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Tax Avoidance Mechanisms and Practices for Multinational
Companies

Dr. Wafaa Salem Ali Al-Sayed
Abstract:

The study aimed to identify the concept of tax avoidance for multinational
companies as one of the most prominent tax challenges arising from digital economy
activities; to identify the most important mechanisms of multinational companies
to avoid taxes and the practices of some of these companies; and to identify the
various international efforts taken by the Organization for Economic Cooperation
and Development and the European Union to deal with tax avoidance as a result of
the negative effects that tax avoidance leaves on the national economy, the erosion
of the tax base, the transfer of profits outside the country, the undermining of the

justice of tax systems, and the obstacle to achieving sustainable development goals.

The study concluded that the erosion of the tax base and profit shifting are linked
to tax avoidance strategies used by multinational companies to exploit loopholes
in tax rules to artificially shift profits to low- or no-tax locations as a means of
avoiding paying taxes. The OECD and G20 BEPS project provides governments
with the rules and tools necessary to address tax avoidance, and to ensure that
profits are taxed wherever the economic activities that generate them occur and

where value is created.

Keywords: tax avoidance, multinational companies, tax base erosion, profit

shifting, tax havens.
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(1)Ortiz. C, (2020), Systems of Preferential Tax Treatment in the EU: A Case Study of Apple, Inc.Apple,
Inc Hastings International and Comparative Law Review vol 43, iss2/8, p364-385.
(2)Christensen, M & Clancy, E. (2018). Exposed: Apples’s Golden Delicious Tax Deals, op.cit, p27.
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Apple Inc.

Incorporated in the US

Incorporated in Ireland

Apple Operations
International

Other Irish companies:

Apple Operations
Europe

Apple Distribution

Apple Operations”*, Apple

International*
Sales frreland“I

* Irish tax resident company

Apple Sales
International

Source: Christensen, M & Clancy, E. (2018). Exposed: Apples’s Golden Delicious
Tax Deals, European United Left @ Nordic Green Left European Parliamentary Group,
P29.
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‘Incorporated in US

Apple
Operations International

*Incorporated in Ireland
*Key holding company
*Jersey resident

Apple Apple Apple

Sales International Distribution International Operations Europe

‘Incorporated in Ireland *Incorporated in Ireland *Incorporated in Ireland

*Jersey resident “Irish resident “Irish resident
"Executes non-US sales *Holder of IP license

Source: Christensen, M & Clancy, E. (2018). Exposed: Apples’s Golden Delicious
Tax Deals, European United Left ¢ Nordic Green Left European Parliamentary Group,
p34.
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