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Introduction 

Tax evasion can be traced back to ancient times, but recently has received more and more 

attention through the growing awareness to the issue through the financial crisis. Corruption and tax 

evasion can create unfair competition through the bribing of individuals or partnerships. This is a great 

problem as it creates issues within economies, such as a reduction of money that can be used for public 

services and the refurbishing of vital things such as schools, hospitals and numerous other provisions by 

the state. There is a growing need to fight the unfair nature of corruption and tax evasion, seeing as it limits 

the capacity of money that the government can use to implement policies to improve socioeconomic issues 

within the country. Less Economically Developed Countries 

(LEDCs) especially will struggle to set up new schools and 

build up their economies if large businesses that have 

significant influence on the country’s economic wellbeing 

are evading or avoiding the taxes that they must pay.  

 

Definition of Key Terms   

Taxes 

Taxes are involuntary fees put on individuals 

or corporations enforced by the government to finance 

government activities. “Taxes fall on whomever pays the 

burden of the tax, whether this is the entity being taxed, like 

a business, or the end consumers of the business's goods.” 

Tax Fraud  

Tax fraud occurs when an individual or business 

falsifies information on a tax return in order to decrease the amount of tax liability. Tax fraud essentially 

entails cheating on a tax return to avoid paying the entire tax obligation.  

Tax Avoidance 
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Tax avoidance is the use of legal methods to change an individual's financial situation to lower the 

amount of income tax owed, it differs from tax evasion as it is not illegal and unreported.  

Tax evasion   

Non-payment or under payment “of taxes, usually by deliberately making a false declaration or no 

declaration to tax authorities – such as by declaring less income, profits or gains than the amounts” earned, 

or by overstating deductions, using physical cash to prevent traceability in some situations.  

Corruption  

“Grand corruption consists of acts committed at a high level of government that distort policies or 

the central functioning of the state, enabling leaders to benefit at the expense of the public good.” 

Capital Tax  

Capital tax is a tax on a corporation's capital, consisting of capital stock and surpluses. Capital tax 

is applicable to capital owned by a company, contrasting income taxes, these are charged regardless of 

the profitability of the firm. 

Income Tax  

An income tax is a tax imposed on income generated by businesses and individuals. It is required 

by to file an income tax return annually to determine their tax obligations. Income taxes are a source of 

revenue for governments.  The money that is made through the collection of taxes is used for the funding 

of government services and  

Tax Gap 

This is the difference between the total amount of taxes owed to the government and the amount 

that is received. This creates a large gap in income for the government, meaning there will be less money 

to be spent on government services and civil goods etc.  

 

Background Information  

Tax Evasion 

 Tax evasion requires the use of illegal methods to avoid paying proper taxes, tax avoidance 

uses legal means to lower the obligations of the taxpayer, meaning that the avoidance of paying taxes has 

serious repercussions, such as jail time and large fines for big corporations. Deferring the payment of taxes 

through charities is one mechanism of tax evasion in some circumstances.  

The estimated “tax gap” by the Internal Revenue Service is as high as $450 to $500 billion a year. 

The tax gap is a term used to describe the difference between the amount of payed taxes and the amount 

owed by businesses. 

The taxes that are due to be paid by corporations or firms or private owners equally are withheld 

from the government by storing assets offshore so that they go unreported; this means that it will not be 

taxed in the country that the business might be earning money in.  
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Major Countries and Organizations Involved 

European Commission   

Developing plans on the coming years for company taxation and problems in company taxation of 

the Member states, branch of the EU that is responsible for the Unions political decisions and strategies. 

 Consists of 53 executive agencies/departments  

 Anti-Fraud Office (OLAF) investigates corruption and misconduct, and develops anti-fraud policies 

 Carries out investigations into fraud and corruption in the EU  

United Nations Office on Drugs and Crime (UNODC) 

 Office focuses mainly on the fight against international crime and drugs.  

 Established in 1977, mainly relies on contributions from governments and donations 

 5 main areas that the UNODC focuses on:  

 Organized crime and trafficking  

 Corruption  

 Crime prevention and criminal justice reform  

 Drug abuse prevention and health  

 Terrorism prevention  

 Corruption: publishing reports on tax corruption across the world as well as actively working 

towards the prevention of tax evasion  

World Bank  

Studying countries on tax corruption/tax evasion, publishing papers and educating on the impacts 

of tax evasion as well as many projects initiated to help countries stop tax corruption  

 Goals to end extreme poverty by reducing the share of the global population that lives in extreme 

poverty and to promote shared prosperity by increasing incomes in 40% of people in every country  

 The world bank is one of the biggest sources of funding in developing countries, committed to 

ending poverty and promoting sustainable development 

Timeline of Events 

Date Description of event 

October 2011 “The Commission presented its new plans for the coming years for company 

taxation in the European Union in a Communication identified several steps which 

could be taken to remove individual tax obstacles to cross-border trade in the 

Internal Market and the Commission and Member States are currently discussing 

these.” 
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September 20, 2016 The European council of the European Union approved the conclusion of an 

agreement with Andorra that will improve tax compliance by private savers. 

Exchanging information, improving transparency. 

 

April 27, 2017 The Criminal Finances Act received Royal Assent. This legislation introduced two 

new corporate criminal offences of failure to prevent criminal facilitation of tax 

evasion. Legislation introduced for the United Kingdom and Abroad, preventing 

the deliberate facilitation of Tax evasion 

 

Relevant UN Treaties and Events 

United Nations Convention Against Corruption  

 Only universally legally binding anti-corruption document. 

 “five main areas: preventive measures, criminalization and law enforcement, international 

cooperation, asset recovery, and technical assistance and information exchange.” 

G20 2017- Discussions between nations to try and stop corruption and close loopholes in the 

Financial System. 

 

Development Policy Loan 

Set up by the World Bank for Ukraine, “promote good governance, transparency, and accountability in the 

public sector, strengthen the regulatory framework and reduce costs of doing business.” This could set an 

example for many countries struggling with transparency and such issues addressed and encourage them 

to set up similar policies.  

 

Tax Management Act 1970 

Imposes criminal liability on an entity “who is 'knowingly concerned ' in the fraudulent evasion of income 

tax by him or another person.” 

 

Value Added Tax Act 1994 

Creates specific offences relating to the deliberate non-payment of VAT. 

 

Resolution 2010/33 Economic and Social Council (ECOSOC) 

 appealing to member states to contribute to the trust fund for international cooperation. 

 proposal of a code of conduct on cooperation of combatting International Tax evasion adopted by 

committee. 
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Previous Attempts to Solve the Issue 

 Economic and Social Council Resolution April 20, 2017- United Nations Code of Conduct on 

Cooperation in Combating International Tax Evasion. 

 In 2016 the Inter-Agency Task Force on Financing for Development agreed to a proposal for a ‘UN 

Code of Conduct in Combating International Tax Evasion (2016)’ 

 G20 2017- High Level Principles on Countering Corruption in Customs: reforms to facilitate trade 

by lowering costs, streamlining customs procedures, reducing unnecessary regulatory burdens and 

strengthening trade-enabling services. 

Possible Solutions 

Possible solution for this global issue that needs to be tackled in order to establish a fair taxation 

system where everybody pays the amount that is due and the government can use this money in order to 

ensure a stable economy and social growth of a country would be to possibly set up a worldwide system 

that monitors all global scale corporations and their branches all over the world. This would allow Less 

economically developed countries to collect the tax that is due in their country as the spending and income 

would be transparent nationally. This would eliminate the ability for a company to keep their money 

offshore or hidden in a different country to avoid taxation in countries where it has a large influence and 

large incomes that will be then consequentially be left untaxed.  

In addition, there should be more education on the repercussions of tax evasion and corruption in 

general, especially in educational systems as there is a growing need to educate the younger generation 

on the effects that this may have on the rest of the population and develop an awareness for the fact that 

these things are happening. Added to this there should be more repercussions for corporations that are 

known tax evaders and that this information is open for the public to know so they can inform themselves 

better about if they would like to invest their trust and money into this company or if they do not want to 

support this.  
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