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“the difference 

between evasion and 

avoidance is the width 

of a prison wall”

Ex-Chancellor Denis Healey

“we have allowed the 

term tax avoidance to 

become far too 

respectable”  

Pravin Gordham, South African 

Finance Minister  



“tax is a cost of business.  All good businesses should 
be as efficient as possible in terms of reducing their tax 
bills.”                

International Chamber of Commerce

 tax avoidance / tax exemptions / tax competition 
cause market distortions which reduce pressure on 
businesses to improve productivity and be innovative

 tax avoidance encourages corporate free-riding –
and logically will not stop at zero tax on corporate 
profits, but negative tax rates – direct and indirect 
net transfers

The Myth of Tax Efficiency: Efficient for Who?



SABMiller has a massive 65 tax 
haven companies, more than it 
has breweries and bottling plants 
in Africa. Tax havens enable the 
SABMiller group to use clever 
accounting to siphon profits out 
of Africa, taking desperately 
needed money away from poor 
countries.

ActionAid estimates that it is 
ripping off poor countries in 
Africa to the tune of £20 
million a year



Corporations are creating 
elaborate structures to move 
profits through subsidiaries to 
offshore centres to avoid 
handing money over to tax 
collectors in the countries 
where their goods are 
produced, and in those where 
they are consumed.  
Governments at both ends of 
the chain are increasingly 
being deprived of the ability 
to raise tax for development 
or services.

6th November 2007

“

”



Isle of Man : 4p for 

insurance services

Cayman Islands : 

8p for use of 

purchasing network

Ireland : 4p 

charged for use of 

brand

Jersey : 6p charged for 

management services

Produced in Latin America 

Export price: 13 pence

1.5p labour costs / 

10.5p production costs

1p taxable profits

Consumed in UK : 

Import price : 60p

39p retail mark-up

1p taxable profits

Bermuda : 17p for use 

of distribution network

Luxembourg : 8p for 

financial services



Exemptions and other factors that might 
distort markets

Loan versus equity capital

Tax holidays

‘Ring-fenced’ exemptions – including EPZs, SEZs

Preferential rates / ministerial discretion

Exempt import duties on capital goods

Accelerated depreciation rates



“Perhaps the strongest and most 

relevant policy conclusion one can draw 

from an examination of the extensive 

empirical and theoretical literature on 

the links between taxation and 

economic development is simply that we 

do not yet understand much about this 

issue in general.”

Taxation and Development

Richard Bird

World Bank Economic Premise – October 2010



Financial market secrecy: 

globalisation’s achilles heel

 Raises risk premiums

 Harms tax systems and public finance

 Facilitates economic free-riding

 Reduces the efficiency of resource 

allocation

 Increases the profitability of economic 

crime

 Encourages rent-seeking activities

 Damages trust and institutional quality



more info:  taxjustice.net
taxjustice.blogspot.com
taxresearch.org.uk/blog

contact:   john@taxjustice.net


