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TAX AVOIDANCE

Accountant

a ‘campaigning accountant’ i
his article ‘Five Live’s Tax on
Sunday’ TheTax Journal 21 June 2004
Issue 746). Such a description is unusual.
It's also uncommon for two practisin
members of the accountancy profess|on
to offer such differing views as Mik That does not mean we will agree
Warburton of Grant Thornton and | didwhat tax justice is. Some people thin
to the listeners of Radio 5 Live on 6 Junaneans paying little or no tax. Others thi
This article seeks to explain some of thé means all people should pay the sa
reasons why | campaign for tax justiceax, or at least suffer the same tax rat
and the Tax Justice Networkdon't agree with any of these views.
(www.taxjustice.net). To me justice implies ‘fairness’ an
Tax justice is a difficult term. It i§ since tax requires a payment ‘fair’ me
widely interpreted and easily‘affordable’ as well as ‘reasonable’.
misunderstood. That is because it|iaffordable tax means the person payi
subjective. That means that to understarttie tax has the means to do so within
it requires the exercise of moralcontext of the community in which he
judgment. she lives. In the countries of the wo
It may not be surprising as a result thawvhere many live on less than $2 a
Mike Warburton and | were explicitly the only just tax for such people is no t
contrasted in the programme. Mike In contrast, in many develop
Warburton is prone, as he did during ducountries earnings in excess of $75,
live discussion, to deny that there is

A ndrew Goodall described me aRjchard Murphy takes up the gauntlet laid down by Andrew Goodall

and continues the debate on tax avoidance
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maxation of corporations, since the
imodern company clearly has an existence
lquite different from its members.
e That still allows precise taxation rules
1o vary. These must be appropriate to the
circumstances of a particular economy
and the wishes of a, preferably elected,
ngovernment. But that does not alter the
noverriding principle of ‘affordability’ in
n@x justice.

he Progressive taxation is not enough|in
ritself though. The tax paid must
ccontribute to the common good of the
agommunity if it is to be an appropriate
xax. Atax paid to finance the suppression
dof human rights is not a just tax, even if
0i® meets the affordability criterion.

moral basis to decisions on taxation.
usually implies in saying so that the Igw
provides sufficient guidance by itself.
Because | find it so hard to believe tha
anyone as experienced as Mik¢
Warburton can believe that tax law |is
clear | also find his conclusion that the
exercise of judgment is not required ver

Tax justice is a difficult term.
misunderstood. That is becau

It is widely interpreted and easily
se it is subjective. That means that fo

understand it requires the exercise of moral judgment

hard to accept.
The fact that many practitioners
spend so much time criticising tax | year are common. People enjoying t
does, | think, prove my point. Thatincome can afford to pay quite larg
criticism is moral judgment, because taamounts of tax and not suffer re
law is a moral construct reflecting thehardship.
values of the society to which it appli So | define tax justice as being
Some tax law does that well and somsystem where those who have mg
does not. Telling the difference is arabsolute income pay both more tax
exercise in moral judgment. And we dabsolute terms and more in proportion
that by appraising a tax against our viewhat income. In other words, tax justi
of what is just. In other words, taxrequires progressive taxation. And sin
comment is always explicitly concernedncome means the ability to enjoy t
with justice. So it's best to have thebenefit of the control of resources as wj
subject out in the open and not pretegnds the return from one’s efforts, capi
this is a subject in which practitionefstaxation is always a necessary part

hat As importantly, a tax system that
agnores the needs of a population to [be
abducated, enjoy health care, security and
to have access to work is unjust. It follows
ahat any tax system has to ensure that|the
reeeds of society are met if it is to quali
is just. These ideas make clear the segond
toriterion of ‘reasonableness’ in tax
gustice.
ce But there are still judgments to be
emade. For example, the boundaries of the
elbopulation that a tax supports should not
abe strictly limited if a tax is to be just. |t
aé a fact that the primary duty of any

have no role to play.
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progressive taxation. So too is theovernment is to its electorate. It is to
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ignore the nature of communities if th
is denied. But the world is a communi
of communities. Any tax system th
ignores this is itself unjust. So to impo
taxes that deny the poor in one coun
access to markets in a richer one is unj
It is also unjust for one state to off
the wealthy of another country t
opportunity to avoid the obligations th
owe to the society in which they live a
from which they earn their income. Su
actions undermine the very concept|d
society. Since democratic society is t
conceptual underpinning of the westgr
way of life and the lifeblood of th
democracy is taxation revenues, an actign
by one state that denies tax to another |is
not just aggressive, it is tantamount |tp
seizing its revenues. Wars have bggn
fought for lesser reasons. A
unsurprisingly so, for this is about theRichard Murphy
ability of a government to exercise ifs
sovereign rights. It is just that they hayevorth promoting them. If no one see
such rights. It is wrong to subvert themthe common good we will never achie
For this reason alone it is appropriate|td. That's why there is a role for th
oppose the wholly destructive role of taxcampaigning accountant.
havens. And that is why | also promote son
A just tax reflects the society whichapparently unpopular ideas. My oppositi
charges it. As such, tax can and sholld tax havens does not make me popy
be used in pursuit of social goals. It|iBut | am convinced they are a threat
tax justice that alcohol is heavily taxedpur society. Aggressive tax planning is,
just as it is tax justice to tax thogemy opinion, another such threat. It's n
resources which are in limited supply ahdegitimate to push the law to its limits. It
the use of which promotes environmentads anti-social behaviour as is that of {
harm, such as oil. For the same reasgrouth who sees how far he can go
tax reliefs should be provided to ensyrénciting a police officer. It's based on
that socially valuable services, such |adisregard for authority. It is intended
health and education, are as widelynflame authority and it does. No or]
available as possible. That is why thgsshould be surprised that those who can
are fairly treated as charitable. Tax justicéve within the spirit of the law make lif¢
is, and should be, a tool for manipulatingvorse for all those who act with gog
the behaviour of the market in this waly.conscience and seek to comply with it.
But it should not destroy that market, The considerable burdens of so
since the exchange of goods and servicesrrent anti-avoidance legislation did n
between the peoples of the world is tharise by chance. They arose because s|
basis of our mutual wellbeing. That meanpractitioners persisted in abusi
taxes must be transparent, consistermgasonable legislation. Because they
reasonably cheap to operate in proportjowe all now pay the price in considerah
to their benefit and must be administerethcreased administrative burdens.
with a high degree of probity. But benefittourse the response is heavy-handed.
must be measured as an economist wauildat's how anti-social behaviour has to
perceive it, not just as an accountargtamped out. | regret the Governmer
would. So the social benefits must bactions as a practitioner. | resent t
considered when assessing effectivenggmactitioners who drove them to it mu
In this respect measures that reduamore. They perpetrated an injustice g
inequality have a significant social benefitthe result is tax injustice for all.
since it is relative and not absolute wealth Which is why | promote a general an
that creates perceptions of happiness padoidance provision (GAAP). | am su
injustice in society. Tax justice therefofethat many practitioners would prefer su
requires taxes that tend to reduce and [natprovision to the current plethora of la
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eknow they shouldn’t do it. If they kne

year ‘no matter what legislation is in
place, the accountants and lawyers will
find a way around it. Rules are rules, hut
rules are meant to be brok&he, perhaps
unwittingly, spoke for a tax planning
industry that deserves to be closed doyn.
That industry has sought to subvert the
will of society and that's as unwelcone
from the professional person as it is frgqm
the criminal.
But let me be clear. A GAAP will no
close down the tax compliance industfy.
Nor will it make it harder for that indust
to operate. The suggestion that a GA
will increase uncertainty in tax law i
nonsense. We all know we already h
that. The sheer mass of legislation we fa

@dvantage’. If they knew they were the

lgknd if the focus of a GAAP was o
toransaction clearance procedures

othe assumption that a person is innocgent
euntil proven guilty. That assumption is npt
npart of the UK taxation system. That fis

2 not tax justice. If our tax system is to be

dfair this assumption must be a part of |it.
That's what | want. That’'s why I'm a
neampaigning accountant. There's a lot/ to
otlo.
pme
Note
did Source ofGuardian quote: http://
lywww.guardian.co.uk/business/stor
00,3604,1171759,00.html.
But
be
t'Richard Murphy is a practising chartergd
haccountant. He trained with KPMG and
hset up his own firm in 1985. After he and
ndis partners sold his original firm in 2000

/

increase inequality in society, withoutOf course those who say this will kill th
seeking to eliminate it. tax planning industry are right. It will

To achieve all these things would be &nd so it should. When an accountg
tall order. But that does not mean it is nogaid to theGuardianon 18 March thig
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. chairman, chief executive or FD of te
nEMEs. He can be contacted
rim@fulcrum-uk.com.
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