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 WHAT ARE THE OECD VAT/GST GUIDELINES? 

1. Background 

As Value Added Taxes (VAT - also called Goods and Services Tax, or GST, in some countries) spread 
across the world over the last twenty years, international trade in goods and services was expanding rapidly 
as part of globalisation developments. As a result, the potential for double taxation and unintended non-
taxation has increased and so the interaction between VAT systems operated by countries has come under 
greater scrutiny.  

Even though the basic principles of VAT are broadly the same across countries, in that they aim to tax 
consumption in the jurisdiction where it occurs, differences exist as to how this is achieved in practice. 
Since the late 1990s, tax authorities have recognised that VAT rules require greater coherence in order to 
support global trade. Business and tax authorities also recognised that a co-operative approach was 
required to solve common problems. 

2. A first step – taxation and electronic commerce 

Building on the OECD Ottawa Conference on electronic commerce in 1998, the OECD’s Committee on 
Fiscal Affairs (CFA) adopted the Guidelines on Consumption Taxation of Cross-Border Services and 
Intangible Property in the Context of E-commerce (2001), which were supported by the Consumption Tax 
Guidance Series (2002). However, it became increasingly clear that many of the problems surrounding the 
application of VAT to electronic commerce actually had their roots in the wider area of services and 
intangibles and that the remaining differences of approaches amongst jurisdictions still had the potential 
for double taxation and unintended non-taxation. 

3. The current project 

The OECD therefore launched a new project in February 2006: the OECD International VAT/GST 
Guidelines, which aim at providing guidance for governments on applying VAT more generally to cross-
border trade.  

As a starting point, the OECD member countries have agreed on two fundamental principles for charging 
VAT on internationally traded services and intangibles: 

• For consumption tax purposes internationally traded services and intangibles should be taxed 
according to the rules of the jurisdiction of consumption (the destination principle); 

• The burden of value added taxes themselves should not lie on taxable businesses except where 
explicitly provided for in legislation (the neutrality principle). 

Building on these two core principles, the CFA has undertaken the development of more detailed 
Guidelines. The immediate focus is the application of the destination principle to services and intangibles 
and on how to ensure the application of the neutrality principle.  



4. The process 

The Guidelines are being developed by the CFA, through its Working Party 9 on Consumption Taxes and 
the Working Party’s Technical Advisory Group (TAG) made up of representatives from tax authorities and 
business, supported by academics and also drawing on input from non-OECD economies. 

The development of the Guidelines is a long term project. The ultimate aim is to cover large span of issues 
on the application of VAT to cross-border trade. A provisional Table of Contents (attached to this 
document) gives an overview of the issues potentially to be covered, but this will evolve and be amended 
in the light of experience over time. 

In order to progress the work, the Guidelines are being developed in a staged process. As each stage is 
completed the CFA publishes them for public consultation. When the process of consultation is completed, 
all comments are carefully considered and the documents are reviewed as appropriate. Work then 
continues on the basis of the progress achieved. Each document - which constitutes part of the future 
Guidelines - should be regarded as a building block and should not be considered in isolation. Each 
building block will be reviewed over time in the light of the subsequent elements in order to form a 
coherent whole. 

5. The status of the Guidelines 

When the Guidelines are completed, the aim is that they should provide guidance to help countries develop 
practical rules to ensure a smooth interaction between national VAT systems, with a view to minimising 
the potential for double taxation or unintended non-taxation and provide more certainty for business and 
tax authorities.  

6. The first building blocks 

In February 2010, the CFA released draft Chapter II of the International VAT/GST Guidelines for public 
consultation.  Those Guidelines deal with customer location in the context of indentifying the jurisdiction 
of taxation. 

At the same time, the CFA also released a report on VAT relief for foreign businesses. The report 
highlights the difficulties businesses face when they try to recover VAT incurred abroad. The report is in 
part based on a survey of more than 300 businesses. Following on from that survey, Working Party no9 on 
Consumption Taxes and its Technical Advisory Group have, as a first step in addressing the issues raised 
in the survey, produced Guidelines on VAT and neutrality principles. The CFA is now releasing those for 
public consultation. 

A draft of the Table of Contents is appended to this note. 
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