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Welcome Letter by the Secretary Generals 

Dear Delegates, 

we, the secretariat of HamMUN 2019, would like to give a warm welcome to all of you that 

have come from near and far to participate in the 21st Edition of Hamburg Model United 

Nations. We hope to give you an enriching and enlightening experience that you can look back 

on with joy.  

Over the course of 4 days in total, you are going to try to find solutions for some of the most 

challenging problems our world faces today. Together with students from all over the world, 

you will hear opinions that might strongly differ from your own, or present your own divergent 

opinion.  We hope that you take this opportunity to widen your horizon, to, in a respectful 

manner, challenge and be challenged and form new friendships.  

With this year’s slogan “Shaping a New Era of Democracy” we would like to invite you to 

engage in and develop peaceful ways to solve and prevent conflicts. To remain respectful and 

considerate in diplomatic negotiations in a time where we experience our political climate as 

rough, and to focus on what unites us rather than divides us. As we are moving towards an even 

more globalized and highly military armed world, facing unprecedented threats such as climate 

change and Nuclear Warfare, international cooperation has become more important than ever 

to ensure peace and stability. 

During the last year our team has worked tirelessly to turn HamMUN into a platform for you, 

where you can grow as a person, step out of your comfort zone and be the best delegate you 

can possibly be. We can’t wait to share it with you and are looking forward to an unforgettable 

time.  

Yours Sincerely, 

Leah Mathiesen & Tobias Hinderks 

Secretary Generals 
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Introduction Letter by the Chairs 

Dear delegates,  

We would like to offer you a warm welcome to ECOSOC HamMUN 2019! We are very excited 

that you have chosen to participate in ECOSOC and are confident it will be a wonderful 

weekend full of productive debates, but also a lot of fun! We have complete faith that the 

HamMUN team will make this a great experience for you and hope we can do the same.  

For this year’s ECOSOC, we wanted to discuss topics that are relevant to today’s world and 

everyone living in it. Furthermore, we wanted to choose issues for which a solution is only 

possible if there is multilateral cooperation. Neither of these problems can be solved by one 

country alone, so they remind us once again why ECOSOC, and the UN as a whole, are so 

important. Both of these topics will require you to think critically about every aspect of them 

and decide where compromises must be made in order to reach a solution.  

This study guide serves both as a starting point of your research and a sense of the scope of the 

topics. Although reading the study guide is a great starting point there is much more information 

out there and we urge you to find out as much as you can about ECOSOC, the topic and your 

country. Where you go with these topics in both your research and the debate is up to you. It is 

ultimately your responsibility to thoroughly informed about the topic, and to steer the debate 

according to what you find.  

Our aim in this committee is not only to effectively guide the debate, but also to create an 

atmosphere in which you can come to us for help if you need any. To that end, we have left our 

email addresses below. If there is anything you would like to ask or tell us before the conference 

you are more than welcome to e-mail us in the coming weeks. 

We cannot wait to meet you all in November!  

Kind regards,  

Your chairs: Maxime, Wassim & Erik  
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Introduction to the Committee 

The Economic and Social Council (ECOSOC) is one of the six main organs of the UN, as 

established by the UN Charter in 1946. The body’s focus is the coordination, policy review and 

recommendation on economic, social and environmental issues. Furthermore, ECOSOC also 

focuses on the implementation of internationally agreed development goals, such as the SDGs. 

ECOSOC supervises and supports subsidiary bodies of the United Nations in economic, social 

and environmental fields.  

The Sustainable Development Goals (SDGs) are 17 development goals developed by the UN 

in 2015 and adopted by all United Nations Member States as a global action to end poverty, 

protect the planet and environment and emphasize peace and prosperity by 2030. The SDGs are 

a bold statement from the international community to face strongly the challenges that the world 

is facing today. 

A wide range of stakeholders work closely with ECOSOC, such as policymakers, academics 

and NGOs. They engage in productive dialogues on sustainable developments through a cycle 

of meetings. The work of ECOSOC is based on an issue-based approach, and there is an annual 

theme, which focuses the discussions with stakeholders. The theme of ECOSOC for 2019 is 

‘Empowering people and ensuring inclusivity end equality’. 

The key focus of ECOSOC is the sustainable development of our economies, through 

international cooperation and the implementation of internationally agreed sustainable goals, 

with the Sustainable Development Goals (SDGs) as main reference.  

A perfect example of the work of ECOSOC would be the promotion and development of rural 

development in Madagascar, as a result of a public-private alliance. This project perfectly 

reflects the work of ECOSOC, as it promotes the development of those in need, through the 

collaboration with various stakeholders. 

The financing of the sustainable developments that ECOSOC 

supports is also of utmost importance, as is the coordination of 

humanitarian aid in countries or regions with the greatest needs. 
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Topic A: Addressing the Economic Consequences of Climate 

Change in LDCs 

1. Definition of key terms 

Before introducing the topic, it is important to understand key terms with regards to this topic.  

First, a ‘stakeholder’ is defined as an actor that has an interest, a legal obligation or moral right 

in the decision or outcome of an organization.1 With regards to ECOSOC, the main stakeholders 

involved are NGOs, policymakers and academics. 

Next, ‘the primary sector’ of an economy is the industry of the extraction and collection of 

natural resources. Agriculture, forestry and fishing are perfect examples of this. Most 

developing economies are still very dependent on the primary sector. 

Another term that will often be used in this chapter is ‘sustainability’. In layman’s terms, this 

is defined as the ability of meeting our own needs, without compromising the needs of future 

generations.2  Sustainability is based on three principles, namely economic development, social 

development and environmental protection. 3 

2. Introduction 

Least Developed Countries (LDCs)4 are defined as low-income countries, facing severe burdens 

in their long-term development. These countries are highly vulnerable to economic and 

environmental shocks. For decades, it has been a priority for the international community to 

support these vulnerable countries in their development, while taking into consideration the 

environmental consequences and externalities of this development. 

LDCs are characterized by political instability, low governmental transparency, internal 

conflicts and sometimes external conflicts. The economies of LDCs are identified by a low 

level of socio-economic development, weak human and institutional capacities and scarce 

financial resources.5 

 

 
1 https://www.britannica.com/topic/stakeholder 
2 https://www.mcgill.ca/sustainability/files/sustainability/what-is-

sustainability.pdf 
3 https://www.environmentalscience.org/sustainability 
4 https://www.un.org/development/desa/dpad/least-developed-country-

category.html 
5 http://unohrlls.org/about-ldcs/ 

https://www.britannica.com/topic/stakeholder
https://www.mcgill.ca/sustainability/files/sustainability/what-is-sustainability.pdf
https://www.mcgill.ca/sustainability/files/sustainability/what-is-sustainability.pdf
https://www.environmentalscience.org/sustainability
https://www.un.org/development/desa/dpad/least-developed-country-category.html
https://www.un.org/development/desa/dpad/least-developed-country-category.html
http://unohrlls.org/about-ldcs/
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LDCs’ economies lack in diversification and are mostly agrarian economies, and therefore 

dependent on the cultivation of land. Their export capacity is characterized by the export of 

commodities and is easily destabilized by trade shocks. An example of this is the strong 

dependence of Burkina Faso’s economy on adequate rainfall each year.6 Cycles of low 

productivity and low investment heavily affect their economies. The manufacturing sector is 

known for its multiple attempts to diversify. Textiles and clothing have been created from their 

labour-intensive economies.  However, no substantial change has been made in order to adapt 

their economies. LDCs are still too dependent on external financing and have not been able to 

independently manage sustainable economic growth, which trapped them in a vicious poverty 

cycle.  

There are currently 47 countries identified as Least Developed Countries, 33 of which are 

African countries. They account for over 880 million people, representing 12% of the world 

population. While accounting for less than 2% of the global GDP and around 1% of the global 

trade in goods.7 

The identification of LDCs is based on three criteria8, namely the gross national income per 

capita (GNI per capita), the human assets index (HAI) and the economic vulnerability index 

(EVI). All the three criteria must respect the following threshold values, in order to be included 

in the list and graduate from following list:  

  Inclusion Graduation 

GNI per capita $1,025 or below $1,230 or above 

 

 
6 

https://www.un.org/en/ecosoc/meetings/2005/hl2005/ECOSOCinfo%20rev%2

0et.pdf 
7 https://www.un.org/development/desa/dpad/least-developed-country-

category/ldc-data-retrieval.html 
8 https://www.un.org/development/desa/dpad/least-developed-country-

category/ldc-criteria.html 

https://www.un.org/en/ecosoc/meetings/2005/hl2005/ECOSOCinfo%20rev%20et.pdf
https://www.un.org/en/ecosoc/meetings/2005/hl2005/ECOSOCinfo%20rev%20et.pdf
https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-data-retrieval.html
https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-data-retrieval.html
https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-criteria.html
https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-criteria.html
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HAI 60 or below 66 or above 

EVI 36 or above 36 or below 

The first indicator - GNI per capita - is an indicator of income-generating capacity, the extent 

to which an economy generates income. It is the total amount of money earned by a nation’s 

people and businesses. In other words, the GNI per capita is a measure to track a nation’s 

wealth. The second indicator, the HAI, is an indicator of human capital. The HAI is a composite 

indicator which includes both health and education indicators. Human Assets Index is a measure 

of the population being able to contribute to the development of its economy, based on health 

and education of the population. The third indicator, the EVI, is an indicator of structural 

vulnerability to exogenous shocks. This indicator is a composite of both shock and exposure 

measures. The EVI measures to what extent a country is exposed to shocks and what effect 

these shocks might have on its economy. The first two indicators underline that LDCs are 

defined by their capacity in creating income and human capital, and thus long-term economic 

development. Moreover, their vulnerability to shocks is also important in their definition, as is 

identified by the third indicator. LDCs are often stuck in a dangerous spiral, where external 

shocks heavily affect their economies. Climate change has substantially given birth to numerous 

shocks, which have had disastrous effects on the economies and livelihoods of LDCs. 

The ultimate goal of LDCs, under the support of the international community, is their 

graduation from this list. In order to graduate, countries must fulfil at least two of the three 

graduation criteria as mentioned above in the table. However, if their GNI per capita is at least 

twice the graduation threshold, they are also eligible for graduation. 9 

3. Climate change in LDCs 

“Already at just 1°C of warming we are seeing the devastating 

impacts of climate change; lives and livelihoods are being lost. 

There is only so much suffering we can take […] We suffer the 

 

 
9 https://www.un.org/development/desa/dpad/least-developed-country-

category/ldc-graduation.html 

https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-graduation.html
https://www.un.org/development/desa/dpad/least-developed-country-category/ldc-graduation.html
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impacts of climate change first and the worst, although barely contributing to its cause”, Mr. 

Wangdi, Chair of the LDC group, speaking at the 50th session of the UN climate change 

negotiations in Bonn, Germany, last June. Mr. Sonam Phuntsho Wangdi points out in this 

statement that LDCs are the most vulnerable to the consequences of climate change, and yet 

have done the least to contribute to the problem.10 

Climate change is seen as an aggravating factor of existing handicaps and many indicators to 

identify LDCs. Dependence on climate-sensitive sectors, such as agriculture, makes their 

economies and livelihoods vulnerable to climate change impacts. However, LDCs have agreed 

on keeping the emission level to 1.5%, as agreed upon in the Paris Agreement by the 

international community. This level of ambition will require an increased effort of both LDCs 

and the international community. The question if LDCs will be able to achieve the SDGs, that 

were introduced in 2015 remains. Research has demonstrated that climate change impedes 

substantially the ability of LDCs to achieve most SDGs.11 

Each LDC has a different economic landscape, geographic location and available resources, 

and therefore is impacted differently by climate change. Therefore, making a generalization of 

the consequences of climate change on all LDCs would be inaccurate. We will, however, 

attempt to discuss the few similarities that exist. In Africa, climate change has impacted LDCs 

with an increased stress on water availability, increased vulnerability on an already vulnerable 

agrarian economy, uncertain rainfall changes and an increase in health vulnerabilities. 

In Asia, climate change has primarily impacted LDCs through the increased scarcity of water, 

the unstable rice yields, and the extreme climate events that have plagued the region. Climate 

change will have a direct impact on the GDP of numerous LDCs. The scarcity of water, which 

is a common threat to most LDCs, will directly impact the output of these mostly agrarian 

economies and therefore their competitiveness on the global stage. 

Coral reef degradation will heavily affect several communities and will also have negative 

effects on tourism. In other countries, the instability of the water 

supply decreases GDP growth by up to 38 percent. The work force 

of affected countries will also be directly impacted by climate 

 

 
10 http://www.ldc-climate.org/press_release/worlds-poorest-demand-

accelerated-action-on-climate-change/ 
11 https://pubs.iied.org/pdfs/17298IIED.pdf 

http://www.ldc-climate.org/press_release/worlds-poorest-demand-accelerated-action-on-climate-change/
http://www.ldc-climate.org/press_release/worlds-poorest-demand-accelerated-action-on-climate-change/
https://pubs.iied.org/pdfs/17298IIED.pdf
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change. The combination of rising temperatures and lower water supply influences people’s 

ability to work and therefore impacts directly one of the main drivers of an economy: labour. 

This effect might reduce labour productivity by up to 27%.12 

4. Vulnerability to climate change 

The Intergovernmental Panel on Climate Change (IPCC), which is considered to be one of the 

leading scientific international body for the assessment of climate change, defines vulnerability 

as “the degree to which a system is susceptible to, and unable to cope with, adverse effects of 

climate change, including climate variability and extremes. Vulnerability is a function of the 

character, magnitude, and rate of climate change and variation to which a system is exposed, 

its sensitivity, and its adaptive capacity”. According to the IPCC, climate change will affect 

different energy sources and technologies differently, depending on the resources (water flow, 

wind, insolation), the technological processes (cooling), or the locations (coastal regions, 

floodplains) involved.  

5. Impact of climate change on primary sector 

Impacts of climate change on primary industries of developing countries are wide ranging. 

Direct physical impacts include damage to infrastructure, capital assets and related business 

cycles. Key findings of the IPCC which were published by the University of Cambridge widely 

focus on four areas: natural resource availability, transport infrastructure, water security and 

labour. According to the report, an increase in climate-induced weather-related hazards (such 

as forest fires, flooding, and windstorms) may affect the viability of mining operations, 

depending on their geographic location. This could increase operation, transportation, and 

decommissioning costs. Furthermore, sea-level rise may affect some transport infrastructure, 

and so present a risk to the production and transport of industrial materials since commercial 

trade in raw materials such as mineral ore, and in commodity products such as aluminium, steel 

and chemicals, relies on road, rail, and sea transport. In this scenario, rail beds, bridges, ports 

and pipelines for transport can be affected due to the constant sea 

level rise and recurrent heatwaves. Climate changes’ direct 

implications on reduced availability of renewable surface water 

 

 
12 https://pubs.iied.org/pdfs/17298IIED.pdf 

https://pubs.iied.org/pdfs/17298IIED.pdf
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and groundwater resources will further result in reduced power generation, operation at reduced 

capacity, and the temporary shutdown of power plants. 13 

6. Risks & Mitigation 

Climate change will have physical impacts, such as rising sea levels, increase in global 

temperatures and an increase in occurrence of extreme weather events. This could destabilize 

the security of energy supply, reduce the availability and accessibility of natural resources, 

threaten industrial and transport infrastructure and reduce labour productivity as a whole.14 

Absolute reductions in emissions from industry will require efficiency improvements in all parts 

of the life cycle. Emissions can also be reduced by curbing demand. In this regard, the three 

main mitigation strategies include emission efficiency - the reduction of the amount of 

emissions per unit of energy used, generally by switching to low-carbon energy sources-; 

energy efficiency - the improvement of the ratio of energy consumption to production of 

materials; and material efficiency - the reduction of the amount of raw material needed to create 

a product. 15 

7. Adapting economies: Impact Investment and Green Finance 

The IPCC, alongside the Food and Agriculture Organization of the United Nations (FAO), 

defines ‘adaptive capacity’ as the ability (or potential) of a system to adjust successfully to 

climate change (including climate variability and extremes), which will enable it to: (i) 

moderate potential damages; (ii) to take advantage of opportunities; and/or (iii) to cope with 

the consequences. Climate change is nowadays considered as one of the greatest threats to 

humanity16, threatening water and food security, health and livelihoods. In order to better adapt 

our economies to climate change, there is a need to consider climate change as an investment 

opportunity, since it is believed that bold climate action could trigger USD 26 trillion in 

economic benefits by 2030 and create around over 65 million new jobs. 

 

 
13 https://www.ipcc.ch/site/assets/uploads/2018/03/SREX-Chap4_FINAL-

1.pdf 
14 http://www.fao.org/3/k2595e/k2595e00.pdf 
15 

https://www.iea.org/publications/reports/MaterialEfficiencyinCleanEnergyTra

nsitions/ 
16 https://www.theguardian.com/tv-and-radio/2019/apr/18/climate-change-the-

facts-review-our-greatest-threat-laid-bare-david-attenborough 

https://www.ipcc.ch/site/assets/uploads/2018/03/SREX-Chap4_FINAL-1.pdf
https://www.ipcc.ch/site/assets/uploads/2018/03/SREX-Chap4_FINAL-1.pdf
http://www.fao.org/3/k2595e/k2595e00.pdf
https://www.iea.org/publications/reports/MaterialEfficiencyinCleanEnergyTransitions/
https://www.iea.org/publications/reports/MaterialEfficiencyinCleanEnergyTransitions/
https://www.theguardian.com/tv-and-radio/2019/apr/18/climate-change-the-facts-review-our-greatest-threat-laid-bare-david-attenborough
https://www.theguardian.com/tv-and-radio/2019/apr/18/climate-change-the-facts-review-our-greatest-threat-laid-bare-david-attenborough
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Climate change and environment are perceived by the international community as a way to 

leverage technology to transform the economy. Ensuring that growth does not come at the 

expense of the environment requires a framework for green technology. Additionally, large 

private sector investment requires investor confidence and a good understanding of the macro-

economic environment and how policy and financial de-risking measures can increase such 

confidence.  

Taking the example of Ghana which has demonstrated strong political will in raising the 

ambition of its climate agenda, as showcased by the Nationally Determined Contributions 

(NDCs).17 Implementation and Investment Plan, the Coordinated Programme of Economic and 

Social Development Policies 2017–2024 (CPESDP), as well as the Ghana Sustainable 

Development Goals Indicator Baseline Report led by the President of the Republic of Ghana as 

Co-Chair of the Eminent Group of Sustainable Development Goals. To combat climate change, 

Ghana is also promoting the use of renewable energy and low carbon electricity generation, 

clean cooking stoves, reducing deforestation, building the resilience of farmers, and investing 

in sustainable infrastructure.  

8. Past initiatives 

The UN reduction of LDCs’ economic marginalization on the global stage dates back to the 

1980s. In the late 1960s, the UN recognized the LDCs as being the most vulnerable of the 

international community, and that an increased attention and support was required for these 

countries. A rising trend of population booms has been recognized as an aggravating factor in 

the development of LDCs18. In 1981, at the First United Nations Conference on the LDCs in 

Paris, a comprehensive program for the 1980s was adopted. The second edition of this 

conference was held in 1990, once again in the French capital, followed by the third edition in 

2001 in Brussels. 

Even though these 3 conferences gave birth to numerous programs19 aimed at supporting LDCs 

in their socio-economic, human, sustainable and environmental 

development, most SDCs are still far from meeting the agreed 

 

 
17 https://unfccc.int/process-and-meetings/the-paris-agreement/nationally-

determined-contributions-ndcs 
18 https://time.com/5621885/climate-change-population-growth/ 
19 http://unohrlls.org/about-ldcs/ 

https://unfccc.int/process-and-meetings/the-paris-agreement/nationally-determined-contributions-ndcs
https://unfccc.int/process-and-meetings/the-paris-agreement/nationally-determined-contributions-ndcs
http://unohrlls.org/about-ldcs/
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goals, such as the MDGs20, at these conferences. Several decades of international support have 

been insufficient and unable to meet the specific needs of LDCs and have led to the current 

critical situation. 

The LDC Group have also developed several initiatives21 that would better address the issues 

they face, in order to support and facilitate a transition towards a climate resilient future. These 

initiatives focus on key areas for the long-term development of LDCs and include access to 

renewable energy and capacity building in climate research. One of these initiatives is the ‘LDC 

Renewable Energy and Energy Efficiency Initiative for Sustainable Development’ (LDC 

REEEI). This initiative supports the development of affordable and sustainable renewable 

energy solutions and promotes models of sharing energy that would empower communities in 

their energy generation. The ‘LDC Initiative for Effective Adaptation and Resilience’ (LIFE-

AR) is another measure developed by the LDC Group and aims to develop a climate resilient 

future in all LDCs by 2050. The LDC Group also developed the ‘Least Developed Countries 

Universities Consortium on Climate Change’ (LUCCC), which focuses on climate action 

through knowledge sharing, capacity building and adaptation measures, such as education and 

research. 

By 2020, LDCs are invited to formulate and communicate long-term, low greenhouse gas 

emission development strategies, in order to put the goals of the Paris Agreement into practice.  

9. Key questions to be addressed:  

(1) Should LDCs be held to the same sustainable standards as developed nations?  

(2) To what extent should the environmental consequences of LDCs’ sustainable 

development be taken into consideration?  

(3) Through which instrument(s) will the LDCs’ long-term development be funded? 

(4) How will LDCs formulate an ambitious and realistic long-term strategy by 2020? 

(5) Should the private sector play a role in the sustainable 

development of LDCs?  

  

 

 
20 https://www.who.int/topics/millennium_development_goals/about/en/ 
21 http://www.ldc-climate.org/about-us/long-term-initiatives/ 

https://www.who.int/topics/millennium_development_goals/about/en/
http://www.ldc-climate.org/about-us/long-term-initiatives/
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Topic B: International cooperation in fairly and effectively 

collecting tax revenue from multinational companies 

1. Definition of Key Terms  

Before examining the details of tax collection, it is important to define the terms that are relevant 

to this topic. First of all, the terms “fairly” and “effectively” are very important to consider. 

Effectively taxing these multinational corporations means preventing all the potential abuses of 

differing tax systems, so that multinationals pay the full amount they are due in each jurisdiction 

they operate in. Fairly taxing multinationals means many different things. First of all it is 

important to be fair to multinationals in recognizing that they are not all the same. Where and 

how they are taxed should depend on what kind of operation they have in which country. It is 

fair to insist every corporation pays all the taxes they are due to pay. But that is not the same as 

taxing them twice for the same activity when they operate in different countries. Multinational 

corporations should not be charged a higher tax rate because operating in more countries, but 

they should not be able to use their multinationalism to avoid taxes either. Secondly fairness is 

also about the countries involved. Each country has vastly different ways of taxing corporations 

within their borders, not all countries have the same bargaining power and each country has 

different interests when it comes to creating international frameworks. Any framework 

addressing international taxation should take all of this into account.  

A multinational corporation (MNC), or multinational enterprise (MNE), is a company that has 

business operations in multiple countries. Generally, an MNC has its headquarters in one 

country and owns subsidiaries that operate in other countries.22 

Pre-tax profit entails the profit a corporation made, after all costs, including interest and 

depreciation, are taken out of total revenue. The only thing that is not accounted for is the tax. 

Those profits become net income, once tax liability is also taken into account.23 Corporate 

income tax is this tax liability.24 A country’s tax base is all of the 

 

 
22 https://www.britannica.com/topic/multinational-corporation.  
23 https://financial-dictionary.thefreedictionary.com/Pre-Tax+Profit  
24 https://www.britannica.com/topic/income-tax.  
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corporate and individual income put together, constituting the total amount that the country’s 

tax rate can then be applied to.25 

The statutory tax rate for a company is the rate that the law specifies. It is the portion of pre-tax 

profits that a company is supposed to be charged in taxes, regardless of what is actually paid. 

The effective tax rate (ETR) is the average portion of pre-tax profits that a company is paying 

in reality.26 

A tax haven is a jurisdiction where the income or corporate tax rate is zero or extremely low. 

Tax havens also have very lax conditions for the activities that allow a corporation or person to 

register in that country. This means a corporation could have no business in the country, but 

still be registered there for the purposes of taxation. Tax havens are also associated with a lack 

of transparency and communication regarding its policies.27 A tax shelter on the other hand is 

any way of keeping income from being taxed. This can be any type of investment and does not 

necessarily refer to a physical place.28  

Tax planning refers to the practice of aligning financial assets in the most efficient way possible 

when it comes to tax purposes. This is not illegal by default and it is not the same as tax 

avoidance either. It could simply mean ensuring the efficient use of all legally available tax 

deductions.29 

Foreign direct investment (FDI) refers to any assets owned in a country other than the owner’s 

home country. FDI generally concerns long-term investments. Any subsidiary or asset owned 

by a multinational corporation outside the country where it is headquartered is foreign direct 

investment.30 

Corporate social responsibility (CSR) has competing definitions, but it is generally agreed to 

mean that corporations should mitigate any external negative effects their activities have as 

much as possible, and many argue that it should also mean corporations should actively work 

to be a positive force in society.31 

 

 
25 https://www.investopedia.com/terms/t/taxbase.asp  
26 https://www.investopedia.com/terms/e/effectivetaxrate.asp  
27 https://corporatefinanceinstitute.com/resources/knowledge/other/what-is-

tax-haven/  
28 https://www.investopedia.com/terms/t/taxshelter.asp  
29 https://www.investopedia.com/terms/t/tax-planning.asp  
30 https://www.britannica.com/topic/foreign-direct-investment  
31 https://www.britannica.com/topic/corporate-code-of-conduct  

https://www.investopedia.com/terms/t/taxbase.asp
https://www.investopedia.com/terms/e/effectivetaxrate.asp
https://corporatefinanceinstitute.com/resources/knowledge/other/what-is-tax-haven/
https://corporatefinanceinstitute.com/resources/knowledge/other/what-is-tax-haven/
https://www.investopedia.com/terms/t/taxshelter.asp
https://www.investopedia.com/terms/t/tax-planning.asp
https://www.britannica.com/topic/foreign-direct-investment
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2. A Brief History of Tax Avoidance 

Tax havens have existed for centuries. In ancient Rome the government used tax free zones to 

draw business within their borders as well as to gain the support of the citizens living in certain 

areas. Colonial powers like England, Spain and the Netherlands used tax free zones to persuade 

people to move to the newly established colonies.32 

Starting at the end of the Second World War some jurisdictions started to work towards 

becoming tax havens with their policies. The first of these jurisdictions were Switzerland, 

Liechtenstein and US states; New Jersey and Delaware. A key characteristic of the jurisdictions 

that aim to be tax havens is their extremely flexible incorporation policy. It has become the 

standard that a company can be incorporated within 24 hours in these jurisdictions.33   

Tax havens continued to develop throughout the 20th century, until in the 1990s political 

sentiment turned against the tax havens. The OECD led initiatives to reduce tax competition 

and the European Union has emerged as a leader in the fight against tax avoidance through tax 

havens.34 

Regardless of these efforts, effective tax rate on corporate profits has gone down significantly, 

both for domestic and multinational corporations in the past 25 years.35 This can be attributed 

partly to the growth in the number and size of multinational corporations. Between 1970 and 

2000 the number of multinational parent companies increased from 7000 to 38’000, at which 

point the 300 largest of them accounted for a quarter of the world economy.36 Collecting tax 

revenue from multinational corporations is made difficult by the fact that closing loopholes in 

national tax law is not enough. Multinational corporations are able to use the differences in tax 

law in countries around the world to plan how they can pay as little taxes as possible. This way 

they can avoid even more taxes than domestic companies, because aside from exploiting 

 

 
32 https://www.offshore-protection.com/history-of-tax-havens  
33 http://www.historyandpolicy.org/index.php/policy-papers/papers/history-of-

tax-havens  
34 http://www.historyandpolicy.org/index.php/policy-papers/papers/history-of-

tax-havens  
35 https://doi.org/10.1016/j.jfineco.2017.04.001  
36 https://www.globalpolicy.org/empire/47068-a-brief-history-of-transnational-

corporations.html  

https://www.offshore-protection.com/history-of-tax-havens
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https://doi.org/10.1016/j.jfineco.2017.04.001
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loopholes, they can choose which countries’ tax law offers the most favourable loopholes to 

exploit and shift their profits there.37 

According to a 2017 OECD working paper up to as much as 10 % of global corporate tax 

revenue is lost due to multinational corporations shifting profits, exploiting the different tax 

systems and negotiating preferential tax agreements.38 This is where ECOSOC comes in. It can 

act as a forum of discussion to facilitate the closing of these mismatches between tax systems 

and potentially find a better way to tax multinational corporations.  

3. The Current Situation: 

3.1. Tax evasion vs. Tax avoidance 

Before looking further at this issue, a distinction must be made between tax evasion and tax 

avoidance. These terms might be used interchangeably sometimes but there is a difference, and 

it is useful to understand this difference. Regardless of what term is being used though, it is 

important to consider that just because something is not illegal does not mean it is not a problem. 

A big part of this ECOSOC discussion is how to ensure that the ways that companies legally 

shift their profits and avoid taxes are no longer legal in the future.  

Tax evasion is illegal, and often classified as a criminal offense depending on the country and 

the exact activity. In the United States, for instance, notorious gangster Al Capone was 

prosecuted for tax evasion, when there was insufficient proof to convict him of other crimes.39 

Tax evasion, whether criminal or not, is considered unlawful everywhere. Much of the debate 

regarding multinationals instead revolves around tax avoidance, which is what ECOSOC is 

focussing on at HamMUN 2019. Tax avoidance is about finding legal loopholes to avoid taxes. 

It is doing everything legally allowed to pay as little taxes as possible, so the point of it is that 

it complies with the letter of the law. However, it does not abide by the spirit of the law, but 

whether that makes an activity illegal will vary depending on which judge is asked. The tax 

collection agency in the UK for instance considers exploitation of tax laws illegal as well, and 

in 2018 the Court of Appeal agreed in a case between Goldman 

Sachs & Cargill and the tax agency.40 Even among those that agree 

 

 
37 https://papers.ssrn.com/abstract=427600  
38 https://doi.org/10.1787/9ea89b4d-en  
39 https://www.britannica.com/biography/Al-Capone  
40 https://economia.icaew.com/news/october-2018/hmrc-wins-79m-tax-

avoidance-case  
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it is legal enough to abide by the letter of the law there is debate over whether spending millions 

on legal advisors that find loopholes is fair or whether this is irresponsible behaviour.41  

Very often companies whose taxes are routinely corrected by tax audits are accused of tax 

avoidance, both by the auditor and the media. Tax avoidance is generally not illegal, yet auditors 

do correct the tax returns of companies attempting to avoid taxes.42 In Australia, for instance, 

increased audits collected 15 billion dollars in additional tax revenue. Tax reports were 

corrected for a range of activities, none of which were criminal, but all of them failed to fully 

comply with the law.43 This suggests that it is not completely legal either. It is possible to make 

the distinction between legal and illegal tax avoidance and argue that tax evasion goes even one 

step further because that is always illegal and can also be considered a crime. However, a key 

feature of tax havens is actually that in many tax evasions is not classified in criminal law, but 

rather in civil law. In Switzerland tax evasion was not considered a crime at all for a long time.44 

Even now Switzerland has relatively lenient criminal law regarding tax evasion compared to 

most jurisdictions.45 So if the CEO of a multinational corporation commits tax evasion in 

Switzerland, did they not commit a crime? And tax avoidance still constitutes a failure to meet 

all legal obligations to pay due taxes, so even if it is not explicitly illegal or criminal it is also 

difficult to call legal. A term that incorporates all of this is ‘illicit financial flows’, which 

includes both tax evasion and tax avoidance. Figure 1 below illustrates each of these terms in 

relation to each other.46  

 

 
41 https://doi.org/10.1007/s10551-018-4087-8  
42 http://ftalphaville.ft.com/2019/05/16/1557994769000/No--corporate-tax-

avoidance-is-not-legal/  
43 https://www.afr.com/politics/federal/ato-audits-reap-15b-in-unpaid-tax-

20191021-p532mi  
44 http://www.theguardian.com/business/2009/feb/05/tax-gap-avoidance-

switzerland  
45 https://iclg.com/practice-areas/business-crime-laws-and-

regulations/switzerland  
46 http://ftalphaville.ft.com/2019/05/16/1557994769000/No--corporate-tax-

avoidance-is-not-legal/  

https://doi.org/10.1007/s10551-018-4087-8
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https://www.afr.com/politics/federal/ato-audits-reap-15b-in-unpaid-tax-20191021-p532mi
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Figure 1: Graph showing the different definitions in terms of their legality 

3.2. National Tax Law and Multinational Corporations 

National tax laws are a reflection of the values of the societies they govern, so there is nothing 

inherently wrong with differences in tax law between legal systems. The problems lay where 

there are significant gaps within and between the different tax systems, which neither system 

accounts for. This allows multinationals to shift profits from one country to another until they 

only pay very low taxes in a country they barely operate in.  

There is this idea of corporate tax competition, a race to the bottom. Citizens everywhere are 

often deeply unhappy with their government for participating.47 Governments argue that they 

have to compete or suffer the economic consequences.48 It is important to examine where this 

idea comes from. Governments often lower their corporate tax rate because multinationals are 

shifting their profits into tax havens and they want to create an incentive to bring those profits 

back.49 But the fact is that in many tax havens the tax rates are so much lower than would be 

feasible for the host country that lower corporate taxes are hardly 

an incentive for the multinationals going through these tax havens. 

As visible in the Figure 2 below most of the profits end up in only 

 

 
47 https://www.ft.com/content/b0e15eda-8248-11e5-8095-ed1a37d1e096  
48 http://www.theguardian.com/world/2018/jun/20/multinationals-move-16bn-

from-australia-to-tax-havens-each-year  
49 https://www.taxjustice.net/faq/tax-competition/  
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a handful of countries. The popular narrative of corporate tax competition is misleading, as it 

suggests that every country is lowering corporate tax rates, whereas that is not the case in 

reality.50  

 

Figure 2: the share of US profits in each commonly used tax haven 

Aside from that, the general corporate tax rate might not even apply to large multinational 

corporations in some countries. In some cases, if the company is big enough, they may have 

enough negotiating power to arrange a lower tax rate for themselves.51 And it is no wonder this 

happens, since many large multinational corporations have a larger annual revenue than some 

countries’ national GDP, so those corporations have an extremely strong position in these 

negotiations. Governments often do this because they would rather 

have a company move to their jurisdiction and pay a low tax rate, 

 

 
50 http://www.theguardian.com/world/2018/jun/20/multinationals-move-16bn-

from-australia-to-tax-havens-each-year  
51 http://www.theguardian.com/world/2018/jun/20/multinationals-move-16bn-

from-australia-to-tax-havens-each-year  
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than see them move somewhere else in which case the country gets nothing.52  Ireland, for 

instance, struck a deal with Apple that allowed the company to avoid taxes.53 Ireland is also a 

good example of how acting as a tax haven contributes to the economy, so this and the deal 

with Apple will be elaborated on further later. Decreasing the tax rate will not bring companies 

or their profits back to country that is not acting as a tax haven when they manage to pay close 

to zero taxes elsewhere regardless of the statutory rate. Tax avoidance is an issue of inequality 

as well. Eighty percent of offshore assets belong to the richest 0.1 percent. Tax avoidance allows 

the rich to keep more of their money, increasing the tax burden on everyone else, worsening 

inequality.54 Lower tax rates in general would mean everyone pays less taxes, but that is not 

what happens. Rather, those with sufficient bargaining power and resources find a way around 

tax law, and everyone else pays more.  

This issue requires international cooperation, but that does not mean that national policy cannot 

contribute to an effective tax system as well. Policy has to go further than just the corporate tax 

rate itself though. Governments can for instance apply restrictions and taxes on the movement 

of capital, so it is more difficult for companies to shift profits to a tax haven. Countries can 

bring in even more lost tax revenue by working together on closing loopholes, which if done 

successfully negates the supposed need for competition in corporate tax rates.  

3.3. Developed vs. Developing countries 

Figure 3 shows the annual corporate tax losses in absolute numbers for a number of countries. 

These numbers would suggest that some of the largest economies in the world are also most 

heavily affected by tax avoidance, especially the US.  

 

 
52 https://theintercept.com/2018/10/26/tax-havens-and-other-dirty-tricks-let-u-

s-corporations-steal-180-billion-from-the-rest-of-the-world-every-year/  
53 https://www.bbc.com/news/world-europe-49724786  
54 https://microeconomicinsights.org/tax-evasion-and-inequality-evidence-

from-scandinavia/  

https://theintercept.com/2018/10/26/tax-havens-and-other-dirty-tricks-let-u-s-corporations-steal-180-billion-from-the-rest-of-the-world-every-year/
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Figure 3: tax revenue lost to tax avoidance around the world in absolute numbers 

According to an UNCTAD report many developing countries are also affected massively by 

tax avoidance, because multinational corporations make up a big part of the tax base in many 

of these countries, especially coming from foreign firms. But when these profits get routed 

through tax havens, developing countries do not receive any tax revenue even though 

corporations operate within their borders. Because of practices like this developing countries 

lose an estimated 100 billion US dollars in tax revenue, which is equivalent to half of the current 

tax revenue from multinationals in developing countries.55 Figure 4 below shows why this is 

the case. Half of tax revenue in OECD countries comes from personal income taxes and social 

security programs, whereas that only makes up 27 and 24 percent of tax revenue in the LAC 

and African countries respectively. Meanwhile the LAC and African countries depend on 

corporate taxes for 15 percent of their tax revenue while this is 

only half as much in the OECD countries.  

 

 
55 https://www.taxjustice.net/2015/03/26/unctad-multinational-tax-avoidance-

costs-developing-countries-100-billion/  
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Figure 4: where tax revenue comes from around the world 

This is not to say that losses to developing countries are greater than those to developed 

countries or the other way around, but it is important to realize the relativity of all statistics 

regarding this issue. It is also important to recognize the context. Although higher and lower 

income countries may be similarly affected by the phenomenon of tax avoidance, developed 

countries will be far more equipped to work towards solving the issue. They have more 

resources to enforce their tax laws and better legal infrastructure to take on corporations that 

are not abiding by their laws.56  

4. The Panama Papers 

In 2016 over 11 million filed from the database of the law firm Mossack Fonseca, one of the 

biggest providers of offshore financial services at the time, were leaked to the German press.57 

These leaked documents showed how corporations and residents from virtually every country 

in the world had been using offshore accounts, tax havens and shell companies to avoid paying 

taxes. The people involved in the scandal spanned the spectrum, from criminals laundering 

money to world leaders hiding their assets.58 Part of the reason that the scandal was so 

significant was the massive amounts of money involved, but 

another reason was the people that were involved. Directly or 

 

 
56 https://doi.org/10.1007/s10797-019-09547-8  
57 http://www.theguardian.com/news/2016/apr/03/what-you-need-to-know-

about-the-panama-papers  
58 https://www.britannica.com/topic/Panama-Papers  
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indirectly the Panama Papers implicated David Cameron, Vladimir Putin, as well as the 

presidents and prime ministers of Pakistan, Ukraine, Egypt and Iceland at the time.59 In the 

aftermath over a billion US Dollars in lost tax revenue were recovered due to the discoveries 

made in the Panama Papers. The United Kingdom alone recovered over 250 million US 

Dollars.60 Figure 5 below shows where much of the money was shifted, and which countries 

had at least one politician involved in the scandal.  

 

Figure 5: Visual Depiction of Panama Papers Statistics 

5. Past Actions of the International Community 

Since the 1990s the international community has been working to reconcile different tax 

regulations and to reduce the existence of and the use of tax havens. Tax haven policies in the 

working definition of international diplomacy refer to policies that are solely in place to reduce 

tax rates, and not generally seen as reasonable.61  

 

 

 
59 http://www.theguardian.com/news/2016/apr/03/what-you-need-to-know-

about-the-panama-papers  
60 https://www.icij.org/investigations/panama-papers/panama-papers-helps-

recover-more-than-1-2-billion-around-the-world/  
61 https://doi.org/10.2139/ssrn.3209299  

http://www.theguardian.com/news/2016/apr/03/what-you-need-to-know-about-the-panama-papers
http://www.theguardian.com/news/2016/apr/03/what-you-need-to-know-about-the-panama-papers
https://www.icij.org/investigations/panama-papers/panama-papers-helps-recover-more-than-1-2-billion-around-the-world/
https://www.icij.org/investigations/panama-papers/panama-papers-helps-recover-more-than-1-2-billion-around-the-world/
https://doi.org/10.2139/ssrn.3209299


ECOSOC 

Study Guide 

Hamburg Model United Nations 

28th November – 1st December 

 

 

 

 

 

25 

One big step in fighting tax avoidance is the emergence of thin capitalisation rules across the 

globe. Thin capitalisation means that a company has much higher liabilities, or debt, than it 

does equity, or capital.62 Generally interest on debt is tax-deductible, which means that the 

interest a company has to pay on its debt is deducted from the total profit, and only the profit 

that is left afterwards is actually taxed.63 So companies could acquire more debt to get more tax 

deductions. Thin capitalisation rules are therefore put in place. These rules set a maximum 

amount of interest that can be deducted in order to take away the incentive to acquire excessive 

debt. These rules serve both to preserve a country’s tax base and to discourage companies from 

acquiring more debt than they can handle.64 

Another big part of the international approach to tax avoidance is transparency and the exchange 

of information.65 Part of this effort, for instance, is the Global Forum on Transparency and 

Exchange of Information for Tax Purposes. Members of this forum are OECD countries, as 

well as other jurisdiction that agree to exchange information regarding taxation. The forum has 

a total of 157 members.66  

6. United Nations ECOSOC on International Taxation  

In order to further international cooperation on taxation the ECOSOC established The Ad Hoc 

Group of Experts on Tax Treaties between Developed and Developing Countries, through 

Resolution 1273 (XLIII), in 1968.67 In 1980 the United Nations Model Double Taxation 

Convention between Developed and Developing Countries was finalized. This convention 

aimed to encourage states to sign treaties that ensured each state’s tax interests were secured.68 

In the same year the ECOSOC changed the name of the body to The Ad Hoc Group of Experts 

on International Cooperation in Tax Matters. In 2014 the name was changed again to the Group 

the Committee of Experts on International Cooperation in Tax Matters. The mandate of the 

Committee now includes:  

• transfer pricing;  

 

 
62 https://www.irwinlaw.com/cold/thin_capitalization  
63 https://taxfoundation.org/thin-cap-rules-economics/  
64 http://www.oecd.org/ctp/tax-

global/5.%20thin_capitalization_background.pdf  
65 https://doi.org/10.2139/ssrn.3209299  
66 https://www.oecd.org/tax/transparency/  
67 https://www.un.org/esa/ffd/tax-committee/about-committee-tax-experts.html  
68 https://www.un.org/esa/ffd/tax-committee/ta-unmodel.html  
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• mutual assistance in collection of debts and protocol for the mutual assistance 

procedure;  

• treaty shopping and treaty abuses;  

• interaction of tax, trade and investment;  

• financial taxation and equity market development;  

• tax treatment of cross-border interest income and capital flight;  

• and taxation of electronic commerce.69 

7. Base Erosion and Profit Shifting (BEPS) and the OECD 

BEPS refers to tax planning strategies that exploit gaps and mismatches in tax rules to 

artificially shift profits to low or no-tax locations where there is little or no economic activity 

or to erode tax bases through deductible payments such as interest or royalties.70 Although some 

of the schemes used are illegal, most are not. This undermines the fairness and integrity of tax 

systems because businesses that operate across borders can use BEPS to gain a competitive 

advantage over enterprises that operate at a domestic level.  Moreover, when taxpayers see 

multinational corporations legally avoiding income tax, it undermines voluntary compliance by 

all taxpayers. 

BEPS is of major significance for developing countries due to their heavy reliance on corporate 

income tax, particularly from multinational enterprises.71 Engaging developing countries in the 

international tax agenda is important to ensure that they receive support to address their specific 

needs and can effectively participate in the process of standard-setting on international tax. 

The OECD/G20 Inclusive Framework on BEPS brings together over 130 countries and 

jurisdictions to collaborate on the implementation of the BEPS Package. The BEPS Package 

provides 15 Actions that equip governments with the domestic and international instruments 

needed to tackle tax avoidance.72 Countries now have the tools to ensure that profits are taxed 

where economic activities generating the profits are performed and 

where value is created. These tools also give businesses greater 

 

 
69 https://www.un.org/esa/ffd/tax-committee/about-committee-tax-experts.html  
70 http://www.oecd.org/tax/beps/  
71https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=2385&con

text=law_and_economics  
72 http://www.oecd.org/tax/beps/  

https://www.un.org/esa/ffd/tax-committee/about-committee-tax-experts.html
http://www.oecd.org/tax/beps/
https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=2385&context=law_and_economics
https://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=2385&context=law_and_economics
http://www.oecd.org/tax/beps/
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certainty by reducing disputes over the application of international tax rules and standardising 

compliance requirements. 

 

Figure 6: The BEPS Action Plan 

OECD and G20 countries along with developing countries that are participating in the 

implementation of the BEPS Package and the ongoing development of anti-BEPS international 

standards are establishing a modern international tax framework to ensure profits are taxed 

where economic activity and value creation occur. The OECD and G20 offer technical support 

all countries interested in implementing and applying the rules in a consistent and coherent 

manner, particularly those for which capacity building is an important issue. The OECD/G20 

Inclusive Framework on BEPS actively monitors the implementation of all the BEPS Actions 

and reports annually to the G20 on this progress.73 

8. Corporate Social Responsibility & Taxing Multinationals 

A more recent part of this problem is the public outrage surrounding tax avoiding 

multinationals. People have tuned into this issue more than they 

used to, especially after the Great Recession of 2008/2009 forced 

many governments to adopt austerity measures, so any scandal 

surrounding tax evasion is bound to have an effect on the 

 

 
73  https://www.oecd.org/tax/beps/  

https://www.oecd.org/tax/beps/
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companies’ reputation.74 The data on this differs though. One study found that companies suffer 

short time reputational damage as a result of a tax evasion scandal, but there are no long-term 

effects.75 Another study found that whether companies care about this reputational damage 

depends on what type of company it is, so the more important their brand is to their product, 

the more likely they are to pay higher tax rates. However, this same study also found that those 

companies with valuable brands are just as likely as other companies to operate in a tax haven. 

They essentially put themselves in a position where they can pick their tax rate. They want a 

tax rate that is as low as possible but high enough to avoid public scrutiny.76 It is a good sign 

that some companies care enough about public opinion to pay more taxes, but it clearly not 

enough to convince them to fully comply with tax law. Part of the problem is that not all 

companies have a valuable brand. Figure 6 below shows the number of tax havens a selection 

of big multinationals has, and it is clear that the companies on this list are not the same 

companies most people would name when they are asked to name multinational companies. 

These companies’ business is not generally in consumer products, so the general public is less 

aware of these companies, whereas Starbucks, Google and Apple are more often the centre of 

tax avoidance stories, since they are in the public eye.77 Another contributor to the lack of public 

attention for some companies is the fact that in many jurisdictions tax court proceedings are 

kept secret, so in many places the public cannot find out how much money is being siphoned 

off from the public tax revenue on a daily basis.78  

 

 
74 “The Rise of ‘Tax Shaming.’” BBC. May 21, 2013. 

https://www.bbc.com/news/magazine-20560359. 
75 Akhtar, Shumi, Farida Akhtar, Kose John, and Su-Wen Wong. 

“Multinationals’ Tax Evasion: A Financial and Governance Perspective.” 

Journal of Corporate Finance 57 (August 1, 2019): 35–62. 

https://doi.org/10.1016/j.jcorpfin.2017.11.009. 
76 Austin, Chelsea Rae, and Ryan J. Wilson. “Are Reputational Costs a 

Determinant of Tax Avoidance?,” January 9, 2015. 

https://doi.org/10.2139/ssrn.2216879. 
77 “The Rise of ‘Tax Shaming.’” BBC. May 21, 2013. 

https://www.bbc.com/news/magazine-20560359. 
78 https://www.financialsecrecyindex.com/en/methodology/secrecy-indicators  

https://www.financialsecrecyindex.com/en/methodology/secrecy-indicators
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Figure 7: some of the companies with the largest number of tax havens 

Despite reputational effects yielding inconsistent results at best, the argument that corporate 

social responsibility alone should be enough of a motivator to get corporations to pay taxes is 

persistent. The idea is that the law should only enforce compliance to the extent that it prevents 

tax evasion. Tax avoidance on the other hand should be a moral question for each company to 

ponder themselves. Although the consensus on this as a whole is inconsistent, some studies 

have actually found the opposite. One in particular found that the higher a company scores on 

measures of corporate social responsibility related to the environment as well as client and 

shareholder loyalty, the lower the effective tax rate they pay. Potentially acting in a socially 

responsible manner is a way of anticipating and preventing reputational damage from a 

potential tax scandal.79 

9. Positions on Tax Avoidance  

9.1. Ireland 

Whether Ireland is a tax haven is a subject of controversy. Ireland 

itself has maintained that it is not and will argue that it has changed 

 

 
79 http://uu.diva-portal.org/smash/get/diva2:904414/FULLTEXT01.pdf  

http://uu.diva-portal.org/smash/get/diva2:904414/FULLTEXT01.pdf
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any unacceptable policies in the past decade.80 The OECD agrees with Ireland on this front. It 

argues that tax havens are by definition tax-free and not transparent. Although Ireland has a low 

tax rate, it is not zero and its regulations are far more transparent than other tax haven 

jurisdictions.81 Ireland is also not on the EU’s blacklist of tax havens. However this is largely 

because the list was initially set up to include only non-member states, so Ireland is unlikely to 

be added to the list any time soon.82 The European Parliament voted to in 2018 to recommend 

adding Ireland, as well as the Netherlands, Belgium, Luxembourg, Malta, Cyprus and Hungary, 

to the blacklist. This recommendation was a result of an investigation by the EU Parliament 

Committee on Financial Crime and Tax Evasion.83  

So why is Ireland considered a tax haven by many? Ireland itself claims that it is simply a great 

place for companies to do business. Ireland also has a general business-friendly atmosphere. In 

part this is due to the simple fact that the costs of doing business are lower. The costs of living 

in Ireland are lower for example, allowing for lower salaries.84 Another advantage for 

multinationals is the fact that English is one of Ireland’s official languages.85 All of this may be 

true but it is doubtful whether that is the reason that so many companies set up in Ireland. When 

companies in the UK started relocating to other EU member states because of Brexit, most 

picked either France or Germany.86 This indicates that for companies looking to do business in 

the EU, Ireland is not necessarily the best option.  

there are also specific laws that make Ireland more attractive for multinational corporations at 

the expense of other countries. Low taxes are only part of the reason that it is considered a tax 

haven. Ireland also has a substantial number of tax deductions and exemptions available to 

corporations. For instance, corporations only pay half the normal corporate income tax on 

profits resulting from intellectual property, and offshore profits are exempted from all taxes. A 

 

 
80  https://www.tasc.ie/blog/2019/04/05/is-ireland-a-tax-haven/  
81 https://www.independent.ie/business/irish/we-have-no-problem-with-irish-

tax-system-oecd-36566931.html  
82 https://www.consilium.europa.eu/en/policies/eu-list-of-non-cooperative-

jurisdictions/  
83 https://www.breakingnews.ie/business/mep-responds-to-tax-haven-

accusation-saying-there-is-jealousy-about-irish-success-913593.html  
84 https://www.enterprise-ireland.com/en/Start-a-Business-in-Ireland/Startups-

from-Outside-Ireland/Why-Locate-in-Ireland-/Start-Up-friendly-

environment.html  
85 https://www.britannica.com/place/Ireland  
86 https://www.bloomberg.com/graphics/2017-brexit-bankers/  

https://www.tasc.ie/blog/2019/04/05/is-ireland-a-tax-haven/
https://www.independent.ie/business/irish/we-have-no-problem-with-irish-tax-system-oecd-36566931.html
https://www.independent.ie/business/irish/we-have-no-problem-with-irish-tax-system-oecd-36566931.html
https://www.consilium.europa.eu/en/policies/eu-list-of-non-cooperative-jurisdictions/
https://www.consilium.europa.eu/en/policies/eu-list-of-non-cooperative-jurisdictions/
https://www.breakingnews.ie/business/mep-responds-to-tax-haven-accusation-saying-there-is-jealousy-about-irish-success-913593.html
https://www.breakingnews.ie/business/mep-responds-to-tax-haven-accusation-saying-there-is-jealousy-about-irish-success-913593.html
https://www.enterprise-ireland.com/en/Start-a-Business-in-Ireland/Startups-from-Outside-Ireland/Why-Locate-in-Ireland-/Start-Up-friendly-environment.html
https://www.enterprise-ireland.com/en/Start-a-Business-in-Ireland/Startups-from-Outside-Ireland/Why-Locate-in-Ireland-/Start-Up-friendly-environment.html
https://www.enterprise-ireland.com/en/Start-a-Business-in-Ireland/Startups-from-Outside-Ireland/Why-Locate-in-Ireland-/Start-Up-friendly-environment.html
https://www.britannica.com/place/Ireland
https://www.bloomberg.com/graphics/2017-brexit-bankers/


ECOSOC 

Study Guide 

Hamburg Model United Nations 

28th November – 1st December 

 

 

 

 

 

31 

company can also claim massive tax reductions based on research and development projects.87 

There are also other laws that relate to taxation but are not about the taxation rates or deductions 

in Ireland. One example is that multinational corporations can register a subsidiary in Ireland, 

but still manage it from abroad.88 Another problem is that Ireland acts as a tax conduit.89 Tax 

conduits have low, or in the case of Ireland no, taxes on capital movement. This means 

companies can further shift their profits to their subsidiaries in jurisdictions without any 

taxation and avoid paying taxes all together.90 Ireland has also been known to make deals with 

large multinationals in particular, giving them even more favourable conditions. Apple’s 

subsidiary in Ireland is one such example.91 An estimated 20 percent of corporate taxes in the 

EU were lost due to corporate profit shifting in general in 2015. Ninety billion US dollars in 

corporate profits were shifted to Ireland, this is nearly twice as much as was shifted to the 

Netherlands, the next EU country on the list. 92 

In 2016 Ireland was held accountable for its practices, in particular its taxation agreements with 

Apple. The EU commission found that the scheme under which Apple was taxed was illegal 

under EU law and ordered Apple to pay Ireland 13 billion Euros plus interest in lost tax revenue. 

Ireland however refused to collect, and both Ireland and Apple decided to appeal the decision 

in the Court of Justice of the European Union, starting in the General Court, with any potential 

appeal to that ruling being heard in the European Court of Justice.93 In September the General 

Court started the hearings on this case.94  

The question this raises is why Ireland is fighting a legal battle to avoid collecting over 13 

billion Euros in tax revenue. Ireland is extremely protective of its pro-business atmosphere, and 

the EU Commission decision is seen as a violation of sovereignty.95 There is a good reason for 

Ireland to want to protect its appeal to multinational corporations. In 2015 and 2016 around 80 

 

 
87 https://www.investopedia.com/ask/answers/060316/why-ireland-sometimes-

referred-tax-haven.asp  
88 http://claredaly.ie/is-ireland-a-tax-haven-for-corporations/  
89 https://www.irishtimes.com/opinion/letters/why-is-ireland-facilitating-tax-

avoidance-1.3844547  
90 https://doi.org/10.1038/s41598-017-06322-9  
91 http://claredaly.ie/is-ireland-a-tax-haven-for-corporations/  
92 https://www.publicfinanceinternational.org/news/2018/06/ireland-named-

worlds-biggest-tax-haven  
93 https://www.bbc.com/news/world-europe-49724786  
94 https://www.rte.ie/news/analysis-and-comment/2019/0915/1075817-apple-

tax-appeal-explained/  
95 https://www.bbc.com/news/world-europe-37299430  

https://www.investopedia.com/ask/answers/060316/why-ireland-sometimes-referred-tax-haven.asp
https://www.investopedia.com/ask/answers/060316/why-ireland-sometimes-referred-tax-haven.asp
http://claredaly.ie/is-ireland-a-tax-haven-for-corporations/
https://www.irishtimes.com/opinion/letters/why-is-ireland-facilitating-tax-avoidance-1.3844547
https://www.irishtimes.com/opinion/letters/why-is-ireland-facilitating-tax-avoidance-1.3844547
https://doi.org/10.1038/s41598-017-06322-9
http://claredaly.ie/is-ireland-a-tax-haven-for-corporations/
https://www.publicfinanceinternational.org/news/2018/06/ireland-named-worlds-biggest-tax-haven
https://www.publicfinanceinternational.org/news/2018/06/ireland-named-worlds-biggest-tax-haven
https://www.bbc.com/news/world-europe-49724786
https://www.rte.ie/news/analysis-and-comment/2019/0915/1075817-apple-tax-appeal-explained/
https://www.rte.ie/news/analysis-and-comment/2019/0915/1075817-apple-tax-appeal-explained/
https://www.bbc.com/news/world-europe-37299430
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percent of all corporate tax revenue came from multinational corporations.96 Additionally, 10 

percent of Ireland’s labour force is directly employed by a multinational corporation.97 If 

Ireland complies willingly with the EU Commission on this decision, this would threaten its 

status as a business paradise within the EU.  

An important distinction between Ireland and the tax havens that are more universally 

recognized, like the US Virgin Islands, Samoa and Trinidad & Tobago, is the fact that Ireland 

is part of the EU market. Multinationals may find it much easier to do business within the EU 

if they have a subsidiary registered within one of the EU countries, because doing business in 

the EU from the outside exposes the company to many customs regulations.98 So Ireland may 

not be a tax haven compared to the more notorious tax havens, but it is more important to 

compare it to other EU countries, because in reality those countries are the other places 

multinational companies could set up a subsidiary if they want to operate in the EU.99  

9.2. United States  

In terms of absolute numbers the United States is one of the most relevant countries when it 

comes to corporate tax avoidance. as Figure 4 above shows, the US loses 188 billion US dollars 

of potential tax revenue. There are also more multinational corporations based in the US than 

any other country in the world.100 A study of companies in the US shows that multinationals 

avoid taxes far more easily than domestic companies because they can plan where they have to 

pay taxes by basing different parts of their operation in different countries according to the most 

favourable tax laws. It also found that larger multinationals have lower worldwide effective tax 

rates, and the higher the pre-tax profit in the US the lower those effective tax rates are. 

Interestingly though, the higher the pre-tax profits everywhere else are, the higher the 

worldwide effective tax rates.101 So this study shows that the more business the company 

actually does abroad, the more taxes they actually pay.  

 

 
96 https://www.revenue.ie/en/corporate/documents/research/corporation-tax-

returns-2016.pdf  
97 https://www.idaireland.com/newsroom/publications/ireland-s-economic-

and-competitiveness-update-q1  
98  https://europa.eu/youreurope/business/selling-in-eu/selling-goods-

services/selling-products-eu/index_en.htm  
99  https://www.irishexaminer.com/ireland/luxembourg-blasts-rate-of-

corporation-tax-in-ireland-467927.html  
100 https://www.investopedia.com/ask/answers/021715/why-are-most-

multinational-corporations-either-us-europe-or-japan.asp  
101 https://papers.ssrn.com/abstract=427600  

https://www.revenue.ie/en/corporate/documents/research/corporation-tax-returns-2016.pdf
https://www.revenue.ie/en/corporate/documents/research/corporation-tax-returns-2016.pdf
https://www.idaireland.com/newsroom/publications/ireland-s-economic-and-competitiveness-update-q1
https://www.idaireland.com/newsroom/publications/ireland-s-economic-and-competitiveness-update-q1
https://europa.eu/youreurope/business/selling-in-eu/selling-goods-services/selling-products-eu/index_en.htm
https://europa.eu/youreurope/business/selling-in-eu/selling-goods-services/selling-products-eu/index_en.htm
https://www.irishexaminer.com/ireland/luxembourg-blasts-rate-of-corporation-tax-in-ireland-467927.html
https://www.irishexaminer.com/ireland/luxembourg-blasts-rate-of-corporation-tax-in-ireland-467927.html
https://www.investopedia.com/ask/answers/021715/why-are-most-multinational-corporations-either-us-europe-or-japan.asp
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https://papers.ssrn.com/abstract=427600
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The United States has long held a unique position in global trade. Part of this is its power in 

foreign market. Despite being one of the world’s biggest net borrowers, money keeps flowing 

into the US instead of out, and the dollar has remained relatively stable. Avoiding culture could 

be contributing to this. American companies spend far more on foreign investment than foreign 

companies do on investment in America, so this should reduce the size of the overall American 

economy. Instead of shrinking though, the American economy keeps growing, because the 

foreign investments owned by American companies make abnormal profits, so regardless of 

the imbalance, more income is flowing into the US than abroad. These abnormal profits only 

exist because they barely pay any taxes on the returns of these investments.102 The 

consequences of this cycle stretch far further than is evident at first sight. The profits made by 

multinational corporation’s flow back into America eventually, whether through investment, 

wages or shareholders, but they are not distributed equally.103  The shareholders of these 

companies are high income households, not average people, so this process worsens inequality 

in the US. Even more so considering that this extra money is supposed to be going towards 

taxes that those lower income households benefit from.104  

Fortunately, aside from increasing corporate tax compliance, stronger enforcement by the 

Internal Revenue Service (IRS), the US tax collection agency, also leads to less attempts at tax 

avoidance due to the higher chance of being audited.105 The Trump administration’s tax reform 

also addressed part of the issue by reducing corporate tax rates, which were previously higher 

than any other G20 country.106 The reforms offer the possibility of a one-time repatriation of 

profits at a lower tax rate, and companies will pay taxes according to where they make their 

profits in the future, regardless of whether their headquarters are in the US.107 This all reduces 

the incentive to move profits overseas, but the reforms do nothing to eliminate provisions that 

allow for profit shifting. The entire system is based on incentives, rather than enforcement. The 

problem is that in the US it is not really a question of capability, but rather of willingness. There 

 

 
102 https://qz.com/1385092/the-us-love-affair-with-tax-havens-helps-solve-an-

economic-mystery/  
103 https://theintercept.com/2018/10/26/tax-havens-and-other-dirty-tricks-let-u-

s-corporations-steal-180-billion-from-the-rest-of-the-world-every-year/  
104 https://www.taxjustice.net/topics/inequality-democracy/inequality-tax-

havens/  
105 http://www.jstor.org/stable/41721904  
106 https://www.investopedia.com/taxes/trumps-tax-reform-plan-explained/  
107 https://www.nytimes.com/2017/12/16/business/the-winners-and-losers-in-

the-tax-bill.html  
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https://qz.com/1385092/the-us-love-affair-with-tax-havens-helps-solve-an-economic-mystery/
https://theintercept.com/2018/10/26/tax-havens-and-other-dirty-tricks-let-u-s-corporations-steal-180-billion-from-the-rest-of-the-world-every-year/
https://theintercept.com/2018/10/26/tax-havens-and-other-dirty-tricks-let-u-s-corporations-steal-180-billion-from-the-rest-of-the-world-every-year/
https://www.taxjustice.net/topics/inequality-democracy/inequality-tax-havens/
https://www.taxjustice.net/topics/inequality-democracy/inequality-tax-havens/
http://www.jstor.org/stable/41721904
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is no incentive to reform this system. Changing this system would mean drastically changing 

the way the US interacts with its trading partners and possibly sacrificing some of its global 

power to sustain its own economy. The US is unlikely to ever actively push to change this 

system, because however much tax revenue they may lose, it is also essential to retaining their 

economic power abroad.  

10. Key Questions to be addressed 

(1) What should determine where a corporation pays corporate taxes? 

(2) In what ways should countries work together on tax collection? 

(3) What determines whether a country is considered a tax haven for the purposes of 

international law?  

(4) To what extent does sovereignty apply to national tax regimes when dealing with cross-

border tax avoidance? 

(5) Should there be incentives to encourage tax haven countries to change their policies, 

and if so what should they be? 

(6) Should there be consequences for countries that act as tax havens, and if so what should 

they be? 

(7) Should there be universal legal consequences for tax avoidance, and if so what should 

they be?  

(8) How could the international community ensure compliance with treaties regarding tax 

avoidance? 
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Information about the Conference 

1. Conference Schedule 

Please note: This schedule is subject to change. For the most up-to-date schedule, please 

check: hammun.de/conference-schedule 
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2. Rules of Procedure 

HamMUN 2019 session will follow the Rules of Procedure which can be found here: 

http://hammun.de/rops/. 

For first time delegates we recommend participating in the Rules of Procedure workshop on 

Thursday. 

3. Emergency Phone Numbers 

Police:   110 

Fire Brigade:  112 

Casualty doctor: 112 

4. Important Addresses 

Conference venue: Edmund-Siemers-Allee 1, 20146 Hamburg (and other places at 

Hamburg University main campus) 

Opening ceremony: Laeiszhalle, Kleiner Konzertsaal, Johannes-Brahms-Platz, 20355 

Hamburg 

Registration: Audimax Garderobe, Von-Melle-Park 4, 20146 Hamburg 

Committee Evening:  Different places, your chairs will inform you 

Silent Disco:   Club Hamburg, Reeperbahn 48, 20359 Hamburg 

Delegate Ball:   Gruenspan, Große Freiheit 58, 22767 Gamburg 

5. Public Transport 

During the conference, your badge will be your ticket. Please have your badge with you all 

the time! Public Transport in Hamburg will provide you with busses, tubes and city railroads. 

Service Times: 

Wednesday + Thursday: Service stops at 1 am, afterwards you can only take night 

busses 

 Friday – Sunday: Whole night service 
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(different places at Hamburg main campus) 

  S-Bahn Station Dammtor: Lines S11, S21, S31 

  Bus Station Dammtor: Line 109 

  Bus Station Universität/Staatsbibliothek: Lines 4, 5 

 Opening Ceremony: 

  Walking distance from Registration: 20 Minutes 

  Bus Station Johannes-Brahms-Platz: Line 3 

  Tube Station Messehallen: Line U2 

 Silent Disco (Fridays Social) + Delegates Ball (Saturdays Social): 

  S-Bahn Station Reeperbahn: Lines S1, S2, S3 

  Bus Station Davidstraße: Line 111 

  Tube Station St. Pauli: Line U3 

6. HamMUN App 

HamMUN is proud to offer a mobile app during the conference. You can get it on your phone 

by typing this URL https://hammun.lineupr.com/2019  into your mobile browser. 

Please note that the app is not to be installed via your app store but is a desktop shortcut of a 

mobile website! 

7. Water Supply 

In case you are thirsty (or sober), don’t worry. Water out of the tap is perfectly drinkable! 

8. Please bring cash! 

Unlike in other European nations, many stores, cafeterias and especially the social venues often 

do not accept credit cards! Make sure to have cash with you. 

https://hammun.lineupr.com/2019

