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Abstract

It has generally been argued, with respect to the position of
tax treaties in developing countries, that such treaties
diminish the source country's taxing authority while
enhancing the benefits accruing to the residence country; this
understanding has led many to question their utility.
Employing a descriptive-analytical method and drawing on
recent research findings, this article seeks to clarify whether
tax treaties, for countries such as Iran, serve merely as a
means of restricting the right to levy tax, or whether they may
also perform an economic and investment-related function.
It must be acknowledged that the purely legal view—
concerning the reduction of the source country's taxing
powers—is not without merit; however, it does not suffice
for a final assessment of a treaty's standing. A tax treaty

should instead be regarded as an instrument of economic
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policy, and its value should be gauged with reference to such
factors as its actual effect on increasing investment, its
revenue cost, the method of relieving double taxation in the
residence country, the potential for treaty abuse, the capacity
of the tax administration, and its impact on the state's fiscal
power. It therefore appears that a developing country such as
Iran ought not to adopt a uniform approach to such
agreements based solely on its own tax rules, but should
instead evaluate each treaty individually, with regard to the
counterparty state and the effects of its provisions.
Accordingly, it is advisable that every tax treaty bill
submitted to Parliament be accompanied by a report on its
effects, so as to clarify what is being conceded in exchange

for what is being obtained.

Keywords : tax treaties, developing countries, foreign direct

investment, source country, treaty impact assessment
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Bhasin, N. (2015). The Impact of Bilateral Tax Treaties: A Multi-Country Analysis of FDI
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5 spillover effects
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! Pillar Two

2 Global Anti-Base Erosion Rules: GloBE Rules
3 Effective Tax Rate: ETR)

4 jurisdictional approach

3 top-up tax rate

¢ Qualified Domestic Minimum Top-up Tax: QDMTT
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