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Abstract

Although the world’s nations have been striving to create the ideal international taxation regime for almost a century, there are still many issues that confound all attempts to achieve a consensus and implement a tax mechanism that will be both equitable and efficacious. The challenge of achieving such a goal is only getting more difficult, mainly due to the enormous changes in the world economy in this recent century. 

The existing “international tax regime” derived from the international tax treaties network and from unilateral domestic legislation of the world’s nations. Among several unintended byproducts, the current ‘tax regime’ enables situations of double non-taxation and tax evasion. The fight against these byproduct complications has led to enormous complications of the tax code of every nation who tries to fight it, and the success is not always guaranteed. The most problematic aspect of the current international tax system is the arbitrary and unfair way the global tax pie is distributed among the world’s nations who take part in the common regime. The tax treaties worldwide network shifts tax revenues from developing to developed countries. Essentially, the common excuse presented to developing countries for the discrimination in tax revenue sharing, that is built-in in the tax treaties, is that a greater flow of foreign investment will enter the developing countries and enhance the domestic economy in the long run. Many developing countries are not convinced with this claimed incentive and some of them avoid signing tax treaties with developed countries
. The developing countries that do sign these tax treaties with developed countries do so with either very little bargaining power or as a default to the best they can get out of the bad circumstances they are confronted with, mainly under the desire to be part of the global modern market, even in the price of giving up revenues.

Developing countries are reluctant to sign tax treaties with developed countries since they are concerned that, not only will they lose tax revenues in favor of the resident country, but they will also be obliged to the Exchange of Information and thus lose the only incentive they could offer foreign investors (even if not officially). The outcome is that even developing countries that sign tax treaties do very little to enforce them, especially regarding exchange of information. This, in turn, makes the global situation even worse off, since double non taxation occurs much more frequently and billions are left untaxed (the “tax gap”). It should be noted that this paper is dealing only with developing countries that want to be a part of the worldwide tax treaty network but are discouraged from the little taxing rights they are offered by developed countries. It will not deal with “classic” tax havens that choose to be as such out of a strategic decision
.

This paper suggests a new approach for tax treaties: tax revenues from global activity should be shared more equally among developed and developing countries. It suggests that the total global tax pie will be larger if a more equal distribution would take place, and that both countries will benefit by collecting more revenues than under the current system.

� 	These are mainly Latin America countries; Eduardo Baistrocchi The Structure of the Asimmetric Tax Treaty Network:Theory and Implications, paper was presented in the 2006 Michigan Tax Conference; also available at http://law.bepress.com/cgi/viewcontent.cgi?article=9408&context=expresso, 24; See also Ronald E. Evans The Expanding Role of Income Tax Treaties in Planning Latin American Ventures, 21 Tax Notes International, 1471 (Sept. 25, 2000), 2-5; 


� 	The fight against the existence of tax havens around the globe is a different battle than that of the developed world. The means taken in this battle are non-treaty and more political pressure and sanctions on the tax haven jurisdictions.





