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INTRODUCTION

Since 2015 Jericho Chambers, first in the UK and then at a glo-
bal level, has been working with a diverse group of stakeholders 
on what might constitute responsible tax. Born out of the fru-
stration that the public’s understandable anger at perceived 
and real irresponsibility when it came to tax was being met 
either by denial or simplistic answers, the project has been 
to develop the space for effective solutions to develop. The 
complexity of the issues, and the genuine competing intere-
sts, demanded an honest and open dialogue between all key 
stakeholders: corporations, advisers, politicians, civil servants, 
regulators, activists, campaigners, media and academics.  

The project has started to tackle issues of transparency, avoi-
dance/evasion, BEPS and – here in our first major publication 
– tax and the developing world. Debate has happened online 
and at events in London, Paris, Amsterdam and now around 
the globe. Indeed, it’s the pursuit of a global approach to re-
sponsible tax and the policies, framework and institutions ne-
eded to make it a reality that is our ultimate goal. 

 
Jericho Chambers 

December 2017 

ON OUR JOURNEY WE KNOW WE NEED TO HEAR
ALL VOICES AND INVOLVE ALL STAKEHOLDERS. 

IF YOU HAVE A VIEW, THEN LET US KNOW. 
PLEASE CONTACT US AT

HELLO@JERICHOCHAMBERS.COM
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Dialogue 

A NEW TAX DIALOGUE 
Neal Lawson & Robert Phillips

Sustainability

TAX: MEETING THE 
UNSUSTAINABLE 
DEVELOPMENT 
GOALS 
Michael Hastings

Facts

RESPONSIBLE TAX 
MUST BE ROOTED IN 
FACTS
Maya Forstater

Development 

BEPS AND THE 
DEVELOPING WORLD 
Pascal Saint-Amans

From its inception, the Responsible 
Tax project has sought to examine 
solutions, rather than apportion blame. 
This publication is another step in this 
process – a further examination of how 
responsible tax practice can be applied 
in the developing world.  

Domestic revenues from low-income 
countries have greater potential for 
financing development than almost any 
other revenue source. How can this 
potential be realised?

Whilst facts matter, a more integral part 
of this debate is formed by morality, a 
sense of nuance and understanding. 

To unlock a vital source of finance for 
development, we must address BEPS, 
drawing on voices of developing world 
nations and tax stakeholders to develop 
policy. 

1.
2.

3.

4.
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Civil Society

TAX AND THE 
DEVELOPING WORLD: 
A CIVIL SOCIETY 
PERSPECTIVE 
Christine Allen

Human Rights

RESOURCES FOR 
NEEDS AND RIGHTS
Attiya Waris Capacity

CAPACITY NOT 
DEPENDENCY: 
BUILDING TAX 
CAPACITY IN AFRICA 
Mary Baine

Transparency 

TAX TRANSPARENCY: A 
ROUTE TO ASSURANCE,
TRUST, AND THE 
REALISATION OF 
RIGHTS
Ewan Livingston

Fact-based debates only lead to change 
in an environment of trust. What is 
needed to repair the compact between 
business, government institutions and 
civil society?

There is nothing optional about justice, 
especially when it comes to protecting 
the weak, the poor and the oppressed.

Data, technology and smart legislation 
help tax administrations build capacity, 
mobilising resources for development. 

Greater transparency forms the 
foundation for more meaningful and 
mutually beneficial dialogues on fair tax 
systems.
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Thabo Legwaila

Future 
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WHAT NEXT?
Jane McCormick
& Chris Morgan

Corporate Citizenship

TAX AND THE 
DEVELOPING WORLD: 
WHAT ARE THE 
CORPORATIONS 
GETTING RIGHT 
AND WRONG?
Alan McLean

In their policies, governments must 
prioritise tackling corruption over 
collecting taxes from law-abiding 
taxpayers. 

What more can be done?

Companies need clear, publically-
available tax strategies, setting out 
approaches to policy, planning and 
compliance both in developed and 
developing countries. 
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Dialogue

Foreword by
Neal Lawson and Robert Phillips

A NEW
TAX DIALOGUE

If tax is the entry price we pay to live in 
a civilised society, then it follows that tax 
is linked to the flourishing of people and 
communities. Nowhere is tax more im-
portant, therefore, than in those coun-
tries and regions that are building the 
social, legal and economic infrastructure 
necessary for fulfilling people’s basic ne-
eds. If responsible tax matters anywhe-
re, then it must matter in and for the de-
veloping world. 

This is the first major publication from 
the Global Responsible Tax project, ini-

1.

tiated by Jericho Chambers and KPMG In-
ternational. It comes after a pilot project 
in the UK, where the debate on tax had 
been creating a lot of heat but very little 
light. Instead of ignoring public disquiet, 
Jericho and KPMG International decided 
to engage with any and all tax stakehol-
ders to try and develop common under-
standing, empathy and trust – even if 
that didn’t lead to complete agreement 
– in order to seek effective ways forward. 
Over a two-year period, we brought cor-
porates, politicians, civil servants, cam-
paigners, academics, faith leaders and 

• FABRIC OF SOCIETY: KENTE, GHANA
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the media together to discuss what responsible tax 
might look like. It built a large, balanced community, re-
presenting a variety of different viewpoints and areas 
of expertise. The community started a process of exa-
mining solutions rather than apportioning blame. This 
was a radical change of behaviour but the only course 
that could deal with the complexity of the debate and 
the competing interests at stake. Humility and empathy 
were the only starting points for all if the goal of re-
sponsible tax for the common was to be achieved.  

In early 2017, the initiative was elevated to a global le-
vel – arguably an inevitable step given the global nature 
of tax and tax systems. Working through a number of 
high-level roundtables in London, Paris, Johannesburg, 
Copenhagen and Amsterdam, issues of transparency, 
trust, the post-BEPS tax world, development, and eva-
sion vs. avoidance have been tackled by some of the 
most important and experienced voices on all sides of 
the global tax debate. 

The London event looked at the developing world in a 
discussion led by Dr Rowan Williams, the former Arch-
bishop of Canterbury. The conversation was so rich and 
relevant that we couldn’t just leave it as notes on the 
website. We wanted to draw together some of the key 
participants and others from around the globe to fur-
ther examine how responsible tax can be better practi-
ced and applied in the developing world. 

In this publication we hear from experts such as Maya 
Forstater on the facts behind the debate, and from 
campaigners Christian Aid and ActionAid on why tran-
sparency, trust and morality are key to responsible tax. 
We have voices from Africa highlighting not just the 
need to develop the moral, legal and practical capacity 
to tax responsibly, but also the problems that are being 
faced in trying to do so. KPMG International’s Michael 
Hastings shows how tax is critical to meeting the UN 
Sustainable Development Goals. Pascal Saint-Amans 
from the OECD sets out how BEPS can be addressed 
through their Action Plan, and Alan McLean of Shell lo-

Robert
Phillips
CO-FOUNDER, JERICHO CHAMBERS 
robert.phillips@jerichochambers.com

PARTNER, JERICHO CHAMBERS
neal.lawson@jerichochambers.com

Neal
Lawson
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oks honestly at what the corporates are 
getting right and wrong. 

The publication is just another step in the 
journey towards what we hope will be an 
ever more responsible global tax system. 
We want such responsibility everywhe-
re, but we especially want it in and for 
the developing world – where so much 
potential and talent lies. It comes in the 
aftermath of the Paradise Papers, yet a 
further sign of a system that simply feels 

it is beyond moral, legal and democratic 
concern. We have to do better.

The debate will continue here, on the 
Global Responsible Tax website. Please 
join the conversation and our growing 
global community for responsible tax. 
The more voices and people are repre-
sented and heard, the more likely we are 
to play a part in ushering in a fairer and 
better tax system. 
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Key points:

TAX: MEETING 
THE SUSTAINABLE 

DEVELOPMENT GOALS

 . The UN Sustainable Development Goals will only be achieved through developing 
countries increasing their tax take on a sustainable basis. . Tax policy must raise funds, and also encourage corporate and individual social 
investment, both through traditional investment and philanthropy. The aim is to 
pay for inclusive social development while also supporting economic growth to drive 
greater overall prosperity. . There is no one-size-fits-all solution, and governments, business and indeed all 
stakeholders will need to cooperate to devise the best tax system, optimised for the 
socio-economic environment specific to individual countries.  . Public confidence in tax policy, especially through uncorrupted, transparent, fair and 
efficient distribution, can only be secured when integrity and values are as important 
as fiscal measures. 

2.
Sustainability

by Michael Hastings

• SAREE FABRIC, INDIA
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From 2000-2014, when the UN Millennium Develop-
ment Goals (MDGs) held sway, official development fun-
ding increased 60 per cent from (US) $81 billion to $135 
billion a year. Despite this, and even with the ascension 
of the UN Sustainable Development Goals (SDGs), the 
annual development investment gap is believed to be 
over $163 billion for low-income countries, with the glo-
bal investment required to achieve all SDGs standing at 
$2.5 trillion each year. The sheer size of this gap, and 
the need to bridge funding aspirations from “billions to 
trillions”, has focused the efforts of traditional develop-
ment actors, as well as business and governments, like 
never before. 

However, sluggish growth in most major economies, and 
a failure of all but six OECD countries to meet the UN 
target of 0.7 per cent GDP for Overseas Development 
Assistance (ODA), means traditional development assi-
stance will remain inadequate. Blended finance funds 
and facilities for SDG-aligned investment are often mo-
oted as the panacea, but accounted for just $25.4 bil-
lion in assets in 2015. Undoubtedly blended finance is 
playing a role in delivering the SDGs, but it is not the so-
lution some purport, meaning the investment gap must 
be plugged by other means. 

Domestic revenues from low-income countries have 
greater potential for financing development than almost 
any other revenue source. In 2010, total tax revenues 
across Africa were 10 times greater than what the conti-
nent received in ODA. Despite this, tax revenues remain 
an underutilised resource. On average, OECD countries 
collect 34 per cent of their GDP in tax while many low-in-
come countries achieve only half of this. 

Lord 
Michael 
Hastings 
CBE
GLOBAL HEAD OF CITIZENSHIP, 
KPMG INTERNATIONAL 
michael.hastings@kpmg.co.uk
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Limited capacity, exacerbated by the 
need for accountable and inclusive in-
stitutions for all (part of the objective for 
SDG 16), make fair, ethical and effective 
tax collection a challenge for many deve-
loping economies. Weak institutions also 

create a breeding ground for aggressive 
tax avoidance, evasion and illicit financial 
flows (IFFs), all of which worsen the de-
velopment investment gap, impeding the 
transition to sustainable development. 
Corruption also erodes confidence, ma-
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king private integrity another vital com-
ponent in underpinning public trust and 
securing positive tax contributions. 

To argue taxation and strong institutions 
are part of the funding solution for the 
SDGs, although true, is a simplification of 
the issue. Tax, as part of a country’s wider 
responsible fiscal and monetary policy, 
consists of a complex interaction betwe-
en funding public services and stimulating 
economic growth. The tax system should 
support business, which generates wealth 
and higher taxes. At the same time it 
must raise enough tax to pay for social 
welfare, without which business and so-
ciety cannot flourish. A report to the G20 
entitled Options for Low-income Coun-
tries’ Effective and Efficient Use of Tax 
Incentives for Investment highlights this 
tension between using incentives, like tax 
holidays, to create an investment-frien-
dly, pro-business, regime while also ba-
lancing the need to secure revenues for 
public services. 

Alongside structures for creating tran-
sparent and accountable governments, 
this places private firms – from farmers 
and micro-entrepreneurs to local manu-
facturing companies and multinational 
enterprises (MNEs) – at the centre of the 
development process. Businesses provi-
de more than 90 per cent of jobs, goods 
and services needed to sustain life and 

improve living standards. They are also 
the main source of tax revenues, contri-
buting to public funding for health, edu-
cation and other services. It is the role of 
government, and its institutions, to crea-
te better tax collecting systems as well as 
processes to ensure revenues are spent 
on promoting equality, inclusiveness and 
meeting social needs. 

The question is – how do you achieve 
this? 

When talking about tax and development 
economics, institutions matter and good 
states are to be cherished. This is not 
to say that markets are a bad thing. On 
the contrary, the fall in the global pover-
ty rate over the last three decades owes 
more to the opening up of markets and 
trade liberalisation than any other poli-
cy intervention. On their own, however, 
markets can fail to deliver the minimum 
social values of fairness, lawfulness and 
decent administration. Through fair taxa-
tion governments can work with the pri-
vate sector to create a better world. 

Moving from economic principles to ope-
rational behaviours will be a challenge, 
particularly given the need to establish 
international agreement. With just 0.1 
per cent ($118 million) of total ODA de-
dicated to tax matters in 2012, the inter-
national community needs to do more to 
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improve domestic capacity of tax systems 
in low-income countries. For example, in 
Kenya, revenue collection increased from 
$52 million in 2012 to $85 million in 2013 
as a result of targeted transfer-pricing 
support. 

There is no one-size-fits-all approach. You 
cannot teach good tax policy as if it were 
accounting. What works in one place may 
not work in another. Although we cannot 
define a universal measure for good tax 
policy, we know what bad looks like when 
we see it. This being the case, in ensuring 
that tax receipts help fund the SDGs, I be-
lieve policy-makers and business leaders 
need to work together on implementing 
a set of tax principles that ensure econo-

mic growth also promotes fairness and 
equality. 

Having worked on development pro-
grammes, and sat on boards of a num-
ber of development agencies, I know that 
creating the systemic change needed 
to fund all 17 SDGs (let alone achieving 
them) will not happen by accident or 
good intention. It will require the tenacity 
of policy-makers and global cooperation 
to ensure that systems of government 
create stable and fair growth. This can be 
supported by the implementation of pro-
gressive and redistributive tax models, 
with business relishing its new role as a 
development actor. 
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3.RESPONSIBLE TAX
MUST BE ROOTED

IN FACTS

Facts

Key points:
 . While facts matter, morality also forms an integral part of this debate.  . Perceptions outstrip the likely reality of the amount of corporate tax that can be raised 

in the developing world. . The developing world is already more dependent on corporation tax than the develo-
ped world.  . Improvements to collecting systems can and are being made – and more can and must 
be done. But corporate tax is unlikely to be the sole panacea for solving developing 
countries’ resource needs. . Debate and dialogue between all stakeholders is essential for setting realistic corporate 
tax goals and achieving them. 

by Maya Forstater

• WOVEN WOOL FABRIC, BOLIVIA 
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At the heart of the international debate on business ta-
xation and development is the feeling that internatio-
nal businesses are not paying their ‘fair share’ of taxes 
in developing countries. Intuitively this is easy to grasp. 
Multinational enterprises (MNEs) are ‘rich’, earning glo-
bal profits in the hundreds of billions; while governmen-
ts in developing countries are poor, with governments 
in the poorest nations collecting less than one hundred 
dollars to spend on each citizen’s needs. MNEs have tro-
ops of well-paid accountants and tax advisors, while re-
venue authorities in low-income countries have few au-
ditors trained in the intricacies of international taxation. 
More broadly, the world remains profoundly unequal, 
suggesting that the current global economic system is 
not working fairly, or well, for the vast majority. 

This intuitive David-and-Goliath story has combined 
with a few often-repeated figures to create a percep-
tion that there are large untaxed profits stemming from 
MNEs’ activities in poor countries, offering a short-cut 
to meeting the challenge of funding for development. 
Sums of money related to international or corporate 
‘tax dodging’ are often presented as being several times 
the education or healthcare budget of developing coun-
tries, or several times the international aid they recei-
ve (for example ‘three times aid’ is a frequently-quoted 
phrase). However, these calculations are driven more by 
hope than reality. Taxes depend on the underlying eco-
nomy, and often these numbers are misinterpretations 
of figures describing issues such as tax evasion by indi-
viduals, or aggregate figures that mainly relate to major 
economies such as Russia and China, applied to the pu-
blic budgets of smaller and poorer countries. Ordinary 
tax exemptions and reliefs, such as capital allowances 

Maya 
Forstater
MAYA FORSTATER IS VISITING 
FELLOW AT THE CENTER FOR GLOBAL 
DEVELOPMENT IN WASHINGTON DC.
mforstater@cgdev.org
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and import tax exemptions for export 
industries, are sometimes presented as 
‘tax giveaways’. Large estimates of ‘illicit 
financial flows’, or IFFs (amounts such as 
$1 trillion, or $50 billion from Africa, crea-
ted by adding up gaps and mismatches in 
trade statistics), have become influential 
as headlines attached to multinational 
tax avoidance. On closer examination, 
however, they are often revealed as sim-
ple misinterpretations of available data.

In practice, the profits of MNEs are only a 
small part of most economies, and large 
businesses tend to provide a greater pro-
portion of overall tax revenues in develo-
ping countries. According to the African 
Tax Administrators Forum, for example, 
corporate tax provides 12 per cent of 
revenues in Kenya and Tanzania, 19 per 
cent in South Africa and 39 per cent in 
Nigeria, while in the Denmark it is around 
5 per cent, and 8 per cent in the UK. 

Developing countries are seeking to 
strengthen their tax systems, by means 
including registering individual Taxpayers 
and smaller businesses, and improving 
IT and HR systems. More transparent 
and cooperative relationships between 
taxpayers and tax authorities are criti-
cal both for collecting taxes and creating 
better environments for investment. Pu-
blic transparency around taxes, revenues 
and budgets can build trust, and support 
better debates between governments, ci-
tizens and businesses. There are real po-
tential gains from strengthening business 
taxation systems. Reforms can prevent 
tax abuse and make taxpaying less bur-
densome, complex and uncertain, and 
also align tax systems to serve the needs 

of sustainable development, enabling in-
vestment in human capital, innovation, 
and natural resource efficiency. They can 
also rethink systems in response to new 
business models enabled by technology, 
and the challenges and opportunities of 
longevity. 

These challenges are serious, but the 
immediate scale of revenues available 
from international aspects of corporate 
tax alone is unlikely to live up to heighte-
ned popular expectations. South Africa 
developed new transfer-pricing rules in 
2012, and over the following four years 
the revenue service successfully finalised 
35 transfer-pricing cases, raising around 
$650 million. Early results from the Tax 
Inspectors Without Borders (TIWB) pro-
gramme include increasing revenue 
from transfer-pricing audits in Colombia 
from $6 million in 2012 to $33 million in 
2014, in Kenya from $52 million in 2012 
to $107 million in 2014, and in Vietnam 
from $3.9 million in 2013 to $40 million 
in 2014. While there may be ‘more whe-
re this came from’, ultimately, unreali-
stic expectations are likely to undermine 
trust and the ability to undertake effecti-
ve reforms, whether incremental or more 
fundamental. 

Campaigns have played a critical role 
putting the issue of tax reform for sustai-
nable development on the international 
agenda. Campaigners have tended to 
hope that particular transparency mecha-
nisms such as public registers of benefi-
cial ownership and country-by-country 
reporting will prove to be breakthrough 
solutions that release large revenues. Tax 
practitioners and businesses have often 
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responded with fear and silence, viewing 
all criticism as stemming from misunder-
standing, or anti-business sentiment. 

Public concern about issues of taxation 
is not going away, and nor is the drive for 
greater transparency enabling informed 
and empowered citizens to hold govern-
ments and the powerful to account. There 
are welcome signs of progress away from 
the lock-in of polarised debates. Govern-
ments are shifting to make tax rules and 
incentives, the performance of tax au-
thorities, public contracts, revenues and 
budgets more open to public scrutiny 
and engagement. Companies are also 
beginning to report publicly on their tax 
strategies and results, risk appetite and 
challenges and dilemmas. Debates on re-
sponsible tax, including those hosted by 
KMPG International, and also by NGOs 
such as Oxfam IBIS and by the OECD and 
UN, The B Team and others have started 
to bring together different actors to forge 

the basis for a common understanding of 
issues and clearer expectations of good 
practice and potential.

Tax will always be complex, with potential 
for misunderstanding, but tax experts, 
policy-makers, the media, campaigners, 
and citizens have started to build a com-
mon language and set of concepts, facts 
and expectations. Leaders of businesses, 
government and civil society organisa-
tions should seize the opportunity to talk 
more honestly about tax. Particular tran-
sparency mechanisms should be trialed 
and tested as part of this process, not 
adopted as unassailable goals in them-
selves. Organisations should build on 
the space created by campaigns and 
dialogues to work together closely and 
carefully, both internationally, and within 
countries and regions, in order to deve-
lop and test solutions to our current and 
future tax challenges. 



Responsible Tax and the
Developing World 

19 

4.
BEPS AND

THE DEVELOPING
WORLD

Development

Key points:
 . BEPS matters more to the developing world than anywhere else, impacting on reve-

nues and corporate reputation. . International tax norms have not kept pace with the growth in global corporations and 
the scale of global financial flows. . The BEPS Action Plan is an important tool for ensuring global corporations pay their 
fair share of tax. . Voices of the developing world nations and tax stakeholders must help shape policy 
developments.

by Pascal Saint-Amans

• ANDEAN WOVEN CLOTH, PERU



Responsible Tax and the
Developing World 

20 

Base erosion and profit shifting (BEPS) refers to the 
avoidance of tax by multinational enterprises (MNEs) by 
making taxable profits ‘disappear’, including by artificial-
ly shifting them to low- or no-tax locations, away from 
where the underlying economic activity takes place. 
These BEPS activities are facilitated by gaps and misma-
tches in the international tax rules and between dome-
stic tax systems. The impact on revenue is significant: 
BEPS is conservatively estimated to cost governments 
between $100 – $240 billion per year globally, equiva-
lent to 4-10 per cent of global revenues from corporate 
income tax.

Compared to developed countries, the impact of BEPS 
in developing countries is even more significant. This is 
due to their greater reliance on corporate income tax 
as a proportion of total revenue, and a lower capacity 
to detect and address complex aggressive tax planning 
by MNEs Furthermore, while it is clear that BEPS harms 
governments by reducing their tax revenues and raising 
the cost of ensuring compliance, the flow-on impacts 
for development are even more substantial. When 
some MNEs avoid tax, other taxpayers must shoulder 
a greater share of the tax burden and/or face reduced 
services. In turn, reduced services lessen chances of 
achieving important development objectives such as 
health or education targets, or undertaking long-term 
investments in infrastructure. Addressing BEPS is the-
refore necessary to unlock a vital source of finance for 
development. It’s important to note that BEPS also har-
ms businesses themselves, since MNEs face significant 
reputational risk from the public focus on their tax af-
fairs, while domestic companies operate on an uneven 
playing field when competing with MNEs. 

Opportunities for BEPS have arisen as tax systems have 
struggled to keep up with the profound changes brou-
ght about by globalisation. The number of MNEs has in-
creased dramatically, from around 7,000 at the end of 
the 1960s to almost 80,000 by the early 2000s. The sca-
le and pace of this growth has been most intense in de-
veloping countries, with the number of MNE operations 

Pascal 
Saint-
Amans

DIRECTOR, CENTRE FOR TAX POLICY 
AND ADMINISTRATION, OECD
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increasing seven-fold between 1990 and 
2005. In addition, MNEs have been chan-
ging their business models and strate-
gies into more complex structures with 
an increasing significance of digital and 
intangible factors in their operations and 
profitability. Ensuring effective and fair 
taxation of MNEs has therefore become 
increasingly vital for all countries.

At the same time, the international tax 
rules, the foundations of which date 
from the 1920s, have not kept pace, and 
cross-border trade and investment has 
increased, as well as the mobility of va-
luable intangible assets. Combined with 
mismatches between domestic tax pro-
visions also becoming more pronounced, 
possibilities have opened up for MNEs to 
avoid tax through the use of international 
structures. 

This picture dramatically changed when 
the G20 and OECD launched the BEPS 
Project in 2013 to reform outdated inter-
national tax rules. The BEPS Project iden-
tified 15 action areas, covering a range 
of issues, including: taxation of the digi-
tal economy; opportunities to avoid tax 
through MNEs’ financing arrangements; 
abuse of bilateral tax treaties (e.g. throu-
gh treaty shopping – artificially structu-
ring investment through a country that 
has a more beneficial tax treaty); misali-
gning taxable profits with the location of 

the underlying value-creating activities, 
and insufficient disclosure and documen-
tation.

As well as this, working with developing 
countries and the other international 
and regional tax organisations across 
the developing world, BEPS priorities in 
low-income countries were analysed in a 
two-part report issued in 2014. This re-
port identified the most important BEPS 
issues and a number of areas beyond the 
BEPS Action Plan that are compounding 
problems associated with taxing MNEs 
in developing countries. These issues 
include: the provision of wasteful and 
inefficient tax incentives; MNEs selling 
assets in developing countries indirect-
ly – via holding companies – to avoid ca-
pital gains tax; lack of available data on 
comparable transactions to enable tran-
sfer-pricing assessments, and challenges 
in identifying and assessing BEPS risks. 

To address these challenges, developing 
countries are implementing the BEPS 
Actions that will enable more effective 
MNE taxation. The most significant of 
these measures relates to interest de-
ductions, treaty abuse and transfer pri-
cing, including country-by-country repor-
ting, which requires MNEs to provide a 
breakdown of their global activities for 
each country where they operate. This 
will enable access to information on the 
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way MNEs operate internationally, as 
well as faster, more effective, high-level 
risk analysis by revenue authorities, so 
they can focus their attention on MNEs 
that appear to be misaligning their tax 
returns with their real economic activi-
ty. The Multilateral Convention to Imple-
ment Tax Treaty Related Measures to 
Prevent BEPS (MLI) is another powerful 
tool, which allows countries to introduce 
BEPS Action measures across their tax 
treaties, without the need to renegotiate 
each treaty individually. As treaty abuse 

is a high priority for developing coun-
tries, and over 1,000 tax treaties involve 
developing countries, the MLI has great 
potential – over 20 developing countries 
have already signed up. 

Alongside this, the Platform for Collabo-
ration on Tax (a partnership between the 
IMF, OECD, UN and WBG) is developing 
eight toolkits specifically for developing 
countries, to address the aforementioned 
issues identified by developing countries. 
Two toolkits have already been finalised 
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(on tax incentives and comparables), with 
the remaining six scheduled to be produ-
ced in the next two years.

These tools are being complemented 
by increased support to developing 
countries in building their capacity; for 
example Tax Inspectors Without Borders 
(TIWB), aimed at building capacity by brin-
ging in experts to work alongside local 
revenue authorities on real cases. Enlar-
ged through a 2015 partnership agreed 
with UNDP, there are 24 TIWB program-
mes currently running or completed, with 
over $275 million in additional revenue 
already raised through TIWB assistance.

These technical advances would not have 
much meaning without a structure to give 
developing countries a voice in the de-
velopment of new rules, to enable BEPS 
actions to be monitored, and to keep 
them up-to-date as the world continues 
to change. One of the most important re-
cent developments is the establishment 

of the Inclusive Framework on BEPS in 
2016, allowing all interested countries 
and jurisdictions to participate in the 
implementation of BEPS measures and 
the development of the remaining BEPS 
standard-setting work on an equal foo-
ting with all the other countries. Over 100 
countries and jurisdictions have already 
joined, with developing countries forming 
a majority of the membership. Senegal is 
one of the Deputy Chairs of the Inclusi-
ve Framework Steering Group that also 
includes Georgia, Egypt, Jamaica, Nigeria 
and South Africa, reflecting the economic 
and geographical diversity of the develo-
ping world. The Inclusive Framework de-
monstrates the evolution of international 
tax cooperation, which has been progres-
sively more inclusive of developing coun-
tries. It provides an environment for the 
universal agenda of the global SDGs to 
be realised in the realm of MNE taxation.
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TAX AND THE
DEVELOPING WORLD:

A CIVIL SOCIETY PERSPECTIVE

Civil Society

Key points:
 . There is a strong feeling of injustice when it comes to tax and nations of the developing 

world.  . Issues surrounding tax and development are complex and all sides need to be heard. . Trust is the vital missing ingredient in the debate, which makes transparency essential. . While facts matter, morality also forms an integral part of this debate. 

5. by Christine Allen

• SELECTED PATTERNED FABRIC FROM AROUND AFRICA
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“Civil society” is not a homogenous group. Even betwe-
en organisations working together under the banner of 
tax justice, there is disagreement on detailed analysis of 
problems and solutions. 

But I think it is fair to say that we do share a relatively 
straightforward understanding of the problems we are 
trying to solve: 

• That the majority of people, both in rich and poor 
nations, do not think the financial system is working 
for them. 

• That large companies, and rich individuals, are able 
to take advantage of a tax system to lower the taxes 
they pay – via means that are not available to the 
vast majority. 

• That these companies and individuals are able to in-
fluence the purpose and operation of the financial 
system, thus ensuring ever deepening inequalities of 
wealth and power. 

So from a civil society point of view, the problems of tax 
justice are relatively simple. But, of course, an activist’s 
“simple” may be a tax expert’s “simplistic”. 

Debates rage over the size of the problem. How much 
money is really “lost” through tax avoidance, and how 
should we define avoidance vs. evasion? Would propo-
sed solutions actually work? Or would they lead to unin-
tended consequences?  

These technical debates are important and they do 
need to be based on facts. As civil society organisations 
we know that we need to be on top of such debates, 
contribute to a shared body of evidence, and draw on 
available facts, as accurately as possible, in our respon-
ses and proposals. 

Whether as individual organisations, as part of coali-
tions such as the Financial Transparency Coalition or 
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through support to independent bodies 
such as the BEPS Monitoring Group or 
the Independent Commission for Reform 
of International Corporate Taxation (ICRI-
CT), civil society has contributed a great 
deal to the global body of research and 
to technically focussed debates. 

But we also believe these discussions 
risk becoming irrelevant if they take place 
in isolation from a broader understan-
ding of the reasons why the tax system 
is under such scrutiny, and why there is 
broader dissatisfaction with the financial 
system. 

One of the key reasons people do not 
believe the system works for them is not 
a lack of facts. It is a lack of trust. “Fact 
based” debates will only lead to change 
when they take place in the context of 
trust. People need to trust those that 
present the facts, and trust others to use 
those facts to enact change. And yet sur-
veys show we are experiencing a collapse 
in trust in the institutions that shape our 
society, whether governments, business, 
media or NGOs. 

That is why, for much of civil society, tran-
sparency must be a starting point and 
a core principle. Not just an ‘add on’ to 
other actions. Without increased tran-
sparency there will never be increased 
trust. And without trust, all the facts in 
the world are unlikely to make much dif-
ference in public perception. Every new 
revelation helps to undermine trust in 
the tax system. The LuxLeaks scandal 
demonstrated the way that companies 
and governments negotiate behind clo-
sed doors. The SwissLeaks and Panama 
Papers scandals revealed the lengths to 
which the rich will go to keep their we-
alth secret. The Paradise Papers merely 
build on this. These revelations have con-
tributed to a steady build-up of cynicism 
in the public mind, which will not be easily 
or quickly forgotten. 

In recognition of the importance of tran-
sparency, civil society organisations 
across the globe have campaigned re-
lentlessly for policies related to transpa-
rency, such as public country-by-country 
reporting and public registers of benefi-
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cial ownership. And some notable suc-
cesses have already been achieved. It 
was civil society action that led to David 
Cameron putting tax and transparency 
at the heart of the G8 meetings in Lough 
Erne in 2013.  

There is another aspect to the problem 
that surprisingly often gets overlooked. 
Which is that those involved in the tax 
justice debates (whether civil society, 
business or ‘experts’), are not always ho-
nest and clear enough about what outco-
mes we want the tax system to deliver. 
This means discussions can happen at 
cross-purposes and providing more facts 

and more transparency may still not lead 
to the level of change expected.

Standard responses to new revelations 
and accusations of tax-related wrong-
doing usually include both the claims that 
no action was undertaken beyond the 
bounds of the law, and that the practi-
ces revealed are widespread and normal. 
In more than one case, the response 
(behind closed doors) from represen-
tatives of company tax departments to 
a new ‘exposé’ has been genuine puzz-
lement as to why anyone would see the 
behaviour as problematic. How can it 
be wrong if everyone is doing it? When 
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viewed from this perspective it is easy to 
see a solution in simply providing more 
facts. If only people could just appreciate 
better how things really work then they 
would understand there is nothing bla-
meworthy to see. 

There is also the regular complaint that 
‘tax evasion’ and ‘tax avoidance’ are mud-
dled together in the public mind and 
should be treated differently. Technically, 
of course, this is true. But the conflation 
of avoidance and evasion in public per-
ception is not just about a lack of under-
standing that can be resolved with more 
facts. It reflects the reality that, very often, 
the perceived fairness of the outcome 
matters more to people than the legali-
ty. If people believe that a system is pro-
viding an unfair advantage to those that 
can afford to use it to their maximal ad-
vantage (and indeed those that helped to 
create it) then they will not care too much 
whether the actions are legal, illegal or so-
mewhere in that grey area between. They 
just see an unfair outcome, from an un-
fair system and demand that something 
happen to change that.

As campaigners regularly remind those 
of us working on policy: ‘facts are impor-
tant, but you can’t change people’s minds 
with a fact’. For much of civil society, the 
discussion on tax is primarily a moral 
one. Some of us are more explicit about 

this than others. A good example of civil 
society reflecting the moral aspects of tax 
policy was seen in the Philippines, when 
a group of organisations campaigned 
successfully to raise taxes on tobacco 
and alcohol under the banner of ‘sin ta-
xes’. In our 2014 publication Tax for the 
Common Good, Christian Aid unapologe-
tically explored questions of tax justice 
from a theological and moral foundation. 
We believe that this has helped us get to 
the heart of the debates and to explore 
the questions that matter most. What re-
sponsibilities do individuals and compa-
nies have towards the human communi-
ty that sustains them? What does a good 
and just society look like and what role 
does tax play in that? 

In conclusion then, we can, and should, 
root our debates in facts. Facts are im-
portant and the more of these we have 
available the better. But it would be very 
naive to believe that more facts are all 
that is needed to find effective solutions 
and to change the public perception that 
something is rotten in the state of our tax 
system. 
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TAX TRANSPARENCY:
A ROUTE TO ASSURANCE,

TRUST, AND THE REALISATION
OF RIGHTS

Transparency

Key points:
 . ActionAid’s concern is with the corporate tax avoidance that a lack of transparency 

tacitly sanctions. . Tax is seldom straightforward and seemingly questionable tax structures and practices 
might have a legitimate purpose. . Greater transparency can form the foundation of a mutually beneficial dialogue betwe-
en companies and tax advocacy organisations. . Some companies are now reporting country-by-country data voluntarily, but Actio-
nAid believes it should be mandatory.

by Ewan Livingston6.

• BEADWORK, AFRICA
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For over a decade, ActionAid has been advocating for 
reform of the global tax system. We’ve been doing so 
because we see – all too regularly – that the system as 
it stands provides scope for multinational companies 
to exploit complex structures and loopholes to avoid 
paying tax in the Global South. We also see the hugely 
damaging effect that insufficient public revenue has on 
people living in poverty. Whether it is sending children 
to school or the provision of basic healthcare, countries 
in the Global South continue to raise insufficient reve-
nues to realise these most basic of rights.

Against this backdrop, corporate tax avoidance presen-
ts a major problem for developing countries. This is par-
ticularly the case since lower-income countries typically 
rely on corporate income taxes to a much greater ex-
tent than do wealthier nations. Furthermore, in these 
contexts the alternative to taxing corporates generally 
involves taxing the poorest: an idea that is almost as im-
practical as it is ethically problematic.

Quantifying the scale of corporate tax avoidance is rife 
with difficulty, but IMF research suggests it could amount 
to some $200 billion in lost revenue each year. Even if 
we put to one side these impenetrably huge numbers, 
we continue to see numerous cases of corporate tax 
avoidance exposed, varying in their respective degrees 
of aggressiveness and severity. Exposure in these cases 
has generally resulted from media scrutiny or forensic 
analysis by NGOs and tax advocacy groups. But the re-
ality is that these cases only ever provide a snapshot 
and never the bigger picture: the uncomfortable fact is 
that they are very unlikely anomalous, since the opacity 
of the global tax system prevents similar scrutiny of the 
majority of companies.

It is for this reason that tax transparency has been at the 
heart of our work. ActionAid’s concern is not with a lack 
of corporate tax transparency per se, but rather with 
the corporate tax avoidance that a lack of transparency 
tacitly sanctions. So long as companies can hide behind 
a veil of secrecy, tax avoidance will remain a problem.

Ewan 
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This begs the question: since tax avoi-
dance and transparency has been in the 
media and political spotlight for so long, 
why do these problems remain?

From the corporate perspective, there 
is one school of thought that questions 
why a company would ever divulge more 
than is legally required. Some companies 
go further and invest in lobbying against 
tax transparency. An alternative (and 
growing) school sees transparency as 
generally positive, and a key tool throu-
gh which trust in business can be rebuilt. 
A few select companies are beginning to 
voluntarily publish tax information. Such 
steps from companies like Vodafone, 

Barclays and Pearson are positive and 
welcome, yet there is also corporate re-
ticence about how far companies can act 
unilaterally before disadvantaging their 
commercial position. 

Companies are certainly not exclusively 
responsible for the lack of progress: go-
vernments too have failed to sufficiently 
advance the transparency agenda. Via 
the OECD some progress has been made, 
but for ActionAid the BEPS process didn’t 
go far enough. It focused on disclosure 
to tax authorities rather than the general 
public, and perhaps most problematical-
ly, it excluded developing countries from 
the outset. Since tax is a global issue, it is 
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difficult to see how an organisation like 
the OECD – exclusively representing we-
althier economies – could be the arbiter 
of a genuinely global solution.

What, then, might the solution be? Actio-
nAid believes that all companies should be 
mandated to publish information about 
their tax affairs on a country-by-country 
basis. Only through publication of figures 
on revenue, profit and corporate income 
tax – amongst other things – can we be 
assured that a company is paying a fair 
share of tax in the right places (or not, as 
may be the case). Some limited legislative 
progress to that end has been made in 
the UK and elsewhere, but as yet public 
country-by-country reporting (PCBCR) 
has not become a reality. This needs to 
change.

In the meantime, we encourage progres-
sive companies to publish this informa-
tion voluntarily. Reticence remains, but 
some are beginning to heed this call: so-
mething that we strongly welcome. Others 
have not acted unilaterally but have sta-
ted their support for making a success of 
PCBCR, which helps in making the case 
for transparency to policymakers. There 
are various motivations underlying these 
efforts, but rebuilding trust amongst the 
public is certainly a dominant driver.

Importantly, greater transparency can 
also form the foundation of more mea-
ningful and mutually beneficial dialogue 
between companies and tax advocacy or-

ganisations like ActionAid. We recognise 
that seldom is tax straightforward: quite 
aside from being technically complex, it 
can also be the case that seemingly que-
stionable tax structures and practices 
might have a legitimate purpose. A com-
pany operating numerous subsidiaries in 
a low-tax jurisdiction like Panama might 
generally seem a cause for concern. But 
if the company concerned is involved in 
global shipping, then there is potential-
ly a satisfactory explanation for those 
structures. Likewise, a company ope-
rating in a broad network of tax havens 
around the world might appear to be 
exploiting tax loopholes. Perhaps they in 
fact are, but if that company has recently 
made a series of acquisitions across dif-
ferent regions, then the picture begins 
to look different, particularly if that com-
pany is taking steps to wind down those 
structures. Through transparency we can 
gain a better insight into such issues, and 
engage meaningfully with companies to 
build mutual assurance and trust.

The problems to which ActionAid seeks 
solutions are poverty and injustice. But 
tax is inseparable to the realisation of ba-
sic rights, so is part of the solution also. 
Companies and governments that are se-
rious about rebuilding trust, and making 
a positive contribution to development, 
should see tax transparency as a means 
to this vital end.



Responsible Tax and the
Developing World 

33 

7.RESOURCES
FOR NEEDS

AND RIGHTS

Human Rights 

Key points:
 . Individuals and families have to budget for their needs and wants according to their 

income. . At the national or international level such decisions are delegated upwards to repre-
sentatives of the people and have led to the definition of ‘human rights’. . Human rights are central to what is taxed and how the revenues are spent. . There is growing linkage between tax and specific human rights issues such as health 
and education.

by Attiya Waris

• SILK SAREE FABRIC, INDIA
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When one looks at a person’s budget plans, one expects 
to see first earnings, and second expenditure. To spend 
money as an individual, a person needs to have an in-
come. What happens if a person spends more than she 
earns? Well, she goes into debt. If she earns more than 
she spends, she saves money. Using the individual’s de-
cision-making powers over all the money they control, 
the power is unlimited on spending. However personal 
constraints include the amount of money available, and 
the need to cover basics such as food, housing, clothing, 
health and transport. Any additional income would be 
used for wants rather than needs and could include 
purchase of luxuries, or self-development and educa-
tion. Responsibility for any debt is also clear and identi-
fiable to the individual, who must pay back what debts 
they undertake. In addition, any criminal activity as well 
as any other wrongs committed can also be clearly attri-
buted to the individual.

If one moves from individual to group level, a family unit 
has the same concerns as any other group of people: 
households, communities, nations, regions, continents, 
institutions, industries or organisations. If one takes the 
budget of an individual or household as a paradigm and 
applies it further, to even larger groups of people – ope-
rating at the level of the county, district, constituency 
or state – one sees similar concerns: income/revenue 
balanced with expenditures for needs and wants, and 
its inherent limitations. As communities and states have 
developed, groups of individuals living within them con-
tinue to select representatives of larger groups to make 
decisions on their behalf. This can also happen on a 
supranational level through global bodies such as the 
United Nations and its constituent bodies, the African 
Union, ASEAN, EU as well as regional institutions like 
PAHO, EAC, SADC, COMESA and others. At all these le-
vels representatives of the people have expressed the 
views of wider society on what their needs, wants and 
rights are globally: human rights. While these rights tend 
to be aspirational and are codified in the UDHR, ICESR 
and ICCPR globally, they have been concretised over the 
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years, first through the Millennium De-
velopment Goals, now through the Su-
stainable Development Goals. However, 
the weakest link remains the source of 
resources for financing these needs and 
rights. 

The financing of an individual is limited 
to her budget and debts she commits 
to undertake. However, when it comes 
to larger groups beyond the family unit, 
individual members – within a collective 
group within a community, district, coun-
try state, continent or globally – will not 
commit revenues willingly unless there 
is a specific need or requirement. States 
and communal living generally developed 
because there were identifiable needs 
that required greater resources. It usually 
began with safety and security and deve-
loped to bigger concerns that individuals 

could not afford to tackle by themselves, 
but were easily resolved as a collective. 
This includes defence, or building scho-
ols and hospitals. These needs clearly re-
quire resources only obtainable through 
a collective pooling of resources. Today 
common pooling is undertaken through 
mandatory payments made to the (fede-
ral) state (or even to the states/councils/
counties) either for a specific purpose or 
as a general payment with no allocated 
spending. This resource – taxation, cou-
pled with state businesses, natural re-
sources, loans and aid – forms the reve-
nue base for the collective that ought to 
be used to meet the needs, requiremen-
ts and later wants of the people. 

Taxation today is rarely specifically allo-
cated to a particular expenditure. In ad-
dition, revenue collection agencies are 
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being put under pressure to achieve in-
creased targets without a clear discus-
sion on what the increased collection will 
be spent on. This disconnect between re-
venue and expenditure is where one can 
situate human rights. On the one hand 
human rights can be applied to influence 
how taxes are collected, from whom they 
are collected and what they are collected 
on. On the other hand concentrating on 
human rights can affect how tax revenues 
are utilised, on whom they are spent, why 
they are spent in a particular way, when 
they are spent and how. This use of hu-
man rights is a reflection on the work of 
Ibn Khaldun, an economist of the 10th 
century who argued that all principles of 
finance, the economy and taxation must 
be underpinned by justice – a concept on 
which there could be no compromise. As 
a result, the work of finance and human 
rights scholars across the globe is coming 
full circle: there is nothing ‘optional’ about 
the principle of justice, especially when it 
comes to the protection of the weak, the 
poor and the oppressed. 

My 2012 book Tax and Development em-
phasised the link between tax, human 
rights and development. Later the same 
year, at the African continental level the 
African Commission of Human and Pe-
ople’s Rights passed a resolution stating 
that international financial flows and capi-

tal flight has a direct impact on the ability 
of African states to achieve human rights. 
In 2014, the Tana Forum discussed the 
impact illicit financial flows (IFFs) have on 
state security. Finally, in 2015 the African 
Union created its High-Level Panel and 
produced the now famous HLP report 
chaired by Thabo Mbeki. The report cau-
sed ripples not only in Africa but across 
the globe, and tax evasion as well as IFFs 
were raised to the level of the Heads of 
State of the African Union as an impedi-
ment to development and self-sufficiency 
in African states.

In conclusion, while the debate continues 
to grow and be enriched, the trend is cle-
ar. There are growing linkages between 
tax and human rights that have also spi-
ralled into ever deeper links between tax 
and the right to education, tax and the 
right to health and tax and women’s ri-
ghts, to name but a few. Academics, civil 
society, states, regional bodies and global 
institutions as well as other stakeholders 
in development are continuing to explo-
re the linkages through the financing of 
rights and development in the SDGs and 
Financing for Development (FfD) proces-
ses. In addition, common discourse in 
the global media has changed. Langua-
ge which 10 years ago was rarely seen is 
now common:  describing the rights of 
individual taxpayers. 
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8.
CAPACITY NOT

DEPENDENCY: BUILDING
TAX CAPACITY

IN AFRICA

Capacity

Key points:
 . Africa is behind the curve collecting tax. Some real challenges must be addressed.  . There is a lack of skills and infrastructure in Africa to meet complex issues and de-

mands. . Political will is needed to drive change. . Sharing ideas and best practice is key for ensuring sufficient tax resources for the 
continent.

by Mary Baine

• BATIK FABRIC, AFRICA



Responsible Tax and the
Developing World 

38 

To improve domestic resource mobilisation (DRM) and 
help spur development in Africa it is essential to build 
tax administration capacity. At present the average tax 
to GDP ratio in Africa is 18 per cent, which is conside-
rably lower than the OECD average of 25.1 per cent. Fur-
thermore, the average cost of tax administration in Afri-
can countries is 1.5 per cent of tax collected, compared 
to the OECD average of 0.9 per cent. It is clear therefore 
that African countries must build their capacity and do 
so quickly. Indeed Africa’s development agenda 2063, 
as well as the 2030 global SDGs, have their attainment 
premised on effective DRM.

However in building such capacity African countries face 
a number of significant challenges. These include: 

• Deficiencies in domestic tax legislation; 

• The granting of wasteful tax incentives often with 
no consultation with tax administrations and limited 
collaboration between those who determine tax po-
licy, and the tax administration; 

• Having Double Tax Agreements that do not reflect 
the interests of the African contracting State;

• Capacity constraints in the tax administration;, 

• Limited available technology to support processes 
for assessing and collecting taxes. 

The pace of change in the global tax agenda also pre-
sents major challenges to many African Tax Admini-
stration Forum (ATAF) members. A particular issue is 
the capacity of members to address the implementa-
tion challenges these changes bring to Africa. The gap 
between standards and reality is making participation in 
global processes increasingly difficult, to the point whe-
re African countries will simply not participate, despite 
agreements being signed at a political level.

Africa also faces challenges in other tax areas such as 
the taxation of the informal sector. Many countries have 
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very narrow tax bases and outsized infor-
mal economies, which makes taxation of 
this sector a daunting task. 

Political support for change will be nee-
ded if African countries are to overcome 
these challenges. Support is needed to 
enact new and revised legislation, expand 
Exchange of Information networks in Afri-
can countries and provide the funds and 
salary structures needed to build stron-
ger and sustainable tax administrations. 

Many ATAF members report that a major 
obstacle to building their tax capacity is 
a lack of skills to address complex are-
as such as transfer pricing. Dealing with 
such issues is both technically complex 
and also very resource intensive. At pre-
sent, many tax administrations do not 
have the level of funding needed to in-
vest more heavily in human capital, par-
ticularly in operational functions, to em-
ploy the number of highly-skilled workers 
required to address these issues. 

Without that funding, tax administra-
tions cannot build staff capacity in the 
areas that contribute significantly to do-
mestic resource mobilisation. This inclu-
des areas such as international taxation, 
transfer pricing and auditing of large ta-
xpayers. Staff in these areas are highly 
sought-after and it is often difficult for 
tax administrations to compete with the 
remuneration packages offered by the 
private sector. This leads to the loss of 
these skilled members of staff and makes 
it difficult for tax administrations to build 
long-term sustainable expertise. 

Furthermore, African tax administrations 

often do not have the necessary infra-
structure, such as IT systems, to effecti-
vely police the tax base and enable volun-
tary compliance by taxpayers. Technology 
and IT solutions are needed to assist tax 
administrations in providing quality ta-
xpayer services which make it easier and 
less costly for taxpayers to comply with 
their tax obligations. 

The release of the Panama Papers has 
shown the value of data analytics in exa-
mining millions of data sets. It is therefore 
imperative that revenue administrations 
move to empower themselves with the 
necessary IT infrastructure and capacity 
to conduct such in-depth data analysis.

Data and technology will also help tax ad-
ministrations in understanding their tax 
base, how it is constituted and reflected 
on the tax register to ensure the right in-
terventions are applied, in the right place 
and at the right time. 

ATAF is assisting its members to build the 
capacity they need through long-term 
bilateral technical programmes. These 
programmes cover a wide range of topi-
cs, including transfer pricing, other inter-
national tax issues and exchange of in-
formation. The programmes are already 
having an impact with over $120 million 
in tax collected in under two years by a 
number of the countries receiving such 
programmes. 

We now need to build on the success of 
this work. ATAF is expanding its capaci-
ty-building work into other areas of taxa-
tion such as VAT and the taxation of the 
informal sector. 
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We are also aware that such capacity-bu-
ilding must be underpinned by strong 
and clear legislation. We are working 
with a number of our members to help 
them introduce revised or new legisla-
tion relating to issues such as transfer 
pricing, interest deductibility, permanent 
establishments and some aspects of ca-
pital gains tax. The revised legislation is 
aligned to international best practice but 
also reflects the specific challenges faced 
in African countries. This, combined with 
the audit skills building work, is helping to 
increase domestic resource mobilisation 
and create a more certain and transpa-
rent investment climate.      

Sharing of best practice and innovati-
ve ideas is also key to building capacity 
for taxing the informal sector, an aspect 
many African countries report as a major 

challenge. African countries are imple-
menting many different solutions to meet 
these challenges and ATAF is providing a 
platform for the sharing of information 
and best practice between tax admini-
strations so we can find solutions sui-
table for implementation across Africa. 

In the recent past, ATAF has also com-
menced working in partnership with the 
Tax Administration Diagnostic Asses-
sment Tool (TADAT) Secretariat to assist 
members in undertaking TADAT asses-
sments. These are extremely effective in 
measuring the tax administration’s effi-
ciency. This helps the tax administration 
identify its short-term, medium-term and 
long-term actions and the support it ne-
eds to carry out these actions. 
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9.
BALANCING WIDTH

AND DEPTH:
THE DIFFICULTY

OF WIDENING THE TAX BASE

Policy

Key points:
 . The demand for state services is increasingly putting pressure on revenues. . There is a difference between widening and deepening the tax base, and both are 

problematic. . Many new taxes have been introduced while effective rates of tax are already high in 
many places. . Corruption is undermining revenues, preventing a moral consensus on tax. . Effort should be focussed on corruption and evasion rather than further squeezing 
law-abiding taxpayers.

by Thabo Legwaila

• SELECTED FABRICS, CENTRAL ASIA
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Recent times have seen the increased recognition of 
human rights in developing and developed countries. 
This has been accompanied by an intensified focus on 
governments’ ability to provide quality basic amenities, 
such as education, health and in some instances basic 
minimum social grants. Governments’ expenditures to 
provide these basic services have also increased in the 
past decade. The importance of providing these basic 
services to the many tends to outweigh disadvantages 
associated with an increased tax burden placed on the 
wealthy. It is equally important to ensure that the poor, 
or low-income earners are not subject to tax, and, whe-
re they are subject to tax, that the tax burden is not di-
sproportionately carried by the latter, when it should be 
carried more by the higher-income earners. 

Unfortunately, in most developing countries corruption 
(including unauthorised, irregular, fruitless and wasteful 
expenditure) robs governments of large sums of money 
that could be directed toward bettering the lives of ci-
tizens. In some places corruption has reached the ex-
tent that governments not only report on funds lost in 
corrupt activities, but inexplicably budget for such im-
pact on the government coffers. Corruption has a di-
rect negative impact on the tax morality of the citizenry. 
It makes taxpayers more reluctant to voluntarily com-
ply with tax obligations, resulting in more tax evasion 
and avoidance practices. This in turn necessitates an 
increase in the resources required by governments to 
adequately administer the tax system, from providing 
legislation for complicated anti-avoidance measures, to 
developing systems that identify evasion strategies, as 
well as resourcing tax collection agencies to implement 
these measures.

A distinction needs to be immediately drawn between 
widening or broadening the tax base, and deepening 
the tax base. Widening the tax base entails including in-
struments in the tax base that were previously not in 
the system. This would include introducing new taxes, 
subjecting people to tax who were previously exempt, 
for example by lowering the tax threshold, etc. Howe-

Thabo 
Legwaila
PROFESSOR AT THE LAW FACULTY OF 
THE UNIVERSITY OF JOHANNESBURG. 
tlegwaila@uj.ac.za  



43 

Responsible Tax and the
Developing World 

ver, when government imposes taxes on 
the same people in respect to the same 
taxable activity, for example by increasing 
the tax rates or disallowing deductions, 
this counts as tax deepening. With high 
levels of tax saturation worldwide, wide-
ning the tax base is no longer a viable op-
tion for most countries that have already 
‘out-widened’ their tax bases. The remai-
ning option would be to deepen the tax 
base, which is by no means a viable op-
tion either. 

Countries have increasingly been exer-
ting pressure on taxpayers, almost fran-
tically extracting more tax revenues to 
finance expenditure. These include the 
following:  

• We have recently seen an intro-
duction of new taxes in various coun-

tries, immediate examples of which 
are the plastic bag tax and carbon 
taxes on cars in South Africa, solida-
rity taxes and training taxes in Gabon, 
skills and development levies in Zam-
bia, a national health insurance levy in 
Ghana as well as financial transaction 
taxes in European countries. Various 
countries in the Middle East, including 
Bahrain, Kuwait, Oman, Saudi Arabia, 
Qatar and United Arab Emirates will 
start implementing VAT at the rate of 
5 per cent from 1 January 2018. 

• Other trends include the heightened 
general focus on taxes in countries 
where the economy has been affected 
by various economic hardships, for 
example in the Middle East and Nige-
ria as a result of drops in oil prices. 
Nigeria is also one of those countries 
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that introduced measures to stren-
gthen tax collection and administrati-
ve tools, in this case by the creation 
of the International Tax Unit to review 
non-resident company transactions 
for permanent establishment issues.

• Tax amnesties are being granted in 
several countries, including Nigeria, 
Tunisia and Zambia, partly resulting in 
the waiver of interest and penalties. 
Other countries such as South Africa 
have standard amnesties waiving pe-
nalties on self-disclosure, where the 
revenue authority would otherwise 
not discover the default. Alongside 
these are rules imposing the obliga-
tion to pay taxes pending objection or 
appeal, for example those introduced 
in Tanzania in June 2017. 

• Other countries are clarifying their tax 
systems to optimise tax collections, 
for example effective 31 July 2017, the 
Ugandan tax authority clarified a law 
requiring all imports to pay tax before 
clearance from the port, and in June 
2017 Kenya passed a law with the 
objective to provide clear regulations 
on all procedural aspects and provi-
sions relating to taxes. 

Increasingly taxpayers are computing the 
overall tax burden against the services 
they receive from governments, and for 
most taxpayers the overall picture isn’t 
pleasant. Some countries already have 
personal income tax rates in excess of 
50 per cent, which loosely means some 
individuals pay more than their net inco-
me in tax. This happens in countries such 
as Zimbabwe (where personal income 

tax rates are 51 per cent), Netherlands 
(52 per cent), Finland (54 per cent), Au-
stria, Denmark and Japan (55 per cent), 
Aruba (58 per cent) and Sweden (61.85 
per cent). In addition to these taxes, the-
se countries impose VAT at rates ranging 
from 8 per cent in Japan up to 25 per cent 
in Denmark and Sweden. Effectively this 
potentially adds 9 per cent (incremental) 
tax on all income assuming that money is 
used to buy VATable goods and services 
after tax. If one considers that the inci-
dence of corporate income tax is on the 
consumers, and assumes that the avera-
ge profit margin of corporates is 15 per 
cent, then simplistically individuals could 
effectively bear an additional corporate 
tax in excess of 6 per cent on goods and 
services procured from companies wi-
thin their countries. Thus potentially you 
could have an effective real tax-rate in 
excess of 75 per cent of income.

With all these measures exhausted, at 
least in many countries, demands on 
government revenues are constantly in-
creasing. Governments seem to have ac-
cepted that it is more difficult to target 
corruption than it is to collect taxes from 
law-abiding taxpayers. This dangerous 
trend has the direct effect of destroying 
tax morality. And instead of countries’ tax 
bases being widened or deepened we 
are likely to see an increase in tax avoi-
dance and evasion, tax revolts and emi-
gration of taxpayers from aggressive tax 
jurisdictions. 
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TAX AND THE DEVELOPING 
WORLD: WHAT ARE 

CORPORATIONS GETTING 
RIGHT AND WHAT ARE 

THEY GETTING WRONG?

Corporate Citizenship 

Key points:
 . There is both ‘good’ and ‘bad’ behaviour amongst corporates. . A clear tax strategy setting out the approach to policy, planning and compliance is key. . The balance between source and residence taxation is a political decision but corpora-

tes should be open to discussing it. . Corporates should provide sufficient information on tax liabilities and payments in all 
countries in which they operate.

10. by Alan McLean
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MNEs play an important role in the developing world. 
We bring investment, employment, technology, and go-
ods and services that benefit governments and people 
where we operate. We can also represent a significant 
source of revenue for governments through the pay-
ment and collection of taxes on profits, sales, and em-
ployment. There is, however, a view that multinational 
enterprises (MNEs) don’t pay their fair share of taxes in 
the developing world. When challenged, as we increa-
singly are, most reply that we pay what the law requires 
– anyone who suggests otherwise doesn’t understand 
tax law or business.

It can appear that the developing world gets a smaller 
share of the global corporate income tax take than it 
might if our taxable income were apportioned, say, on 
the basis of revenues earned. I am not suggesting – at 
this stage – that we could or should move to a global 
apportionment system, but we can explore other ways 
that might lead to developing countries securing a lar-
ger share. The current outcome seems unsustainable. 

The issue of tax and the developing world, and our role 
in that issue, is complex and contested. Many factors 
contribute to the present state, and we need to work to-
gether if we want to change that. The following focuses 
on the things we do right and the things we do wrong 
that have an impact on the tax take in the developing 
world, in the areas of policy, compliance and administra-
tion, structuring, and behaviour generally.

The problem begins with tax policy; we may often acti-
vely seek to influence policy to suit our own ends, and 
exploit the advantages we help create through tax ho-
lidays and other incentive regimes. Sometimes incenti-
ves are necessary for material investment to take place, 
because the general tax code is faulty or uncompetiti-
ve, but incentives are also often sought and obtained in 
other situations. On the international front, some would 
argue that our enthusiastic support for the preserva-
tion of the OECD framework, with its residence bias and 
arm’s length principle, is designed to maintain a status 
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quo that tends to favour corporations at 
the expense of developing countries.

Tax administrations in developing coun-
tries often lack capacity to effectively di-
scharge their responsibilities and collect 
the taxes that are due. Sometimes we 
support the development of sustainable 
tax administrations through practical 
knowledge sharing and education about 
industry sectors and business models; 
sometimes we may exploit weaknes-
ses through uncooperative approaches, 
opaque practices and even by poaching 
experienced staff from the administra-

tions.

Some of us have published our tax stra-
tegies or codes of conduct. These tell our 
stakeholders what they can expect from 
us in areas such as tax planning, profit at-
tribution, and compliance behaviour. The 
problem here is that stakeholders often 
lack information or mechanisms to pro-
perly hold us to account.

Some of us provide information about 
tax payments and activities in the coun-
tries in which we operate, others lobby 
against requirements of this nature on 
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the grounds of confidentiality, competiti-
veness, cost and general utility.

Historically, many have limited our expo-
sure to weak legal systems in developing 
countries, using business models that 
concentrate activities and asset owner-
ship in core jurisdictions. This impacts 
the amount of profit arising in developing 
countries. Some have adopted pricing ap-
proaches that limit income in developing 
countries to a commission or processing 
return, with all value-adding activities un-
dertaken elsewhere. 

So what might be the solution – how can 
we build on the things we are doing right, 
reduce the number of things we are get-
ting wrong, and improve tax outcomes in 
the developing world?  That is not a diffi-
cult question to answer in principle, even 
if the practical implementation and con-
sequences are far from straightforward. 

I believe we should have a clear tax stra-
tegy setting out our approach to policy, 
planning and compliance. This needs the 
explicit support of our Boards, and to be 
made public; it should state whether dif-
ferent approaches or standards are used 
in developing countries, and, if so, why.

At the international policy level, we need 
to be open to consider a tax framework 
with a different source/residence balan-
ce than the one we have today. This is a 
matter for governments to agree on, but 
business support can help facilitate such 
a shift. On domestic policy, we should 
exercise restraint in seeking bespoke de-
als and incentives, and instead help go-
vernments see that simple, stable, and 

well-designed tax regimes are beneficial 
for everyone over the longer term. 

We need to work together with govern-
ments to put in place cooperative com-
pliance programmes that enable efficient 
administration of the tax system, deliver 
certainty of outcomes to all, and have 
robust governance structures to ensure 
public trust can be built and maintained. 
Participation in such programmes means 
we act transparently and proactively to 
discuss areas of uncertainty in the law, 
and to agree pricing approaches in areas 
of significant value – ideally on a multila-
teral basis. This also means that we have 
well-functioning tax control frameworks 
providing assurance internally and exter-
nally over the proper calculation, repor-
ting and payment of our tax liabilities. 

We need to provide sufficient information 
on our tax liabilities and payments in all 
countries in which we operate, together 
with simple information on how tho-
se amounts are determined, to enable 
communities in the developing world to 
understand our tax contribution to each 
country. 

We then need to introduce mechanisms 
that allow us to discharge our accountabi-
lity to stakeholders beyond government. 
This remains a challenge both concep-
tually and practically, requiring a careful 
balance between meeting legitimate in-
terests and maintaining a proportionate 
and efficient response. 

Simple in principle, hard in practice, but 
more sustainable in the long term. 
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RESPONSIBLE TAX:
WHAT NEXT?

Future

Our contributors have come from different 
backgrounds: tax authorities, academics, 
business, NGOs and development agen-
cies. But there are a number of common 
themes emerging.

First, as Michael Hastings points out, we 
face a daunting task: it is estimated that 
an extra $214 billion per year of revenue is 
needed in low-income countries alone to 
meet the SDGs. Increasing the tax take in 
developing countries is a challenge. 

Part of the challenge is the global tax sy-

by Jane McCormick and Chris Morgan

stem itself. The rules have not kept pace 
with modern developments. Globalisa-
tion and new business models make it 
harder for countries to collect corpo-
ration tax and, as Pascal Saint-Amans 
points out, have facilitated tax planning 
by MNEs. 

Part of the problem relates more spe-
cifically to the Global South. Mary Baine 
notes the need to develop the capaci-
ty of tax administrations which often 
struggle with ever increasing complexity 
in international tax. Corruption and tax 

11.
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evasion are significant problems and, as 
Thabo Legwaili says, undermine tax mo-
rale and voluntary compliance. The size 
of the informal economy also makes 
expanding the scope of business taxa-
tion difficult.

One solution that is often proposed is to 
ensure that MNEs pay ‘their fair share’ of 
tax. Both Christine Allen and Ewan Living-
stone note the problem of tax avoidance 
by MNEs and the rich in developing coun-
tries; and while there is some dispute 
about the amounts, the sums are defini-
tely large. Nevertheless, both agree that 
there are complexities in the tax system 
and as Maya Forstater notes, the extra 
potential revenues are not sufficiently 
large to solve all the development needs. 

Another possible solution is to widen the 
tax base (impose new taxes and bring 
in new taxpayers) and to deepen it (re-
quest more from existing taxpayers). But 
Thabo Legwaili explains how neither are 
that easy when the number and types of 
tax have already increased significantly in 
many countries and many taxpayers feel 
they are already overtaxed.

Nevertheless, progress is being made. 
Pascal Saint-Amans notes how the OECD 
BEPS initiative can assist developing 
countries, along with specific initiatives 
through, for example, the Platform for 
Collaboration on Tax and the Inclusive 
Forum. Mary Baine refers the successes 
ATAF has had in helping countries impro-
ve collection.

But what can more be done? 

Alan McClean agrees with Ewan Living-

Jane 
McCormick

Chris 
Morgan

GLOBAL HEAD OF TAX.
KPMG INTERNATIONAL
jane.mccormick@kpmg.co.uk

HEAD OF GLOBAL TAX POLICY
KPMG INTERNATIONAL
christopher.morgan@kpmg.co.uk



51 

Responsible Tax and the
Developing World 

stone and Christine Allen that corporates 
can do more on transparency: an intere-
sting meeting of minds between the cor-
porate and NGO sectors. Providing suffi-
cient information with clear explanations 
on tax payments on a country-by-country 
basis will inform the debate about tax 
policy and help shine a spotlight on what 
is and what is not acceptable planning. 
More work can be done on improving tax 
systems, for example to eliminate har-
mful tax incentives. It is even possible to 
revisit the established wisdom about re-
sidence and source taxation. 

It is clear that in order to have a real 
dialogue transparency is required, but, 

as Maya Forstater notes, so are correct 
facts. Exaggerated claims will lead to bad 
policy. However, facts are not the only 
thing. As Christine Allen says: “Fact-based 
debates will only lead to change when 
they take place in the context of trust. Pe-
ople need to trust those that present the 
facts, and trust others to use those facts 
to enact change.”

So how to rebuild trust? How to deepen 
trusted relationships between various 
actors?

Trust is an outcome, not a message. We 
will only create it by acting in a trustwor-
thy way. Attiya Waris links tax to human 

• DESIGNED FABRIC, CENTRAL ASIA
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rights. For some that may be controver-
sial; but the key step is to accept that tax 
– although a matter of law – has an ethi-
cal or moral dimension. And that applies 
to the way policy is made and laws are 
drafted, the way tax authorities enforce 
it, the way professionals give advice and 
to the choices taxpayers make. It also ap-
plies to the way the media reports on tax 
and to campaigns which NGOs run. This 
is why Responsible Tax thinking is essen-
tial for all stakeholders. 

Collaboration is a word which comes up in 
several of the contributions. For effective 
collaboration, first all parties need to act 

with integrity and then to be seen to do 
so – to be transparent. This builds trust 
which means it is easier to understand 
the perspective of others, look at all the 
factors in play and search for common 
solutions. There will be no silver bullet or 
blueprint for a perfect tax system. Each 
country needs to develop its own policies 
and mix of taxes based on its particu-
lar circumstances. But with cooperation 
between all parties, at a national and in-
ternational level, progress can be made 
towards creating sustainable tax regimes 
to ensure the sustainable development 
goals become a reality, not just an aspi-
ration.



53 

Responsible Tax and the
Developing World 

GLOSSARY OF KEY TERMS

ASEAN – Association of Southeast Asian Nations

COMESA – The Common Market for Eastern and Southern Africa 

BEPS – Base Erosion Profit-Shifting: Base erosion and profit shifting (BEPS) refers to 
tax avoidance strategies that exploit gaps and mismatches in tax rules to artificially 
shift profits to low or no-tax locations. Under the inclusive framework, over 100 coun-
tries and jurisdictions are collaborating to implement the BEPS measures and tackle 
BEPS

EAC – East African Community 

ICCPR – International Covenant on Civil and Political Rights

ICESR – International Covenant on Economic, Social and Cultural Rights

IFFs – Illicit Financial Flows 

MNEs – Multinational Enterprises 

ODA – Overseas Development Aid 

PAHO – Pan American Health Organization 

PCBCR – Public country-by-country reporting – a requirement for MNEs submit re-
ports of activities in each country where they operate to tax authorities. 

SADC – South African Development Community 

Tax holiday – a temporary reduction or elimination of a tax.



54 

Responsible Tax and the
Developing World 

Tax treaties (also known as Double Tax Agreements or DTAs) – agreements betwe-
en countries to avoid or mitigate double taxation. 

Transfer pricing – Transfer pricing happens whenever two companies that are part 
of the same multinational group trade with each other

UDHR – Universal Declaration of Human Rights 

UN FfD Programme – United Nations Financing for Development Programme 

UN MDGs – The United Nations Millennium Development Goals 

The eight Millennium Development Goals (MDGs) – ranged from halving extreme poverty 
rates to halting the spread of HIV/AIDS and providing universal primary education, all by 
the target date of 2015. 

UN SDGs – United Nations Sustainable Development Goals 

The Sustainable Development Goals (SDGs), officially known as ‘Transforming our world: 
the 2030 Agenda for Sustainable Development’, is a set of 17 ‘Global Goals’ with 169 tar-
gets among them, launched in 2016.
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ABOUT THE RESPONSIBLE
TAX PROJECT 

The KPMG Global Responsible Tax Project invites a full range 
of stakeholders, including taxpayers, academia, media, gover-
nment, global bodies, politicians, NGOs and tax professionals, 
to inform thinking on what responsible tax behaviour looks like 
in a global context. It is vital to hear as many views from as 
many places as possible. By driving an inclusive discussion, all 
stakeholders can contribute to responsible global tax beha-
viour, action and advice. The project is based on the successful 
Responsible Tax for the Common Good initiative in the United 
Kingdom. KPMG recognised the need for new forms of enga-
gement, substantive action and more meaningful approaches 
to policy. And thus, the Responsible Tax programme was born.

The goal of this global initiative is to start to reveal a shared 
understanding of how responsible tax at an international le-
vel works across corporations and tax jurisdictions, and for 
both advanced and emerging economies. As the discussion 
unfolds – at high-level roundtables, in publications and on the 
Responsible Tax website – the Responsible Tax community will 
contribute to the journey from policy to implementation and 
practice. 

FOR MORE INFORMATION, PLEASE VISIT THE 
RESPONSIBLE TAX WEBSITE 

WWW.KPMG.COM/RESPONSIBLETAX
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Jericho Chambers is a consultancy and think tank, committed 
to the common good.

We are a group of highly experienced people united by shared 
principles and a common sense of purpose. We work as a col-
laborative platform. Our areas of experience are deliberately 
diverse: communications and stakeholder engagement; orga-
nisational change and effectiveness; leadership; sustainable 
business; political activism; trust; insights and opinion rese-
arch; writing, content and digital strategy. We all enjoy highly 
relevant other lives. Many of us are published authors, public 
speakers and commentators. We have all worked for major 
consultancies, often at Founder, CEO or Chair level. We are 
part of Jericho because we want solutions that work for a bet-
ter society, not just the individual or firm.

The Jericho model is based on extensive research and publi- 
shed works and evidenced via a series of live programmes with 
real clients on big societal issues – from responsible tax to the 
future of work, the digital economy, transport and the built en- 
vironment. We also know what doesn’t work – even though it 
is what many of the big consultancies are still selling – and are 
happy to explain why. You can choose to work with individual 
or multiple Jericho partners, depending on the nature and sca- 
le of the challenges faced.
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ROBERT.PHILLIPS@JERICHOCHAMBERS.COM
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