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1.Context




Tax havens in financialization 4
studies y

* Dependency literature suggests losses through outward payments (royalties,
interest on debt, dividends) outweigh benefits of FDI, e.g.

* Amin (1973: 224)
* Sunkel (1972: 73)
* Ruy Mauro Marini (1977: 9)
 Studies on financialization have incorporated the role of tax havens, but only
timidly...

* Chesnais, F (2002) mentions the movement of dirty money from off-shore
financial centers and tax havens to the USA in the last years

* Palley (2007: 18, 20) mentions the use of debt for tax reasons, but he does
not mention the role of tax havens

* Shaxson (2018) does link financialization and the use of corporate tax
havens

* The role of tax havens has been under represented in the literature of economic
development.
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Top 20 Inward FDI economies

® Right-hand axis: Top 20 inward FDI economies in percentage of GDP

6,000 5,000 4.000 2.000 1,000 0
N > | l | 1 | ]
I i . e e — Luxembourg
United States I — Mauntus
China, PR - Mainland  et— -
Sy N— Nefherlands
China, PR : Hong Kong* 2 PR-H
Singapore® China, PR : Hong Kong
Ireland* Ismland
Switzerland* BRI
G Mozambique
France Hungary
Canada Assbn .
Spaimn Mongolia
A i Switzerland
Mexico Palan
Brazil Barbados
Belgium* SRa———
Ttaly Georgia
Indi Cabo Verde
Sweden oy
Bahrain Kingdom of
0 1,000 2,000 4.000 5.000 6.000

® Left-hand axis: Top 20 mward FDI economies in USD billions

Source: Damgaard, Elkjaer (2017)



The size of corporate tax dodging in s

2013

“Global tax losses
are estimated at

around $500
billion annually”

Source: Cobham and Jansky,
2017.

network

Estimated Tax Loss

Estimated Tax Loss

Country (Sbn) (percent GDP)

Chad 0.9477 6.97
Guiana 0.2107 6.97
Malta 0.4273 4.59
Argentina 21.4059 4.42
Comoros 0.0291 4.42
Guinea 0.2891 4.42
Pakistan 10.4476 4.42
Zambia 0.9823 4.42
Eritrea 0.1363 3.96
Namibia 0.4874 3.96
St. Lucia 0.0525 3.81
St. Kitts and Nevis 0.0281 3.66
St. Vincent and the

Grenadines 0.0256 3.45
Mozambique 0.4568 3.11




2. Corporate Tax Haven Index
(CTHI): Methodology




Why the CTHI? tax ustice
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. tax Justice
Index Structure Overview — 2 components erwork

Qualitative Component: Haven Score (HS)

Table : The 20 Haven Indicators

Quantitative Component: Global
Scale Weight (GSW)

Lowest Available X
Corporate Income Tax
Foreign Investment X
Income Treatment

Loss Utilisation

Capital Gains Taxation X

Sectoral Exemptions X X

Tax Holidays and B”ateral Data
Economic Zones

Patent Boxes X X on FDI from
Fictional Interest IMF Coordinated Direct Investment

Deduction
bli
Accounts o Survey (CDIS)

Country by Country X
Reporting

s http://data.imf.org/CDIS

X
X

Tax Rulings and

Extractive Contracts X X X
Reporting of Tax X
Avoidance Schemes
Tax Court Secrecy

Deduction Limitation for

Interest X X X

Deduction Limitation for

Royalties

Deduction Limitation for CTHI 1
" X l

Service Payments

Dividend Withholding

Taxes

Controlled Foreign 3

Company Rules X X X = (HSE’ * ,/GSWI) / 100
Double Tax Treaty X
Aggressiveness

Final CTHI Index Ranking




Index Structure: Global Scale Weights
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Data: IMF Coordinated Direct Investment Survey (CDIS) data: reported and derived
positions; final dataset covers USS 38 trillion FDI out of USS 45 trillion (85%)
Steps from data to GSW (simplified):
(1) Determining inward and outward FDI positions (max of both directly reported
and derived values)
inward FDI position;;
= max (reported inward FDI;;, derived inward FDI;;,0)
outward FDI position;;
= max (reported outward FDI;;, derived outward FDI;;,0)
(2) Averaging inward and outward positions
inward FDI position; + outward FDI position;

2

average FDI position; =

(3) Deriving a share of a jurisdiction of global total
average FDI position;
GSWl =

i—1 average FDI position;
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Ranking: The top 20 most corrosive corporate tax
havens in the world

CTHI CTHI Haven Global Scale
Rk | urisition | s | e | S | wolghe
1
| 2

| 3

| 4 | Netherlands | 2391 | 6,29%
| 5 |Switzerland | 1875 | 494% | 8 | = 341% |
| 6 | Lluxembourg | 1795 | 473% | 72 |  10,53%

| 8 |[Singapore | 1489 | 3,92% 2,12%

| 9 |Bahamas | 1378 | 3,63% 0,26%

| 10 |HongKong | 1372 | 361% | 73 |  438% |
| 11 Jireland | 1363 | 3,59%
| 12 | United Arab Emirates| 1245 328% | 98 | 0,22%

| 13 |

| 14 | Mauritius [ 950 | 250% | 80 |  065%

| 15 |

| 16 [Belgium | 822 | 217% | 68 |  183%
| 18 [Cyprus | 698 | 184% 0,73%

| 19 [China | 659 | 173% 3,67%
| 20 [Hungary | 561 | 148% | 69 |  049%




HI 1: Lowest Available Corporate Income Tax
Rate (LACIT)

Tax Rate
A

high Example: LACIT is the same (5%) for a country
with a statutory CIT rate of 5% and a country
exempting 86% (6/7) @35% statutory CIT rate.

Y=X; full substitutability between
& tax rate and tax base
e
low
Narrow Broad

» Tax Base
* Tax Base and Tax Rate are treated as

tax ustice
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Tax spillovers/BEPS is driven by tax rate
differentials

Much research and tax policy advise
relies on (flawed) datasets on top
statutory CIT rates (IMF 2018)

Effective tax rates used by researchers
of limited value as independent
variables (ibid.; Jansky 2019)

— LACIT:

Lowest available tax rate derived
through legal analyses

substitutes and as analytically
equivalent in LACIT determination;



HI1 LACIT: and discrepancy to statutory

tax justice

datasets for top 10 CTHI countries and ;o
regions

Statutory CIT Rate vs. LACIT

CIT Rate

# Statutory tax rate (%) M LACIT rate (%)

: LACIT Rate | LACIT Rate | LACIT Rate Minimum
Maximum .
Risk between between between Risk
LACIT 0% 8.9 and 17.5 and ~cieicnel s LACIT Rate
? 17.4% 26.2% 34.9% 35%




Category 2: Loopholes and Gaps fax justice

(7 Haven Indicators) PR
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Haven Indicator 5 — Sectoral Exemptions

— Financial and banking sectors are biggest receivers of tax, justice
incentives across the world network

looting of natural ressources
-3|Not applicable (zero tax juris) potential direct environmental cost High tax avoidance risk (intangible
0 No exemption PASSIVE INCOME ACTIVE INCOME
1 Partial exemption 3 | 4 | 5 | 6 | 7 | 8 | 9 | 10 | 11 | 12 | 13 | 14
> .
> o O & ee'(\ %) .005
o &Qo- o{\(‘ & é‘)& ? ’ﬁoﬂ‘@ g & 300 ) .\oozods . o (@\\'é-\& Q}‘\\
& ; 0\\9 \;@8}' \S‘)é' & er‘ 4 "0&\ <°°6 6& z\z“’ (:‘\& < (b& z"‘}o- c?}% &
Country Name d‘é © %\0 @"F 0009 6\@ «@o 6‘8’6\ vg,"o \({\é < é,_,z Q,’b& \(\“’\)Q“\ I &
Andorra 2 0 0 0 0 0 0 1 0 0 0 0 0 1
Anguilla -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3
Aruba 2 0 1 1 0 0 1 1 0 1 0 0 2 0 2
Austria 1 0 0 0 0 0 0 0 0 0 0 0 0 0
Bahamas -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3
Belgium 1 2 0 0 0 0 0 0 1 0 0 0 1 0 0
Bermuda -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -3
Botswana 2 2 0 0 1 0 0 0 0 0 0 0 1 1 1
United Kingdon 1 2 0 0 0 0 0 0 0 0 0 0 0
USA 2 2 0 0 0 0 0 0 0 0 0 0 0 0 0
# partial
exemption 15 4 3 2 2 1 1 2 6 5 0 1 10 3 12
# full
exemption 27, 17, 3 8 4 2 3 9 5 6 2 4 1 5 8
S_Z
Active income sectors
N
Source:

Investment sector = ' 13 .
exemptions i : . https://www.corporatetaxhavenindex.org/PD

F/5-Sectoral-Exemptions.pdf; own
0% 10%  20%  30%  40%  so%  eo%  70%  so%  oo% 1o00w| €laboration based on CTHI data; 22.11.2019.




Haven Indicator 7: Patent Boxes
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Regulation

Haven Score
[100 = maximum risk;

0 = minimum risk]

Patent box regime is available without OECD nexus constraints

The jurisdiction offers a patent box regime without the OECD nexus approach.

Or 100
The patent box regime is not applicable for the jurisdiction given it imposes no corporate

income tax or a zero statutory corporate tax rate.

Patent box regime is available with OECD nexus constraints %0
The jurisdiction offers a patent box regime which is in line with the OECD nexus approach.

Patent box regime is not available 0

There is no evidence that the jurisdiction offers a patent box regime.

35 33

30
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15

Source:
https://www.corporatetaxhaveni

ndex.org/PDF/7-Patent-

10
&

Maximum risk (haven score = 100) Haven score 90 Minimum risk [haven score = 0)
Patent Box without OECD nexus Patent Box with OECD nexus Patent Box not available
constraints constraints

Number of Jurisdictions

5

0

Boxes.pdf; 22.11.2019.
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What does the CTHI offer? b8
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Summary Technical Reports QOpen Corporate

Ra n kl ng R https://corporatetaxhavenindex.org/d
https://corporatetaxhavenindex. epOrtS atabase/Andorra.xml Tax Dataset

org/introduction/cthi-2019- https://corporatetaxhavenindex.org/
results explore/countryreports

https://www.financialsecrecyindex.
com/explore/excel

... and detailed methodology, including codebook; plus soon: APl data
interface.




Thank you!

For further details
please join our
seminar on Friday in
Buenos Aires, or visit:

e https://www.corpor
atetaxhavenindex.or

g/

e www.taxjustice.net

e www.financialsecrec
vindex.com

e www.coffers.eu

EL 'NDICE DE “UARDIAS
ISGALES -ORPORATIVAS

Un analisis de 1os paraisos fiscales
mas relacionados alas
multinacionales y 1a elusion fiscal

£

BENEFICIARIOS FINALES
EN LA INDUSTRIA DE
INVERSION

Propuestas sobre ransparencia
para los fondoes de inversion

VIERNES 29/11, @10 -13 HS
GCentro Cultural de la
Cooperacion

Av. Corrientes 1543, Ciudad de Buenos Aires
Sala Agosti (2do piso)
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