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At the non-profit organization I direct, Business & Human Rights Resource Centre, our mandate is to draw attention to a broad range of perspectives on a broad range of issues relevant to how business is impacting human rights, positively and negatively.  Our website provides information on 150 issues.  This morning we launched a new section of our website, on “Tax avoidance”, which includes a concise introduction to the subject, guidance materials, and links to reports about alleged abuses by companies as well as positive initiatives.  We are pleased to be adding this new section, but also a bit apologetic, because we should have done this long ago.  I say that because aggressive tax avoidance and illegal tax evasion by companies has such a clear impact on human rights.  If a government is starved of tax revenues, it cannot deliver to its people on development, health, education, housing, access to water and other human rights.  
Christian Aid said in a 2008 statement that the lives of 1000 children a day are being lost to disease and poverty in poor countries because of illegal tax evasion.  Action Aid noted in a September 2009 statement that poor countries lose more money to tax evasion by multinational firms than they receive in aid.
UK-based Co-operative Bank states in its ethical policy: "We will not finance organisations that take an irresponsible approach to the payment of tax in the least developed countries."  It explains this policy as follows: “One of the most effective ways that businesses can contribute to poverty reduction is to pay income tax in developing countries.  The exploitation of tax havens by multinational corporations operating in least developed countries is particularly harmful.  We will withhold finance to those businesses that avoid paying tax in the least developed countries through the use of tax havens.”

In 2006 Co-operative Financial Services (which owns Co-operative Bank) stated, in its foreword to a report by SustainAbility [PDF]: “Tax is unquestionably a material issue, yet at times, CR [corporate responsibility] teams seem to wish it away: like some drunken uncle at a party whom no-one wishes to acknowledge…[B]usiness’ who wish to present themselves as CR leaders in the future are going to have to account for their performance in this area, and not merely turn a blind eye.  Responsible tax planning is a fundamental component of a business’ responsibility to the communities in which it operates.”
If I am asked to identify emerging business & human rights issues that will likely get much more attention in coming years, I would put tax avoidance at or near the top of the list.  The most respected local and international NGOs are giving this issue high priority.  Companies could eventually pay a reputational price if they ignore it. 

We are covering both illegal tax evasion, and tax avoidance, avoidance meaning the technically legal non-payment of taxes through secret contracts, subsidies, loopholes, tax havens, creative & questionable accounting, etc.

This is a complex subject, and the dividing line between legitimate minimising of taxes and unfair tax avoidance is not always easy to define.  But in many developing countries, the failure by some companies to pay a fair share of taxes is so blatant that observers have concluded that the line has been crossed.  And too often it is not known what tax or royalties a company is paying in a particular country, because many companies fail to disclose it.  Richard Murphy, a chartered accountant who trained with KPMG before setting up his own firm of chartered accountants in London, and who now directs Tax Research LLP, has long campaigned for country-by-country reporting by multinationals of their tax payments.  Quoted in a June 2009 Guardian article, “Multinational firms face exposure over their corporation tax policies”, Murphy said that such reporting would "massively reduce the opportunities for transfer mispricing which costs the developing world at least $160bn (£97bn) in lost revenues – three times the cost of the millennium development goals".  
It was not difficult for us to find compelling materials to include in this new section of our website.
In 2006 SustainAbility published “Taxing Issues - Responsible Business and Tax” [PDF], which includes forewords by SustainAbility, Co-operative Financial Services, and PricewaterhouseCoopers:

a) SustainAbility’s foreword says that in the course of exploring whether corporate tax policies and practice should be embraced within the range of corporate responsibility (CR) issues, “we have been surprised by the polarisation of views, by the contradictory positions taken and by the level of general corporate sensitivity to even raising – let alone exploring – the issue.”  SustainAbility concluded that this issue “had been ignored not because of its irrelevance to the CR agenda, but more as a result of tax’s esoteric, obscure and complex nature”.  
b) Co-operative Financial Services says in its foreword, in addition to what I have already quoted: “The Co-operative Bank has disclosed corporation tax contributions as part of its sustainability reporting since 2002, and research by the Tax Justice Network would indicate, ‘so far, so good’ with regard to our treatment of tax.  However, the recommendations contained within this report indicate that we, like others, still have much to do.”

c) The PricewaterhouseCoopers foreword says: “There are many stakeholders interested in, and directly or indirectly affected by, the ways in which businesses discharge their tax responsibilities…This report looks at aspects of what it means to be a responsible company when it comes to tax.  It is a complex issue, not least because of the diverse and often divergent stakeholder interests.”

Chapter 4 of the SustainAbility report presents an interesting debate between John Whiting (Tax Partner at PricewaterhouseCoopers in the UK) and Richard Murphy (Director of Tax Research LLP).  Their discussion reflects two different views on this subject. 

The SustainAbility report includes recommendations for companies on how to integrate corporate responsibility thinking and practices into their approach to tax, and provides examples of good practice.

A 2007 publication entitled “Undermining development? Copper mining in Zambia” [PDF], by Action for Southern Africa, Christian Aid and SCIAF, reports that the Zambian Government was not receiving a fair share of revenue from multinational copper mines in the country.  Zambia is the 9th poorest country in the world, where average life expectancy is 37 years, and today someone born in Zambia has less chance of living to 30 than someone born in England in 1840.  You will hear more about this subject from my fellow panelist Edmond Kangamungazi, of Caritas Zambia.
In 2008 Christian Aid published “Death and taxes: the true toll of tax dodging” [PDF].  As the introduction explains, it “seeks to expose the scandal of a global taxation system that allows the world’s richest to duck their responsibilities while condemning the poorest to stunted development, even premature death”.  
Also in 2008, SOMO published a briefing paper entitled “Taxation and Financing for Development” [PDF] which begins by noting that while tax revenues are an essential source of financing for development, taxation has received very little attention so far compared to other development financing topics such as trade, aid, and debt. 
“Breaking the Curse: How Transparent Taxation and Fair Taxes Can Turn Africa’s Mineral Wealth into Development” [PDF] was published in March 2009 by 5 NGOs.  Based on a study of mining taxation in 7 African countries, the report says:

a) Mining companies operating in Africa are granted too many tax subsidies and concessions.

b) There is a high incidence of tax avoidance by mining companies through:
· secret mining contracts

· corporate mergers & acquisitions

· various creative accounting mechanisms
c) Many African countries have inadequate institutional capacity to ensure tax compliance.
The “Breaking the Curse” report recommends:

a) a new international accounting standard requiring all multinationals to be transparent about their revenue payments in each country; and 
b) new mining tax regimes in African countries requiring transparency.
Another key organization in this field is Tax Justice Network.  Soon they will be launching a Financial Secrecy Index ranking 60 different jurisdictions.  Last week I spoke with John Christensen, Director of Tax Justice Network.  He emphasised that from an economist’s perspective, when multinationals introduce special structures to engage in aggressive tax avoidance, and they are competing against a small company in Zambia that is unable to set up special tax avoidance schemes, there is no longer a level playing field, and this distorts markets and undermines their efficiency.  He commented that “paying tax is a critical part of state-building and strengthening democracy”.
We have also posted a 2006 report by the World Bank and International Bank for Reconstruction & Development entitled “Mining Royalties: A Global Study of Their Impact on Investors, Government, and Civil Society” [PDF], which was funded by the mining company BHP Billiton.  At the end of the report is a “Recommendations and Best Practices” section, which includes this recommendation: “Policy makers and companies should bear joint responsibility to treat royalty payments in a transparent manner that promotes public accountability”.  
As for positive initiatives by business, I have referred to Co-operative Bank above.  Another example in our new section is an April 2009 press release by the Publish What You Pay coalition, entitled “Rio Tinto takes step towards transparency by publishing payments to governments”.  It notes that Rio Tinto had voluntarily disclosed, for the first time, the total tax and royalty payments that it makes to 13 of the countries where it operates.  The press release mentions other mining companies that had also disclosed information about revenue payments on a per-country basis: StatoilHydro, Talisman Energy, Newmont, and Anglo American.  
Many companies advertise their philanthropic contributions such as building a school in a developing country – if that same company is avoiding paying taxes that could have built 50 schools in the same country, then something is wrong.

In closing, my colleagues and I invite NGOs, companies and others to send us any relevant materials on the subject of tax avoidance, so that we can add this to our website. 

� This is the full written text of the presentation.  Most of this presentation was delivered orally at the side event at the United Nations in Geneva, but time constraints did not allow the full text to be delivered at the event.





PAGE  

