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BbIAYMKH KOPIIOPATUBHOTIO
HAJIOI'OOBJIOKEHHUA U TPHU CITIOCOBA .
IOArOTOBHUTD ET'0 K BBI3OBAM IUPPOBOU
IIOXHU

®PAHYECKO KAHHAC, apgbloHKT-npodheccop HanoroBoro npa.sa
YHuBepcuteT BocTouHoro MNbemoHTa (Via del Duomo, 6, 13100 Vercelli VC, UTanus).
E-mail: francesco.cannas@uniupo.it

AnHoTaumsa: B xoge MexayHapogHon KOHMepeHUMmn, opraHn3oBaHHON VNHCTUTYTOM rocyAapCTBEHHOW CryxObl U ynpaBneHus
Poccuiicko akageMmMm HapoaHOro XO3sIMCTBa M rocyaapcTBeHHoW cnyx6bl npu MpesuaeHte Poccuiickon denepauum, aBTop
npeacTaBun CBOW UCCNEAoBaTENbCKUN MPOEKT, KOTOPbINA OH Y& AEMOHCTPUMPOBAI B HECKOMNbKMUX MEXAYHAPOOHBIX YUpeXaAeHUsIX
(NenpeHcknin  yHuBepcuteT B HupepnaHgax v MOCKOBCKMI rocyaapCTBEHHbIW yHuBepcuTeT umeHn M.B. JlomoHocoBa B
Poccuiickon ®epepaumu). PaboTta B JaHHOM HanpaBneHuu npofomxkaeTcs u byaet 3aBeplueHa He paHee 2022 roga B BUAE OAHON
WIN HECKOMbKMX OMyBrMKOBaHHbIX CTaTew.

MpencraBneHHas cTaTbsl ABNSIETCA KPATKMM OTYETOM O NPOBEAEHHOW npe3eHTauun. B Havane aBTop obcyxaaer npuuvHbl,
Mo KOTOPbIM peLLeHne NpPobrnem HanoroobrnoXeHWsl 3aKnYaeTCs He CTOMbKO B M3MEHEHUW NpaBun pacnpeaeneHns v NpUHSTAMN
HOBbIX Mep, 4TOObl MPenoTBPaTUTL YKIOHEHME OT YnnaTbl NOAOXOAHOMO Hamora ¢ npeanpusituii. Bo BTopol 4yactu aBTop
yTBEPXAAET, UTO PeLLEHUst MOTYT BO3HUKHYTb B pe3yrnbrate pedOpMUPOBaHUS CYLLECTBYIOLLMX KOCBEHHbBIX HANoroB, OCHOBaHHbIX
Ha NPon3BOACTBE, NpoAaxe, UCMOSIb30BaAHUW UMW BraeHUn ToBapamu 1 ycryramu, U uccrnegyet BO3MOXHOCTU peLLeHns TEKYLLNX
npo6rnemM KoprnopaTMBHOIO HANOro0BNOXEHMUS.
KnroueBble croBa: KOpnopaTnBHOE HaNoroobrnoxeHve, BbiI30BbI, LMGPOoBas anoxa
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THE FICTIONS OF CORPORATE TAXATION AND THREE IDEAS TO MAKE IT FIT FOR THE CHAL-
LENGES OF THE DIGITAL ERA

FRANCESCO CANNAS, Adjunct Professor of Tax Law
University of Eastern Piedmont (Via del Duomo, 6, 13100 Vercelli VC, Italy). E-mail: francesco.cannas@uniupo.it

Abstract: During the International Conference organized by the Institute of Public Administration and Civil Service of the Russian
Presidential Academy of National Economy and Public Administration, the author presented a research project he was carrying
out and presenting at several international institutions (among others, the University of Leiden, in the Netherlands, and the
Lomonosov State University, also in the Russian Federation). The work is still in progress and is expected to be completed not
earlier than 2022, in the form of one or more publishable articles.

The presented article is brief report on the presentation held. Firstly, the author discusses the reasons why the solution to the
taxation problems does not lie so much in redesigning the allocation rules and adopting new anti-avoidance measures in corporate
income taxes. In a second part, the author argues that solutions may arise from reforming existing indirect taxes, based on the
production, sale, use or ownership of goods and services and explores the possibilities to solve the current corporate taxation
problems.

Keywords: corporate taxation, challenges, digital age
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Introduction

The development of economic activities, and the corresponding attri-
bution of income and wealth to economic actors, has undergone var-
ious processes of de-territorialization and de-materialization. Those
processes have put into light the inadequate character of the tradition-
al corporate taxes, based on concepts such as residence and income.
In the first part, the paper discusses the reasons why the solution does
not lie so much in redesigning the allocation rules and adopting new
anti-avoidance measures in corporate income taxes. In a second part,
the paper argues that solutions may arise from reforming existing indi-
rect taxes, based on the production, sale, use or ownership of goods
and services and explores three possibilities: VAT-based business
tax, excise tax on digital goods and services and business wealth tax.

Main weaknesses of the current taxation
As to the first part of the paper, the three main weaknesses of the
current income taxation were shortly presented:

1) Corporate entities are more than the sum of their members
(e.g. a company can sue and be sued in their own name). The tax law
borrows a lot from corporate law and adapts its concepts to taxation.
One of the best examples is the concept of residence, which is of fun-
damental importance in shaping public policies (and allocating taxes),
but nowadays widely favour artificial manipulations within avoidance
schemes!.

2) The notion of income. In the 17th century, the taxes were
gradually moved from land to the production originating from the land.
Subsequently, in the course of the industrial revolution, the income
was chosen as the main (but not sole) taxable item. The problem is
that the notion of income is rooted in “traditional” accounting rules and
is seen as a cash flow2. Nowadays, most of the assets and business
facts put in place by globalized and digitalized enterprises have no
relevance for accounting purposes. It is enough to think about the fact
that none of the “Airbnb houses”, which are de facto assets for the
company, are given relevance in its statutory accounts.

3) Enforcement. It is a fiction to affirm that tax laws are effec-
tively enforceable beyond the State’s borders. This has a number of
reasons, but the main one is that each State act in its exclusive own
interest.

All the solutions recently proposed at international level, like for
example the OECD BEPS Project, although commendable, are not

1 For a general overview, see also - [Shaviro, 2004].

2 For an example of tax structure exploiting the weaknesses of the
system, - [Van Den Hurk, 2014]. In the media: http://www.the-
guardian.com/business/2012/dec/07 /starbucks-tax-repercus-
sions; http://www.starbucks.co.uk/blog/an-open-letter-from-kris-
engskov/1249.
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going to the very heart of the problem, which is that corporate income
taxation was conceived decades ago in an economic environment that
was completely different3.

Solutions to the current taxation problems
In the light if this, the author discussed a number of possible solutions
to either replace or, more likely, complement the current framework.

They are summarized as the following:

1) Taxing (untaxed) transactions — a Residual Transaction Tax.

Most of the transactions realized by companies are subject to
VAT (sometimes deductible in the hands of the payer). A residual
transaction tax would potentially cover any payment “departing” from
the jurisdiction, which has not been already taxed. Potentially, it could
also be extended to payment done “to” the jurisdiction like for example
the salaries paid to the corporate top management.

A system of deductibility from taxes paid under different schemes
could be envisaged.

From a practical standpoint, it could rely on existing mechanisms
of the non-deductible VAT. In any case, banks and financial institutions
should be involved, as payments are largely digital nowadays.

2) Taxing the corporate value.

This would mean taxing the value of the company in the hands of
its shareholders. It could take different forms, and currently the most
explored by the author is the one of a tax on the ownership (and not
on the capital gain) of shares referred to listed companies. This would
allow to hit the real value of the company and encourage the distribu-
tion of dividends (rather than keeping them “parked” in the company).

3) Introducing the in-kind taxation — imposing the public interest
obligations.

It is derived from the concept of Corporate Social Responsibility*
and involves the multinationals being obliged to contribute to the com-
monwealth by sharing technologies and know-how rather than cashS.
Nowadays, the government receives cash that it needs to carry out
its tasks from private citizens in the form of tax and purchases of the
services. The author proposes that the government should be entitled
to the benefit from technologies developed by the private sector, in
order to better serve the common good and meet the needs of the
population. This would involve a radical change in the perspective of
corporate taxation and the development of a complex legal framework
to prevent the government from harming private businesses.

3 For a theoretical background on the ultimate purpose of taxation,
see in particular - [Avi-Yonah, 2006-2007].

4 On this principle, see among the many [Van Eijsden, 2013]. More in
general, see also - [Canals, 2010].

5 For a background on alternative forms of taxation, see also [Sloter-
dijk, 2010].
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