PREVENTION AND
RESOLUTION OF
TAX DISPUTES

The problem

The lack of a globally inclusive and effective international tax system
leads to inevitable cross-border tax disputes between countries, and
with taxpayers who are economically active in multiple jurisdictions.

Cross-border tax disputes are complex, costly, and time-consuming
to resolve. Solutions rely heavily on bilateral tax treaties, but many
countries in the Global South have few such agreements and are
often left without access to effective remedies. Dispute resolution
mechanisms based on tax treaties are opaque, overly complex,

and not designed to meet the needs of lower income countries.
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The solution

Prevention first

Adopt substantive tax rules that are less prone to conflict in interpretation and application.
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Unitary taxation with formulary apportionment
Treating multinationals as unitary entities would support fairer allocation of taxing rights
and help prevent disputes, as it is less prone to conflict than current transfer pricing.

Transparency measures
A central body should publish dispute outcomes and decisions across countries in the
Convention, ensuring consistent rule interpretation and avoiding repeated disputes.

Resolution next

Ensure all countries have access to inclusive and effective procedures for resolving disputes when they

arise.

1 @

Move away from bilateralism

Establish global rules and multilateral mutual agreement procedures that replace the
reliance on bilateral dispute resolution, which is prone to power imbalances between
countries.

Publish settlements

Key information about tax dispute settlements must be made public to promote
transparency, ensure consistent application of the rules, and prevent repeat disputes on
identical issues.

Mandatory procedures
While some aspects of the dispute resolution protocol may be optional, a fair and inclusive
process for resolving disputes under the Convention must be mandatory.
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