





Aggregate ITP metrics -- $100b-$150 b/yr "consensus™
so far, but very rough

Beyond aggregate estimates, detailed case studies
produce striking new results

— Examples: Mexico, Zambia, Switzerland, India, China
— New forms of ITP abuse

— Growing role of of secrecy jurisdictions in ITP abuse
— Growing MNC abuses of traded services, intangibles

This needs to be a TJN research priority
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Limited developing
country tax resources and
skills

Balkanized competing
jurisdictions (vs. MNC
solidarity on this issue)

Global TJ resources

 Policy analysis, design,
redesign

* Training, feedback




Bermuda
Singapore
Ireland
Switzerland
Cayman Islands

5 Haven Total

Global Total

EXAMPLE: PROFITABILITY OF FOREIGN AFFILIATES, US MN CS

Before-tax

Profits

$16.2
$14.6
$45.4
$18.2

$7.4

$101.8

$430.2

(2007 $Billions)

Effective Tax Profit per Employee
Rate (SMM)

.026 $5.4

074 $.115

077 $.488

.091 $.219

.094 $1.123

.072 $.326

.296 $.043

Source: M. Sullivan, Tax Analysts, July 2010 testimony, US House +Ways Committee
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Banana exporters cases (2006-)

SABMiller (2()()8-); South Africa, 4 other countries
Glencore (2011-): Zambia

Grain exporters (2011-): Argentina

Intellectual property abuses: Google, Pfizer, GE, Cisco,
Forest Labs, etc. (2009-)

Big bank tax evasion (soon...)



Growth Industr y

Number of Foreign Cnrn]pt Practices Act actions initiated by U.S.
authorities

2004 05 06 07 08 09 10 11
Mote: SEC and Justice Department enforcement actions frequently involve the same cases.
Source: Gibson, Dunn & Crutcher LLP The Wall Street Journal
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Top 10 US penalties ($MM) as of 1/12

&  '4,00.54*600 70,1
8 9:,<'4=6+ 70+1
;)'4>00 7*01
% ‘477, @*01
A 4 =701

B '4*76 7*01
& 93 ‘4, 7*01
4=, 701
3 '4=-7*01

1: D&l

J"&K

)y
K>

Source: FCPA Blog.com (2011)

Now in the works...(DOJ/SEC:+75)

Mustratyye
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EVERYONE ELSE 6,643 863,592 $0.0016 $10.3 §1.0%* 99 86%
TOTAL 6,653,213,592 $0.01 §55.1 $20.6 100% 100%

*+ Foreign currency (mainly dollars and euros)

Source: ML/Cap Geminl (2001-09); World Bank data; UN Wider (07); US Treasury (09); our analysls & J5H
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E 3 % #

Total Misinvoicing = Export Misinvoicing + Import Misi nvoicing
“Export Misinvoicing™ (X* A+CIF) —  MY)
"Import Misinvoicing” (M _ (X% (1+CIF;))

Where: X* = Country X’s Reported FOB goods exports per commodity per
trading partner at time t, in a common currency\

M* = Country X’s Reported CIF goods imports per commodity per
trading partner at time t, in a common currency

XW = Sum of world’s reported FOB goods exports per commaodity per
trading partner at time t , in a common currency

MW= Country X’s Reported CIF goods imports per commodity per
trading partner at time t, in a common currency

CIF;; = "normal trade costs,” including customs, insurance and freight,
for commodity j and trading partners j at time t
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Exports

Country X

Imports

CONVENTIONAL MISINVOICING
World

Exports Imports

"Export
Underinvoicing

"imports
Overinvoicing ”
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Goods Exports

Country X

Goods Imports

Traded Services

EXPANDED MISINVOICING FRAMEWORK
World

Goods Exports Goods Imports

< > < >

*Underinvoicing”

Traded
Services
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Revised Discrepancies,
US- China Trade 2000-2009**

initial
Revised
2000 $7.5
$23.5
$24.2

**Source: "Report on the Statistical Discrepancy (10/2009 MOC/PRC, USTR/DOC)
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e Traded Goods

— Mexico
— Zambia
— Switzerland

e Traded Services
e Abusive Structured Finance
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1. MEXICO CASE

9.0%
8.0%
7.0%
6.0%
5.0%
4.0%
3.0%
2.0%
1.0%
0.0%

0T0c¢
300¢
900¢
00¢
¢00¢
000¢
3661
9661
veo6l
(661
0661
3861
9861
861
(861
0861
8L6T1
9/61
vi6l
cl61
0/61

25

FDI %

(C)ISH/TIN 2012

—Mlisinvoicing %



Mexico — Trend in "Real” Mispricing
(Real$2000 $Billions, 1962-2011)

Source: UN Comtrade raw data (2012), JSH analysis
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(Cumulative Total, 1962-2010; Real $2000 Billions)

Total = $627.8 b,1962-10
$182.4

$445.3

Source: JSH 2012
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2. ZAMBIA

ZAMBIA — REAL MISINVOICING, 1966-2010
(Real $2000, $B.)

Net =$34.6 b.
= +$43.7 b.

=-$9.1Db
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3. SWITZERLAND CASE
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4. "TRADE” IN INTELLECTUAL PROPERTY
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COMPOSITION — US NET SERVICE EXPORTS
(2006-11, $mm)
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Measuring ITP abuse: a critical part of "The Pric e of
Offshore” policy agenda

We can’t rely only on existing (aggregate) estimat es

Examples — Mexico, Zambia, Switzerland, etc. — show
that disaggregating has many advantages
— Reveals new forms of ITP abuse

— Highlights growing role of of secrecy jurisdictions In ITP
abuse

— Highlights MNC abuse of traded service
This needs to be a TJN research priority
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It is capitalism that is truly radical.”
-- Brecht
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