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INTRODUCTION

Taxation is a fundamental aspect of a country's fiscal policy that shapes its revenue
generation and economic situation. The purpose of this essay is to provide a
comparative analysis of how residents are taxed in the OECD countries examined,
highlighting key principles, keys and implications. The authors examined and
compared Asian (Japan, China) and European (Germany, United Kingdom) countries
with high gross national income. A third group of countries was also formed, which is
not based on topographical regional localization. This is a group of Anglo -Saxon
countries (United Kingdom, United States of America). Anti-avoidance rules are a
critical element of tax systems around the world that aim to curb tax avoidance
strategies. The effectiveness and enforcement of these rules can be influenced by
cultural factors. In this study, the authors examine possible relationships between
anti-avoidance rules and cultural background in Asian and Anglo-Saxon societies.
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THEORETICAL BACKGROUND

The Organization of Economic Cooperation and Development (OECD) member
countries share common taxation principles. These principles emphasize fairness,
efficiency, simplicity and transparency (OECD, 2021), on the basis of which member
countries design their tax systems and implement their taxation rules. In the
following, the authors review the most important tax types and taxation principles of
the OECD.

Income tax is a significant element of the tax system of most OECD countries.
Member States generally apply progressive tax rates, meaning that individuals with
higher incomes are subject to higher tax rates. For example, in Sweden, known for its
progressive tax system, the marginal tax rate of the highest earners can exceed 50%
(Fouché, 2008). Consumption taxes such as Value Added Tax (VAT) or Goods and
Services Tax (GST) are also common in OECD countries. These taxes are applied to
the purchase of goods and services and may vary from country to country. For
example, New Zealand has a GST rate of 15% (Te Kawanatanga o Aotearoa, 2021).
Social security contributions are also tax-related state revenues. Many OECD
countries impose social security contributions intended to finance social programs
such as health care and pension systems. These contributions are often based on
individuals' income and can therefore be shared between employees and employers.
France, for example, applies social security contributions to both employees and
employers to finance its comprehensive social welfare system (French Entrée, 2022).
Tax credits and deductions are also important state revenue regulators. Tax credits
and deductions are mechanisms that can be used both to facilitate the situation of
certain social groups and to encourage certain behaviors. In the United States, for
example, taxpayers can claim a deduction for mortgage interest, which encourages
homeownership (Sato, 2023). Wherever there is a tax payment, the taxpayers' desire
to avoid or at least reduce the tax to be paid also appears. This can be done legally
by taking advantage of the opportunities provided by the legal regulations, in which
case we are talking about tax optimization. However, there are also methods that
brush the border of legality or even cross it, these are called tax evasion. Well-known
examples of the latter methods are some practices of multinational companies. An
example is the legal, but morally worrisome, now defunct (Reynolds, 2019) Double
Irish with a Dutch Sandwich method (Cohen, 2014), which brought significant benefits
to Google and Apple (Kahn, 2018; Meijer, 2019).
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Large multinational companies often do not shy away from covert or overt political
intervention. The case of the so-called banana republics is a vivid example of this.
Their history begins in the 1880s. The Boston Fruit Company began importing
bananas from Jamaica to the United States (Stromberg, 2016). In order to satisfy the
ever-increasing demands of American customers, a significant amount of money was
spent on the purchase of new production areas and the modernization of the existing
ones. Therefore, they tried to block any process that threatened their interests. For
example, banana traders financed the 1911 coup in Honduras (Cohen, 2013). As a
result, the current president of Honduras was replaced with a new president who
better serves the interests of the United States. The Guatemalan conspiracy of 1954,
which was also financed by the CIA, United Fruit, was also a "banana coup”. Company
sponsored (Jones, 2019). This coup ended the first real period of democracy in
Guatemala.

However, the method is not just an old procedure. A good example is the Evo The
2019 military coup that removed Bolivian President Morales. News immediately
began to spread that the campaign was also financed by the Tesla company (Rocha,
2021). Tesla's goal was to gain control over Bolivia's lithium and the mining
concession, which was threatened by the policies of President Morales. Musk, the
head of Tesla, responded to the accusations with a Twitter message, which he later
deleted, but by then the screenshot of the post (Figure 1) had already spread and
many were outraged by the two sentences: "We will coup, whoever we want! Deal with
it" (Parker, 2020).

Figure 1. Twitter message of Elon Musk

A Armani @ @historyofarmani - 16h
You know what wasnt in the best interest of people? the U.S. government
against Evo Morales in Bolivia so you could obtain the

organizing a coup against

ithium there.

m Elon Musk ® @

We will coup whoever we want! Deal with it.

Source (Parker, 2020)
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Tax evasion and tax evasion are therefore still a global challenge today (Fuest and
Riedel, 2009). Some OECD countries have enacted rules against these practices,
including the exchange of financial information and international cooperation to
combat tax evasion. Already in its 2013 report, the OECD estimated the amount of lost
tax revenues at USD 240 bn (OECD, 2013). It is therefore no coincidence that the
organization has become the flagship of the international fight against tax evasion.
Countermeasures can be general anti avoidance rules (GAAR), these generally
regulate tax avoidance (Waerzeggers and Hillier, 2016). There are also specifics anti
avoidance rules (SAAR) as well (Shome, 2021). These regulate a specific tax area in a
targeted manner. Another important tool is the double taxation agreements and other
bilateral contracts (bilateral treaties). The tools described so far are considered legal
tools. Another group of tools includes judicial tools (Ostwal and Vijayaraghavan,
2010). These are used by the courts in their jurisprudence. Another tool is the so-
called "extended right” ("extended law"). One example of this is the FCPA, which
extends the jurisdiction of the United States beyond its borders (US Congress, 1977).
The FCPA criminalizes any bribery that is subject to US jurisdiction at any point.
Proceedings were initiated against Magyar Telekom, for example, citing this law (The
US Department of Justice, 2011).

METHODOLOGY

Authors selected their data from the publicly available reports of the Deloitte
company. The selection of countries therefore enables comparisons from several
perspectives. The data were analyzed using the results of further research available
in the literature. Authors were primarily interested in the similarities and differences
between the examined countries.

Why did the authors choose the literature review method? Primarily because the
subject of the study is a comparative study of tax customs and regulations. The
authors wanted to solve these tasks primarily by acquiring and synthesizing
knowledge. On the other hand, literature review is a widely and frequently used
research method (Snyder, 2019). It includes the critical analysis and synthesis of
scientific works dealing with the topic. In this way, it provides a basis for new insights
and contributes to the wider knowledge environment. By reviewing the existing
literature, researchers can identify gaps, problematic areas or areas that require
further exploration (research gap). The literature review places the research within
the existing body of knowledge (Shehadeh, 2020). This allows researchers to position
their work in relation to previous studies in the line of research. Reviewing and
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comparing different studies allows researchers to synthesize ideas, theories, and
findings to gain a comprehensive understanding of the research field. Researchers
synthesize the results of different studies, thereby identifying patterns (Tinani and
Kandpal, 2019), trends and research gaps in the literature (Somasundaram, 2022). In
summary, the literature review is a strategic approach to inform, contextualize and
improve the quality of research as a research methodology. By uncovering gaps,
synthesizing ideas, and laying the groundwork for further investigation, a literature
review makes a significant contribution to academic discourse and the advancement
of knowledge. With the literature review, the authors searched for an answer to the
following research question:

Cultural guard regional Are the differences more decisive in the state regulation of
taxation?

Primarily the OECD's working on the topic paper (Johansson, Bieltvedt Skeie and
Sorbe, 2016) was the starting point of the review. As a sample, the authors examined
data from the following countries: Japan (JPN), China (CHN), Germany (D), United
Kingdom (GBR) and United States (USA). The individual countries were grouped
according to several aspects (Figure 2).

Figure 2. Countries examined (the sample)

THE SAMPLE AND THE RESEARCH QUESTION

ANGLO-SANON COUNTRIES
EUROPE

Source: authors ' own
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The authors of the characterization of the countries by Deloitte It was summarized
based on his reports. the following topics were scored from these reports:

Transfer price rules (market prices in joint ventures) — 0, 1 or 2 points

Thin capitalization rules and rules limiting interest deductibility (against
excessive reduction of the tax base)
— 0,1 or 2 points

Controlled foreign company (CFC) rules (for eliminating the deferral of tax)
—0or 1 point

General anti-avoidance rules (GAAR) (against “aggressive” tax avoidance)
—0or 1 point

Withholding tax rules (against obtaining tax benefits without a legal basis) —
0, 1 or 2 points

The earned total score will be used further the countries to characterize. The research
added value that the earlier available surveys in 2005 and 2014 to your data were
built, but now the authors for this yet added 2022 performance your scores.

RESULTS AND DISCUSSION

The scores Based on established ant-avoidance profiles shown in Figure 3.

J

Figure 3. Anti-avoidance in examined countries

(@ rinance oavs 1N!E§S

OVERALL COUNTRY SCORES (2005-2022)

ANTI-AVOIDANCE PROFILE

#2005 =2014 =2022

United States

Source: OECD

Source: authors ' own
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The result Based on it can be said that China, in the year 2005 yet weakest performing
featured by 2014 caught up with advanced farms anti-avoidance regulation level,
even in this area, it even surpassed the United Kingdom. The development the point
is that in 2005 in China practically just transfer price regulation existed, but by 2014
already by a lot more differentiated system they brought create. First of all, the
development of the debt and interest rules was spectacular, but also CFC rules and
GAAR rules came into effect steps. Although itis In the country's anti-avoidance rules
system, transfer pricing still plays a key role (these are the rules roughly 50%), the rest
rule type with each other near same is present in proportion. Primarily in the areas of
industrial clusters numerous modern rule and facilitation helps the economic growth
and the foreigner investments. This is the change especially for that significant
because the former communist countries large part of the political democratization
consequence became the economy liberalization and the foreigner capital attraction.
The former communist countries another in your group However until today
authoritarian political management and centralized there is an economy. It belongs
here for example Cuba, North Korea, Vietham and China. China of this despite
significant the foreigner is an attractive force capital for. This can be attributed to
several reasons. One that In China, the local decision makers is also significant role
they got the central in control because the country giant sizes and its population this
already millennia since necessary did. This process helped him also the politics of
the Great Leap Forward (1958-1962) and the Cultural Revolution (1966—-1976)
(Falkenheim, 1980). Decentralization and Sino -Vietnamese angry weakened by the
Chinese army which could endanger it would be the economic one liberalization.
Therefore there is none for example progress in North Korea 's economy because
there is the army loyalty the system is essential for maintenance. The Chinese army
business into businesses started. As a pedal was opened by the military hospitals the
supply quality to pay can civilians for you, too they got into mining and the
construction industry sector as well, making use of the mass at will stationary cheap
workforce (Saunders and Scobell, 2015). Further as a reason external can be
mentioned economic and political shocks, for example with Soviet blood by break up
following to China suddenly replace it | needed the knockout revenues, therefore they
needed the western for capital. The consequence: the Chinese Communist Party still
remained the country political manager, but liberalized the economy. In regulation
always conductor role playing USA, on the other hand, somewhat by 2022 missed out.
Already just Germany after is located away from the examined countries in the
ranking. However, the rest country yet always precedes. For this reason primarily the
that the similar regulation beside the German tax regulation more transparent and
somewhat easier the at American. At the same time for example, transfer price
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regulation is also faster improved in Germany and for today caught up with him US
regulatory quality.

The regional comparison result shown in Figure 4.

Figure 4. Comparing anti-avoidance rules’ regional level

O OVERALL GROUP SCORES (2005-2022) @rmccoms e

ANTI AVOIDANCE RULES BY GROUPS (2004-2022)

Transfer pricing strictness % Debt and interest rules #CFC rule #GAAR ® Withholding taxes and tax treaties

I -

I =

Score (total group average)
=
s

Europe Asia Anglo-Saxon Europe Asia Anglo-Saxon Europe Asia Anglo-Saxon

2005 2014 2022
Region and year Source: OECD

Source: authors ' own

Could be seen that the development pace and center of gravity continuously changed.
While in 2005 it is Anglo-Saxon countries were the leader examples are regulation of
its formation, by 2014 Asia developed most dynamically. However, by 2022, the leader
role already of Europe became. This latter in turn significant role played the GAAR, the
national provisions and the OECD anti-avoidance rules are coordinated and strict and
consistent application.

CONCLUSIONS

Taxation of residents of OECD countries is determined by common principles. At the
same time, they also enable individual nation-specific approaches. Various
incentives through income tax, consumption tax, social security contributions, and
tax credits and deductions are an integral part of these systems. As the global
economy develops, OECD member states continue to strive to tackle tax avoidance
and evasion as well. Looking at the anti avoidance types, essence and application of
rules, the following answer can be given to the research question: the regulation of
tax evasion primarily depends on culture. Cultural tendencies can influence
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enforcement and compliance with anti-avoidance rules. In their characterization, the
best-known sources are related to Hofstede's investigations (Hofstede, 20071,
Hofstede, Hofstede and Minkov, 2010). The European and the similarity of the Anglo-
Saxon cultural environment also appears in the development and nature of the tax
rules. In Asian countries with cultural foundations based on collectivism, respect for
authority and social harmony, other motivations and constraints led to the
development of the rules. Therefore, despite the similarity of the principles, the
system of rules and its practical application are structured differently.
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