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Abstract

Welfare states are conceived as a common effort to improve societal wellbeing. Its primary role is to support

people’s development, health and security. Individuals may not expect to fully benefit from the welfare

state, while refusing to pay their share of taxes. Yet, some large corporations are able to effectively exploit

public investments, in the form of welfare measures, without contributing to their funding. This article

presents some insights into the issue of corporate tax avoidance, and discusses how integrating different

disciplinary perspectives may help produce stronger responses to it. This article’s main objective is to

demonstrate the advantages of adopting an interdisciplinary approach when designing solutions to

contemporary problems. Knowledge from philosophy, political science and economics, together with

interdisciplinary research theory are the protagonists of this process.

Evidence for Practice

● The welfare state supports firms‘ growth, but corporate tax avoidance makes welfare investments

unsustainable.

● The state has the power to be proactive and influence the behavior of corporations, rather than wait

to punish them.

● Integrating insights from different disciplines allows for a more comprehensive approach.
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Problem Statement

The welfare states of democratic nations are actively supporting all firms: the education and specialization

of employees, healthcare, social assistance, plus the construction and maintenance of infrastructure all

require large public investments (Estevez-Abe et al., 2001). The assumption is that taxes fund these

investments and allow for a sustainable welfare state. However, it is not unusual for large corporations to

achieve such great economic and political power, that they are able to exploit the welfare system by not

paying what is due (Avi-Yonah, 2000).

The aim of this article is to enrich the debate over possible

solutions to this issue, while expressing the necessity of an

interdisciplinary approach. Hence the question: How may the

use of interdisciplinary theory help governments address the

issue of corporate tax avoidance, in the interest of the welfare

state?

Justification of Interdisciplinary Approach

Why is the interdisciplinary approach necessary? Theories from different literatures may propose various

explanations about causes and solutions, as research originates from distinct perspectives. Assumptions

and methodologies are not universal. If the aim is to produce useful knowledge by integrating previously

scattered information, it is crucial to recognize the theoretical and methodological pluralism (Menken &

Keestra, 2016).

Three disciplines are featured in this article: philosophy, politics, and economics. The philosophical

approach raises questions over the efficiency of the current wealth distribution, and its implications.

Political science insights help to understand the complicated relationship between institutions and

corporations. Economic insights present income shifting as one of the main strategies adopted by some

firms to perform corporate tax avoidance. This article illustrates some solutions proposed by scholars

within these fields. Importantly, they all share a preference for preemptive, not merely punitive actions.

Disciplinary Insights

Limitarianism is a philosophic theory claiming that no one should accumulate money in excess of what is

needed to live a flourishing life (Robeyns, 2019). Despite the obvious controversial potential, why is this

approach interesting? Money has diminishing returns on the owner’s wellbeing, and may thus be

inefficiently distributed if concentrated in the hands of few. Moreover, excessive economic inequalities lead

to a more unequal political representation. “Surplus money” can be translated into political power through

investments in media, lobbying, or simple accumulation (Carroll, 1998). This power is not available to those

without surplus money. The same approach may be applied to corporations (Meyer, 2021). Limitarianism

calls for a redistribution of the capital in favor of welfare investments to cover more urgent global needs

(Robeyns, 2019).

Lobbying reflects the strategy of investing surplus resources in political influence. Some political science

theories, such as public choice, assume that people follow their personal interest in politics as in business

(Tullock et al., 2002). Thus, politicians will welcome lobbying activity if it results in new supporters,

connections, or other assistance. In turn, they will agree to maintain the status quo, by not taking actions

against tax avoidance.

However, voters and consumers are also self-interested. One potential solution is to distance lobbying from

the corporations’ and the politicians’ interests through transparency requirements (Holman & Luneburg,

2012). Transparency removes secrecy: with informed voters and customers, both self-interested politicians

and corporations will have to avoid striking unpopular deals.

Economic theory presents income shifting, a powerful tax avoidance strategy. Today’s globalized world

creates opportunities for a rent-seeking, self-interested multinational corporation to exploit the differences

among local tax rates. It is possible to formally “shift” income in foreign states which feature a lower

corporate tax rate, and “import” the money back home at a later time. Thus, states attract businesses by

lowering their tax rates (Clausing, 2009). Governments compete against each other in what researchers call

a “race to the bottom”, with some tax havens featuring a 0% rate. Such competition cannot be regarded as a

healthy sign of a free market, since it compromises the budget for public welfare measures. In this “game”,
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governments have the power to act first and influence the behavior of corporations. To make income

shifting unprofitable, governments may collect the tax deficit, meaning the difference between a special tax

rate only for “imported” incomes, and the tax haven’s low rate. The aim is to prompt a “race to the top”,

with productive workforce, good infrastructure, high purchasing power becoming more attractive than low

taxes. Welfare improvements would then become the governments’ winning strategy (Clausing et al., 2021).

Analyzing Insights and Finding Common Ground

Building a data management table is an important step in interdisciplinary papers. It presents an overview

of the differences and similarities in concepts, assumptions, methodology, insights and approaches among

the three disciplines.

Figure 1: Data Management Table

At this point, some common ground may be identified among the disciplines. Together, they may provide a

different interpretation of the issue, a better explanation of its causes, or even a new perspective suggesting

an innovative solution. This step is a cornerstone of interdisciplinary research. Theory extension is a useful

technique: the current understanding of corporate tax avoidance can be visually expanded to include the

new causal factors (Repko et al., 2007). The theory extension chart makes the complexity of the issue more

visible, by mapping the main disciplinary insights and their causal links into a web.

Figure 2: Theory Extension Chart
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The chart illustrates the application of the theory extension technique. Starting from the three disciplinary

perspectives, the main insights are displayed in boxes which are connected by arrows according to their

causal relationships.

Corporate limitarianism holds that surplus money will be used to

increase the corporations’ benefit through investments in political

influence. Following the public theory approach, lobbying is in the

interest of rich corporations and policymakers, when their

reputation is not at risk. This is an issue for democracy: only the

richest corporations, which have the resources to invest in lobbying

will obtain some favorable (in)action. Protecting the status quo

maintains income shifting profitable, thanks to uneven tax rates,

and governments not collecting the unpaid taxes of firms operating

in multiple countries.

Integrating Insights

Philosophy insights put an emphasis on the negative effects of inefficient wealth distribution. Insights from

political science focus on the relationship between corporations and the state. Economic literature identifies

weaknesses in current taxation systems. The three disciplines give three partial explanations of the issue:

from this knowledge, at least three different solution approaches are immediately recognizable. First, taxing

surplus money would reduce the primary resource needed for investing in political power. Second,

increased transparency on lobbying activities may render lobbying less appealing to either the policymaker

or the corporation. Third, the collection of tax deficit would make income shifting unprofitable. Adopting

these solutions into a coordinated strategy may address different dimensions of the same issue, ideally

producing a more effective response.

Final Remarks

Each discipline introduces a somewhat different approach to the problem, by finding different causes and

the corresponding responses. There seems to be no reason to consider these as conflicting. The

simultaneous pursuit of multiple paths defines a true interdisciplinary solution. Additional measures to

explore may entail improving coordination among different tax systems, and sanctioning tax havens

(Clausing et al., 2021). Naturally, more extensive and in-depth research is needed to further study the issue,

also including more disciplines and theories in the process.
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