 

financing for development. 

 

UN Committee of Experts on International Cooperation in Tax Matters 

 

Due to its universal membership and legitimacy, the United Nations has a key role to play in 

promoting international tax cooperation to the benefit of both developed and developing 

countries. Under the current institutional arrangements, the UN Committee of Experts on 

International Cooperation in Tax Matters serves as a subsidiary body of the Economic and Social 

Council (ECOSOC). Its core mandate is to keep under review and update as necessary the UN 

Model Double Taxation Convention between Developed and Developing Countries and the 

Manual for the Negotiation of Bilateral Tax Treaties between Developed and Developing 

Countries. In addition, the Committee provides a framework for dialogue with a view to 

enhancing and promoting cooperation among national tax authorities; considers how new and 

emerging issues could affect international tax cooperation and develops assessments, 

commentaries and appropriate recommendations; makes recommendations on capacity-building 

and the provision of technical assistance. In all its activities, the Committee gives special 

attention to developing countries and countries with economies in transition. 

 

The Committee comprises 25 members nominated by Governments and acting in their 

expert capacity. The members are appointed by the UN Secretary-General for a term of 

four years; they are drawn from the fields of tax policy and tax administration and are 

selected to reflect an adequate equitable geographical distribution, representing different 

tax systems. 

 

The Committee meets annually for five working days in Geneva and submits its report to 

ECOSOC at its substantive session. For most of its work the Committee relies on ad hoc 

subcommittees and working groups composed of experts and observers who work throughout 

the year. As they fulfil their mandates, the subcommittees and working groups are 

dissolved. 
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Subcommittee on Transfer Pricing – Practical Issues 

 

In 2009, the Committee acknowledged the difficulties faced, especially by developing countries, 

in applying some of the OECD transfer pricing guidelines, as well as certain disconnect between 

the OECD guidelines and the practical realities of the way in which transfer pricing 

methodologies were applied on the ground. The Committee also took on board the repeated calls 

from developing countries to address in practical way the perceived lack of sufficient, clear and 

relevant guidance for those countries on the policy and administrative aspects of applying 

transfer pricing analyses to some of the transactions of multinational enterprises (MNEs). 

 

In response, the Committee decided to establish a Subcommittee on Transfer Pricing and 

mandated it to develop a Practical Manual on Transfer Pricing for Developing Countries, which 

would: (a) follow the arm’s length principle adopted in Article 9 of the UN Model Convention 

(which is consistent with the OECD Model); (b) reflect the realities of developing countries, at 

their relevant stages of capacity development; (c) pay special attention to the practical experience 

of developing countries; and (d) draw upon the work being done in other fora, in particular 

OECD. 

 

UN Manual on Transfer Pricing for Developing Countries 

 

From the outset, the Subcommittee, coordinated by Stig Sollund of Norway, made it clear that it 

would follow the OECD guidelines rather than create alternative ones. The purpose of the 

Manual would be to assist developing countries in practical ways when following those 

guidelines, including by providing an explanation on how to apply the arm’s length principle. 

The Manual would largely reflect inputs from developing countries to ensure South-South 

sharing of experiences in this complex area. Its “value added” would be that it could look afresh 

and in a flexible and developing country needs-driven way at how to address arm’s length 

pricing in practice and from a universally inclusive perspective. 

 

The work on the Manual commenced with an Expert Group Meeting, convened in New York in 

January 2010, to seek developing countries input at an early stage. The Subcommittee worked on 

drafting chapters using electronic means and held two meetings in person: in Malaysia, in June 

2010 and in India, in February 2011. At its 2010 annual session, the full Committee had before it 

several draft chapters of the Manual, which were subsequently posted on the Committee’s 

website for comments by Members. Currently, several chapters, including the key ones on 

“Transfer Pricing Methods” and on “Comparability (including Functional Analysis)” are well 

advanced. There will likely be a roll-out of chapters as they are completed. 

 

Next steps 

 

Next June, the Secretariat, in cooperation with the Friedrich Ebert Foundation, will organize a 

small focus group meeting in New York to further engage developing country government 

experts. The next meeting of the Subcommittee on Transfer Pricing will be held in Japan in 

September of this year. The complete draft Manual is expected to be presented for adoption to 

the 2012 annual session of the Committee. 

 

The Committee welcomes greater engagement by experts from all relevant institutions, civil 

society and the business sector in collaborative work in this and other priority areas. 
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Areas of focus 

 

At the current stage of the Subcommittee’s work, the key focus areas are: 

 

 Finding appropriate transfer pricing regime for a developing country, with due regard to 

its respective stage of development and national priorities (For example, at what point is 

a specific transfer pricing regime necessary/advisable/unnecessary?); 

 

 Dealing with transfer pricing should be understood as a journey through a staged 

approach to building and retaining transfer pricing capability; 

 

 Integration of transfer pricing regime with general investment promotion policy, dispute 

resolution policy, risk assessment and audit capabilities and priorities; 

 

 Finding ways of implementing the arm’s length pricing approach in a way that better 

works for developing countries, by allowing to focus their limited resources on areas of 

greatest concern and by reducing levels of required data collection and crunching in each 

individual case, without loosing the integrity of the arm’s length pricing; 

 

 Learning from other approaches, such as “fixed margins” experience (Brazil), use of 

“safe harbours” and even the “formulary apportionment” debate, to make the arm’s 

length pricing more “workable” for both governments and taxpayers, yet still be 

indentifiable as “arm’s length” pricing approach – perhaps the greatest challenge 

 

 Finding ways to overcome the disadvantage of developing countries in dealing with 

developed countries and MNEs related to their lack of relevant data and deficit of 

analytical skills; 

 

 Addressing fairly, especially for developing countries, the imprecision of the arm’s 

length pricing. 

 

Links to other priority areas 

 
There are obvious links between Committee’s role as custodian of the UN Model Tax 

Convention and its function of assisting countries in the practical aspects of transfer pricing. A 

recent example was the successful work of the Subcommittee on Dispute Resolution, which gave 

special consideration to the specific needs of developing countries with regard to dispute 

resolution in the area of transfer pricing. Another relevant area is capacity-building and technical 

cooperation. At request of several developing countries, the Committee decided to explore the 

issue of arranging training sessions on transfer pricing, as a joint activity of the Subcommittee on 

Transfer Pricing and the Subcommittee on Capacity-Building. 

 

Some relevant work has been undertaken through the South-South Sharing of Successful Tax 

Practices (S4TP) project, a partnership of the Special Unit on South-South Cooperation of the 

United Nations Development Programme (UNDP), United Nations Department of Economic and 

Social Affairs (UN-DESA), and two NGOs – the New Rules for Global Finance coalition and the 

Tax Justice Network. The S4TP’s objective is to facilitate knowledge sharing and cooperation in 
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tax administration and tax policy among developing countries, including the area of transfer 

pricing. 

 

The UN Development Account project, entitled “Strengthening capacity of National Tax 

Administrations (NTAs) of developing countries in Latin America to reduce Tax Transaction 

Costs and thereby maximize their tax revenues” will focus on strengthening capacity of National 

Tax Administrations in several pilot countries in Latin America to use a Model of Tax 

Transaction Costs (TTCs), in order to assist them in identifying and reducing tax collection costs 

from the side of government and compliance costs on the part of taxpayers. This project will be 

carried out in cooperation with the Inter-American Center of Tax Administrations (CIAT), as 

well as UNDP and ECLAC. At a later stage, this initiative has a potential for extension to other 

countries and issues. 

 

Complementarities with the work of other organizations 

 

The UN work in the area of practical guidance in transfer pricing has garnered great interest, not 

as an alternative to the OECD Transfer Pricing Guidelines, but as a novel and needs-based 

approach to explaining what those guidelines mean for developing countries, and how they can 

be applied in a way that responds to developing country priorities and realities. This UN work 

has in fact helped spur further work by others along similar but complementary lines. 

 

We therefore see positively recent OECD efforts to give more practical guidance for non-OECD 

countries in transfer pricing (including on administrative aspects), and other work being 

undertaken by, for example, the World Bank, with its proposed “tool kit” on transfer pricing as 

important complements to our work. We should all work as collaboratively as possibly on our 

distinct but often converging “tracks”, as our Member States would expect, while also 

recognising the deep need for globally inclusive approaches that in their design and operations 

reflect the diversity of those Members’ situations and priorities. 

 

Perspectives on promoting broader international tax cooperation 

 

There currently exists no single entity with the global legitimacy, resources and expertise to 

serve as a single coordinating body for international tax cooperation. The possibility of 

establishing such a single norm-setting body has found little support in practice. In the absence 

of such an entity, organizations active in this area must work together with a view to meeting 

common tax and development goals in the most efficient, responsive and participatory ways. 

 

The 192-country UN Membership and the various perspectives, realities and priorities reflected 

in such a broad membership is widely recognized as in important complement to, and input into, 

the work of other fora. Since the great majority of UN Member countries are not members of 

either the OECD or the G-20, the UN has an important role to play, working with these and other 

relevant organizations, such as the Bretton Woods institutions and regional associations of tax 

administrations, towards ensuring the active participation of developing countries, especially the 

least developed ones, in relevant activities. 

 

 


