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Multinational companies navigate a maze of legal loopholes to minimize tax
liabilities, a strategy balancing profitability and ethics. While these maneuvers are legal,
they face criticism for bypassing financial obligations meant for public benefit.
International bodies have aimed to curb such practices with limited success.

Tax avoidance strategies, though legally sound, often encounter ethical dilemmas.'
Ethical theories, like deontological ethics, may view such tax avoidance as immoral for
exploiting legal loopholes, while consequentialist ethics may judge differently based on
outcomes.’

Public opinion is split on whether tax payments fall under a company’s social
responsibilities. While some argue corporations should pay taxes where they operate,
others believe their economic contributions like job creation and technological
advancement suffice.’

Tax havens offer minimal or zero tax liability to foreign entities.* They do not require
businesses to operate or individuals to reside in their country to receive tax benefits.’

* J.D. Candidate, Class of 2025, Sandra Day O’Connor College of Law at Arizona State
University.
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Moreover, they provide other advantages, such as attractive secrecy rules—like skipping
some regulations or keeping tax plans quiet, and relaxed regulations—like eased data
protection or employment laws.°

However, this choice has attracted significant negative public attention. Companies
like Microsoft, Apple, and Hewlett Packard have faced criticism from Congress for their
tax strategies, with Apple notably being labeled a “U.S. tax dodger” by the Senate
Permanent Subcommittee on Investigations.” Additionally, the public frequently
scrutinizes companies, “naming and shaming” them for illegal, unfair, or immoral tax
practices.®

The Paradise Papers spotlighted many multinationals, like Apple and Nike, utilizing
tax havens.” While legal, these strategies have been criticized for their global economic
impact; notably the economies of the countries where these corporations operate.'® Amazon
bills through low-tax Luxembourg, Starbucks uses its Swiss subsidiary for bean pricing,
and Fiat Chrysler uses intra-group loans from its Luxembourg branch all leading to
regulatory challenges.'' In response, some companies have embraced corporate social
responsibility, with firms like Starbucks and Nike volunteering additional taxes.'?

National and international bodies have implemented recent legislative reforms to
curb tax avoidance. In 2021, the United States and President Biden introduced the “Made
in America” tax plan, implementing tax reforms to address profit shifting and offshoring
incentives."

Internationally, the Organization for Economic Co-operation and Development
(OECD) adopted the 15-point Action Plan on Base Erosion and Profit Shifting (BEPS),
involving over 135 countries and jurisdictions to tackle tax avoidance, improve the
coherence of international tax rules, and ensure a more transparent tax environment, aiming
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to make the international tax system fairer."* However, challenges such as resistance from
stakeholders and geographical constraints persist.

Efforts to close tax loopholes and introduce a global minimum corporate income tax
offer hope for more equitable tax revenue distribution.'> Countries with low or no corporate
tax may need to reevaluate their stance to prevent loss of taxing rights.'®

Corporate tax avoidance is complex and straddles between legality and ethics.
Companies legally reduce tax liabilities but aggressive strategies face ethical challenges.
The use of tax havens by giants like Amazon and Starbucks has prompted scrutiny and
reputation damage. International efforts to curb these practices are ongoing, and evolving
public perception might influence corporate tax strategies in the future which depends on
legislative reforms that close loopholes and may implement a global minimum corporate
tax. Evolving public perception may prompt corporations to reassess tax strategies in light
of social responsibilities and reputational impact, emphasizing the importance of balancing
profitability with economic fairness and accountability.
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