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COMPARATIVE ANALYSIS OF CORPORATE LAW
AND TAXATION SYSTEM: A SPECIAL EMPHASIS
ON MULTINATIONAL CORPORATION

AUTHORED BY - VANSHIKHA GUSAIN & DR BHAVYA SHARMA

INTRODUCTION

Corporate law and taxation systems developed in synergy with the development of

commerce, economic structures, and state governance, which mirror government and
business priorities and societal concerns changing over time. Historically, corporate law
appeared to create and manage business entities that would operate within set legal bounds,
fostering stability of the economy and confidence in the minds of investors. The seeds of
corporate law can be traced back to such ancient civilizations as Rome, where the legal
doctrines governing partnerships, guilds, and other forms of collective business
arrangements placed foundations to modern corporate structures. These early frameworks
allowed merchants and traders to pool resources and engage in large-scale commercial
enterprises without any acknowledgment of corporations as separate legal personalities.
Corporate law fully evolved in the 17th-18th centuries through chartered companies like the
British East India Company and Dutch East India Company. These early multinational
corporations were accorded privileges by their sovereigns to monopolize trade routes,
engage in colonial expansion, and exercise a large degree of political and economic power.
These organizations played an important role in propagating global commerce; however, the
not-so-right monopolistic practices, unwillingness to be accountable to their governed and
interference by the state raised calls for reforming the body of law concerned. The corporate
law framework was further formed with the 19th century arrival of limited liability whereby,
importantly, investors would be free to involve themselves in corporate ventures without
unduly exposing their personal wealth to financial risk. This legal development stimulated
entrepreneurship and industrial development, thereby contributing to the growth of
capitalist economies throughout Europe and North America. Concomitant to the
development of corporate law was the development of the taxation system, which emerged
in response to the increasing fiscal needs of governments, particularly as their economies

became more complex and industrialized. Early forms of corporate taxation, too,
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manifested themselves in the late 19th and early 20th centuries as governments sought to
make sure that businesses would contribute to public revenue to fund services and
infrastructures deemed essential. Industrialization focused on the need for new tax policies
to meet the ever-growing purpose of corporate profits. The idea behind this was the
introduction of an entire series of tax heads, such as corporate income taxes, excise duties,
and, most importantly, indirect taxation mechanisms that are with us today in almost all
global fiscal policies across the world. Corporate taxation and corporate law remain key
fields of dynamism and contention, as policymakers have been constantly wrestling with
the challenge of gaining competitiveness while trying to develop fairer and effective
revenue collection regimes. Globalization of the businesses has increased the complexity that
forms the basis for international tax treaties, anti-avoidance measures, and statutory
frameworks aimed at preventing evasion and ensuring fair contribution to taxes. Corporate
law and taxation have also had to change as they respond to broader economic, political,
and social changes, clearly indicating the need for adaptive legal frameworks that present
opportunities for corporate responsibility, economic growth, and fiscal sustainability as the

world interconnected.

EVOLUTION OF CORPORATE LAW AND TAXATION IN INDIA

Corporate law in India has developed mainly in conjunction with economic reforms initiated
from time to-time, legal developments, and regulatory interventions, which underlie the
concept of a strong corporate governance framework. The genesis of corporate law in India
can be traced back to the colonial era, with the introduction of the Indian Companies Act,
1866, modelled on British normative and other corporate law . This legislation was
followed by the Companies Act in 1913, which originally set forth provisions for
incorporation, governance, and liquidation of companies. Post-independence, the Indian
administration convened the Companies Act, 1956, which was the heart of corporate
regulation for several decades. This Act set forth the legal provisions for the incorporation,
management, and winding up of companies and thereby instituted structured corporate
governance in India. Being a large economy that slowly began to integrate with the global
market, it was clear that dynamic regulations were needed for the corporate sector.
Thereafter, a series of amendments were made to the Companies Act, subsequently
bringing into force the new Companies Act, 2013, which enacted very crucial amendments

to corporate governance norms, statutory disclosures, and protection of minority
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shareholders. The creation of regulatory organisms like the Securities and Exchange Board
of India (SEBI) in 1992 strengthened corporate governance by instilling transparency in

the stock market and protecting investors.

Indian taxation and corporate law began to undergo a massive transformation. The Indian
taxation system largely followed principles by the British, with high rates of taxation, and
cumbersome regulatory measures which functioned against the growth and promotion of
business. Direct taxation came to be established with the Income Tax Act, 1961, the
principal legislation on the subject since then covering corporate and individual taxation in
India. Over the years, reforms have been carried out, which aimed in reducing red-tapism
and curtailing tax evasion. The introduction of the Minimum Alternate Tax (MAT) in 1987
ensured that companies with high book profits but low taxable income paid at least some
tax to the exchequer. On the other hand, indirect taxation in India had a complex layered
tax system, which included excise duty, service tax, and, in some cases, VAT at the state
level. To cut down the complexities involved, the Goods and Services Tax was therefore
introduced in India in July 2017, which substituted several indirect taxes with a single tax
to be applied and enforced throughout the country. This radical change had implications for
tax compliance, encouraging easy movement of goods and services across states, another
win for MNCs doing business in India. Globalization has had a profound effect on the
evolution of corporate laws and tax systems in the countries around the globe. With the
economic liberalization in 1991, foreign direct investment policies were further relaxed in
India due to the entry of many multinational companies. A drive for regulatory reforms was
necessitated in order to comply with standards for international best practices, create an
atmosphere for building investor confidence, and enforce corporate accountability. Among
other challenges that India has had to face include issues of transfer pricing introduced in
2001 to prevent profit shifting by MNCs. Then, there is the new Indian adoption of Base
Erosion and Profit Shifting measures, which India has been part of as per the OECD
framework. The digital as well as upsurge within e-commerce has now thrown new
challenges on taxation, resulting in the introduction of the Equalization Levy in 2016 to
tax the digital business of foreign entities engaged in business without any physical

presence in India.

Thus, the evolution of corporate law and taxation continues to show that India is

increasingly developing in terms of regulations commensurate with economic growth.
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Since major reforms have been undertaken in simplifying business laws and increasing tax
compliance, continued reforms would play an important role in creating a better investment
environment that is transparent, investor-friendly, and competitive on the global front.
Corporate law and taxation are interrelated tributaries that would keep defining the flow of
MNCs operating within India, therefore requiring adaptive laws to respond to changing

economic and technological developments.

CORPORATE LAW FRAMEWORK FOR MNCS IN INDIA

A massive reform in the corporate law framework has been undertaken in India with an

intention to promote ease of doing business, at the same time ensuring regulatory
compliance for MNCs. Keeping aside the definition, reference can be made to the
Companies Act, 2013, which is rightly considered the principal law governing corporate
entities in India. It provides a structured way of incorporation, governance, compliance, and
liquidation. Significantly, this Act replaced the Companies Act, 1956, and introduced new
standards of corporate governance along the lines of global standards. Important
stipulations pertinent to MNCs include, inter alia, one resident director for Indian
subsidiaries, increased financial disclosure norms, and strict regulations regarding related-
party transactions. Section 135 mandates CSR contributions for companies that are above
certain financial thresholds, affecting MNCs with large-scale operations. Jurisdictional
M&A foreign investment and corporate restructuring laws allow global enterprises to enter
and expand in India with joint ventures, wholly owned subsidiaries, or strategic alliances.
Under the newly introduced Insolvency and Bankruptcy Code (IBC), 2016, the Indian legal
system has hardened its framework related to corporate insolvency, offering time- bound
ease of disposal and such resolution process enhances investor confidence. FDI policy is
vital for determining the way MNCs conduct their business in India. The Foreign Exchange
Management Act (FEMA) of 1999 governs various cross-border transactions, ensuring
that capital flows are done in congruence with macroeconomic stability. FDI regulations in
India have been progressively liberalized in order to attract foreign investment in key
sectors such as manufacturing, infrastructure, and technology. Most sectors allow 100%
FDI under the automatic route; specific sectors such as defence, insurance, and retail require
prior government approval. To promote an easy investment climate, the government has
brought in initiatives like Make in India, to support foreign companies establishing

manufacturing units in India, with the intention of boosting domestic production and
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employment. Recent policy reforms have also allowed FPI into listed companies, thus
facilitating capital flows into Indian financial markets. Nevertheless, some sectoral caps
and restrictions on sensitive industries are still there, making issues of compliance for
MNC:s trickier.

Regulatory bodies such as the Securities and Exchange Board of India (SEBI), the Reserve
Bank of India, and the Ministry for Corporate Affairs play a very important role in
overseeing corporate activities to ensure stability in the market. SEBI ensures the widespread
dissemination of information to investors, regulation of entities listed on exchanges, and
supervision of all transactions in the capital markets to prevent fraudulent activities. Under
the Listing Obligations and Disclosure Requirement (LODR) regime, there are stringent
reporting requirements that are applicable to MNCs that operate in India’s stock exchanges.
RBI ensures that all foreign exchange transactions are regulated as per FEMA and keeps
surveillance on MNCs that operate in banking, financial services, and fintech. The MCA
administers corporate laws and ensures compliance in accordance with the Companies Act
and corporate governance reforms. In addition, bodies like the Competition Commission
of India (CCI) maintain competitive status by looking into mergers and acquisitions and
preventing monopolistic practices that could harm the domestic market. These regulatory
bodies draw together to provide a structured legal environment balancing investor interest
with economic stability.

Working in India increases compliance demands on multinational corporations to avoid
scrutiny by the regulators and possible legal liabilities. It includes annual financial
disclosures, statutory audits, tax filings, environmental clearances, and adherence to labour
laws. This means that companies must submit the annual return for the respective year to
the Registrar of Companies (ROC), keeping proper statutory books and records as
required, and complying with corporate governance standards laid down through the SEBI
guidelines. At the same time taxes must be paid and those MNCs not taking undue
advantage of Transfer Pricing regulations under the Income Tax Act to shift profits to
lower-tax jurisdictions have proved themselves as good corporate citizens. Labor law
compliance includes not only employee benefits and minimum wages but also social
security contributions and safety regulations. With the environmental landscape changing
rapidly in India, MNCs must go beyond mere compliance and employ pro-active measures

for compliance, thereby relying heavily on legal expertise and automated compliance
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management systems for risk mitigation.

The corporate law framework of the country thereby provides MNCs with a well- defined
structure for governance in return for a balance of investor-friendly policies. While forward-
looking changes have made business easier, MNCs must also contend with sectoral
regulations, legal formalities, and compliance requisites before establishing and maintaining

operations in India.

TAXATION SYSTEM FOR MNCS IN INDIA

A complex set of laws imposing both direct and indirect taxes on MNCs and having

international taxation rules and treaties in place to prevent entities from being taxed doubly
govern India's taxation system for MNCs. The system has risen in different standards over
the years to balance the MNC profit part with the bit of money given to the country. The
onset of reforms like GST and changes in corporate tax rates have rendered India a more
lucrative destination for investment. MNCs, being taxed on all their income earned in India,
are also ensured through stringent transfer-pricing regulations and anti-avoidance
measures. The taxation system continues to remain one of the important variables
considered by MNCs while structuring their operational arrangement, profit allocation, and

investment decisions in India

Comparative analysis of different legal traditions (common law, civil law) and their

impact on corporate governance.

An interesting comparison that can be made is that of the corporate law of different legal
traditions because there are many court cases that direct how businesses operate and how they
are governed. Most important in this case are the two - common law and civil law as each
of them take a completely different approach to corporate governance and taxation.
Common law systems are those which originated from England, have developed in the
United States and have reached countries like Canada and Australia. A powerful element is
the reliance on the judicial precedent and case law. Courts decide issues on corporate
governance for such countries, where shareholder rights have strongly protected the
principle of fiduciary duty. According to this principle, the corporate directors are said to act
in the best interests of the shareholders. The opposite of this element of common law system

is at civil laws which have their basis on the Roman law and most are found in countries
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like France, Germany, and Japan. They depend more on codified statutes with the state
controlling regulation. Here, corporate governance is more rigid structurally whereby a lot
is emphasized on other stakeholders such as employees and creditors compared to
shareholders. The differences with regard to taxation policies are evident between common
law and civil law systems. Common law countries do prefer those taxes that are conducive
to business-flexibility like low corporate tax rates as well as favourable treatment of capital
gains, whereas civil law countries maintain more structured tax codes with overall
regulatory oversight. The practical implications of some of these variations are often
emphasized when it comes to multinational corporations, as they have to deal with
somewhat cumbersome and complex legal configurations when venturing into new

jurisdictions.

Evolution of international tax treaties and organizations (OECD, UN)

International tax treaties and organizations have developed over the years to be a lifeblood
for the contemporary corporate tax environment, embodying the increasing complexity of
global trade, investments, and economic interdependence. During the early 20th century, as
the business began to operate in cross-border areas, tax problems such as double taxation
and tax avoidance the non-coordination of national tax laws arose, whereby some
multinationals benefited from gaps between national taxation systems. In recognition of
these development challenges, the League of Nations in the 1920s developed the first
model tax treaties aimed at alleviating or preventing double taxation and facilitating
international economic activity. This was the first of many treaties toward bilateral tax
treaties, which subsequent came to be the hallmark in international taxation. 1961 saw a
great watershed in global tax governance through the establishment of the Organisation for
Economic Co- operation and Development (OECD) as the foremost institution drafting
international tax principles and stimulating cooperation among member states. The OECD
Model Tax Convention provides guidance for the extensive acceptance of negotiating tax
treaties, which cover allocation of income, tax residency, and mechanisms for settling
disputes that aim to give tax certainty both to businesses and governments. Concurrently, the
UN has been a critical motivator for the interest and advocacy of developing countries in
international tax negotiations. In contrast to the OECD, UN membership includes non-
developing countries, which are seen as being instrumental in trying to garner fair and
equitable policies that allow less-resource countries to benefit from international taxation.

The BEPS initiative is one of the most important recent changes to global tax governance,


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 1 | April 2025 ISSN: 2581-8503

conceptualized by the OECD as an answer to the growing concerns about corporate tax
avoidance. This initiative set out various policy measures meant to restrict MNCs from
shifting profits in the low-tax jurisdictions by way of aggressive tax-planning strategies,
including manipulation of transfer pricing and artificial allocation of profits. The effort has
brought transparency with CNBC disclosures and strengthened rules to counter avoidance,
S0 as to permit taxation where corporate activities are engendered and headquarters of greater
proceedings. With the intention of securing international cooperation in tax matters, one of
the core elements of this effort has been that governments are working together to fill
loopholes preventing the formulation of fairer taxation regimes. These efforts have gained
more strength in recent times, engaging discussion on a global minimum corporate tax rate
spearheaded by the OECD and G20, thus demonstrating the visibly soaring momentum for
tax reforms fashioned at reducing harmful tax competition and profit shifting. These
advances being what they are, international taxation lies in a perpetual state of contention
on issues such as tax sovereignty, digital economy taxation, and the weighing of tax
incentives against fair taxable contributions. These refinements to the international treaty
and organization framework for the taxing and allocating of income will, among other
things, better develop global-facing fiscal transparency and a more just and sustainable

global tax footing that will allow these challenges to be more thoroughly addressed.

Analyzing the impact of differing legal structures on each MNC

Their unrivalled effects end up determining the decisions of MNC investment, apart from
governing where the firms' operations will take place, capital allocation, and market
enlargement. Historically, high-tax jurisdiction like those of France and Germany has been
failing to lure the MNCs to set up head offices as have low-tax countries, such as Ireland
and Singapore whose competitive tax structures drive investment. Technology, for
example, concentrated its regional headquarters in tax- friend places such as Dublin as it
could cut costs at 12.5 % of the corporation tax and European markets. Also, the location
sensitivity is established by the pharmaceutical industry as Novartis and Roche take the
most from Switzerland's friendly tax and R&D policies. In finance, regulatory arbitrage
forms a major part as companies transfer capital and assets into jurisdictions where banking
regulations are less stringent compared to those of other jurisdictions such as the Cayman
Islands or Luxembourg. Tax and trade policies made manufacturing companies, VVolkswagen
for instance, adopt tariff structures and local incentives to adapt their production and

distribution strategies. Pockets of opportunities and compliance challenges created by
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disparate regulatory frameworks on jurisdictions determine both investment strategies of
MNCs across the globe and overall financial stability.. On the one side, the legal norms that
are meant to govern the activities of multinational companies (MNCs) throw up a myriad
of complexities in operations across different jurisdictions as different corporate laws have
different ramifications for risk exposure, obligations for compliance, and protections for
shareholders. Thus, MNCs have to navigate through systems of common law and civil law
as each of them offers a different view of corporate governance, financial disclosure, and
regulatory oversight. In general, corporate regulation in common law countries such as the
United States, United Kingdom, Canada, and Australia Favors shareholder-related
approaches, transparency, and legal predictability, thus creating a premier
environment for the listed companies that intend to capitalize on public markets across the
entire globe. Thus, these jurisdictions would be more enforceable in protecting minority
shareholders and have very stringent disclosure requirements coupled with a broad legal
recourse for investors in creating an opportunity for increased accountability of the
corporations. By contrast, civil law countries such as France, Germany, Japan, and China
tend to impose more centralized governance structures, with greater state intervention and
regulatory rigidity. In these economies, corporate governance frameworks often Favor long-
term stability and stakeholder interests, sometimes at the expense of shareholder activism
and managerial flexibility. The shape of an MNC's subsidiaries, joint ventures, and
international partnerships is directly impacted by the legal environment because firms align
the legal entity with regulatory infrastructure and a given business strategy in every single
market. For companies that rely mainly on IP protection, such as the technology and
pharmaceutical industries, the need or necessity to create specialized IP holding entities in
the jurisdiction with strong patent and trademark protections arises often, and countries like
Switzerland, Netherlands, and Ireland have been classified into this category. In addition,
these jurisdictions have very favourable IP Tax Regulations that allow companies to enjoy
the benefits of lower taxes while securing their intangible assets from risks. The financial
services industry, on the other hand, with banking giants such as HSBC, Goldman Sachs,
and UBS, has to take banking secrecy laws, capital controls, and regulatory arbitrage
opportunities into account when organizing its international operations. Many large financial
firms choose jurisdictions considered to have loose financial regulations, such as Hong
Kong, Singapore, and the Cayman Islands, which confer various regulatory benefits on
firms, tax incentives, and privileges in terms of confidentiality from legal obligations. The

manufacturing sector, represented by companies like Toyota, Siemens, and General
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Motors, faces several critical challenges due to labour laws, environmental regulations, and
trade compliance. These firms must carefully navigate regulatory differences for site
selection, global supply chain management, and labour law compliance in many
jurisdictions. The means available for the legal structuring of business operations to achieve
risk management and compliance is subject to the effectiveness of international treaties,
namely, bilateral tax treaties, free trade agreements (FTASs), and investment protection
agreements. Despite continued efforts by the OECD, WTO, and IMF to harmonize
international regulations, major divergences across jurisdictions still exist, thereby
compelling MNCs to formulate flexible, adaptive legal and governance strategies to remain
competitive. In an ever-changing regulatory landscape, MNCs are required to revisit their
corporate structures, compliance processes, and risk management strategies to mitigate their
exposure to legal uncertainties, avoid receiving regulatory arrows, and ensure operational

efficiency across multiple legal environments.

CASE ANALYSIS

1. Vodafone International Holdings BV v. Union of India

The most important tax case in India involved VVodafone's acquisition of Hutchison
Essar Ltd through an off-shore transaction structured in the Cayman Islands. The
Indian tax authorities sought to tax capital gains on VVodafone, arguing that the deal
involved an acquisition of an underlying Indian asset. The Supreme Court of India
ruled that indirect transfers of offshore shares do not invite capital gains tax in India
unless expressly stated in a law. It caused retrospective tax amendments by India
government which led to world debates over the tax certainty and foreign
investment.
2. Amazon EU Sarl v. European Commission

The European Commission accused Amazon of receiving illegal state aid from
Luxembourg through a preferential tax ruling that allowed the company to shift
profits to a tax-exempt entity. The EU General Court ruled in Favor of Amazon,
stating that the Commission had failed to prove selective advantage under state aid
rules. This case highlights the challenges in enforcing uniform corporate taxation
within the EU and the role of tax rulings in multinational tax planning.
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CONCLUSION

Without a spotlight on any country, we need greater international cooperation on corporate

regulations to deal with the challenges posed by MNCs. Governments and international
organizations should cooperate towards the creation of a set of common legal standards that
will prevent regulatory arbitrage and compel MNCs to act responsibly in all jurisdictions.
Such could, for instance, be achieved by treaty laws that demand adherence to uniform
labour laws, tax policies, and environmental standards across differing countries of

operation.

Moreover, strict corporate governance standards to provide greater accountability and
transparency ought to be initiated. Governments should establish regulations that require
disclosures of corporate activities, financial transactions, and tax structures to deter illegal
financial operations. By strengthening existing judicial and regulation frameworks, along
with stiffer penalties for non-compliance, MNCs would be less inclined to engage in illicit
corporate activities. Financial incentives for encouraging responsible corporate conduct
constitute another viable alternative. Thus, the government may decide to give tax relief
and public contracts to those companies found to be ethical in business practices and
promoting sustainability," and who promote human rights. At the same time, consumers'
growing awareness and stakeholder activism can pressure MNCs to adopt fair and

responsible policies.

All in all, therefore, there is a need for concerted efforts by policy makers, law institutions,
and corporations to ensure that MNCs contribute positively to global economic growth
while adhering to ethical and legal norms. Thus, through complete regulatory reform,
enhanced enforcement frameworks, and promotion of corporate social responsibility, the

world can provide a truly balanced and fair economic environment.
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