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INTRODUCTION 10f6

In contrast to tax evasion [Ref: Investopedia], tax avoidance

is the entirely legal practice of arranging one’s finances in

order to pay the least amount of tax possible; it has recently
been cast as a morally dubious practice. In 2010, a series of
protests orchestrated by UK Uncut were aimed at high street
chains such as Vodaphone and Topshop, when it was revealed
that they were paying virtually zero per cent in corporation

tax [Ref: Guardian]. They argue, as have many commentators,
that it is morally wrong of businesses not to contribute to the
government’s coffers as they are depriving the less fortunate

of state services, which are now facing rigorous cut backs

[Ref: UK Uncut]. More recently, the revelation that many high-
profile celebrities were involved in schemes which dramatically
reduced their income tax has led to even more indignation, with
Prime Minister David Cameron denouncing such behaviour as
‘morally wrong’ [Ref: Independent]. While the government’s
tacit approval of tax avoidance schemes has led many to deem
Cameron’s outburst hypocritical, the sentiment remains that
taking advantage of the system is a distinctly immoral practice
[Ref: The Week]. However, others claim that the criticism aimed
at tax avoidance is unjustified: if lawful money management is
so morally reprehensible, it is the law that should be changed
[Ref: Guardian]. Others argue that the shameless scapegoating
of individual corporations or celebrities only distracts us from
the true causes of the economic crisis [Ref: Big Issue]. No matter
what position one takes, morality has become an increasingly
prominent issue in the tax avoidance debate.
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http://www.hm-treasury.gov.uk/tax_avoidance_gaar.htm
http://en.wikipedia.org/wiki/Pay-as-you-earn_tax
http://en.wikipedia.org/wiki/Tax_avoidance
http://en.wikipedia.org/wiki/Tax_evasion
http://www.taxresearch.org.uk/Blog/2012/07/29/whats-the-tax-gap/
http://en.wikipedia.org/wiki/Tax_haven
http://www.investopedia.com/terms/t/taxevasion.asp
http://www.guardian.co.uk/politics/2010/dec/04/uk-uncut-protest-topshop-vodafone
http://www.ukuncut.org.uk/actions/772
http://www.independent.co.uk/news/uk/politics/david-cameron-joins-the-attacks-on-jimmy-carr-over-morally-wrong-scheme-to-avoid-tax-7870205.html
http://www.theweek.co.uk/people-news/tax-avoidance/47566/jimmy-carr-or-david-cameron-who-real-tax-hypocrite
http://www.guardian.co.uk/commentisfree/2012/jun/21/tax-scams-legal-repugnant-jimmy-carr
http://www.bigissue.com/features/columnists/1274/brendan-o-neill-it-bird-it-plane-no-it-s-taxman

THE TAX AVOIDANCE DEBATE IN CONTEXT

‘..all in this together’?

In his speech at the 2009 Conservative Party conference,
Chancellor George Osborne stated that, in these hard economic
times, we should consider ourselves ‘all in this together’ [Ref:
Telegraph]. This idea seems to underpin the moral indignation
surrounding the recent tax-avoidance scandal. In this
atmosphere, the revelation that retailers were operating out of
tax havens [Ref: Guardian] while celebrities were channelling
their income into tax-avoidance schemes [Ref: Accountancy
Age], seemed to run against the grain of this communal idea

of us all being in it together. Many speculate that recovering
funds from wealthy tax avoiders would allow the welfare system
to avoid the cuts which they are now facing in the Coalition’s
attempt to tackle the government deficit. Thus, wilfully avoiding
tax is morally wrong as it directly deprives the less fortunate of
services which are now needed more than ever [Ref: Guardian].
On the other hand, there are those who have suggested that
the extortionate rate of tax levied against the highest earners
inevitably leads them to participate in tax-avoidance schemes,
in order to preserve their businesses or personal wealth [Ref:
BBC News]. Furthermore, others have argued that aggressive
taxation discourages businesses from growing to their full
potential, as higher turnover will only mean reaching a higher
tax bracket [Ref: Telegraph]. From this perspective, the morality
of tax avoidance isn’t black and white. If long-term prosperity

is dependent on growth, which is in turn fuelled by a thriving
businesses, then tax avoidance is a necessary means to continue
the creation of wealth and jobs in an otherwise inhospitable
climate. Hence as one commentator argues: ‘[T]he best way

to grow the economy, and so increase tax revenue, is to cut
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taxes to the lowest level possible... high tax rates are not only
economically wrong-headed, they also drive law-abiding citizens
to take advantage of schemes that have no purpose other than
minimising their taxes.” [Ref. Express].

Immoral individuals or an immoral system?

In June of 2012, a wave of criticism led comedian Jimmy Carr
to withdraw from a scheme which had enabled him to pay as
little as one per cent income tax. Although he had done nothing
illegal, he apologised for his actions, stating that he had made
a ‘terrible error in judgement’ [Ref: Express]. In the wake of
this, the government put forward legislation that would allow
the HMRC to ‘name and shame’ tax avoiders, underlining the
now common conception that tax avoidance is the mark of an
immoral individual [Ref: Huffington Post]. However, many feel
uneasy with this type of condemnation. For instance, Reverend
Peter Mullen writes: ’ Reasonably and legitimately, within the
confines of the law, to avoid paying more tax than one needs
to pay is no more dishonest than, say, the effort of a working
man to sell his l[abour to the highest bidder; or for another to
invest his money at the best rate of interest’. In denouncing
legal tax avoiders we are suggesting that law and morality are
separate entities and in doing so we are ‘undermining the
principles of any rational social ethic’ [Ref: Telegraph]. As such,
many commentators have argued that, if the tax laws are so
guestionable, they should simply be changed [Ref: Accounting
Web] as the needless denouncement of individuals only ignores
the wider ‘systemic’ issues at play [Ref: Guardian].
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http://www.telegraph.co.uk/news/politics/georgeosborne/8804027/Conservative-Party-Conference-2011-George-Osborne-speech-in-full.html
http://www.guardian.co.uk/politics/2010/dec/10/taxandspending-taxavoidance
http://www.accountancyage.com/aa/news/2185330/avoidance-scheme-ring-fences-gbp168m-taxman
http://www.accountancyage.com/aa/news/2185330/avoidance-scheme-ring-fences-gbp168m-taxman
http://www.guardian.co.uk/commentisfree/2010/aug/20/tackle-tax-gap-deficit-reduction
http://www.bbc.co.uk/news/business-17465733
http://www.telegraph.co.uk/finance/personalfinance/consumertips/tax/9114651/50p-tax-rate-is-damaging-economy-and-delaying-recovery-from-recession-warn-500-business-leaders.html
http://www.express.co.uk/ourcomments/view/327846/Don-t-blame-the-rich-on-tax-blame-the-Government
http://www.express.co.uk/posts/view/328034/Jimmy-Carr-apologises-over-tax-scandal/
http://www.huffingtonpost.co.uk/2012/07/23/tax-avoiders-to-be-names-and-shamed-treasury-says_n_1693946.html
http://blogs.telegraph.co.uk/news/petermullen/100167165/if-tax-avoidance-is-immoral-then-our-laws-and-our-morals-have-parted-ways/
http://www.accountingweb.co.uk/blog-post/more-tax-avoidance-nonsense
http://www.accountingweb.co.uk/blog-post/more-tax-avoidance-nonsense
http://www.guardian.co.uk/commentisfree/2012/jul/24/forget-cash-in-hand-tax-avoidance-systemic
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Is paying tax a moral issue?

As the famous American jurist Oliver Wendell Holmes once said,
‘Taxes are the price we pay for a civilised society’ [Ref: Wiki
Quote], and recent events in the UK have fostered this notion
that tax compliance is the mark of a moral and responsible
citizen. For instance, during the 2012 London mayoral election,
the three leading candidates were moved to release their
personal tax details [Ref: Telegraph]. Similarly, when it was
revealed that Gary Barlow was involved in a tax avoidance
scheme, there was a clamour for the singer to return his
recently awarded OBE, as he had failed to uphold the standards
of citizenry which the honour represented [Ref: BBC News].
Columnist David Aaronovitch argues that how one pays one’s
taxes is a matter of conscience, an indication of one’s morals:
‘One cornerstone of moral systems is imagining what would
happen if everybody did the same thing. If we all found a Carr-
style way to avoid paying our taxes, would we be a better or a
worse society? The answer — criminals roaming unhindered,
the borders unpoliced, children uneducated, the sick left to
die at home — is obvious, and that should be the basis for a
conscience-based decision on paying tax.’ [Ref: The Times]. In
contrast, some have suggested that making how much tax one
pays a moral and political issue reduces morality and politics
to mere accountancy [Ref: spiked]. Others have asserted that
it is ‘morally wrong to suggest to pupils that paying high taxes
is a good thing’ [Ref: Daily Mail]. This position is echoed in the
diaries of George Orwell, as in 1940 he wrote: ‘[I] would dodge
paying the tax if | could. Yet | would give my life for England
readily enough, if | thought it necessary. No one is patriotic
about taxes’ [Ref: Orwell Diaries].
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http://en.wikiquote.org/wiki/Oliver_Wendell_Holmes,_Jr.
http://en.wikiquote.org/wiki/Oliver_Wendell_Holmes,_Jr.
http://www.telegraph.co.uk/news/politics/conservative/9188663/Boris-Johnson-and-Ken-Livingstone-release-personal-tax-details.html
http://www.bbc.co.uk/news/uk-politics-18540647
http://www.thetimes.co.uk/tto/opinion/columnists/davidaaronovitch/article3450695.ece
http://www.spiked-online.com/site/article/12326/
http://www.dailymail.co.uk/debate/article-2179890/It-morally-wrong-suggest-pupils-paying-high-taxes-good-thing-contributes-better-society.html
http://orwelldiaries.wordpress.com/2010/08/09/9-8-40/
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