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INTRODUCTION 

In the past decades, Latin American countries have lived through huge economic fl uc-
tuations and critical moments that have recurrently led to dramatic social costs. The 
most remarkable feature has been the increase in unemployment levels, inequality and 
poverty, to the point of being known as the region with the most regressive distribution 
of income, even when it is not the poorest one in the world.

Overall, societies recognize the progressive or regressive role of government spending 
in relation to its investment priorities, this debate being based on the Government’s 
ability for economic intervention. Anyway, diff erences are usually not that clear when 
the debate hinges on fi scal policy.

In general terms, there is a clear ideological and political divide among countries and 
economic policies with reference to the fi scal issue. On the one hand, some countries 
support the concept of a “Minimum State,” whereby the tax burden should not inhibit 
those that, having resources/capital, are motivated to invest. On the other, some support 
the idea of an “Active State,” with a public sector that plays a promoting, ordering and 
redistributing role, and the tax burden on those with the highest ability to pay taxes.

It is remarkable that with governments of diff erent political ideologies in most Latin 
American countries—including the ones considered in this study—tax structures in 
recent decades have increasingly been based on indirect taxes (value added tax, sales 
tax, turnover tax), which are more easily collected but more regressive, given their higher 
relative weight for the medium- and low-income sectors. In a similar trend all over the 
world, the tax burden from direct taxes (income tax or wealth tax) and their relative 
weight on tax revenues have been reduced in the understanding that these may have a 
positive eff ect on the redistribution of income under the principle that those who have 
more pay more.

It has been recognized that in recent years the most progressive Latin American govern-
ments have placed the emphasis on resizing government spending and improving tax 
collection, rather than on introducing structural changes into the fi scal architecture. 
This implies a structural imbalance in government accounts, with a perverse parallel 
phenomenon that prevents a fairer distribution of tax burdens and the overcoming 
of historical constraints for the government to establish more equitable links among 
economic development, foreign investment, taxes, trade and responsible fi nance.

The persistence of fi scal privileges, exemptions and legal loopholes is combined with 
an important degree of evasion and avoidance. The internationalization of the global 
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economy and the advance in technology have signifi cantly facilitated the 
fl ow of goods and services as well as economic (fi nancial and commercial) 
transactions.

Therefore, the new conditions also pose limits and challenges from the point 
of view of taxes and oversight:

a. What attitude should Latin American governments adopt with regards 
to foreign capital?

b. What jurisdiction should prevail for the collection of taxes from compa-
nies with international operations? 

c. How can the government prevent the measures adopted to avoid 
“double taxation”—that is, taxes being simultaneously collected on the 
same economic asset in diff erent countries—from leading to “double 
non-taxation”?

Given the sense and the context for the development of DTAs in the various 
Latin American countries, these represent an important threat to sustaining 
the fi nancing of development and social infrastructures over time. And this is 
due, in many cases, to the inequitable distribution of revenues, the (very often) 
insuffi  cient technical support of the fi scal administration to ensure the eff ec-
tive enforcement of the agreed-upon provisions, and the possible association 
of DTAs with some grey areas related with capital accumulation, such as tax 
havens and aggressive fi scal avoidance eff orts by multinational corporations.

The focus on productive effi  ciency and growth as a univocal road to further 
economic development has intended to downgrade and discredit the signif-
icance of public fi nance and national tax revenues for the fi nancing of a 
sustainable and inclusive development model. Thus, they have justifi ed the 
reduction of capital gains taxes as well as the transfer of the tax burden to 
domestic consumption. This has led to a more regressive fi scal policy in the 
region—a factor that increases inequalities and inequities. 
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OBJETIVES OF THE STUDY

In general terms, the objectives of the study presented here is to analyze the impact of 
these DTAs on the government fi nancing system and the tax structure in Latin America, 
and to open the dialogue to establish more progressive and fairer tax systems in the 
region.  

Specifi cally, the study aimed at: 

a. Understanding the content of the DTAs signed by some Latin American countries, 
such as Argentina, Colombia, Ecuador, Nicaragua2, Uruguay and Venezuela.

b. Gaining insight into the connections between these DTAs and the commercial 
agreements for the protection of foreign investment.  

c. Analyzing the possible benefi ts and the main disadvantages of DTAs for 
developing countries, particularly in Latin America.  

d. Studying how policies in developed countries might ensure a better distribution 
of the taxes involved in DTAs for developing countries.  

e. Issuing public policy recommendations from the perspective and in the inter-
est of periphery countries, in order to help improve the tax base of developing 
countries. 

2  Although Nicaragua has not entered into any DTA, it was relevant to include it in the study in order to analyze 
the situation of international taxation from another perspective.   
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THE IMPACT OF DTAs AND PUBLIC
POLICY RECOMMENDATIONS 

In general: 

I. The inconvenience of uncritically accepting the OECD model as well 
as the contradictions it poses for the public interest of a developing 
country should be acknowledged. The OECD developments should be 
taken into account for the so-called best practices in the fi elds of trans-
fer pricing, harmful fi scal competition, transparency and the automatic 
exchange of information but considering their insuffi  ciencies, weak-
nesses and suitability for Latin America.   

II. The paragraph above should lead to the recognition of the importance 
and convenience of the UN model. It is very important to (critically) un-
dertake the task of drafting recommendations and standards on issues 
such as the permanent establishment, the fi ght against capital fl ight, 
tax evasion and avoidance, international cooperation in fi scal areas and 
the strengthening of tax administrations in developing countries.  

III. Regional regulations should be promoted and enforced for the ne-
gotiation and execution of DTAs among the member countries of the 
Union of South American Nations (UNASUR) and of the Community of 
Latin American and Caribbean States (CELAC). These regulations may 
defi ne principles and procedures, as well as a negotiation framework 
supported by the expertise of national tax teams, to attach to this 
topic the formality and signifi cance it deserves. They should prioritize 
source-based taxation rather than residence-based taxation.  

IV. There is a need to encourage a UNASUR model of DTAs from the per-
spective of Latin American countries. Thus, it would be possible to 
rethink the experience of the Andean Pact model from the 1970s, 
particularly its source-based approach to the regional tax policy. The 
UNASUR model, for instance, might be a model to overcome the limi-
tations of the current models, as a halfway point between the UN and 
the OECD models.  

V. Regional integration and commercial growth should be promoted at 
UNASUR level, accompanied by an intra-regional tax regulation that 
should not increase economic asymmetries, but rather reduce them by 
encouraging fair commercial relations.  
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VI. In this respect, it is necessary to promote the issue from the Working 
Group on Financial Integration (GTIF) of UNASUR, connecting taxes to 
regional tax policies, trade and responsible fi nance.  

VII. Tax administrations should carry out a regular annual revision of DTAs 
clauses with reference to the fi scal planning strategies developed by 
the companies involved. That is, the regular revision of the content 
of DTAs should be adjusted to the eff ective results derived from tax 
practices, so that the agreements to “avoid double taxation” do not 
end up leading to a “double non-taxation” or eroding the tax bases of 
developing countries.  

VIII. The regular revision of the impact of DTAs on Latin American tax struc-
tures must be understood as an initial step to debate the set of regula-
tions and international treaties that protect foreign investment, such 
as the need (or not) to continue with bilateral investment treaty (BITs), 
the use of capital movement controls, and other legislation on FDI. 
Therefore, it is necessary to make headway with a comprehensive tax 
reform that should modify the essentially regressive structure of today, 
the general architecture of which has been maintained without sub-
stantial changes since the neoliberal decade of the 90s.  

IX. It is necessary to promote and coordinate positions and actions in Latin 
America to demand more information, tax and customs transparency 
on commercial and fi nancial transactions and movements. Various 
common initiatives should be analyzed, such as the following: 

i. Coordinate campaigns on the meaning of tax avoidance/
evasion mechanisms and debates on and dissemination 
of specifi c cases.  

ii. Link the creation of alternative tax proposals to 
broader debates on economic models and regional 
complementarity.  

iii. Study the feasibility of proposing a customs and tax in-
formation agreement model, with the support of social 
organizations, not only to off er an alternative tool in the 
event DTAs were cancelled, but also to overcome the 
major limits and restrictions to information transparency.   

X. Finally, tax and fi scal policies should become essential tools for 
the wealth and income redistribution processes, as well as for the 
fi nancing of development and social infrastructures; they should not 
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turn into vehicles for higher concentration and exclusion that lead to 
increasing social unrest. However, for any change and transformation 
to be introduced, full citizenship should be exercised in areas and 
issues such as taxes, fi scal policy and fi scal justice. This implies that the 
following must be ensured:  

i. 10-1 Conditions of transparency 

ii. 10-2 Access to information 

iii. 10- 3 Participation in the drawing up of public budgets  

These measures are a prerequisite for the development of eff ective moni-
toring and evaluation processes by civil society and its diff erent organizations, 
as well as for the construction of truly fair and democratic fi scal systems.  
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Argentina
A 1) The recent changes in the country’s economic 

and fi nancial framework, which have led to the 
introduction of controls to foreign currency 
transactions, have objectively created new con-
ditions, demanding more attention to the use 
of DTAs. The Government should prevent DTAs 
from allowing economic activities that involve 
tax havens and maneuvers aimed at underbilling 
of exports, overbilling of imports, fi scal planning, 
capital fl ight, tax avoidance and tax evasion.  

2) According to the existing regulations, transfers of 
funds from and to Argentina must be conducted 
in accordance with Central Bank’s regulations in 
order to prevent the purely speculative destina-
tion of funds from abroad; 30% of those funds 
may be frozen as a non-remunerative manda-
tory deposit (not accruing interest) for one year; 
this does not apply in the case of investments in 
fi xed assets and inventories. 

3) Argentina has opened a new perspective for the 
analysis and debate of alternatives to DTAs. The 
decision made by the government to review the 
existing agreements with the creation of the 
“Double Taxation Evaluation and Review Com-
mission” led to the termination of DTAs with Aus-
tria, Chile, Spain and Switzerland. 

4) However, there is no information system or sys-
tematic public and/or academic studies in Ar-
gentina on the eff ects of DTAs on tax revenues. 
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5) Based on public information, it was revealed that tax avoidance through 
tax engineering with Chile represented a US$75 million loss for Argentina 
in 2011. 

6) Furthermore, total avoidance through the engineering of the DTA with 
Spain was estimated at over US$60 million only in 2011, which accounts 
for more than 8% of the annual revenue in that period from taxes on per-
sonal assets.  

7) Among the companies that used the formula to avoid paying taxes, the 
“Commission” report mentioned fi rms such as the French company Da-
none, the US supermarket Wal-Mart, the Chilean supermarket chain Cen-
cosud, the Brazilian oil company Petrobras, the car manufacturer General 
Motors, the Swiss cement company Holcim, the US chemical company 
Monsanto and large Argentine groups like the steel company Techint and 
the food company Aceitera General Deheza. 

8) Anyway, despite its positive contribution to the investigation, the struc-
ture of the “Commission” is very limited (a total of three offi  cials, repre-
senting the Ministry of Economy, the Ministry of Foreign Aff airs and the 
Federal Administration of Public Revenues) and besides, it has no partici-
pation and/or institutionalized relation with other sectors of society (its 
only responsibility is the presentation of partial reports and one annual 
report, though it is not clear whether they will be made public).  

9) Social movements should demand more transparency and a formal chan-
nel for contributions, reports and proposals. 

10) Finally, a central issue, which is still pending for debate in Argentina, 
though it has often been anticipated in recent years, is a tax reform in line 
with the objectives of strengthening economic growth and reverting the 
regressive dynamics of the distribution of income. 
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Colombia

C 1) The recent progress of the neoliberal project in 
Colombia is visualized in a remarkable increase 
in the execution of free trade agreements, 
agreements for the promotion and reciprocal 
protection of investments, and double taxation. 
Four are already in force with Spain, Chile, 
Switzerland and Canada, and the administrations 
of Álvaro Uribe and Juan Manuel Santos 
have made progress in the execution of new 
agreements with several European and Asian 
countries. 

2) While the Colombian economy reached his-
torical growth levels in the early 21st century 
(almost 7% in 2007), it also had the highest un-
employment rates and the highest concentra-
tion of income of recent decades. In 1997, the 
total value of FDI accounted for 5.2% of GDP 
in Colombia, and in 2005 it reached a histori-
cal high of 8.3%; in absolute (and current) terms 
this represents US$5.562 and US$10.252 billion, 
respectively3. While between 1994 and 2002 in-
vestments represented, on average, 2.7% of GDP, 
since 2003 the average has been 4.2%.

3) On the other hand, the smaller proportion of 
direct tax revenues derives from the lower rela-
tive growth of income tax revenues. This trend 
may be observed despite the diff erent dynamics 
presented during the last decade: the 30% rate 
in 1990 climbed to 38.5% during Álvaro Uribe’s 
administration, as a result of the overcharge 
(10%) introduced (temporarily) to the already es-
tablished 35% rate (that would amount to 33% 
by 2008). This added to the (temporary) intro-
duction of the wealth tax, basically intended to 
fi nance the huge military spending.  

3  This behavior is mainly explained, obviously, by the fl ows directed 
to the oil sector, which, in recent years, have represented over half of 
the total investment. This condition is a central element in the trend 
towards the strengthening of an exporting primary economic model 
based on mining, oil and agribusiness-related raw materials. 
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4) In this structure favorable to transnational capital, it is alarming to fi nd out 
that around one out of every three dollars coming into the country as for-
eign direct investment comes from tax havens. 

5) To the extent that a country like Colombia, a net importer of capital, has 
defi ned its preference for the OECD Model as the base structure for the 
development of DTAs (and for future DTAs), signifi cant potential fi scal re-
sources are being sacrifi ced, allowing capital income to be repatriated at 
low or zero rates, and seriously impairing an important component of the 
national taxable base: capital income. 

6) DTAs are part of a generalized trend towards the erosion of the revenues 
from capital gains. The revenue not collected by the Central Government 
due to the tax benefi t scheme for income tax (not including free economic 
zones) amounted to as much as US$19.4 billion for the period 2004-2010. 
Despite the hard social and economic situation in the country, the policies 
designed sacrifi ce important fi scal resources, which are not off set by the 
higher economic growth as it is claimed. 

7) Colombia should have an information and statistical analysis system that 
determines the consequences and fi scal costs of the existing and probable 
tax treaties (and, in general, of all the treaties and agreements related to 
trade and investment), as a condition for their corresponding evaluation.  

8) The country should endeavor to subject DTAs to regular evaluations and 
revisions. These should lead to the redefi nition of inconvenient situations 
generated during their development, or include temporary provisions that 
apply whenever certain situations or expected negative changes occur.  

9) That is, if the Government intends to consolidate the current scheme of tax 
benefi ts, it should, at least, establish mechanisms to prevent their termina-
tion in the context of the agreements. 

10) Civil society organizations should design projects that have an impact on 
national public policies in order to channel citizen pressure for progressive 
and fair national and international tax policies.
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1) Between 2009 and 2011, the total amount trans-
ferred to foreign countries totaled US$1.184 bil-
lion, but taxes were paid only on 5.69% of that 
amount for a total of US$67 million. Had there 
been no DTA signed, the withholding would 
have been close to US$290 million. Based on 
this, we can assert that from a fi scal point of view, 
Ecuador lost US$223 million in tax collection, an 
amount that could have been used for diff erent 
purposes, such as education, health care, secu-
rity, infrastructure works, etc.  

2) In an attempt to bridge the tax evasion and 
avoidance gap, the Ecuadorian Tax Administra-
tion has put forward reforms to tax laws and 
regulations. One of the main reforms proposed is 
the tax on foreign currency outfl ows, which aims 
at balancing the money market in a dollarized 
economy, keeping away fi nancial speculators or 
hot money investors as they would have to bear 
a cost if they tried to take their funds abroad. 
The tax was created in 2009 at a value of 0.5%. 
In 2010 it was raised to 1%, in 2011 it rose to 2% 
and since 2012 it has remained at 5%. Its goal is 
to prevent the entrance of speculative capital, as 
investors would have to factor in the tax in their 
cost calculations before attempting to bring the 
funds from the country of residence back to the 
countries where their headquarters are based.

3) Fifty-fi ve per cent of the US$1.184 billion taken 
out of the country under a DTA was levied ex-
clusively in the country of residence of the in-
come recipient, with Spain being the country 
that received the largest amount of non-taxable 
income in Ecuador (source country).

4) Over the last ten years, FDI in Ecuador has been 
erratic: it decreased between 2004 and 2007, 
then rose in 2008 and dropped again in the fol-
lowing years. 

Ecuador
E
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5) Regarding the money transfers made under DTAs that partially paid taxes 
in Ecuador, those made to Brazil paid the highest tax amount (USD15 mil-
lion) and accounted for 22.51% of the total withholdings from payments 
made under a DTA, followed by those destined to Mexico and Switzerland, 
with US$11 million and US$7 million, accounting for 17.22% and 11.09%, 
respectively.  

6) Considering the total amount transferred abroad, the actual tax burden is 
extremely low. According to the Ecuadorian law, payments made off shore 
within the framework of a DTA are deductible for the calculation of the 
labor force share (which is 15%) and the income tax (24% during fi scal year 
2011). However, only 5.69% of the total payments sent abroad under a DTA 
was levied with taxes. But what would have happened if this expense had 
not appeared on the taxpayer’s balance sheet? In that case, we would be 
talking about a tax burden of 35.4%. However, the amount that went into 
the tax coff ers has been almost six times lower. 

7) As a result of this diff erence—which might be called savings—taxpay-
ers have more capital fl ow to off er some sort of price promotion to harm 
those competitors not engaged in transactions provided for in DTAs. This 
could lead to two diff erent outcomes: one, the taxpayer that does pay the 
35.4% tax burden may go out of business in the face of unfair competition, 
and two, the taxpayer that does not apply these practices may start to do 
so, thus paying less money to the State and to the workers. 

8) That is why Tax Administrations need to reform the law, so that taxpayers 
do not attempt to avoid taxes. Similarly, Tax Administrations should create 
a risk by introducing mass intensive compliance checks, so that taxpayers 
are forced to pay their share. 

9) One major recommendation would be that as the economy becomes 
more dynamic, agreements should be revised in order to ensure a fair dis-
tribution of income. In addition, the tax exemptions provided for in do-
mestic tax laws should be revised in order to reduce the legal loopholes 
that enable tax avoidance.   

10) Legislators in all jurisdictions should be properly trained, as they are the 
ones who ultimately approve such agreements.
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1) Signing a DTA is not necessary to avoid interna-
tional double taxation as long as the design of 
the residence-based taxation system provides 
for a unilateral mechanism to avoid levying tax-
es on the same income twice, i.e. in the source 
country and in the country of residence—such 
mechanism consists in granting credits for the 
taxes paid in the country of origin of the income 
(tax credit method) or in exempting the income 
generated in the source country from paying 
taxes (exemption method). 

2) However, signing DTAs is not only redundant; 
DTAs turn into a mechanism through which re-
sources may be transferred from developing to 
developed countries.   

3) Therefore, signing these agreements is not only 
unnecessary but also counterproductive for 
countries like ours, which are in deep need of 
increasing their tax collection levels in order to 
be in a position to fund the provision of essential 
public goods to raise living standards and foster 
development. 

4) In particular, Nicaragua still needs to step up to 
the challenge of dismantling the expensive sys-
tem of tax exemptions, tax holidays and special 
treatment that benefi t certain economic sectors 
dominated by the largest and most profi table 
companies in the country (free economic zones, 
large hotels, mining companies, large agribusi-
ness consortia). 

Nicaragua

N
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5) The true role of these agreements is to divert tax revenues from the source 
countries to the countries of residence. These agreements limit the source 
State’s power to levy the income of non-residents generated in its territory 
through various mechanisms. 

6) There is no accurate estimate of the tax revenue loss resulting exclusively 
from the tax exemptions and special treatment granted to foreign compa-
nies. According to offi  cial sources, in 2010 the tax revenue loss amounted 
to US$333.3 million, which was equivalent to 79% of that year’s income 
tax collection.  

7) Between 2008 and 2011, the amount of non-residents’ investment gains 
sent abroad totaled US$1.078 billion. If a 25% withholding tax had been 
applied, that would have resulted in the collection of US$269.5 million, 
which is a considerable amount for a country like Nicaragua.

8) The problem with DTAs is similar to that of Free Trade Agreements: the 
country is not free to implement the policies it requires in order to grow 
with equity. This is no longer about dealing with one national law that can 
be amended at any time but rather with a network of international treaties 
that limit the country’s scope of action. 

9) In this regard, it is very important to present the study on DTAs to various 
civil society organizations, including women’s networks, teachers’ unions, 
youth organizations, national universities, department networks, among 
others.

10) It is equally important to organize meetings with offi  cials from the Gen-
eral Revenue Offi  ce, the Treasury and Public Credit Department to present 
the study that aims at improving conditions to avoid double non-taxation.
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1) The most signifi cant issue arising from tax eva-
sion and avoidance is closely linked to Argen-
tina. 

2) Uruguay is the market where unregistered Ar-
gentine capital and foreign trade deals continue 
to be placed, taking advantage of tax diff eren-
tials and resorting to the underbilling of exports 
and the overbilling of imports, in the face of the 
recent introduction of more stringent controls 
on foreign exchange and foreign trade transac-
tions in Argentina (along with the reports on 
wrongdoings using apocryphal invoices). 

3) In 2012, Argentina and Uruguay reached an ini-
tial understanding for signing a tax information 
exchange agreement (a tool that today is con-
sidered to be more eff ective and straightforward 
in Argentina for detecting extraterritorial tax 
evasion). This agreement has certain limitations. 
It is expected to come into force in February 
2013. Despite its limitations (it will not be retro-
active, it will be limited to criminal cases, it will 
not be used for fi shing expeditions), this agree-
ment may become a signifi cant benchmark for 
both organizations and individuals by bringing 
evasion or illicit moves to light. It should be 
monitored in order to determine how useful it 
is to detect economic actions used to erode the 
taxes paid by the companies trading between 
both countries.  

4) Uruguay features a system characterized by the 
totally free movement of capital, foreign cur-
rency and gold from and to foreign countries as 
well as by the free convertibility of its national 
currency. As a result of its open fi nancial system, 
liberalization of international fi nancial transac-
tions and bank secrecy laws, Uruguay has be-
come the region’s most important fi nancial hub.

Uruguay

U
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5) Uruguay maintains an orthodox macroeconomic policy that combines a 
fi scal policy based on the attainment of primary surpluses consistent with 
the sustainability of its public debt with a monetary policy primarily in-
tended to maintain price stability (infl ation-driven goals)4.

6) FDI fl ows in Uruguay have been increasing considerably over the last few 
years. Foreign investment has been at this high since 2008, with an aver-
age infl ow of more than US$2 billion a year. In 2011, the FDI stocks totaled 
US$14.859 billion, leaving Uruguay with one of the highest FDI stock to 
GDP ratios in the region5.   

7) The main productive projects undertaken in the last few years in the fi eld 
of industrial production of cellulose pulp from wood6 and in mining, 7as 
well as other prospective export-related projects8 are considered extrater-
ritorial projects for tax purposes, so they can enjoy the benefi ts of being 
treated as “free economic zones”. 

8) The recent progress made in terms of DTAs is welcomed by the Uruguayan 
government and leading economic sectors as a way of attracting more 
foreign investment rather than as a means of combating tax evasion and 
avoidance.

9) There is a need to link the demands for tax transparency and justice with 
other similar demands from regional social movements.  

10) There seems to be no social movement in Uruguay that has included the 
review of DTAs on its agenda. The challenge is to show their signifi cance 
and the negative impact they may have both on tax collection and on 
Uruguay’s increased dependence on foreign economic and trade cycles, 
with no matching increase in foreign investment.

4  IMF (2011). 
5  http://www.uruguayxxi.gub.uy/wp-content/uploads/2011/12/Informe-IED-en-Uruguay-Octubre-2012-URUGUAY-XXI.pdf 
6  The investment made by the Finnish consortium Botnia (at present UPM) was around US$1.2 billion 
and was recorded in the FDI statistics for 2005-2006. The investment made by the company Montes del 
Plata (the result of the merger of Arauco from Chile and Stora Enso from Finland) has been estimated to 
be approximately US$1.9 billion in facilities and US$700 million in the land. The plant will become opera-
tional in the fi rst quarter of 2013. This investment will be recorded as FDI in 2011, 2012 and 2013. 
7  Extraction of iron from Minera Aratiri. 
8  A deep-water harbor, a regasifi cation plant and possibly a third cellulose pulp plant. 
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1) Tax revenues from oil activities grew from US$23 
billion in 1992-1999 to US$383 billion in 1999-
2012, US$251 billion of which were obtained 
as a result of the introduction of legislative and 
contractual changes in favor of the public sec-
tor.

2) The increase in foreign currency infl ows and the 
appropriation of oil revenues by the State (the 
main source of public resources) made it pos-
sible to fi nance a sustained rise in government 
spending, which climbed from an initial 29% to 
42% of the GDP in 2012.  

3) To avoid international double taxation, Venezue-
la adopted the limited tax credit method where-
by it established that if a resident in Venezuela 
had to pay taxes in Venezuela for the income 
obtained anywhere else in the world, Venezuela 
would let that resident deduct the tax amount 
paid in the other country from the tax to be paid 
in Venezuela, which should not exceed the por-
tion of the Venezuelan tax calculated before the 
tax deduction. 

4) Years after their introduction, it is clear that DTAs 
did not meet their initial objective of “attract-
ing investment,” which was the argument used 
to justify their implementation by market and 
liberalization-prone administrations. 

5) Nevertheless, there are highly polarized opinions 
about the conditions and outcomes achieved 
throughout Hugo Chávez’s administration.

Venezuela

V
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6) There are no offi  cial statistics/estimates of the cost and signifi cance of 
DTAs, but according to studies conducted by well-known independent 
social organizations, such as Red Venezolana contra Deuda [Venezuelan 
Network against Debt], the cost of accrued non-collected taxes under 
DTAs for Venezuela has been estimated at US$17.875 billion a year9. 

7) The huge relative importance of this fi gure becomes clear when we con-
sider that for 2013, the National Budget of Venezuela has been estimated 
at US$92.2 billion, with US$70 billion from “current revenue” and US$22.2 
billion from “funding sources”. 

8) So far, there has been no signifi cant debate in Venezuela on the potential 
benefi ts and negative eff ects of DTAs. This could be attributed to the fact 
that, in the last few years, the country has undergone a period of expan-
sion of public economic activism backed and fi nanced by high oil prices, 
but, at the same time, it could also be due to the fact that the public opin-
ion’s attention and the political debate have been focused on other prior-
ity issues. 

9) Given their importance from a tax perspective, analyzing and discussing 
the conditions and prospects for DTAs could prove to be highly relevant. 
In Venezuela, the social and political movements seem not to have in-
cluded this topic on their agendas, as they focus their analysis primarily 
on the potential for creating public resources through an oil revenue tax.10

10) The topic of DTAs should be raised not only at the national level but 
also in relation to common positions regarding problems and challenges 
shared by the Latin American countries, such as the possibility of coming 
up with a common draft proposal for a fi nancial and tax information and 
transparency agreement to replace the current DTAs, which have been 
used for the purpose of avoiding and/or evading taxes and draining the 
country of its resources.  

9  Britto García, Luis: “Cómo nos Roban los Tratados de Doble Tributación” [How Double Taxation Steal 
from Us] in http://cadtm.org/Venezuela-Como-nos-roban-con-los 
10  http://www.iberoamerica.net/venezuela/prensa-generalista/noticierodigital.com/20121121/noticia.
html?id=sn01S66 
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AUTHORS and ORGANIZATIONS

Coordination and General Description of the Study

Latindadd – Red Latinoamericana sobre Deuda, Desarrollo y Derechos [Latin American Network on Debt and De-
velopment]

This network is made up of institutions, teams and campaigns from Latin American countries that 
strive to solve problems resulting from the systemic crisis in an attempt to create the necessary 
conditions for an economy at the service of the people that is respectful of economic, social and 
cultural rights. Latindadd actions include awareness campaigns, training, public policy monitoring, 
critical analyses, creation of alternative proposals, lobbying and mobilizations with the civil society 
and its social movements.

Web: www.latindadd.org
Contact person: Esteban Serrani

estebanserrani@yahoo.com.ar

Fundación SES [SES Foundation] - Argentina

SES is an Argentine social organization focused on the promotion and development of strategies 
in the area of youth rights for the inclusion of adolescents and young people with fewer oppor-
tunities. The name SES stands for the organization’s three foundational values: Sustainability, for 
its commitment to future generations; Education, understood as the driver of development; and 
Solidarity, a basic element of social integration.

Web: www.fundses.org.ar
Contact person: Adrián Falco

der@fundses.org.ar // adrianfalco05@yahoo.com.ar

Study on Double Taxation Agreements in Colombia 

CIASE –  Corporación de Investigación y Acción Social y Económica [Research and Social and Economic Action 
Association] 

CIASE is a non-profi t non-governmental organization created in 2005 to further peace, democracy 
and human dignity by advancing and advocating human rights through research, support of com-
munity self-management, consultancy, creation of businesses and educational activities. One of 
its strategic lines of work is “economic architecture and human rights and development,” which 
encompasses topics such as tax justice, a social and solidarity-based economy, and a new fi nancial 
architecture, among others. 

Web: www.ciase.org 
Author: Christian A. Moreno Sarmiento 

christian.moreno.s@gmail.com.
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Study on Double Taxation Agreements in Nicaragua

Coordinadora Civil [Civil Coordination Group] - Nicaragua

Coordinadora Civil coordinates, organizes and brings together regional and sectoral 
networks, trade unions, social movements, and individuals with common goals who, 
on the basis of consensus, work to achieve sustainable development, further active 
citizenship and put forward policies for social, economic and cultural transformation. 

Web: www.ccer.org.ni/ 
Authors: Adolfo José Acevedo Vogl and Brenda Marvelly Alfaro Ortiz

acevedo@ibw.com.ni and adolfojose@live.com, bmarvelly88@hotmail.com.

Study on Double Taxation Agreements

in Argentina, Uruguay and Venezuela

International Debt Observatory

The IDO is a forum created to exchange knowledge and to analyze and do research on 
the problem of the debt. Its aim is to provide individuals and organizations involved in 
the study of the debt mechanism with a unique statistical database as well as with a 
thorough analysis of its direct and indirect implications.

Web: http://www.oid-ido.org.
Author: Jorge Marchini

jorgemarchini@gmail.com

Study on Double Taxation  Agreements in Ecuador

Jubileo 2000 Red Ecuador Movement

This movement was created back in May 1999 and approved by Resolution No. 8781 
on July 18, 2007. It is an ample and pluralistic social movement which, in partnership 
with national and international social organizations, carries out actions to raise aware-
ness among the people of Ecuador on issues such as inequity and injustice in eco-
nomic and fi nancial relations and to urge national and international decision-makers 
to look for fair solutions that respect State sovereignty.   

Web: www.jubileo2000.ec/
Authors: Evelyn Ceballos and Fausto García

info@jubileo2000.ec


