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The argument over multinationals and the tax they pay could be partially defused
with greater transparency and better governance for complex legal entities
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that they have broken the law.
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is just one of the many forms of
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taxation that large corporates pay
are vital for shareholders and
– when you tally up VAT, national
investors, and it is critical these
insurance on employees working in the
are accurate and timely. It’s a
UK and their income tax, this is a very
time-consuming job for finance
significant amount into the UK coffers.
directors and their staff in large
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organisations to obtain precise
the UK, in terms of enhanced skills,
financial information from far-off
improvements in local infrastructure,
divisions. This is no excuse.
economic development and the spin-offs
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from employing sub-contractors is often
that what is occurring in a particular
overlooked and too difficult to quantify.
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Of course, tax breaks do work for large
impact on the profitability of a
companies, and certainly lower levels
product or a service. For
of corporation tax in certain European
example, when does
Union countries have done a great deal
assembly of a product
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turn into a sales tax,
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particularly if the
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Today, globalisation means
large multinationals
have local footprints
in hundreds of other
countries, across a
multitude of legal and
fiscal environments
is that more organisations must be
prepared to deal with such jurisdictional
requirements more visibly, and to establish
comprehensive exchange of information
about risk, control and responsibility.
Of course, it is up to each sovereign
government to set their own national
corporation tax rates, and they do this
primarily to attract inward investment.
So companies obeying the law should
not be singled out for using such low-tax
jurisdictions. However, large global
companies – particularly those with highly
respected consumer brands – can ill afford
to become tarnished with accusations that
they are not paying their proper dues.
Encouraging proper legal entity
management is at the heart of good
corporate governance. LEM structures
will allow transactions to be booked with
profit centres in a coherent way. This
might well involve setting up transfer
pricing between entities so the receivers
of these profits are in a low-tax
jurisdiction. But this will all
be above board, so everyone
is clear which jurisdiction is
being used.
This structure offers
real corporate comfort and
counters anyone who feels
they can level the term “tax
dodgers” at responsible
international business. n
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