57. Ethics, Multinationals and Tax Avoidance
1. Fill in the Gaps
__________________________ firms have operating divisions around the world. This gives them the opportunity to take advantage of the widely differing wage rates paid in different countries and makes it easier to minimise the taxes companies pay as a % of their _________________. Avoiding paying tax is _____________, but is it ethical? If ordinary people have to pay their taxes, why should a huge business such as Mondelez (owners of Cadbury and Oreo Cookies) pay relatively little? In 2013 and 2014 Barclays paid a lower rate of income tax than a nurse.   
Missing words from: moral, legal, revenues, multinational, profits 
2. Answer the questions on this data
	Mondelez International
Income statements 2014 and 2013

	 

	2014
	2013

	Operating income
	$34,244m
	$35,299m

	Pre-tax profit
	$2,554m
	$2,392m

	Profit tax
	$353m
	$60m

	Profit after tax

	$2,201m
	$2,332m

	*Annual Accounts Year end 31st December


	
	2.1 Calculate the % tax rate paid by Mondelez in 2013 and 2014 
2014: __________________2013:____________________ 

2.2 Explain why some people might think it’s wrong for Mondelez to work so hard at avoiding paying standard taxes.
_______________________________________________
_______________________________________________

_______________________________________________

	2.3 Mondelez is known to use the Channel Islands ‘tax haven’ as a way to minimise its tax bills. Should the government make this illegal or is it better to let businesses get on with their own decisions?
______________________________________________________________________________________  


_______________________________________________________________________________________________

3.  Briefly explain:
How a multinational car company could be ethically justified in employing factory staff in India at 50p an hour.

______________________________________________________________________________________

______________________________________________________________________________________

4. Data Response
[image: image1.emf]Data for a multinational producer of tractors
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4.1 Why may the Bolivian government have lighter pollution regulations than the USA? ______________________
______________________________________________________________________________________

______________________________________________________________________________________

4.2 Give one reason why the U.S. branch of this business might have a higher profit margin than the Bolivia branch. 
______________________________________________________________________________________

______________________________________________________________________________________
57. ANSWERS - Ethics, Multinationals and Tax Avoidance
1. Multinational … profits … legal
2.1 Mondelez 2014: 13.8%   2013: 2.5%
2.2 Because someone has to pay for police, education etc. Why should it be paid mainly by wage-earners? Shouldn’t wealthy companies and shareholders contribute fully?
2.3 The ‘laissez-faire’ case is that allowing freely made decisions encourages entrepreneurship and therefore raises the economic growth rate.

The case against (ie making it illegal) is that companies have at least as great an obligation to support society as any individual.

3.1 If the usual wage rate in India is below 50p an hour, there could be a case for ‘boosting’ income levels through this wage rate; also, any employment may be better than none (or better than rural underemployment)
4.1 Perhaps because large multinationals have persuaded the government that the only way to attract inward investment is to have light-touch regulation. 

4.2 As the US consumer is wealthier, it may be that prices charged are so much higher that it’s possible to make higher profit margins even though wage rates are 4-5 times higher.
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