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Abstract 

This paper develops the concept of fiscal self-sovereignty as a legal, moral, and economic framework for 

lawful tax planning and legal tax saving. It argues that citizens, entrepreneurs, investors, self-employed 

professionals, corporations, and multinational groups are obligated to pay taxes that are lawfully due, but 

they are not obligated to organize their residence, work, ownership, investment, liquidity, corporate 

structure, intellectual property, financing, or cross-border operations in the most tax-expensive manner 

available. The duty to comply with tax law does not imply a duty to overpay, remain maximally taxable, 

trigger unnecessary taxable events, preserve unnecessary fiscal attachment, or choose inefficient legal 

forms merely because they produce higher revenue for the state. 

The central research question is whether the legal duty to pay taxes that arise implies a legal or moral duty 

to arrange one’s affairs so that more taxes arise. This paper answers in the negative. Taxpayers must 

comply with the law, but they are not required to create taxable facts unnecessarily. The non-creation of 

tax is not the same as non-compliance. This distinction holds where the taxpayer acts within applicable 

reporting, disclosure, substance, anti-deferral, and anti-abuse rules. Where no taxable event has legally 

arisen under those conditions, there is no tax to evade. 

The paper uses a conceptual legal-theoretical method. It does not offer jurisdiction-specific tax advice, 

and the examples discussed are illustrative rather than prescriptive. The paper identifies recurring 

mechanisms through which tax obligations arise: nexus, residence, source, classification, ownership, 

timing, realization, distribution, remittance, entity form, treaty qualification, financing structure, value 

attribution, anti-abuse recharacterization, and coordinated minimum-tax rules. It then develops a general 

theory of lawful tax saving as the intelligent non-creation, reduction, or deferral of unnecessary taxable 

facts within legally recognized boundaries. 

The paper makes three contributions. First, it distinguishes tax non-compliance from the lawful non-

creation of taxable facts. Second, it develops fiscal self-sovereignty as a normative framework for lawful 

tax saving. Third, it shows that personal, entrepreneurial, and corporate tax planning share the same 

underlying mechanisms: nexus, classification, timing, ownership, financing, jurisdiction, substance, and 

anti-abuse boundaries. 

The conclusion is that the taxpayer is a legal subject, not a fiscal object. The state’s legal claim extends to 

taxes that valid law creates; it does not extend to a taxpayer’s failure to choose more efficient lawful 

arrangements. 
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1. Introduction: The Right Not to Overpay 

Modern tax systems often present taxation as a civic duty and as a necessary contribution to infrastructure, 

public services, security, education, healthcare, social order, and collective welfare. Tax scholarship has 

examined tax planning, avoidance, evasion, administration, economic efficiency, compliance, and tax 

morale as interrelated elements of fiscal systems [1–8]. Such literature explains why taxation is not merely 

a technical transfer of money, but also a legal, economic, administrative, social, and moral phenomenon. 

However, the moral language of taxation can become one-sided if civic duty is treated as a duty of maximal 

exposure. Public-good arguments may justify taxation in general. They do not justify every concrete tax 

burden, every rate, every base, every enforcement method, every jurisdictional claim, or every expansion 

of fiscal reach. 

The existence of public goods does not create a duty to overpay. Public-good rhetoric can explain why a 

state may need revenue, but it cannot transform every fiscal claim into a moral command. A taxpayer must 

comply with lawful obligations, but is not required to internalize the state’s fiscal preference as the highest 

organizing principle of private life, business activity, investment, ownership, liquidity, or corporate 

structure. 

The central research question of this paper is therefore simple: does the legal duty to pay taxes that arise 

imply a duty to arrange one’s affairs so that more taxes arise? This paper argues that it does not. The 

taxpayer’s legal duty is compliance, not fiscal self-sacrifice. A person is obliged to pay taxes that legally 

arise. A person is not obliged to create them unnecessarily. 

This paper contributes to tax theory by reframing legal tax saving as the lawful non-creation of 

unnecessary taxable facts. If tax liability arises through legal form, classification, residence, realization, 

ownership, entity choice, treaty qualification, jurisdictional attachment, anti-abuse rules, or statutory 

recharacterization, then the decisive question is not whether the taxpayer chose the state’s preferred fiscal 

outcome. The decisive question is whether the chosen arrangement is recognized by law, corresponds to 

legal and economic reality, and remains within applicable legal boundaries. 

The argument is not that taxation has no legitimate role. The argument is that legitimate taxation does not 

create a duty of maximal exposure. The state may claim what the law creates. It may not demand that 

taxpayers arrange their affairs so that the law creates more. 

 

2. Methodology and Scope 

This paper uses a conceptual legal-theoretical method. It does not provide jurisdiction-specific tax advice 

and does not evaluate whether any individual structure is valid under a particular national tax code. Instead, 

it identifies recurring legal mechanisms through which taxation arises: nexus, residence, source, 

classification, ownership, timing, realization, distribution, remittance, entity form, treaty qualification, 

financing structure, value attribution, statutory anti-abuse rules, and coordinated minimum-tax regimes. 

The examples discussed in this paper are illustrative rather than prescriptive. They are not treated as 

recommendations for any particular taxpayer, but as recurring illustrations of the same underlying legal 

mechanism: taxation arises through nexus, classification, timing, ownership, substance, anti-abuse 

http://www.ijfmr.com/


 

International Journal for Multidisciplinary Research (IJFMR) 
 

E-ISSN: 2582-2160   ●   Website: www.ijfmr.com       ●   Email: editor@ijfmr.com 

 

IJFMR260381409 Volume 8, Issue 3, May-June 2026 3 

 

boundaries, and taxable events. No reader should treat the examples as operational instructions without 

jurisdiction-specific professional review. 

The paper compares these mechanisms across personal, entrepreneurial, corporate, and multinational 

contexts in order to develop a general theory of lawful tax saving as fiscal self-sovereignty. Its focus is 

not technical compliance rules in one jurisdiction, but the legal architecture by which tax obligations come 

into existence. 

The paper distinguishes three levels of analysis. The first is legal: whether a tax obligation has arisen under 

valid law. The second is structural: which legal facts created the obligation. The third is normative: 

whether taxpayers have any legal or moral duty to create, preserve, or intensify taxable facts when lawful 

alternatives exist. The argument is that taxpayers must comply with the law, including the boundaries set 

by anti-abuse and recharacterization rules, but they are not morally required to select the most tax-

burdensome arrangement among lawful options. 

 

3. Existing Literature and Contribution 

Existing tax scholarship has examined lawful tax planning, tax compliance, tax morale, corporate tax 

behavior, profit allocation, international tax competition, anti-avoidance rules, and the design of rules 

against base erosion. Broad reviews of tax research show that taxation affects not only government 

revenue, but also corporate decision-making, organizational form, investment, capital structure, tax 

avoidance, and asset pricing [1]. Public-finance literature also distinguishes tax avoidance, evasion, 

administration, and economic efficiency, making clear that taxpayer behavior and tax-system design must 

be studied as part of the tax system itself rather than as external anomalies [2–4]. 

Tax-compliance and tax-morale literature often studies why taxpayers comply and how trust, fairness, 

reciprocity, enforcement, and civic duty influence tax behavior [5–8]. Corporate tax research examines 

how taxes affect organizational form, financing, investment, location, payout policy, transfer pricing, 

mergers and acquisitions, and cross-border structuring [1]. Empirical and policy-oriented international tax 

literature further analyzes profit allocation, intangible assets, debt shifting, treaty networks, deferral, 

hybrid classification, preferential regimes, and anti-base-erosion measures [14–25]. 

This paper builds on those fields but shifts the perspective. Much existing analysis treats legal tax planning 

primarily from the viewpoint of the state: revenue protection, compliance, base protection, enforcement, 

and system integrity. This paper instead begins from the legal position of the taxpayer as a legal subject. 

It asks not merely how the state evaluates tax planning, but whether the taxpayer has any moral or legal 

duty to organize life, business, investment, residence, or corporate structure in the most tax-expensive 

manner available. 

The paper makes three contributions. 

First, it distinguishes tax non-compliance from the lawful non-creation of taxable facts. Non-compliance 

means failing to pay a tax that has legally arisen. Lawful non-creation means organizing facts so that the 

tax does not arise in the first place, provided that reporting, disclosure, substance, anti-deferral, anti-abuse, 

and recharacterization rules are satisfied. The first violates the legal order. The second operates within it. 

Second, it develops fiscal self-sovereignty as a normative framework for lawful tax saving. Fiscal self-

sovereignty does not mean freedom from law. It means the taxpayer’s freedom to choose lawful facts, 

lawful structures, lawful residence, lawful entity forms, lawful timing, lawful financing, and lawful 

jurisdictional arrangements without being morally required to maximize the state’s revenue. 
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Third, it shows that personal, entrepreneurial, and corporate tax planning share the same underlying 

mechanisms: nexus, classification, timing, ownership, financing, jurisdiction, substance, documentation, 

and anti-abuse boundaries. Whether the issue is personal residence, worldwide income, dividends, capital 

gains, debt-based liquidity, transfer pricing, intellectual-property ownership, treaty routes, corporate 

residence, controlled-foreign-company rules, or global minimum taxation, the same legal logic recurs: tax 

arises because law attaches consequences to specific facts. 

This distinction is crucial. If tax liability is produced by legal connection points, classifications, taxable 

events, anti-abuse rules, and statutory fictions, then the taxpayer who lawfully avoids unnecessary 

connection points, classifications, and taxable events is not acting outside the law. The taxpayer is using 

the law’s own architecture. 

 

4. Core Definitions 

This paper uses the term legal tax saving to describe the lawful reduction, deferral, or non-creation of tax 

burdens through legally available structures, classifications, timing choices, residence decisions, financing 

methods, entity forms, investment vehicles, jurisdictional options, and compliance with applicable anti-

abuse boundaries. 

Fiscal self-sovereignty means the taxpayer’s legal capacity to organize residence, work, business, 

ownership, liquidity, capital, corporate structure, and cross-border activity without being required to 

maximize the state’s revenue. 

Tax nexus means the legal connection that allows a jurisdiction to tax a person, entity, asset, payment, 

income stream, transaction, or event. 

A taxable event is the legally defined occurrence that triggers taxation, such as realization, sale, 

distribution, remittance, transfer, exit, liquidation, inheritance, dividend payment, interest payment, or 

receipt of income. 

Tax classification means the legal characterization that determines tax treatment, such as salary, dividend, 

capital gain, business profit, interest, royalty, rent, return of capital, debt, equity, transparent entity, opaque 

entity, domestic-source income, foreign-source income, or effectively connected income. 

Fiscal overexposure means a tax burden that arises not because the taxpayer had no lawful alternative, but 

because the taxpayer failed to structure residence, ownership, timing, entity form, or taxable events 

efficiently. 

Property preservation means the lawful protection of private or corporate resources from unnecessary 

fiscal depletion. It does not deny taxation that legally arises. It denies the moral claim that taxpayers must 

voluntarily organize their affairs so that more of their property becomes taxable. 

Lawful non-creation requires six conditions: legality, substance, documentation, disclosure, economic 

reality, and absence of deception. Legality means that the chosen arrangement remains within the 

applicable legal framework, including specific anti-avoidance rules, controlled-foreign-company rules, 

transfer-pricing rules, reporting obligations, anti-deferral regimes, GAARs, principal-purpose tests, and 

statutory recharacterization rules. Substance means that the arrangement performs a real legal, economic, 

organizational, protective, financial, operational, or governance function beyond the mere production of a 

tax result. Documentation means that contracts, accounts, residence evidence, governance records, loan 

instruments, transfer-pricing files, ownership documents, and board or management records support the 

claimed legal consequences. Disclosure means that legally required reporting and transparency obligations 

are satisfied. Economic reality means that the legal form corresponds to actual functions, risks, assets, 
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control, financing, ownership, purpose, and decision-making. Absence of deception means that the 

arrangement does not depend on concealment, false characterization, sham facts, hidden ownership, 

fictitious transactions, or misrepresentation. 

These conditions distinguish fiscal self-sovereignty from mere formalism. A structure is not defended here 

because it carries a legal label, but because the legal label corresponds to facts, functions, risks, ownership, 

purpose, timing, economic reality, and legally recognized non-tax purposes. Substance is therefore not 

treated only as a compliance term dictated by the state. It is also understood teleologically: a structure has 

substantive reality when it performs a real function, such as organizing investment, protecting assets from 

geopolitical or market risk, separating liability, preserving enterprise continuity, facilitating succession, 

pooling capital, financing operations, managing liquidity, locating decision-making, or allocating risk. 

The essential distinction is simple: the taxpayer is required to pay taxes that the law creates. The taxpayer 

is not required to create taxable facts unnecessarily. 

 

5. Boundaries: Legality, Substance, Documentation 

Fiscal self-sovereignty operates within legality, disclosure, documentation, genuine economic 

organization, and compliance. This paper does not defend false reporting, concealment, fictitious loans, 

artificial residence, sham companies, hidden beneficial ownership, fake substance, undisclosed income, 

or structures whose legal form does not correspond to economic reality. 

The taxpayer may lawfully choose a residence, company, holding, investment vehicle, debt structure, tax-

transparent entity, territorial jurisdiction, treaty route, intellectual-property structure, treasury center, 

operating model, special regime, or corporate transaction. But the legal facts must correspond to reality. 

A genuine loan must be real debt. A company must have substance where substance is required. Residence 

must satisfy legal and factual conditions. Transfer pricing must be documented. Intellectual-property 

ownership must correspond to development, control, risk, and exploitation. Treaty qualification must 

satisfy applicable conditions. A foundation, trust, association, or purpose-owned structure must 

correspond to its legal purpose, governance, distribution limits, and ownership reality. 

The argument is not that tax obligations should be ignored. The argument is that tax obligations should 

not be unnecessarily created. The taxpayer’s freedom is not a freedom to fabricate facts. It is the freedom 

to choose lawful facts. 

A further clarification is necessary to avoid circular reasoning. This paper does not argue that every tax-

reducing structure is morally defensible merely because it is formally legal. Lawfulness is the threshold 

condition, not the complete normative justification. A tax-reducing structure becomes defensible within 

the framework advanced here when it satisfies legality, transparency, documentation, genuine economic 

organization, responsible self-protection, and the absence of deception. The importance of this distinction 

is consistent with substance-oriented limits in tax law, including the economic substance doctrine, which 

addresses transactions that formally satisfy legal rules while lacking meaningful economic reality [31]. 

Modern tax law also contains GAARs, SAARs, controlled-foreign-company regimes, anti-deferral rules, 

principal-purpose tests, and statutory recharacterization rules. These rules do not abolish taxpayer choice. 

They define the legal boundary between recognized planning and arrangements that the legal system 

refuses to respect for tax purposes. GAARs are an important feature of modern tax systems because 

specific legislation cannot capture every abusive arrangement, but their legitimate function is to address 

abuse within a defined legal framework, not to create a general moral duty of maximum taxation [37, 38]. 

This point does not weaken the framework advanced here. It clarifies it. If a GAAR or statutory fiction  
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recharacterizes a transaction, the legal consequence changes because the legal system has created a 

corrective rule. But that corrective fiction is not the same as a moral obligation to choose the highest-tax 

route from the outset. The taxpayer’s initial choice among lawful forms remains an exercise of fiscal self-

sovereignty; the GAAR defines the legal boundary at which the state refuses to recognize the chosen form 

for tax purposes. 

The distinction between non-compliance and lawful non-creation therefore depends on substance. A 

taxpayer does not act legitimately merely by attaching a lawful label to an artificial arrangement. The legal 

facts must correspond to the economic and organizational facts. Residence must be real. Debt must be 

genuine. Corporate functions must exist. Ownership must correspond to control and benefit. Purpose-

owned structures must serve their stated governance and distribution logic. Treaty qualification must 

correspond to actual eligibility. 

The argument is not that legality automatically produces morality. The argument is narrower and stronger: 

where lawful alternatives exist, where the chosen structure corresponds to reality, where legally required 

disclosure and compliance obligations are satisfied, and where the arrangement remains within applicable 

anti-abuse boundaries, the taxpayer has no additional moral duty to choose the alternative that creates the 

highest tax burden. 

The distinction can be summarized as follows: 

 

Table 1. Distinguishing Non-Compliance from Lawful Non-Creation of Taxable Facts 

Dimension Tax Non-Compliance Lawful Non-Creation of Taxable Facts 

Basic logic A tax obligation has legally 

arisen, but the taxpayer fails 

to comply. 

The taxpayer organizes lawful facts so that the 

tax obligation does not arise unnecessarily. 

Legal status Violation of tax law, 

reporting duties, disclosure 

duties, payment duties, or 

anti-abuse determinations. 

Exercise of legally available choices within 

compliance, disclosure, substance, anti-deferral, 

and anti-abuse requirements. 

Relation to taxable 

event 

The taxable event has 

occurred and is ignored, 

concealed, misreported, or 

unpaid. 

The taxable event is lawfully avoided, deferred, 

or not created, unless a valid anti-abuse or 

recharacterization rule treats it otherwise. 

Factual basis May involve concealment, 

misrepresentation, sham 

arrangements, fictitious 

loans, false residence, hidden 

ownership, or abuse of legal 

form. 

Requires legality, substance, documentation, 

disclosure, economic reality, non-tax functional 

purpose, and absence of deception. 

Relation to GAARs 

and legal fictions 

May be corrected, penalized, 

or recharacterized because 

the legal system refuses the 

taxpayer’s characterization. 

Remains defensible where the arrangement is 

not recharacterized under applicable GAARs, 

SAARs, CFC rules, anti-deferral rules, or 

statutory fictions. 
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Dimension Tax Non-Compliance Lawful Non-Creation of Taxable Facts 

Moral problem Refusal to satisfy an 

obligation that has legally 

arisen. 

No moral duty to choose the highest-tax 

alternative where lawful, substantive, 

transparent, and non-abusive alternatives exist. 

Core distinction The taxpayer refuses the legal 

consequence of facts already 

created. 

The taxpayer lawfully chooses different facts 

before tax attaches, subject to valid anti-abuse 

boundaries. 

 

The table clarifies why the argument does not collapse into a defense of non-compliance. The relevant 

distinction is not whether less tax is paid, but whether the tax-reducing result arises from lawful, 

substantive, documented, disclosed, and non-abusive facts rather than from concealment, fabrication, 

abuse of form, or refusal to pay taxes already due. 

 

6. Fiscal Self-Sovereignty, Tax Morale, and Property Preservation 

A taxpayer is not a passive revenue object. Citizens, entrepreneurs, investors, and corporations are legal 

subjects capable of choosing between lawful options. If a person is mature enough to be taxed, held liable, 

bound by contracts, punished for violations, and burdened with legal duties, then that same person must 

also be recognized as mature enough to plan. 

Legal maturity cannot operate only when the state collects. It must also operate when the taxpayer 

organizes. The state cannot treat taxpayers as fully responsible when imposing duties and then as morally 

suspicious when they lawfully reduce fiscal exposure. 

Legal tax saving requires a moral reframing. Taxpayers who lawfully reduce tax exposure are not 

necessarily less civic, less responsible, or less ethical than taxpayers who pay more. The decisive moral 

distinction is not between paying more and paying less. The decisive distinction is between legality and 

illegality, responsibility and negligence, intelligent structuring and fiscal ignorance, genuine economic 

organization and artificial appearance. 

Legal tax saving is morally defensible not merely because it is legal, but when it rests on legality, 

transparency, genuine economic organization, responsible self-protection, and the absence of deception. 

The moral baseline is not maximum payment, but lawful and responsible self-organization. Taxpayers 

who pay what is lawfully due have fulfilled the legal obligation. Taxpayers who pay more merely because 

of ignorance, poor structuring, unnecessary residence, premature realization, unnecessary dividend 

extraction, or failure to use lawful options have not performed a higher civic duty. They have merely 

surrendered value without legal necessity. 

This point also concerns property preservation. Taxation transfers private or corporate resources into 

public control. This does not deny the legitimacy of taxation; it clarifies that taxation is a claim against 

resources that would otherwise remain under private or corporate control. Such transfer may be lawful 

and sometimes justified, but it remains a legally coercive claim against property. The taxpayer’s lawful 

effort to preserve property is therefore not morally inferior to the state’s effort to collect revenue. A state 

may impose taxes through law. It may not convert every lawful act of property preservation into a moral 

failure. 

Tax morale should not mean passive fiscal submission. Tax morale should mean lawful compliance 

without voluntary overexposure. Tax morale research has shown that compliance is influenced by norms, 

trust, fairness, and civic duty [5–8]. This paper does not reject those factors. It argues that they should not 
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be transformed into a moral obligation to create unnecessary taxable facts. Taxpayers must not lie, conceal, 

fabricate, or misrepresent. But they also have no duty to arrange residence, work, ownership, liquidity, 

corporate structure, or investment in the most tax-expensive way available. 

This does not deny the public-finance concern that tax reduction can create distributional asymmetries. 

Taxpayers with greater mobility, liquidity, legal knowledge, or access to professional advice may have 

more capacity to reduce fiscal exposure than local employees, small businesses, or less informed 

taxpayers. This asymmetry is real and must be addressed at the level of tax-system design. 

 

7. The Sovereign Taxpayer as Metaphor 

As a metaphor, the sovereign taxpayer represents the person who distinguishes compliance from 

submission. This figure does not reject law, evade tax, conceal income, fabricate residence, hide 

ownership, or deny obligations that have legally arisen. Rather, it represents the legally mature taxpayer 

who recognizes that taxation arises through legal attachment, classification, timing, ownership, financing, 

jurisdiction, and taxable events. The sovereign taxpayer accepts the duty to comply, but rejects the idea 

that compliance requires fiscal surrender. The metaphor matters because modern fiscal systems may rely 

not only on law, but also on taxpayer inertia, informational asymmetry, and internalized norms of fiscal 

obligation. Public discourse may frame higher tax payment as civic virtue while treating lawful reduction 

with suspicion. Fiscal self-sovereignty rejects this psychological capture: it accepts taxation where law 

creates it, but refuses to transform lawful overexposure into a moral duty. 

 

8. Taxation as Legal Attachment: Nexus, Classification, Event 

Taxation does not attach to wealth, income, or economic power in a raw form. It attaches through law. 

The law decides who is resident, where income is sourced, when gain is realized, what counts as a 

dividend, whether an entity is transparent, where a company is managed, whether a permanent 

establishment exists, whether a payment is interest or equity return, whether a transfer is taxable, and 

whether an anti-abuse rule recharacterizes the legal consequences of an arrangement. 

The decisive question is not merely how much economic value exists. The decisive question is where the 

law locates the taxpayer, the asset, the company, the income, the risk, the function, the payment, the 

distribution, the gain, the anti-abuse boundary, and the taxable event. 

This is the core of fiscal self-sovereignty. If taxation arises through legal attachment, then the lawful non-

creation of unnecessary attachment is not a failure of duty. It is the exercise of legal intelligence. The non-

creation of tax is not the same as non-compliance where the taxpayer acts within applicable reporting, 

disclosure, substance, anti-deferral, and anti-abuse rules. Where no taxable event has legally arisen under 

such conditions, there is no tax to evade. 

A taxpayer has no duty to create, maintain, or intensify unnecessary fiscal attachment. Legal tax saving 

begins with the lawful management of tax nexus, classification, substance, anti-abuse boundaries, and 

taxable events. 

The recurring mechanisms of taxable attachment can be organized as follows: 
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Table 2. Legal Mechanisms Through Which Tax Obligations Arise 

Mechanism Legal Question Examples of Tax-Relevant Effects 

Nexus Does the jurisdiction have a sufficient 

legal connection to tax the person, 

entity, asset, income, or event? 

Residence taxation, source taxation, 

permanent establishment, effectively 

connected income. 

Classification How does the law characterize the 

payment, entity, instrument, asset, or 

transaction? 

Salary, dividend, interest, royalty, capital 

gain, debt, equity, transparent entity, 

opaque entity. 

Timing Has the taxable event occurred, or can 

it lawfully be deferred or avoided? 

Realization, distribution, remittance, sale, 

exit, liquidation, repatriation. 

Ownership Who legally owns, controls, benefits 

from, or bears risk in relation to the 

asset or income? 

Personal ownership, corporate ownership, 

trust, foundation, fund, holding company, 

beneficial ownership. 

Financing Is liquidity created through income, 

sale, distribution, debt, capital 

contribution, or return of capital? 

Dividend taxation, capital gains taxation, 

interest deductions, debt-based liquidity, 

intra-group financing. 

Jurisdiction Which legal system has taxing rights, 

and which lawful regime applies? 

Residence rules, territorial taxation, 

treaties, special regimes, tax competition, 

preferential zones. 

Substance Do the legal form and economic 

reality correspond? 

Genuine residence, real debt, actual 

functions, documented transfer pricing, 

real ownership, treaty eligibility. 

Anti-abuse 

boundary 

Does a GAAR, SAAR, CFC rule, 

principal-purpose test, anti-deferral 

regime, or statutory fiction 

recharacterize the arrangement? 

Recharacterization, denial of benefits, top-

up taxation, inclusion of foreign income, 

disallowance of deductions. 

 

These mechanisms show why legal tax saving is not reducible to one technique or one jurisdiction. 

Personal residence planning, corporate structuring, transfer pricing, debt-based liquidity, ownership 

vehicles, treaty qualification, anti-abuse rules, and coordinated minimum-tax regimes all operate through 

the same legal architecture: tax arises when law attaches consequences to facts. 

 

9. Mapping Taxable Attachment 

A citizen who wishes to avoid unnecessary taxation must begin with questions, not products. The first 

question is residence: which state claims the person as fiscally belonging to it, and does that residence 

create worldwide income taxation? The second question is source: where does the income legally arise? 

The third question is classification: is the payment salary, business profit, dividend, interest, royalty, rent, 

capital gain, return of capital, loan proceeds, inheritance, or foreign-source income? The fourth question 

is timing: has a taxable event occurred, or can realization, distribution, remittance, sale, exit, or repatriation 

lawfully be avoided or delayed? The fifth question is ownership: should the asset be held personally, 

through a company, holding, partnership, fund, foundation, association, trust, cooperative, or other 

vehicle? The sixth question is jurisdiction: does another lawful jurisdiction, visa regime, territorial system, 

tax treaty, special zone, or investment incentive provide a better legal result? The seventh question is 
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evidence: do the residence, management, ownership, contracts, loans, functions, risks, assets, and 

documents correspond to the claimed legal result? The eighth question is anti-abuse: does a GAAR, 

SAAR, CFC rule, principal-purpose test, anti-deferral rule, minimum-tax rule, or statutory fiction 

recharacterize the arrangement? 

This map does not provide individual tax advice. It provides the structure of lawful fiscal thinking. Tax 

saving begins when the taxpayer stops asking only how much tax must be paid and begins asking which 

legal facts create the tax in the first place. 

 

10. The Economics of Reduced Outflow 

Legal tax saving is rarely effortless at the beginning. It may require research, professional advice, 

relocation, new residence planning, the termination of old fiscal attachments, corporate restructuring, 

holding structures, revised ownership models, banking changes, documentation, new contracts, altered 

distribution policies, different investment vehicles, and a disciplined separation between personal and 

business activity. For the individual, it may affect residence, family logistics, travel patterns, asset 

ownership, inheritance planning, and the location from which work is performed. For the entrepreneur or 

corporation, it may affect entity choice, management location, financing, intellectual-property ownership, 

supply chains, accounting systems, documentation, and the legal organization of functions, risks, and 

assets. 

This initial burden explains why many taxpayers remain in inefficient structures. Complex tax systems 

may benefit from taxpayer inertia, especially when restructuring requires information, cost, and 

administrative effort. A taxpayer may continue paying excessive taxes not because the law requires it, but 

because restructuring appears complex, costly, unfamiliar, or disruptive. Yet this perception is frequently 

misleading. The relevant question is not whether tax-efficient structuring requires effort. It often does. The 

relevant question is whether the long-term reduction of recurring fiscal outflow outweighs the temporary 

cost of restructuring. 

A recurring tax burden is not a one-time expense. It is a permanent extraction from future capital 

formation. Every unnecessary tax payment reduces the capital available for investment, entrepreneurship, 

liquidity, family security, risk-taking, research, employment, independence, and wealth accumulation. 

Over time, the difference between a poorly structured taxpayer and a well-structured taxpayer is not merely 

a difference in annual tax paid. It is a difference in compounded wealth. 

Recurring tax savings are not merely avoided costs; they are retained capital capable of compounding. A 

saved tax unit that remains lawfully available for reinvestment, debt reduction, asset acquisition, business 

expansion, or family protection can become future capital. Legal tax saving is therefore not a distraction 

from wealth creation. It is one of its foundations. 

The moral and economic analysis of taxation must also consider tax incidence, compliance costs, 

deadweight loss, inflation, and multiple taxation. Tax incidence literature shows that a tax formally 

imposed on one person or company may be economically borne by another through effects on prices, 

wages, capital returns, investment, or other margins [9, 10]. Corporate taxes may affect shareholders, 

workers, consumers, suppliers, investment, wages, prices, and capital allocation. 

Taxation also imposes compliance costs through accounting, legal advice, documentation, filing, audits, 

uncertainty, administrative time, reporting systems, and the risk of error. Compliance-cost research has 

shown that the burden of taxation is not exhausted by the amount of tax paid; administrative and 

compliance costs are part of the economic burden of tax systems [11–13]. Taxation may also create 
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deadweight loss by changing behavior, reducing investment, discouraging work, altering corporate 

location, distorting financing, or shifting activity into less efficient forms [4]. 

The same economic value may also be taxed repeatedly across legal stages. Corporate profit may be taxed 

at the company level, distributed profit may be taxed as dividend income, reinvested income may later be 

taxed as capital gain, wealth may be subject to transfer or inheritance tax, consumption may be taxed 

through VAT or sales tax, and property may be taxed through annual or transaction-based charges. OECD 

analysis of capital income taxation shows that dividend, interest, and capital gains taxation interact with 

corporate and personal tax systems in structurally different ways [34]. Capital gains taxation also raises 

specific issues of realization, timing, preferential treatment, and asset-specific reliefs [35]. 

These factors do not prove that taxation is never justified. They prove that tax burdens require justification 

beyond general public-good language. Legal tax saving can therefore be understood as a rational response 

to recurring extraction, compliance costs, distorted incentives, multiple taxation, and the compounding 

effect of retained capital. 

In fiscal terms, wealth formation depends not only on additional income, but also on the durable reduction 

of unnecessary outflows. The more intelligent path is not always to work more, but to lose less. 

 

11. Personal Fiscal Architecture: Residence, Exit, Capital, Debt 

At the personal level, legal tax saving begins with fiscal belonging. Personal tax residence is one of the 

most powerful gateways to taxation. Once a person is classified as tax resident, a jurisdiction may claim 

the right to tax worldwide income, including foreign dividends, capital gains, interest, business income, 

rental income, pension income, crypto gains, and other foreign-source income. The U.S. tax system 

illustrates the importance of residence and status because U.S. citizens and resident aliens are generally 

subject to U.S. tax on worldwide income, including income earned abroad [27]. 

Many states use a physical-presence threshold, often approximately six months or 183 days. But this is 

not a universal safe harbor. Some jurisdictions use different thresholds, and many examine additional 

indicators such as permanent home, habitual abode, center of vital interests, family ties, economic 

interests, available accommodation, local business control, or continuing attachment to the former home 

state. The United States illustrates additional complexity because residence can arise through a weighted 

multi-year substantial-presence calculation [26], and citizenship can remain relevant to taxation even when 

a person lives abroad [27]. 

Tax planning requires managing both entry and exit. It is not enough to enter a favorable jurisdiction. It 

may also be necessary to lawfully terminate tax residence in a former jurisdiction. A person who leaves a 

high-tax country but keeps a home, family center, effective management role, bank structure, company 

control, or other strong legal attachments may remain exposed to taxation there. 

Exit taxation is best understood as taxation of unresolved fiscal attachment. It arises where a state treats 

emigration, transfer of assets, relocation of functions, loss of residence, or transfer of corporate seat as a 

taxable event. Exit-tax literature describes such rules as mechanisms aimed at taxing accrued but not yet 

realized capital gains when a jurisdiction is about to lose or impair its allocated power to tax those gains 

[36]. The relevant principle is not evasion. It is timing, structure, and legal reality. Exit taxation can often 

be avoided, reduced, deferred, or planned by arranging residence, ownership, holding period, asset 

location, corporate structure, and exit timing before the taxable exit event is triggered. 

Capital taxation depends heavily on realization. The same increase in wealth may be treated differently 

depending on whether it remains unrealized appreciation, becomes a sale gain, is converted into a 
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dividend, is borrowed against, is transferred to a company, is inherited, is gifted, is redeemed, or is realized 

after a change of residence. OECD capital-gains analysis confirms that most countries tax capital gains 

upon realization and that realization-based taxation creates distinct challenges of timing, lock-in, 

valuation, and preferential treatment [35]. The duty to pay tax does not imply a duty to trigger taxable 

events unnecessarily. 

Debt-based liquidity demonstrates the power of legal classification. A shareholder who sells appreciated 

shares may trigger capital gains taxation. A shareholder who receives dividends may trigger dividend 

taxation. A shareholder who pledges shares as collateral and receives a genuine bank loan receives 

liquidity in the form of debt rather than income. Because a genuine loan creates a repayment obligation, 

borrowed funds are generally not treated as income at the moment of receipt. Debt does not abolish 

taxation. It can avoid, defer, or replace the taxable event that would otherwise arise through sale, 

distribution, or realization. 

Private wealth is also structured through pensions, retirement accounts, insurance wrappers, annuities, real 

estate vehicles, family companies, estate planning, gifts, inheritance structures, charitable vehicles, donor 

structures, family offices, and digital-asset arrangements. These structures show that taxation often 

depends on timing, ownership, wrapper, jurisdiction, purpose, and realization. 

 

12. Entrepreneurial Fiscal Architecture: Work, Entity, Distribution 

For self-employed professionals, tax saving begins with correct classification and documentation of 

income-producing activity. Business expenses, professional equipment, travel, insurance, home office, 

depreciation, training, retirement contributions, foreign clients, intellectual-property income, platform 

income, currency differences, and timing of income and expenditure all affect taxable income. This is not 

a refusal to pay tax. It is recognition that income-producing activity creates costs, risks, investments, and 

organizational choices. 

Entrepreneurs choose legal forms: sole proprietorship, partnership, limited liability company, corporation, 

holding company, foundation, trust, fund, association, cooperative, or group structure. Each form creates 

different consequences for liability, income classification, social contributions, dividends, retained 

earnings, capital gains, succession, investment, financing, and control. The law itself creates these forms. 

A taxpayer who chooses the more efficient lawful form is not acting against the legal order. The taxpayer 

is acting through it. 

Entity classification shows that taxation depends not only on economic activity, but on how law treats the 

entity through which activity is conducted. Some legal systems separate civil-law existence from tax-law 

existence. An entity may exist for contracts, banking, ownership, liability separation, and commercial 

activity, while not being treated as a separate income-taxpayer for certain tax purposes. The U.S. 

disregarded entity illustrates this principle: a single-member LLC may exist as a legal entity while being 

disregarded as separate from its owner for U.S. federal income-tax purposes unless it elects otherwise 

[28]. The point is not that such an entity is automatically tax-free. The point is sharper: tax efficiency can 

arise because the law itself declines to create an additional taxable layer. 

Territorial jurisdictions demonstrate a related principle. In a territorial system, the jurisdiction generally 

taxes domestic-source income while foreign-source income may fall partly or fully outside local income 

taxation, depending on the jurisdiction’s rules. A structure can be tax-neutral in one jurisdiction and 

taxable in another. The legal lesson is that tax liability depends on the interaction of entity law, source 

rules, residence rules, ownership rules, and classification rules across multiple systems. 
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Dividend taxation shows that tax liability often depends not on economic benefit alone, but on the legal 

form through which profit is extracted, retained, converted, or distributed. A corporation may retain profit, 

reinvest profit, pay salaries, lend funds, distribute dividends, redeem shares, return capital, restructure 

ownership, or transfer value within a qualified group structure. Each form may produce a different tax 

result. The taxpayer is not obliged to transform business profit into the most heavily taxed form of income. 

 

13. Corporate Fiscal Architecture: Allocation, Classification, Timing, Financing, Jurisdiction 

Corporate tax planning differs from personal tax planning because corporations manage not only 

residence, income, and realization, but allocation. A multinational enterprise can organize where functions 

are performed, where risks are assumed, where intellectual property is owned, where financing is 

provided, where employees are located, where decisions are made, and where value is legally attributed. 

Existing corporate tax research has shown that taxes influence organizational form, capital structure, 

investment, corporate decision-making, and tax planning behavior [1, 18]. 

The purpose of the following corporate examples is not to provide a full technical account of each 

structure, but to show that diverse corporate methods operate through the same legal mechanisms: 

allocation, classification, timing, financing, and jurisdiction. 

Transfer pricing concerns allocation. Hybrid entities and instruments concern classification. Deferral and 

repatriation concern timing. Intra-group debt, treasury centers, and cash pooling concern financing. Treaty 

networks, corporate residence, special zones, and headquarters migration concern jurisdiction. 

Intellectual-property structures, operating models, and investment vehicles often combine all five. 

Taxable profit is not a natural object waiting to be discovered. It is a legal and accounting result produced 

by contracts, pricing, functions, risks, assets, financing, entity classification, treaty rules, and domestic tax 

law. Corporate tax planning therefore concerns the architecture of taxable profit. 

 

14. International Corporate Structures 

Transfer pricing is central to multinational taxation. When related companies exchange goods, services, 

loans, licenses, management support, technology, or intellectual property, the price assigned to these 

internal transactions affects where profit arises within the group. Profit follows functions, risks, assets, 

contracts, documentation, comparables, and the characterization of each group entity. OECD transfer-

pricing work emphasizes that outcomes should align with value creation and the allocation of functions, 

risks, and assets [24]. 

Intangible assets are among the most tax-mobile assets in the modern economy. Patents, trademarks, 

software, algorithms, brand rights, know-how, copyrights, databases, trade secrets, and digital platforms 

can be legally owned in one jurisdiction and commercially exploited in many others. Where intellectual 

property is held by one group entity and licensed to operating companies, royalty flows may shift taxable 

income from operating entities to the IP owner. The tax consequence depends on legal ownership, 

economic development, risk assumption, control, exploitation, and the location of development, 

enhancement, maintenance, protection, and exploitation functions [24]. 

Debt does not only create liquidity. Within corporate groups, it determines where deductions and taxable 

income arise. A group may finance operating subsidiaries through a treasury center, parent company, 

related lender, or central financing entity. The borrower may incur interest expense, while the lender 

receives interest income. Treasury centers and cash-pooling structures manage liquidity, currency 
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exposure, working capital, guarantees, hedging, and financing risk. OECD BEPS work identifies interest 

deductions and other financial payments as a major channel for base erosion [23]. 

Hybrid structures show that tax consequences may arise from classification differences between legal 

systems. One jurisdiction may treat an entity as transparent while another treats it as opaque. One 

jurisdiction may treat an instrument as debt while another treats it as equity. International tax law is not a 

unified global system. Classification conflicts are structural consequences of multiple legal systems 

describing the same economic object differently. OECD BEPS Action 2 specifically addresses hybrid 

mismatch arrangements as a source of cross-border tax effects [22]. 

Cross-border taxation is shaped by treaty routes. Dividends, interest, royalties, capital gains, pensions, 

business profits, and permanent-establishment income may be taxed differently depending on the treaty 

between source state and residence state. Tax saving is also timing. Group profits may be earned in one 

jurisdiction, retained in a subsidiary, reinvested locally, distributed to a parent, repatriated to shareholders, 

lent across the group, paid as royalties, moved through capital reductions, or held until a more favorable 

tax moment. The OECD Model Tax Convention illustrates the role of residence, source, permanent 

establishment, dividends, interest, royalties, and capital gains in treaty-based allocation of taxing rights 

[25]. 

The corporate equivalent of personal residence planning is corporate residence planning. A company may 

be treated as resident according to place of incorporation, registered seat, place of effective management, 

central administration, board control, or other criteria. Corporate migration, re-domiciliation, headquarters 

relocation, and parent-company restructuring show that corporate fiscal attachment is also legally 

constructed. 

Empirical literature on profit shifting and BEPS shows that multinational groups may shift profits through 

several channels, including transfer pricing, debt allocation, treaty structures, hybrid mismatches, deferral, 

and corporate residence planning [14–21]. This paper does not defend artificial profit shifting. Rather, it 

uses this literature to show that corporate taxation is structurally shaped by allocation, classification, 

timing, financing, and jurisdiction. 

The more recent Pillar Two framework confirms the same structural point at a higher level of coordination. 

Pillar Two establishes a global minimum effective corporate tax rate of 15% for large multinational 

enterprise groups and uses top-up-tax mechanisms to reduce the effect of low-tax outcomes in particular 

jurisdictions [39, 40]. This does not dissolve the conceptual distinction between non-compliance and 

lawful non-creation of taxable facts. It shows that states may respond to lawful tax planning by redefining 

the fiscal consequences of low-tax outcomes through coordinated legal rules. Pillar Two therefore narrows 

the practical space of corporate tax competition, but it does not create a general moral duty for taxpayers 

to select the highest-tax alternative before such rules apply. 

 

15. Operating Models, Risk, Supply Chains, and Transactions 

Corporate tax planning often follows the legal design of functions and risks. A group may centralize 

entrepreneurial risk, inventory ownership, pricing authority, intellectual property, and strategic control in 

a principal company. Other entities may operate as limited-risk distributors, commissionaires, service 

providers, or contract manufacturers. Taxable profit follows legally recognized functions, risks, and assets. 

These examples are not intended as a catalogue of recommended structures, but as illustrations of how tax 

consequences follow legal allocation, classification, timing, financing, and jurisdiction. Their relevance is 

conceptual, not prescriptive. 
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Risk can also be legally organized. Large groups may establish captive insurance companies to insure 

risks within the group. Where risk is genuinely pooled, priced, capitalized, regulated, and managed, 

insurance premiums, reserves, claims, and underwriting profits create tax consequences. Groups may also 

centralize trading, procurement, logistics, treasury, management, intellectual property, or headquarters 

functions in selected jurisdictions. Each function may generate fees, margins, deductions, or residual 

profit. 

Tax-efficient structuring is not limited to income tax. Goods and services also create VAT, GST, customs 

duties, import taxes, excise taxes, and sales-tax exposure. Supply-chain design affects cash flow, customs 

valuation, import duty, VAT registration, invoicing, place of supply, and compliance burdens. Free zones, 

bonded warehouses, export-processing zones, customs warehouses, and special economic areas may 

reduce, defer, or reorganize indirect tax exposure. 

Corporate transactions add another layer. Losses may become legal tax attributes through carryforwards, 

carrybacks, group relief, fiscal unity, consolidation, or merger rules. M&A transactions may alter asset 

basis, depreciation, realization, loss attributes, goodwill, and group structure. Depreciation, amortization, 

accelerated depreciation, leasing, finance leases, operating leases, sale-and-leaseback structures, and asset 

classification all affect the timing of taxable income. Corporations may also return value through 

dividends, share buybacks, redemptions, liquidation distributions, capital reductions, or return of paid-in 

capital. The law taxes not only value transfer, but the legal form of value transfer. 

 

16. Ownership Vehicles and Purpose-Owned Enterprise Structures 

Investment taxation is often determined by the vehicle through which ownership is pooled, held, financed, 

or transferred. Funds, SPVs, trusts, foundations, partnerships, securitization vehicles, and holding entities 

may be transparent, opaque, exempt, partially exempt, pass-through, regulated, or specially taxed 

depending on jurisdiction. 

SPVs can isolate assets, liabilities, financing, securitized cash flows, real estate, intellectual property, 

investment portfolios, or project risks. Trusts and foundations can organize succession, asset protection, 

estate planning, beneficial ownership, and long-term governance. Funds can pool investors and allocate 

income according to special regimes. 

Corporate ownership also does not have to be organized only through natural persons, family shareholders, 

ordinary holding companies, or private extraction models. In several legal systems, enterprises may be 

anchored by foundations, associations, nonprofit entities, cooperatives, enterprise foundations, purpose 

vehicles, or other legally recognized bodies. These structures can separate ownership, control, distribution 

rights, governance purpose, succession, and economic benefit. 

Foundation-owned firms illustrate that enterprise control can be organized outside conventional 

shareholder extraction. Research on foundation-owned firms shows that such structures can place 

companies under the control of foundations, thereby separating corporate governance from ordinary 

private-shareholder ownership [29, 30]. The tax relevance of such structures does not lie in automatic tax 

freedom. It lies in the fact that law can organize control and ownership in forms that differ from ordinary 

shareholder extraction. A foundation-owned or association-linked company may retain profits, reinvest 

capital, restrict distributions, serve a long-term purpose, support charitable or institutional objectives, or 

preserve enterprise continuity. Tax law follows legal ownership, legal purpose, distribution rights, and 

legal classification. 
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17. State-Created Tax Saving and Tax Competition 

Legal tax saving is often created by states themselves. Governments create preferential regimes for foreign 

residents, high-skilled professionals, investors, retirees, researchers, entrepreneurs, executives, regional 

headquarters, promoted industries, and companies that establish local operations or employ domestic 

workers. 

Such regimes may include low flat rates, exemptions for foreign-source income, remittance-based 

taxation, tax holidays, reduced corporate tax rates, special personal income tax rates, regional incentives, 

free-zone benefits, patent boxes, IP boxes, R&D credits, super-deductions, customs exemptions, and 

accelerated depreciation. These regimes show that tax reduction is not external to fiscal policy. It is fiscal 

policy. 

At the same time, Pillar Two demonstrates that states may also coordinate to limit the fiscal effect of 

preferential regimes. The global minimum tax does not eliminate tax competition, but it changes its legal 

environment by setting a coordinated floor for in-scope multinational groups [39, 40]. This confirms the 

paper’s central point: the boundary between taxable and non-taxable outcomes is legally constructed and 

can be reconstructed by states. The taxpayer’s duty is to comply with that reconstructed boundary, not to 

anticipate it through voluntary maximum taxation. 

Taxpayers do not merely choose between tax systems. Tax systems compete for taxpayers. Tax 

competition exists between states and within states. General tax-competition theory examines how 

jurisdictions compete over mobile tax bases [33], while OECD work on sub-central tax competition 

defines such competition as strategic tax-policy interaction between sub-central governments seeking to 

attract or retain mobile tax bases [32]. Federal and decentralized systems may allow regions, cantons, 

municipalities, special zones, or autonomous tax authorities to compete for individuals, companies, 

investors, high-net-worth persons, and headquarters functions. International tax literature has long 

examined the role of low-tax jurisdictions, tax havens, and corporate tax differentials in shaping 

multinational structures [16, 17, 19–21, 32, 33]. 

Decentralized and federal systems may illustrate internal tax competition through regional, cantonal, 

municipal, or special-status variation. Such regimes do not mean that every taxpayer can freely negotiate 

any tax rate. They mean that legal systems themselves may create differentiated fiscal statuses. 

The state cannot create fiscal options and then treat their genuine, transparent, and substantively compliant 

use as morally suspect. A taxpayer has no duty to remain fiscally attached to the highest-tax jurisdiction 

available when lawful alternatives exist. 

 

18. Fiscal Legitimacy and the Limits of Public-Good Rhetoric 

Taxation is often justified through general references to infrastructure, public services, social order, 

security, education, healthcare, and collective welfare. These references may justify taxation in general. 

They do not justify every tax in particular. 

The legitimacy of taxation requires more than public-good rhetoric. It requires legal clarity, 

proportionality, necessity, transparency, efficient use of funds, and respect for the taxpayer as a legal 

subject. The invocation of public goods cannot replace fiscal accountability. A state’s need for revenue 

does not create the taxpayer’s duty to remain maximally taxable. 

The free-rider objection is therefore serious but not decisive. Taxpayers with greater mobility, liquidity, 

legal knowledge, or access to professional advice may be better positioned to reduce fiscal exposure than 

less mobile taxpayers. Yet the normative conclusion does not follow that taxpayers with lawful options 
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have a moral duty to ignore them. The better conclusion is fiscal symmetry: the state has the authority to 

define taxable facts precisely, and the taxpayer has the right to avoid those facts precisely. A legal order 

cannot invite planning through detailed classifications, exemptions, thresholds, residence rules, entity 

forms, incentives, treaties, and timing rules, and then treat the precise use of those rules as a moral defect 

merely because it reduces revenue. Where the legislature intends to tax a result, it can define the taxable 

event, close the gap, add an anti-abuse rule, create a withholding mechanism, impose an anti-deferral 

regime, or adopt a statutory fiction. The taxpayer’s duty is to comply with the law as enacted, not to supply 

through voluntary overexposure what the law has failed to define. 

Within the normative framework advanced here, the burden of justification lies with fiscal imposition, not 

with lawful fiscal reduction. This is a normative claim, not a denial of lawful taxation. The taxpayer who 

lawfully reduces unnecessary fiscal exposure does not reject public goods. Such a taxpayer rejects the idea 

that public goods create a moral duty to choose the most tax-expensive legal form. 

 

19. Conclusion: Fiscal Ignorance Is Not a Civic Duty 

Legal tax saving is not a deviation from the legal order. It is a consequence of the legal order’s own 

structure. Tax law creates connection points, classifications, timing rules, entity choices, residence rules, 

treaty routes, exemptions, incentives, special regimes, debt classifications, intellectual-property rules, 

corporate forms, investment vehicles, anti-abuse rules, statutory fictions, and jurisdictional differences. 

The central distinction is between non-compliance and lawful non-creation. Non-compliance refuses to 

pay a tax that has legally arisen. Lawful non-creation organizes facts so that the tax does not arise, where 

the taxpayer satisfies the conditions of legality, substance, documentation, disclosure, economic reality, 

and the absence of deception. The first violates law. The second uses law. 

The argument is not that legality automatically creates morality. The argument is that, where the taxpayer 

satisfies the conditions of legality, substance, documentation, disclosure, economic reality, and the 

absence of deception, there is no further moral duty to choose the highest-tax alternative. GAARs, 

statutory fictions, CFC rules, anti-deferral regimes, and Pillar Two do not refute this argument. They 

confirm that the boundary of taxation is legally constructed. When states wish to tax a result, they may 

redraw that boundary. Until they do, fiscal ignorance is not a civic duty. 

A person is obliged to pay taxes that legally arise. A person is not obliged to live, work, invest, incorporate, 

distribute, sell, borrow, relocate, hold assets, finance operations, own intellectual property, or structure a 

company in the most tax-expensive manner available. 

Fiscal ignorance is not a civic duty. Poor structuring is not a moral obligation. The right not to overpay is 

not a right against law. It is the right to use the law intelligently. 
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